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September 25, 1981 

Dear Fellow Stockholder: 

You are cordially invited to attend our Annual Meeting of Stockholders which will be held this year 
on Thursday, November 5, 1981, at 11:00 A.M., in the Oval Room, The Copley Plaza Hotel, Copley 
Square, Boston, Massachusetts. 

The notice of meeting and proxy statement which follow describe the business to be conducted at the 
meeting. We will also give a presentation on the current status of our business. 

Whether or not you plan to attend the meeting in person, it is important that your shares be 
represented and voted. After reading the enclosed Notice of Annual Meeting and Proxy Statement, may I 
urge you to complete, sign, date and return your proxy ballot in the envelope provided. If the address on 
t h e  a c c o m p a n y i n g  m a t e r i a l  i s  i n c o r r e c t ,  p l e a s e  a d v i s e  o u r  I n v e s t o r  S e r v i c e s  D e p a r t m e n t  i n  w r i t i n g  a t  1 1 1  
Powdermill Road, Maynard, Massachusetts 01754 or telephone (617) 493-5207. 

Your vote is important. We will appreciate a prompt return of your signed proxy ballot and hope to 
see you at the meeting. 

For the Board of Directors, 

KENNETH H. OLSEN 
President and Chief Executive Officer 

DIGITAL EQUIPMENT CORPORATION, 146 MAIN STREET, MAYNARD. MASSACHUSETTS 01754 
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DIGITAL EQUIPMENT CORPORATION 

NOTICE OF 1981 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment Corporation, a 
Massachusetts corporation, will be held on Thursday, November 5, 1981, at 11:00 A.M., in the Oval 
Room, The Copley Plaza Hotel, Copley Square, Boston, Massachusetts for the following purposes: 

1. To fix the number of directors at seven and to elect a Board of Directors for the ensuing year. 

2. To approve an amendment to the 1976 Restricted Stock Option Plan to increase the number ol 
shares subject thereto from 3,600,000 to 8,600,000. 

3. To approve an amendment to the 1968 Employee Stock Purchase Plan to increase the number of 
shares subject thereto from 3,250,000 to 5,750,000. 

4. To approve the 1981 International Employee Stock Purchase Plan. 

5. To ratify the selection of the firm of Coopers & Lybrand as auditors for the fiscal year ending 
July 3, 1982. 

6. To transact such other business as may properly come before the meeting. 

Stockholders entitled to notice of and to vote at the meeting shall be determined as of the close of 
business on September 9, 1981, the record date fixed by the Board of Directors for such purpose. 

September 25, 1981 

Stockholders are requested to sign the enclosed proxy card and return it promptly in the enclosed 
stamped envelope to Digital Equipment Corporation, P.O. Box 490, Maynard, Massachusetts 01754, 
Att'n: Investor Services Department. 

By Order of the Board of Directors, 

EDWARD A. SCHWARTZ, Clerk 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of Directors of 
Digital Equipment Corporation (the "Corporation") for use at the 1981 Annual Meeting of Stockholders. 

An Annual Report to Stockholders, containing financial statements for the fiscal year ended June 27, 
1981, has been mailed herewith to all stockholders entitled to vote. This proxy statement and form of 
proxy were first mailed to stockholders on or about the date stated on the accompanying Notice of 1981 
Annual Meeting. 

Only stockholders of record as of the close of business on September 9, 1981 will be entitled to vote at 
the meeting and any adjournments thereof. As of that date, 54,425,381 shares of Common Stock of the 
Corporation were issued and outstanding. Each share outstanding as of the record date will be entitled to 
one vote, and stockholders may vote in person or by proxy. Execution of a proxy will not in any way affect 
a stockholder's right to attend the meeting and vote in person. Any stockholder giving a proxy has the 
right to revoke it at any time before it is exercised by written notice to the Clerk of the Corporation. In 
addition, stockholders attending the meeting may revoke their proxies at that time. 

The persons named as attorneys in the proxies are directors of the Corporation. All properly executed 
proxies returned in time to be cast at the meeting, if no contrary instruction is indicated, will be voted as 
stated below under "Election of Directors", will be voted FOR approval of the amendments to the 1976 
Restricted Stock Option Plan and the 1968 Employee Stock Purchase Plan and will be voted FOR 
approval of the 1981 International Employee Stock Purchase Plan and the ratification of the selection of 
the auditors. Directors are elected by a plurality of votes cast, and the affirmative vote of a majority of the 
shares present or represented at the meeting is required for approval of any other matter. 

The Corporation knows of no other matter to be presented at the meeting. If any other matter should 
be presented at the meeting upon which a vote properly may be taken, shares represented by all proxies 
received by the Corporation will be voted with respect thereto in accordance with the judgment of the 
persons named as attorneys in the proxies. 



ELECTION OF DIRECTORS 

Nominees for Directors 

The directors of the Corporation are elected annually and hold office until the next annual meeting 
and until their successors have been elected and have qualified. Pursuant to the Corporation's by-laws, the 
stockholders fix the number of directors at the annual meeting, subject to the authority of the directors to 
increase the size of the Board. Any stockholder submitting a proxy has the right to withhold authority to 
vote for any individual nominee to the Board of Directors by writing that nominee's name in the space 
provided on the proxy. Shares represented by all proxies received by the Corporation and not so marked 
as to withhold authority to vote for any individual director or for all directors will be voted FOR fixing the 
number of directors for the ensuing year at seven and FOR the election of the nominees named below. 
The Corporation knows of no reason why any such nominee should be unable to serve, but if such should 
be the case, proxies will be voted for the election of some other person, or for fixing the number of 
directors at a lesser number. 

The nominees for directors and further information with respect to each nominee are set forth below. 

KENNETH H. OLSEN 
Mr. Olsen, age 55, founded Digital Equipment Corporation in 1957 and has served since that 
time as its President and Chief Executive Officer. Mr. Olsen is also a director of Ford Motor 
Company, Shawmut Corporation and Polaroid Corporation. He has been a director of Digital 
Equipment Corporation since 1957. Mr. Olsen is the brother of Stanley C. Olsen. Vice 
President—Group Manager of the Corporation. 

VERNON R. ALDEN 
Mr. Alden, age 58, is Chairman of the Massachusetts Business Development Council, an 
organization to improve the economic climate and attract industry to the state. He was formerly 
Chairman of the Board and Executive Committee of The Boston Company, Inc.. managers of 
financial resources. Mr. Alden is also a director of ARA Services, Inc., Augat. Inc Colgate-
Palmolive Company, McGraw-Hill, Inc., The Mead Corporation and Sonesta International 
Hotels Corporation. He has been a director of Digital Equipment Corporation since 1959 and is 
a member of its Compensation Committee and Stock Option Committee 

PHILIP CALDWELL 

Mr. Caldwell, age 61, is Chairman of the Board and Chief Executive Officer of Ford Motor 
Company and has been an officer of Ford for more than 10 years. He has been a director of 
Digital Equipment Corporation since September 1980. 
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ARNAUD DE VLTRY 
Mr. de Vitry, age 55, is Chairman of the Board, Dunlop S.A., France, manufacturers, and 
Chairman of the Board and Chief Executive Officer of Eureka SICAV, France, an investment 
company. Fie is also a director of Ionics, Incorporated. He has been a director of Digital 
Equipment Corporation since 1957. 

GEORGES F. DORIOT 
General Doriot, age 82, is the retired Chairman of the Board of American Research and 
Development Corporation, a venture capital investment company. He is a director of Sun Life 
Assurance Company of Canada (U.S.). He has been a director of Digital Equipment 
Corporation since 1972 and is a member of its Audit Committee, Compensation Committee and 
Stock Option Committee. 

WILLIAM H. MCLEAN 
Mr. McLean, age 70, is an engineering consultant. He was formerly the Vice President and Dean 
of Stevens Institute of Technology. He is also a director of Economics Laboratory, Inc. and 
National Aviation and Technology Corporation. He has been a director of Digital Equipment 
Corporation since 1967 and is a member of its Audit Committee. 

DOROTHY E. ROWE 
Miss Rowe, age 64, was formerly Senior Vice President and Treasurer of American Research and 
Development Corporation, a venture capital investment company. She is a director of Cordis 
Corporation and a trustee of the Boston Five Cents Savings Bank. Miss Rowe has been a director 
of Digital Equipment Corporation since 1962 and is a member of its Audit Committee, 
Compensation Committee and Stock Option Committee. 
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Stock Ownership of Nominees 

Shown below is certain information as of August 1, 1981 with respect to beneficial ownership of shares 
of the Corporation's Common Stock by all director nominees individually and by all 43 directors and 
officers of the Corporation as a group. Unless otherwise indicated, the named person possesses sole voting 
and investment power with respect to the shares. 

Beneficial Owner shares Beneficially (),ned 

KENNETH H. OLSEN 2 464 4,3 , 
VERNON R. ALDEN 61565 
PHILIP CALDWELL I()() 

ARNAUD DE VLTRY 
GEORGES F. DORIOT I S 640 
WILLIAM H. MCLEAN ' ' 
DOROTHY E. ROWE 9<H77 
All 43 directors and officers as a group, including those named 

ab0Ve<3) 4.097.077(4, 

Such'l 464«f tL3,!f?,°„Share,S7w h ?-ISCn h"S "* ri8t" "> aC,,Uire ^ <* 
Okn msv be mT 4.5% of,he Corporation's issued and ou,stand,„e Common S.ock. Mr. 
Ulsen may be deemed to be a controlling person of the Corporation. 

( 2 )  I n c l u d e s  2 0 5 , 2 6 5  s h a r e s  h e l d  b y  e i t h e r  a  f i n a n c i a l  i n s t i f i i t i n n  n m  .  ,  
for the benefit of members of Mr. de Vitry's family M de Vkrl di J 3 '"IUC'a,y T" 
shares iamiiy. Mr. de Vary disclaims beneficial ownership of such 

( 3 )  T h i s  g r o u p  i n c l u d e s  1 4  p e r s o n s  e l e c t e d  o f f i c e r s  o f  t h p  r  r  u  
Corporation's fiscal year. he CorP°ratl°n after the close of the 

( 4 )  I n c l u d e s  4 2 7 , 0 2 6  s h a r e s  w h i c h  t h e  o f f i c e r s  a s  a  e r o u n  h a v e  f h »  u  .  r 
stock options granted under the Corporation's various stock omion nl xu,Cqu,re y C*,rC'Se ° 
represent 7.5% of the Corporation's issued and outstanding Common Stock ̂  4-(,97-°'11 shares 

options. Mock- assuming exercise of the stock 

The Corporation knows of no person who owns benefiriaiu, , 
Each director other than Mr. Olsen owns beneficially less than 1% of the Common Stock001""1011 
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Committees of the Board 

The Board of Directors has an Audit Committee, Compensation Committee and Stock Option 
Committee. It does not have a Nominating Committee. 

The Audit Committee recommends to the Board of Directors the selection of the independent auditors 
to be employed by the Corporation, reviews generally the internal and external audit plans and the results 
thereof, reviews generally the Corporation's internal accounting controls with the internal and external 
auditors and reviews compliance with the Corporation's policy on non-audit services provided by the 
independent auditors. 

The Compensation Committee reviews and recommends to the Board the compensation of directors 
and of those officers who are members of management's operations committee and reviews and 
recommends to the Board the adoption of any compensation plans in which directors and officers are 
eligible to participate. 

The Stock Option Committee administers and interprets the Corporation's stock option plans and, 
subject to the provisions of the plans, selects the employees who are to participate in such plans and 
determines the terms of their participation, subject to Board approval. 

The Board of Directors held eight meetings during the fiscal year ended June 27, 1981, the Audit 
Committee met four times, the Compensation Committee met once and the Stock Option Committee met 
four times. All directors attended at least 75% of the total number of meetings of the Board and the 
committees to which they belong. 
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REMUNERATION AND OTHER INFORMATION 

The table below shows the remuneration paid or accrued by the Corporation and its subsidiaries 
during the fiscal year ended June 27, 1981, to the five most highly compensated executive officers of the 
Corporation, and to all officers and directors as a group, for services in all capacities. 

Salaries, fees. 
Directors' Fecs( 1), 

Name and Capacities Commissions and 
in Which Served Bonuses(2) 

Kenneth H. Olsen $ 485,009 
President and Director 

John F.Smith $ 205,416 
Vice President 

Alfred M. Bertocchi $ 204,697 
Vice President 

Winston R. Hindle, Jr $ 204,531 
Vice President 

Theodore G. Johnson $ 204,531 
Vice President 

All 29 officers and directors as a group, including those 
named above( 3) $3,924,728 

( 1 )  E a c h  d i r e c t o r  w h o  i s  n o t  a l s o  a n  o f f i c e r  o f  t h e  C o r p o r a t i o n  r e c e i v e s  a n  a n n u a l  r e t a i n e r  of $12,000 
for Board service, plus $500 for each Board meeting attended and for committee meetings attended which 
are not held on the same day as a Board meeting. Directors are also reimbursed for out-of-pocket 
expenses incurred in attending Board and committee meetings. 

( 2 )  O t h e r  t h a n  a s  s e t  f o r t h  b e l o w  u n d e r  " R e t i r e m e n t  P l a n s "  a n d  " S t o c k  O p t i o n s " ,  d u r i n g  t h e  f i s c a l  
year the officers and directors of the Corporation received no securities or property, insurance benefits or 
reimbursement (other than benefits under the Corporation's group insurance plans for its employees), 
personal benefits or contingent forms of remuneration from the Corporation or its subsidiaries. 

( 3 )  T h i s  g r o u p  d o e s  n o t  i n c l u d e  1 4  p e r s o n s  e l e c t e d  o f f i c e r s  o f  t h e  C o r p o r a t i o n  a f t e r  t h e  e n d  o f  t h e  
fiscal year. 
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Retirement Plans 

All of the Corporation's officers, other than three officers based in Europe, are participants in the 
Corporation's defined benefit pension plan for its United States employees. 

Benefits under the pension plan, as amended July 1, 1979, are based upon the employee s earnings 
during service with the Corporation and its subsidiaries and are payable after retirement in the form of 
annuities. The annual amount payable upon retirement at age 65 under the present provisions of the plan, 
without regard to any survivor options, is 1 !6% of the aggregate cumulative amount of the employee s base 
salary and wages earned on and after July 1, 1979 plus, for those persons who were plan participants on 
July 1, 1979, VA.% of the annual average of the participant's compensation between July 1, 1974 and June 
30, 1979 multiplied by the number of years of such participant's accredited service prior to July 1, 1979. 
Under the present provisions of the plan, a participant's annual pension may not exceed the lesser of 
$98,100 or 100% of the participant's average compensation for the participant's three highest consecutive 
years of service with the Corporation. 

Employees outside the United States are covered by different retirement plans varying from country to 
country. 

Estimated annual retirement benefits at age 65 for the following individuals would be. Mr. Olsen, 
$98,100; Mr. Smith, $80,953; Mr. Bertocchi, $53,893; Mr. Hindle, $73,447; and Mr. Johnson, $82,867. 

Stock Options 

The following table shows as to certain named officers and as to all officers as a group, including the 
named officers: (i) the number of shares of the Corporation's Common Stock subject to options granted 
between July 4, 1976 and August 1, 1981; (ii) the average per share option exercise price thereof and the 
average per share market price of the Corporation's Common Stock on the dates of grant thereof, (iii) the 
net value of shares acquired from July 4, 1976 to August 1, 1981 upon the exercise of options granted 
during the period or prior thereto; (iv) the number of shares sold from July 4, 1976 to August 1, 1981, (v) 
the number of shares subject to all options outstanding on August 1, 1981; and (vi) the unrealized net 
value of such outstanding options at August 1, 1981. The Corporation does not grant stock appreciation 
rights. 
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All 
Officers 

K. H. J. F. A. M. W. R. T. G. as a 
Shares of Common Stock Olsen Smith Bertocchi Hindle, Jr. Johnson Group(l) 

Options Granted 7/4/76 
to 8/1/81: 

Number of shares 30,000 11,413 10,969 14,122 16,423 247,7( 
Average per share exercise 

price $22.39 $23.24 $23.29 $21.59 $20.76 $24.( 
Average per share market 

price on dates of grant.... $53.58 $53.21 $53.98 $54.11 $54.06 $56.1 
Options Exercised 7/4/76 

to 8/1/81: 
Number of shares -0- -0- 16,287 20,035 -0- 153,41 
Net value realized upon 

exercise(2) -0- -0- $989,070 $710,546 -0- $7,409,71 
Sales 7/4/76 to 8/1/81: 

Number of shares 36,000 3,010 10,150 40,402 32,155 305,71 
Options Outstanding at 8/1/81: 

Number of shares(3) 30,000 19,213 13,825 13,587 26,623 334,6' 
Unrealized net value(4) $2,249,590 $1,445,624 $1,016,094 $956,261 $2,096,113 $25,385,11 

( 1 )  D i r e c t o r s  w h o  a r e  n o t  a l s o  o f f i c e r s  o f  t h e  C o r p o r a t i o n  d o  n o t  p a r t i c i p a t e  i n  t h e  C o r p o r a t i o i  
stock option plans. This group does not include 14 persons elected officers of the Corporation after the e 
of the fiscal year. Such 14 persons did not receive or exercise any stock options from the end of the fis< 
year to August 1, 1981. 

( 2 )  T h e  n e t  v a l u e  r e a l i z e d  u p o n  e x e r c i s e  o f  o p t i o n s  i s  t h e  d i f f e r e n c e  b e t w e e n  t h e  m a r k e t  v a l u e  o f  t  
shares received upon exercise and the exercise price thereof. 

( 3 )  O p t i o n s  g r a n t e d  u n d e r  t h e  C o r p o r a t i o n ' s  r e s t r i c t e d  s t o c k  o p t i o n  p l a n s  a r e  e x e r c i s a b l e  i n  f u l l  
1 the date of grant, but shares purchased thereunder are subject to repurchase at the option of t 

Corporation at the exercise price, which repurchase option lapses over the life of the grant. S 
< "Description of the 1976 Restricted Stock Option Plan" below. Of the number of shares subject to optio 
i held by all officers as a group which were outstanding at August 1, 1981, approximately 71% were subjt 
c to such repurchase options. 

( 4 )  U n r e a l i z e d  n e t  v a l u e  r e p r e s e n t s  t h e  d i f f e r e n c e  b e t w e e n  $ 9 7 % ,  w h i c h  w a s  t h e  c l o s i n g  p r i c e  o f  t  
j Corporation's Common Stock on the New York Stock Exchange on Friday, July 31, 1981, and t 

applicable exercise price per share. 
During the period July 4, 1976 to August 1, 1981, all employees of the Corporation as a groi 

(including officers) were granted options for 2,746,920 shares at a weighted average option price per sha 
of $25.65. 

On September 24, 1981, the closing price of the Corporation's Common Stock on the New York Sto 
Exchange was $87. 
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PROPOSAL TO APPROVE AMENDMENT TO 
1976 RESTRICTED STOCK OPTION PLAN 

Description of the 1976 Restricted Stock Option Plan 
60 In 1976 the Board of Directors and stockholders adopted the 1976 Restricted Stock Option Plan (the 

"Restricted Plan"). A total of 3,600,000 shares of Common Stock (subject to adjustment for stock splits 
00 and the like) in the aggregate may be sold under the Restricted Plan. Not more than 3% of the aggregate 
86 number of shares issuable under the Restricted Plan may be sold to any one employee. At August 1, 1981, 

approximately 4,200 employees were participating in the Restricted Plan. 

The Restricted Plan authorizes the grant of options to purchase the Corporation's Common Stock to 
51 key employees of the Corporation and its subsidiaries coupled with a prohibition against disposition of 
31 such shares and a requirement to offer such shares for resale to the Corporation at their purchase price 

upon termination of employment, which restrictions and obligation of resale lapse from time to time as to 
27 portions of the grant (whether or not the option has been exercised), as determined by the Board of 

Directors or the Stock Option Committee of the Board of Directors (the "Committee") which administers 
^2 and interprets the Restricted Plan. The exercise price of options granted under the Restricted Plan is 

specified by the Board of Directors, but in no event may this price be less than the lower of (i) 50% of the 
n-s fair market value per share at the date of grant or (ii) book value per share as of the end of the 
n(j Corporation's fiscal year immediately preceding the grant date. Options may be granted under the 
cal Restricted Plan from time to time through December 31, 1988, the termination date of the Restricted Plan. 

Employees of the Corporation or any of its subsidiaries, including officers and consultants, are eligible 
:he to receive options under the Restricted Plan. Directors who are also employees are eligible to receive 

options if they are not members of the Committee. Subject to the terms of the Restricted Plan, the 
on Committee has exclusive jurisdiction to select the employees to whom options are granted, to determine 
;he the number of shares subject to such options, the time or times when options are to be granted and the rate 
iee and time of lapse of restrictions. Options may be granted to the same employee on more than one 
ins occasion. The Corporation reserves the right under the Restricted Plan to terminate an employee s option 
set with the employee's consent and to substitute one or more options with different terms and conditions, 

including, to the extent permitted by the Restricted Plan, a lower option price. 

he At the time the options are exercised, the Common Stock account is increased by the par value ($1 per 
he share) of the shares sold and the remaining portion of the proceeds is credited to additional paid-in 

capital. The excess, if any, of the fair market value of the shares on the grant date over the exercise price is 
UP charged to income each year as the restrictions lapse. The amount actually deductible for Federal income 
ire tax purposes may exceed the amount charged to income for financial reporting purposes; any Federal 

income tax benefit relating to this difference is credited to additional paid-in capital. 
ck 
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The Board of Directors may terminate, modify or suspend the Restricted Plan provided that no 
modification shall, without stockholder approval, increase the maximum number of shares which may be 
sold under the Restricted Plan in the aggregate (other than adjustments for stock splits and the like) or the 
percentage of such number which may be sold to any one person, decrease the minimum exercise price at 
which options may be granted under the Restricted Plan or extend the period during which options may be 
granted. 

As of August 1, 1981, options for 222,108 shares had been exercised under the Restricted Plan at an 
average purchase price per share of $18.66, options for 2,348,192 shares at an average purchase price per 
share of $26.70 were subject to outstanding options with expiration dates ranging from February 10, 1987 
to September 21, 1991, and 1,029,700 shares remained available for additional option grants. 

Federal Income Tax Consequences 

An option granted under the Restricted Plan is a non-statutory stock option and is taxed in accordance 
with Section 83 of the Internal Revenue Code (the "Code") and the regulations issued thereunder. 
Options granted under the Restricted Plan do not qualify as "incentive stock options" under the Economic 
Recovery Tax Act of 1981. 

The following tax consequences under existing law are applicable to options received and to shares 
purchased under the Restricted Plan: 

1. No taxable income will be realized by the employee at the time the option is granted. 

2. If shares are acquired before the date on which the restrictions on the shares lapse, the 
employee will recognize taxable compensation income at such time as the restrictions on the shares 
lapse, in an amount equal to the difference between the purchase price and the fair market value of 
the shares on the date of lapse of the restrictions. The holding period for determining long-term 
capital gains on shares the employee has purchased will begin at such time as all restrictions on the 
shares lapse. 

3. If shares are acquired before the date on which the restrictions on the shares lapse, the 
employee may elect under the Code, within a period not later than 30 days after the date of purchase, 
to include in gross income for the taxable year in which the employee purchases the shares, an amount 
equal to the difference between the purchase price and the fair market value of the purchased shares 
as of the date of such acquisition (determined without regard to any restrictions). 

4. If shares are acquired after the date on which the restrictions on the shares lapse, the employee 
will recognize taxable compensation income on the date of exercise in an amount equal to the 
difference between the purchase price and the fair market value of the shares on the date of exercise. 
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5. In addition, a sale of shares by the employee will result in recognition of a capital gain or loss 
in an amount equal to the difference between the amount realized upon the sale of shares and the 
basis of the shares. This basis is equal to the purchase price for the shares plus the amount recognized 
by the employee as taxable compensation income. If the employee holds the shares for more than one 
year, this gain or loss will be a long-term capital gain or loss. 

6. In general, the Corporation is entitled to a tax deduction in the same amount as the taxable 
compensation income recognized by the employee. 

The Proposed Amendment to the 1976 Restricted Stock Option Plan 

On August 10, 1981, the Board of Directors amended the Restricted Plan to increase the number of 
shares subject thereto from 3,600,000 to 8,600,000. This increase in shares is needed to enable the 
Corporation to continue operating the Restricted Plan for the benefit of an expanding number of 
participating employees. This amendment will become effective only upon approval by the stockholders. 

The Board of Directors recommends a vote FOR approving the amendment to the 1976 Restricted 
Stock Option Plan. 

PROPOSAL TO APPROVE AMENDMENT TO 
1968 EMPLOYEE STOCK PURCHASE PLAN 

Description of the 1968 Employee Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders adopted an Employee Stock Purchase Plan (the 
"Employee Plan") for substantially all employees of the Corporation and its participating subsidiaries, 
other than directors, officers and highly compensated employees. At August 1, 1981, approximately 55,000 
employees were eligible to participate in the Employee Plan, and approximately 22,000 employees were 
participating. 

The Employee Plan authorizes the issuance of a maximum of 3,250,000 shares of Common Stock 
(subject to adjustment for stock splits and the like) pursuant to the exercise of non-transferable options 
granted to participating employees. 

Under the terms of the Employee Plan, the option price is an amount equal to 85% of the fair market 
value of the stock on the first or last business day of the six-month payment period (the Payment 
Period"), whichever is lower (subject to adjustment for stock splits and the like). Options are granted 
twice yearly on December 1 and June 1, the first days of each Payment Period. The options are exercisable 
through accumulation of payroll deductions (up to a maximum of 10% of regular base pay) during the 
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Payment Period. At August 1, 1981, 2,267,415 shares had been purchased by employees under the 
Employee Plan and 982,585 shares remained available for additional option grants. 

There have been no charges to income in connection with these options other than incidental expenses 
related to the issuance of the shares. 

Federal Income Tax Consequences 

The following tax consequences under existing law are applicable to options received and shares 
purchased under the Employee Plan: 

1. No taxable income will be realized by the employee either at the time options are granted 
pursuant to the Employee Plan or at the time of the purchase of the shares pursuant to the Employee 
Plan. 

2. If the employee disposes of the shares two years or more after the date of the beginning of the 
Payment Period when the employee acquired the shares, then the employee at that time will recognize 
as taxable compensation income an amount equal to the lesser of: 

( a )  t h e  e x c e s s  o f  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  s h a r e s  o n  t h e  d a t e  o f  s u c h  d i s p o s i t i o n  o v e r  t h e  
option price, or 

( b )  1 5 %  o f  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  s h a r e s  a t  t h e  b e g i n n i n g  o f  t h e  P a y m e n t  P e r i o d .  

In addition, the employee may recognize a long-term gain or loss in an amount equal to the 
difference between the amount recognized upon the sale of the shares and the basis of the shares (i.e., 
the purchase price plus the amount, if any, taxed as compensation income). 

3. If the employee disposes of the shares within two years after the date of the beginning of the 
Payment Period when the employee acquired the shares, the employee at that time will recognize 
taxable compensation income equal to the fair market value of the shares on the date of purchase (the 
last business day of the applicable Payment Period) less the amount paid for the shares. In addition, 
the employee will recognize a capital gain or loss in an amount equal to the difference between the 
amount recognized upon the sale of the shares and the basis of the shares (i.e., in this case, the 
purchase price plus the amount taxed as compensation income). If the employee holds the shares for 
more than one year, this gain or loss will be a long-term capital gain or loss. 

4. If the two-year holding period is satisfied, the Corporation will not receive any deduction for 
Federal income tax purposes with respect to the options or the shares issued pursuant thereto. If the 
two-year holding period is not satisfied, the Corporation may be entitled to a deduction in an amount 
equal to the amount which is considered compensation income. 
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The Proposed Amendment to the 1968 Employee Stock Purchase Plan 

On August 10, 1981, the Board of Directors amended the Employee Plan to increase the number of 
shares subject thereto from 3,250,000 to 5,750,000. The amendment will become effective only upon 
approval by the stockholders. This increase in shares is needed to enable the Corporation to continue 
operating the Employee Plan for the benefit of an expanding number of eligible employees. 

The Board of Directors recommends a vote FOR approving the amendment to the Employee Plan. 

PROPOSAL TO APPROVE THE 1981 
INTERNATIONAL EMPLOYEE STOCK PURCHASE PLAN 

On August 10, 1981, the Board of Directors adopted the 1981 International Employee Stock Purchase 
Plan (the "International Plan"), subject to stockholder approval. A total of 700,000 shares of Common 
Stock (subject to adjustment for stock splits and the like) in the aggregate may be sold under the 
International Plan. The complete text of the International Plan is attached hereto as Exhibit A. 

Except as noted herein, the provisions of the International Plan are substantially the same as the 1968 
Employee Stock Purchase Plan described above. The International Plan is intended to extend the benefits 
of the Employee Plan to employees of selected foreign subsidiaries of the Corporation or branches thereof. 
Employees of several foreign subsidiaries presently participate in the Employee Plan, but under present 
provisions of the United States tax laws it is impractical to extend the benefits of the U.S. tax-qualified 
Employee Plan to selected branches of foreign subsidiaries. The International Plan is not intended to be a 
tax-qualified plan under the Internal Revenue Code. 

It is expected that there will be no charges to income in connection with options granted under the 
International Plan, other than incidental expenses related to the issuance of the shares. 

In general, foreign tax laws will require participants in the International Plan to recognize taxable 
compensation income on the date of purchase of shares under the International Plan in an amount equal to 
the difference between the purchase price and the fair market value of the shares on the date of purchase. 
The foreign subsidiaries of the Corporation which participate in the International Plan generally will be 
entitled to a tax deduction in the same amount as the taxable compensation income recognized by the 
employee. Because the International Plan is not a U.S. tax-qualified plan, employees of participating 
foreign subsidiaries who are U.S. citizens or resident aliens will also recognize taxable compensation 
income under the Internal Revenue Code, but will be entitled to a tax credit equal to the taxes paid to 
foreign countries in respect of the options. 
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The Board of Directors recommends a vote FOR approval of the 1981 International Employee Stock 
Purchase Plan. 

Description of Other Stock Option Plans 

1968 Restricted Stock Purchase Plan. In 1968 the Corporation adopted the 1968 Restricted Stock 
Purchase Plan (the "1968 Plan"). The authority to grant additional options under the 1968 Plan expired 
upon the adoption by the stockholders of the 1976 Restricted Stock Option Plan. The terms and conditions 
of the 1968 Plan are substantially the same as the 1976 Restricted Stock Option Plan, except that directors 
were ineligible to receive options under the 1968 Plan whereas under the Restricted Plan directors who are 
also employees are eligible to receive options. 

As of August 1, 1981, options for 2,165,187 shares had been exercised under the 1968 Plan at an 
average purchase price per share of $7.39 and options for 951,544 shares at an average purchase price per 
share of $19.76 were subject to outstanding options with expiration dates ranging from February 9, 1982 to 
January 25, 1987. 

Qualified Stock Option Plan. In 1965 the Corporation adopted a qualified stock option plan for its 
employees. The authority to grant additional options under this plan expired in 1975, and all outstanding 
options expired in February 1980. Options for an aggregate of 1,615,384 shares were exercised under this 
plan. 

RATIFICATION OF SELECTION OF AUDITORS 

The Board of Directors has selected the firm of Coopers & Lybrand, independent public accountants, 
to serve as auditors for the fiscal year ending July 3, 1982, subject to ratification by the stockholders. 
Coopers & Lybrand has served as the Corporation's auditors since the organization of the Corporation. 

The Board of Directors recommends a vote FOR ratification of this selection. 

It is expected that a member of the firm of Coopers & Lybrand will be present at the Annual Meeting, 
will have an opportunity to make a statement if so desired and will be available to respond to appropriate 
questions. 

The Corporation's financial statements for its last fiscal year were examined by Coopers & Lybrand. 
In connection with the audit function, Coopers & Lybrand also performed limited reviews of the 
Corporation's quarterly financial statements, provided assistance and consultations in connection with the 
Corporation's annual report and its filings with the Securities and Exchange Commission and performed 
examinations of various of the Corporation's employee benefit plans. 
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In addition, Coopers & Lybrand provided other non-audit professional services to the Corporation, 
the aggregate fees for which were 39% of the fees for audit function services. Such other nonaudit services, 
and the percentage relationship of the related fees to the audit fees, included tax services for employees on 
international assignments including return preparation and consultation (29%), consultations regarding 
Federal and foreign income tax matters and review of various foreign income tax returns (6%) and other 
financial and accounting services aggregating 4% of audit fees. All professional services rendered by 
Coopers & Lybrand during the last fiscal year were furnished at customary rates and terms. 

The Audit Committee's policy regarding services to be provided by the principal accountant states 
that: they may be engaged to perform those services normally provided by accounting firms for Securities 
and Exchange Commission registered audit clients provided that the independence requirements of the 
American Institute of Certified Public Accountants and the Securities and Exchange Commission have 
been met. The Audit Committee reviewed and approved the non-audit services which had been 
performed during the last fiscal year, after giving consideration to the independence requirements referred 
to above. 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to soliciting 
stockholders by mail through its regular employees, the Corporation may request banks and brokers to 
solicit customers of theirs who have shares of Common Stock of the Corporation registered in the name of 
a nominee The Corporation will reimburse such banks and brokers for their reasonable out-of-pocket 
costs, at the rates suggested by the New York Stock Exchange. Solicitation by officers and employees of 
the Corporation may also be made of some stockholders in person, or by mail, telephone or telegraph, 
following the original solicitation. 

NOTICE OF BY-LAW AMENDMENT 

The Board of Directors, at its meeting held on April 27, 1981, voted to amend the Corporation's by
laws to change the date of the annual meeting of stockholders to the first Thursday in November from the 
last Tuesday in October. This notice is being provided pursuant to the provisions of the Massachusetts 
business corporation law and does not require action by the stockholders. 
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STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

Proposals of stockholders intended for inclusion in the proxy statement to be mailed to all 
stockholders entitled to vote at the next annual meeting of the Corporation must be received at the 
Corporation's principal executive offices not later than June 29, 1982. In order to curtail controversy as to 
the date on which a proposal was received by the Corporation, proponents should submit their proposals 
by Certified Mail—Return Receipt Requested. 

September 25, 1981 
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EXHIBIT A 

1981 INTERNATIONAL EMPLOYEE STOCK PURCHASE PLAN 

Article 1 —Purpose 

This 1981 International Employee Stock Purchase Plan (the "Plan") is intended as an incentive and 
o encourage stock ownership by all eligible employees of the Participating Subsidiaries of Digital 
Equipment Corporation (the "Company") so that they may share in the fortunes of the Company by 
acquiring or increasing their proprietary interest in the Company. The Plan is designed to encourage 
eligible employees to remain in the employ of the Company or its subsidiaries. 

Article 2—Eligible Employees 

In general, all employees of any of the Participating Subsidiaries of the Company who have 
completed six months employment with the Company or any of its subsidiaries shall be eligible to receive 
aptions under this Plan to purchase the Company's Common Stock. In certain instances, a Participating 
Subsidiary which has branches in more than one country may desire to implement the Plan in fewer than 
all countries in which its branches are located. In such an instance, upon approval by the Company s 
Board of Directors or the Committee (as defined in Article 18), only participating eligible employees of 
the branches located within the country or countries where implementation is desired will be granted 
options under this Plan. 

Participating eligible employees who have been so employed for six months or more on the first day of 
the Payment Period shall receive their options as of such day. Persons who attain the status of 
employment for six months or more after the date on which the initial options are granted under this Plan 
shall be granted options, if they elect to participate in the Plan, on the next date on which options are 
granted to all participating eligible employees. In no event may an employee be granted an option if such 
employee is a director or officer of the Company. 

Article 3—Stock Subject To The Plan 

The stock subject to the options shall be shares of the Company's authorized but unissued Common 
Stock or shares of Common Stock reacquired by the Company including shares purchased in the open 
market. The aggregate number of shares which may be issued pursuant to the Plan is 700,000, subject to 
increase or decrease by reason of stock split-ups, reclassifications, stock dividends, changes in par value 
and the like. 
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Article 4—Payment Periods And Stock Options 

The six-month periods, June 1 to November 30 and December 1 to May 31, are Payment Periods 
during which payroll deductions will be accumulated under the Plan. Each Payment Period includes only 
regular pay days falling within it. 

Twice each year, on the first business day of each Payment Period, each Participating Subsidiary will 
grant to each eligible employee who is then a participant in the Plan an option to purchase on the last day 
of such Payment Period, at the Option Price hereinafter provided for, such number of shares of the 
Common Stock of the Company reserved for the purpose of the Plan as does not exceed the greater of the 
number of shares equal in value to 10% of the employee's regular annual base pay divided by the price 
determined in accordance with (i) below, or 300 shares, on condition that such employee remains eligible 
to participate in the Plan throughout such Payment Period. The foregoing limitation on the number of 
shares which may be granted in any Payment Period is subject to increases or decreases by reason of stock 
split-ups, reclassifications, stock dividends, changes in par value and the like. The participant shall be 
entitled to exercise such options so granted only to the extent of his accumulated payroll deductions on the 
last day of such Payment Period. The Option Price for each Payment Period shall be the lesser of (i) 85% 
of the average market price of the Company's Common Stock on the first business day of the Payment 
Period, rounded up to avoid fractions other than VA, VI and VA, or (ii) 85% of the average market price of 
the Company's Common Stock on the last business day of the Payment Period, rounded up to avoid 
fractions other than VA, VI and VA. In the event of an increase or decrease in the number of outstanding 
shares of Common Stock of the Company through stock split-ups, reclassifications, stock dividends, 
changes in par value and the like, an appropriate adjustment shall be made in the number of shares and 
the Option Price per share provided for under the Plan, either by a proportionate increase in the number of 
shares and a proportionate decrease in the Option Price per share, or by a proportionate decrease in the 
number of shares and a proportionate increase in the Option Price per share, as may be required to enable 
an eligible employee who is then a participant in the Plan as to whom an option is exercised on the last day 
of any then current Payment Period to acquire such number of full shares as his accumulated payroll 
deductions on such date will pay for at the adjusted Option Price. 

For purposes of this Plan the term "average market price" means the average of the high and low 
prices of the Common Stock of the Company on the New York Stock Exchange or such other national 
securities exchange as shall be designated by the Board of Directors. 

For purposes of this Plan the term "business day" as used herein means a day on which there is 
trading on the New York Stock Exchange or such other national securities exchange as shall be designated 
by the Board of Directors pursuant to the proceeding paragraph. 
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No employee shall be granted an option which permits his rights to purchase Common Stock under 
the Plan and any similar plans of the Company or any parent or subsidiary corporations to accrue at a rate 
which exceeds $25,000 of fair market value of such stock (determined at the time such option is granted) 
for each calendar year in which such option is outstanding at any time. 

Article 5—Exercise of Option 

Each eligible employee who continues to be a participant in the Plan on the last business day of a 
Payment Period shall be deemed to have exercised his option on such date and shall be deemed to have 
acquired the number of full shares of Common Stock reserved for the purpose of the Plan as his 
accumulated payroll deductions on such date will pay for at such Option Price. If a participant is not an 
employee on the last business day of a Payment Period, he shall not be entitled to exercise his option. 

Article 6—Supplementary Contributions and Unused Payroll Deductions 

( a )  O n l y  f u l l  s h a r e s  o f  C o m m o n  S t o c k  m a y  b e  p u r c h a s e d  u n d e r  t h e  P l a n .  S u b j e c t  t o  t h e  l i m i t a t i o n  
set forth below, unused payroll deductions remaining in an employee s account at the end of a Payment 
Period will be carried forward to the succeeding Payment Period. However, in no event will the amount of 
unused payroll deductions carried forward from a Payment Period exceed the Option Price per share for 
-hat Payment Period. If for any Payment Period the amount of unused payroll deductions should exceed 
the Option Price per share of stock, the amount of the excess for any participant shall be refunded to such 
participant. 

( b )  A n  e m p l o y e e  w h o  h a s  c o m p l e t e d  a  P a y m e n t  P e r i o d  s h a l l  h a v e  t h e  r i g h t  t o  m a k e  a  
supplementary contribution in an amount equal to the Option Price for the most recently completed 
Payment Period less the unused payroll deductions being carried forward. The election to make a 
supplementary contribution shall be made by written notice received by the Participating Subsidiary s 
personnel office (the "Personnel Office") no later than 10 days after the beginning of the Payment Period 
in which the supplementary contribution is to be made and shall remain in effect through all succeeding 
Payment Periods until revoked by written notice received by the Personnel Office no later than 10 days 
after the beginning of the Payment Period to which such notice applies. 

( c )  A n  e m p l o y e e  i n i t i a l l y  e n t e r i n g  t h e  P l a n  w i l l  b e  p e r m i t t e d  t o  m a k e  a  s u p p l e m e n t a r y  c o n t r i b u t i o n  
in an amount equal to the Option Price for the most recently completed Payment Period. An election to 
make such supplementary contribution shall be made by written notice received by the Personne Office no 
later than 10 days after the beginning of the Payment Period in which the employee s supplementary 
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contribution is to be made. An election under this paragraph by an employee initially entering the Plan 
shall constitute an election to make supplementary contributions for succeeding Payment Periods, subject 
to the terms and conditions of paragraph (b) above. 

Article 7—Authorization For Entering Plan 

In addition to any procedures adopted by the Participating Subsidiary, each eligible employee 
entering the Plan must fill out, sign and deliver to the Personnel Office an Authorization: 

( a )  s t a t i n g  t h e  p e r c e n t a g e  t o  b e  d e d u c t e d  r e g u l a r l y  f r o m  h i s  p a y ;  

( b )  a u t h o r i z i n g  t h e  p u r c h a s e  o f  s t o c k  f o r  h i m  i n  e a c h  P a y m e n t  P e r i o d  i n  a c c o r d a n c e  w i t h  t h e  
terms of the Plan; and 

( c )  s p e c i f y i n g  t h e  e x a c t  n a m e  i n  w h i c h  s t o c k  p u r c h a s e d  f o r  h i m  i s  t o  b e  i s s u e d  a s  p r o v i d e d  u n d e r  
Article 11 hereof. 

Such Authorization must be received by the Personnel Office at least 10 days before the beginning 
date or such next succeeding Payment Period. 

Unless an employee files a new Authorization or withdraws from the Plan, his deductions and 
meffecr Authonzatlon he has on file under the Plan will continue as long as the Plan remains 

The Participating Subsidiary will accumulate and hold for the employee's account the amounts 
deducted from his pay. No interest will be paid on it. 

Article 8—Maximum Amount Of Payroll Deductions 

An employee may authorize payroll deductions in an amount not less than 2% but not more than 10% 

ZZttZZ thereof °n Sha" " "*to -P*—* con.nbutions 

Article 9—Changes In Payroll Deductions 

Deductions may be increased or decreased only once in a Payment Period. A new Authorization will 
be required and must be received by the Personnel Office. 
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Article 10—Withdrawal From The Plan 

An employee may withdraw from the Plan, in whole but not in part, at any time prior to the last 
business day of each Payment Period by delivering a Withdrawal Notice to the Personnel Office, in which 
event the Participating Subsidiary will promptly refund the entire balance of his deductions not theretofore 
used to purchase stock under the Plan. 

An employee who withdraws from the Plan is like an employee who has never entered the Plan. To 
re-enter, he must file a new Authorization at least 10 days before the beginning date of the next Payment 
Period which cannot, however, become effective before the beginning of the next Payment Period 
following his withdrawal. 

Article 11—Issuance of Stock 

A participant will receive Statements of Ownership for stock purchased under the Plan, or may elect to 
receive stock certificates instead of Statements of Ownership. 

Stock purchased under the Plan will be issued only in the name of the employee, or if his 
Authorization so specifies, in the name of the employee and another person of legal age as joint tenants 
w'th rights of survivorship. 

Article 12—No Transfer Or Assignment Of Employee's Rights 

An employee's rights under the Plan are his alone and may not be transferred or assigned to, or 
availed of by, any other person. Any option granted to an employee may be exercised only by him. 

Article 13—Termination Of Employee's Rights 

An employee's rights under the Plan will terminate when he ceases to be an employee because of 
retirement, resignation, layoff, discharge, death, change of status, or for any other reason. A Withdrawal 
Notice will be considered as having been received from the employee on the day his employment ceases, 
and all payroll deductions not used to purchase stock will be refunded. 

If an employee's payroll deductions are interrupted by any legal process, a Withdrawal Notice will be 
-onsidered as having been received from him on the day the interruption occurs. 
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Article 14—Termination And Amendments To Plan 

anv else when T 7 *7?™ * the ComPany's Board of Directors. It will terminate in 
haLTeen JureJls HSUtf 1 7 °fSt0Ck reSerVed for ,he PurP«ses of the Plan 

for Lrchase hm nm ' f°r ,he PUrpOSe of the Plan rcmain available 

shares shall he annorti h " '° Y a" then Unfilled purchase requirements, the available 
U™ sucht IS am°nK partlCipants in Pr°Ponion to their options and the Plan shall terminate. 
swTwSl be ™nd" d any termmaU°n 0f the Plan' a11 Pay™H deducttons not used to purchase 

The Board of Directors also reserves the right to amend the Plan Anm ,• 

Article 15 —Limitations On Sale Of Stock Purchased Under The Plan 

The Plan is intended to provide common stock for investment and not for resaIn tk n j„k 

not, however, intend to restrict or influence any employee in the conduct of h s owl tr 7^, 
may, therefore, sell stock purchased under the Plan a, any time heThool rt t  ̂
of an/ market fluctuations in the price of each stock. lhensk 

Article 16—Payment Of Expenses Related To Plan 

The Company and the Participating Subsidiaries will bear all costs of admlnicf» • a the Plan. administering and carrying out 

Article 17—Participating Subsidiaries 

The term Participating Subsidiaries" shall mean subsidiaries of the Corrman U -  _• A  

by the Board of Directors to participate in the Plan. The Board of Directors shaH H u ^ deS,g"at£d 

such designations before or after the Plan is approved by the stockholders ^ " 

Article 18—Administration Of The Plan 

The Plan shall be administered by a committee appointed bv the Board «fr>; . r, ^ 
(the "Committee"). The Committee shall consist of not less than three membe P>'ITc^or^0^tbe ^or"Pany 
o f  D i r e c t o r s .  T h e  B o a r d  o f  D i r e c t o r  m a y  f r o m  t i m e  t o  t i m e  r e m o v e  m e m b e r ! '  f t n l  a T " ' ' I t o  
the Committee. Vacancies on the Comm.fee, howsoever caused, shaded ££££ 
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The Committee shall select one of its members as Chairman, and shall hold meetings at such times and 
places as it may determine. Acts by a majority of the Committee, or acts reduced to or approved in writing 
by a majority of the members of the Committee, shall be the valid acts of the Committee. 

The interpretation and construction by the Committee of any provisions of the Plan or of any option 
granted under it shall be final unless otherwise determined by the Board of Directors. The Committee may 
from time to time adopt such rules and regulations for carrying out the Plan as it may deem best. No 
member of the Board of Directors or the Committee shall be liable for any action or determination made 
in good faith with respect to the Plan or any option granted under it. 

Article 19—Optionees Not Stockholders 

Neither the granting of an option to an employee nor the deductions from his pay shall constitute such 
employee a stockholder of the shares covered by an option until such shares have been purchased by and 
issued to him. 

Article 20—Application Of Funds 

The proceeds received by the Company from the sale of Common Stock pursuant to options granted 
under the Plan will be used for general corporate purposes. 

Article 21—Governmental Regulations 

The Company's obligation to sell and deliver shares of the Company's Common Stock under this Plan 
is subject to the approval of any governmental authority required in connection with the authorization, 
issuance or sale of such stock. 

Article 22—Approval Of Stockholders 

The Plan was adopted by the Company's Board of Directors on August 10, 1981, subject to approval 
by the stockholders of the Company. 
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GDID0BD 
September 24, 1982 

Dear Fellow Stockholder: 

You are cordially invited to attend our Annual Meeting of Stockholders which will be held this year 
on Thursday, November 4, 1982, at 11:00 A.M., in the Ballroom, The Copley Plaza Hotel, Copley Square, 
Boston, Massachusetts. 

The notice of meeting and proxy statement which follow describe the business to be conducted at the 
meeting. We will also give a presentation on the current status of our business. 

Whether or not you plan to attend the meeting in person, it is important that your shares be 
represented and voted. After reading the enclosed Notice of Annual Meeting and Proxy Statement, may I 
urge you to complete, sign, date and return your proxy ballot in the envelope provided. If the address on 
the accompanying material is incorrect, please advise our Investor Services Department in writing at 111 
Powdermill Road, Maynard, Massachusetts 01754 or telephone (617) 493-5207. 

Your vote is important. We will appreciate a prompt return of your signed proxy ballot and hope to 
see you at the meeting. 

For the Board of Directors, 

KENNETH H. OLSEN 
President and Chief Executive Officer 

DIGITAL EQUIPMENT CORPORATION, 146 MAIN STREET, MAYNARD, MASSACHUSETTS 01754 



DIGITAL EQUIPMENT CORPORATION 

NOTICE OF 1982 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment Corporation, a 
Massachusetts corporation, will be held on Thursday, November 4, 1982, at 11:00 A.M., in the Ballroom, 
The Copley Plaza Hotel, Copley Square, Boston, Massachusetts, for the following purposes: 

1. To fix the number of directors at seven and to elect a Board of Directors for the ensuing year. 

2. To ratify the selection of the firm of Coopers & Lybrand as auditors for the fiscal year ending 
July 2, 1983. 

3. To transact such other business as may properly come before the meeting. 

Stockholders entitled to notice of and to vote at the meeting shall be determined as of the close of 
business on September 10, 1982, the record date fixed by the Board of Directors for such purpose. 

September 24, 1982 

Stockholders are requested to sign the enclosed proxy card and return it promptly in the enclosed 
stamped envelope to Digital Equipment Corporation, P.O. Box 490, Maynard, Massachusetts 01754, 
Att'n: Investor Services Department. 

By Order of the Board of Directors, 

EDWARD A. SCHWARTZ, Clerk 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of Directors of 
Digital Equipment Corporation (the "Corporation") for use at the 1982 Annual Meeting of Stockholders. 

An Annual Report to Stockholders, containing financial statements for the fiscal year ended July 3, 
1982, has been sent herewith to all stockholders entitled to vote. This proxy statement and form of proxy 
were first sent to stockholders on or about the date stated on the accompanying Notice of 1982 Annual 
Meeting. 

Only stockholders of record as of the close of business on September 10, 1982 will be entitled to vote 
at the meeting and any adjournments thereof. As of that date, 55,319,793 shares of Common Stock of the 
Corporation were issued and outstanding. Each share outstanding as of the record date will be entitled to 
one vote, and stockholders may vote in person or by proxy. Execution of a proxy will not in any way affect 
a stockholder's right to attend the meeting and vote in person. Any stockholder giving a proxy has the 
right to revoke it at any time before it is exercised by written notice to the Clerk of the Corporation. In 
addition, stockholders attending the meeting may revoke their proxies at that time. 

The persons named as attorneys in the proxies are directors of the Corporation. All properly executed 
proxies returned in time to be cast at the meeting, if no contrary instruction is indicated, will be voted as 
stated below under "Election of Directors", and will be voted FOR the ratification of the selection of the 
auditors. Directors are elected by a plurality of votes cast, and the affirmative vote of a majority of the 
shares present or represented at the meeting is required for approval of any other matter. 

The Corporation knows of no other matter to be presented at the meeting. If any other matter should 
be presented at the meeting upon which a vote properly may be taken, shares represented by all proxies 
received by the Corporation will be voted with respect thereto in accordance with the judgment of the 
persons named as attorneys in the proxies. 



ELECTION OF DIRECTORS 

Nominees for Directors 

The directors of the Corporation are elected annually and hold office until the next annual meeting 
and until their successors have been elected and have qualified. Pursuant to the Corporation's by-laws, the 
stockholders fix the number of directors at the annual meeting, subject to the authority of the directors tc 
increase the size of the Board. Any stockholder submitting a proxy has the right to withhold authority tc 
vote for any individual nominee to the Board of Directors by writing that nominee's name in the space 
provided on the proxy. Shares represented by all proxies received by the Corporation and not so markec 
as to withhold authority to vote for any individual director or for all directors will be voted FOR fixing the 
number of directors for the ensuing year at seven and FOR the election of the nominees named below 
The Corporation knows of no reason why any such nominee should be unable to serve, but if such shoulc 
be the case, proxies will be voted for the election of some other person, or for fixing the number o 
directors at a lesser number. 

The nominees for directors and further information with respect to each nominee are set forth below 

KENNETH H. OLSEN 
Mr. Olsen, age 56, founded Digital Equipment Corporation in 1957 and has served since tha 
time as its President and Chief Executive Officer. Mr. Olsen is also a director of Ford Moto 
Company, Shawmut Corporation and Polaroid Corporation. He has been a director of Digita 
Equipment Corporation since 1957. 

VERNON R. ALDEN 
Mr. Alden, age 59, is Chairman of the Massachusetts Business Development Council, a 
organization to improve the economic climate and attract industry to the state. He was formerl 
Chairman of the Board and Executive Committee of The Boston Company, Inc., managers c 
financial resources. Mr. Alden is also a director of ARA Services, Inc., Augat, Inc., Colgate 
Palmolive Company, McGraw-Hill, Inc., The Mead Corporation and Sonesta Internation; 
Hotels Corporation. He has been a director of Digital Equipment Corporation since 1959 and 
a member of its Compensation and Stock Option Committee. 

PHILIP CALDWELL 
Mr. Caldwell, age 62, is Chairman of the Board and Chief Executive Officer of Ford Mote 
Company and has been an officer of Ford for 14 years. Mr. Caldwell is also a director of Chai 
Manhattan Corporation and Chase Manhattan Bank. He has been a director of Digit 
Equipment Corporation since 1980. 
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ARNAUD DE VITRY 
Mr. de Vitry, age 56, is Chairman of the Board, Dunlop S.A., France, manufacturers, and 
Chairman of the Board and Chief Executive Officer of Eureka SICAV, France, an investment 
company. He is also a director of Ionics, Incorporated. He has been a director of Digital 
Equipment Corporation since 1957. 

GEORGES F. DORIOT 
General Doriot, age 83, is the retired Chairman of the Board of American Research and 
Development Corporation, a venture capital investment company. He is a director of Sun Life 
Assurance Company of Canada (U.S.). He has been a director of Digital Equipment 
Corporation since 1972 and is a member of its Audit Committee and its Compensation and Stock 
Option Committee. 

WILLIAM H. MCLEAN 
Mr. McLean, age 71, is an engineering consultant. He was formerly the Vice President and Dean 
of Stevens Institute of Technology. He is also a director of Economics Laboratory, Inc. and 
National Aviation and Technology Corporation. He has been a director of Digital Equipment 
Corporation since 1967 and is a member of its Audit Committee. 

DOROTHY E. ROWE 
Miss Rowe, age 65, was formerly Senior Vice President and Treasurer of American Research and 
Development Corporation, a venture capital investment company. She is a trustee of the Boston 
Five Cents Savings Bank and a trustee of the School Street Mutual Fund (an open-end 
management investment company). Miss Rowe has been a director of Digital Equipment 
Corporation since 1962 and is a member of its Audit Committee and its Compensation and Stock 
Option Committee. 
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Stock Ownership of Nominees 

Shown below is certain information as of August 1, 1982 with respect to beneficial ownership of shares 
of the Corporation's Common Stock by all director nominees individually and by all 42 directors and 
officers of the Corporation as a group. Unless otherwise indicated, the named person possesses sole voting 
and investment power with respect to the shares. 

Beneficial Owner Shares Beneficially Owned 

KENNETH H. OLSEN 
VERNON R. ALDEN 
PHILIP CALDWELL 
ARNAUD DE VITRV 
GEORGES F. DORIOT 
WILLIAM H. MCLEAN 
DOROTHY E. ROWE 
All 42 directors and officers as a group, including those named 

above(3) 

( 1 )  I n c l u d e s  4 0 , 0 0 0  s h a r e s  w h i c h  M r .  O l s e n  h a s  t h e  r i g h t  t o  a c q u i r e  b y  e x e r c i s e  o f  s t o c k  o p t i o n s .  
Such 2,456,938 shares represent 4.4% of the Corporation's issued and outstanding Common Stock. Mr. 
Olsen may be deemed to be a controlling person of the Corporation. 

( 2 )  I n c l u d e s  2 0 5 , 2 6 5  s h a r e s  h e l d  b y  e i t h e r  a  f i n a n c i a l  i n s t i t u t i o n  o r  a  n o m i n e e  i n  a  f i d u c i a r y  c a p a c i t y  
for the benefit of members of Mr. de Vitry's family. Mr. de Vitry disclaims beneficial ownership of such 
shares. 

( 3 )  I n c l u d e s  4 4 8 , 9 6 1  s h a r e s  w h i c h  t h e  o f f i c e r s  a s  a  g r o u p  h a v e  t h e  r i g h t  t o  a c q u i r e  b y  e x e r c i s e  o f  
stock options granted under the Corporation's various stock option plans. These 3,689,067 shares 
represent approximately 7% of the Corporation's issued and outstanding Common Stock, assuming 
exercise of the stock options. 

The Corporation knows of no person who owns beneficially more than 5% of the Common Stock. 
Each director other than Mr. Olsen owns beneficially less than 1% of the Common Stock. 
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2,456,938( 1) 
60,360 

100 
362,265(2) 

15,649 
1,200 

90,177 

3,689,067 



Committees of the Board 

The Board of Directors has an Audit Committee and a Compensation and Stock Option Committee. 

The Audit Committee recommends to the Board of Directors the selection of the independent auditors 
to be employed by the Corporation, reviews generally the internal and external audit plans and the results 
thereof, reviews generally the Corporation's internal accounting controls with the internal and external 
auditors and reviews compliance with the Corporation's policy on non-audit services provided by the 
independent auditors. 

The Compensation and Stock Option Committee reviews and recommends to the Board the 
compensation of directors and of those officers who are members of management's operations committee, 
and reviews and recommends to the Board the adoption of any compensation plans in which directors and 
officers are eligible to participate. The Committee also administers and interprets the Corporation's stock 
option plans and, subject to the provisions of the plans, selects the employees who are to participate in such 
plans and determines the terms of their participation, subject to Board approval. 

The Board of Directors as a whole acts as the Nominating Committee and, consequently, is 
responsible for nominations to the Board of Directors. The Board of Directors will consider highly 
qualified candidates proposed in writing by stockholders. Stockholders who wish to propose a nomination 
should submit the person's name and background information to the Secretary of the Corporation. 

The Board of Directors held nine meetings during the fiscal year ended July 3, 1982, the Audit 
Committee met four times, and the Compensation and Stock Option Committee met four times. All 
directors attended at least 75% of the total number of meetings of the Board and the committees to which 
they belong. 
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REMUNERATION AND OTHER INFORMATION 

The table below shows the remuneration paid or accrued by the Corporation and its subsidiar 
during the fiscal year ended July 3, 1982, to the six most highly compensated executive officers of I 
Corporation, and to all officers and directors as a group, for services in all capacities. 

Name and Capacities 
in Which Served 

Kenneth H. Olsen 
President and Director 

Winston R. Hindle, Jr 
Vice President 

John J. Shields ..: 
Vice President 

John F. Smith 
Vice President 

C. Gordon Bell 
Vice President 

Alfred M. Bertocchi 
Vice President 

All 44 officers and directors as a group, including those 
named above(3) 

Salaries, Fees, 
Directors' Fees( 1), 
Commissions and 

Bonuses(2) 

$ 509,175 

$ 223,413 

$ 223,413 

$ 223,413 

$ 220,080 

S 220,080 

$5,614,555 

( 1 )  E a c h  d i r e c t o r  w h o  i s  n o t  a l s o  a n  o f f i c e r  o f  t h e  C o r p o r a t i o n  r e c e i v e s  a n  a n n u a l  r e t a i n e r  o f  $ 1 2 , 0  
for Board service, plus $500 for each Board meeting and each committee meeting attended. Directors i 
also reimbursed for out-of-pocket expenses incurred in attending Board and committee meetings. 

( 2 )  O t h e r  t h a n  a s  s e t  f o r t h  b e l o w  u n d e r  " R e t i r e m e n t  P l a n s " ,  " S t o c k  O p t i o n s " ,  a n d  t h e  s t o c k  p i  
descriptions, during the fiscal year the officers and directors of the Corporation received no securities 
property, insurance benefits or reimbursement (other than benefits under the Corporation's gro 
insurance plans for its employees), significant personal benefits, or contingent forms of remuneration frc 
the Corporation or its subsidiaries. 

( 3 )  P e r s o n s  w h o  s e r v e d  f o r  a n y  p a r t  o f  t h e  y e a r ,  a n d  t h e i r  r e m u n e r a t i o n  f o r  t h e  p a r t  o f  t h e  y t  
served, are included. 



Retirement Plans 

All of the Corporation's officers, other than three officers based in Europe, are participants in the 
anes Corporation's defined benefit pension plan for its United States employees. 
r the 

Benefits under the pension plan, as amended, are based upon the employee's earnings during service 
with the Corporation and its subsidiaries and are payable after retirement in the form of annuities or lump 

i sum benefits. The annual amount payable upon retirement at age 65 under the present provisions of the 
plan, without regard to any survivor options, is V/2% of the aggregate cumulative amount of the 
participant's base salary and wages earned on and after July 1, 1979 plus, for those persons who were plan 
participants on July 1, 1979, 1 Vi% of the annual average of the participant's compensation between July 1, 
1974 and June 30, 1979 multiplied by the number of years of such participant's accredited service prior to 
July 1, 1979. Under the present provisions of the plan, a participant's annual pension may not exceed the 
lesser of the maximum allowable dollar limit as adjusted annually ($136,425 for calendar 1982), or 100% 
of the participant's average compensation for the participant's three highest consecutive years of service 
with the Corporation. 

Employees outside the United States are covered by different retirement plans varying from country to 
country. 

Estimated annual retirement benefits at age 65 for the following individuals would be: Mr. Olsen, 
$136,425; Mr. Hindle, $81,833; Mr. Shields, $107,748; Mr. Smith, $92,163; Mr. Bell, $91,541; and Mr. 
Bertocchi, $61,258. 

Stock Options 

QQ The following table shows as to certain named officers, and as to all officers as a group including the 
ire named officers: (i) the number of shares of the Corporation's Common Stock subject to options granted 

between July 2, 1977 and August 1, 1982; (ii) the average per share option exercise price thereof and the 
average per share market price of the Corporation's Common Stock on the dates of grant thereof; (iii) the 

an net value of shares acquired from July 2, 1977 to August 1, 1982 upon the exercise of options granted 
or during the period or prior thereto; (iv) the number of shares subject to all options outstanding on August 
JP 1, 1982; and (v) the unrealized net value of such outstanding options at August 1, 1982. The Corporation 
m does not grant stock appreciation rights. 

ar 
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All 
Officers 

De 

Shares of Common Slock 
K.H. 

Olsen 
W. R. 
Hindle 

J. J. 
Shields 

J. F. 
Smith 

C. G. 
Bell 

A. M. 
Bertocchi 

as a 
Group! 1) 

"f 

Options Granted 7/2/77 
to 8/1/82: 

Number of shares 30,000 11,000 14,500 15,500 13,500 11,000 304,278 

ar 
ni 

ai 
Average per share exercise 

price ^ $33.62 $38.58 $37.41 $36.46 $34.90 $38.58 $33.56 

ki 
Average per share market 

price on dates of grant $63.83 $67.06 $65.08 $62.33 $64.30 $67.06 $67.89 si 
Options Exercised 7/2/77 

to 8/1/82: 
Number of shares -0- 7,943 10,300 -0- 17,400 16,287 215,663 

u 

P 
r 

Net value realized upon ex
ercise! 2) -0- $324,530 $482,198 -0- $536,238 $973,367 $11,821,440 V 

f 
Options Outstanding at 8/1 /82: 

Number of shares! 3) 

Unrealized net value(4) 

40,000 

$1,474,840 

18,587 

$613,219 

14,890 

$449,281 

26,213 

$959,366 

16,600 

$541,200 

18,825 

$665,585 

448,961 

$16,795,547 

c 
c 
] 

( 1 )  D i r e c t o r s  w h o  a r e  n o t  a l s o  o f f i c e r s  o f  t h e  C o r p o r a t i o n  d o  n o t  p a r t i c i p a t e  i n  t h e  C o r p o r a t i o n ' s  

stock option plans. 
( 2 )  T h e  n e t  v a l u e  r e a l i z e d  u p o n  e x e r c i s e  o f  o p t i o n s  i s  t h e  d i f f e r e n c e  b e t w e e n  t h e  m a r k e t  v a l u e  o f  t h e  

shares received upon exercise and the exercise price thereof. 
( 3 )  O p t i o n s  g r a n t e d  u n d e r  t h e  C o r p o r a t i o n ' s  r e s t r i c t e d  s t o c k  o p t i o n  p l a n s  a r e  e x e r c i s a b l e  i n  f u l l  o n  

the date of grant but shares purchased thereunder are subject to repurchase at the option of the 
Corporation at the'exercise price, unless such repurchase option has lapsed. Such repurchase option lapses 
over the life of the grant whether or not the option has been exercised. See "Description of the 19 lb 
Restricted Stock Option Plan" and "Description of the 1968 Restricted Stock Purchase Plan" below. Ot 
the number of shares subject to options held by all officers as a group which were outstanding at August 1, 
1982, approximately 77% were subject to such repurchase options. 

( 4 )  U n r e a l i z e d  n e t  v a l u e  r e p r e s e n t s  t h e  d i f f e r e n c e  b e t w e e n  $ 6 6 ,  w h i c h  w a s  t h e  c l o s i n g  p r i c e  o f  t h e  
Corporation's Common Stock on the New York Stock Exchange on Friday, July 30, 1982, and the 
applicable exercise price per share. 
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Description of the 1976 Restricted Stock Option Plan 

In 1976 the Board of Directors and stockholders adopted the 1976 Restricted Stock Option Plan (the 
"Restricted Plan"). A total of 8,600,000 shares of Common Stock (subject to adjustment for stock splits 
and the like) in the aggregate may be sold under the Restricted Plan. Not more than 3% of the aggregate 
number of shares issuable under the Restricted Plan may be sold to any one employee. At August 1, 1982, 
approximately 6,095 employees were participating in the Restricted Plan. 

The Restricted Plan authorizes the grant of options to purchase the Corporation's Common Stock to 
key employees of the Corporation and its subsidiaries coupled with a prohibition against disposition of 
such shares and a requirement to offer such shares for resale to the Corporation at their purchase price 
upon termination of employment, which restrictions and obligation of resale lapse from time to time as to 
portions of the grant (whether or not the option has been exercised), as determined by the Board of 
Directors or the Compensation and Stock Option Committee of the Board of Directors (the "Committee") 
which administers and interprets the Restricted Plan. The exercise price of options granted under the 
Restricted Plan is specified by the Board of Directors, but in no event may this price be less than the lower 
of (i) 50% of the fair market value per share at the date of grant or (ii) book value per share as of the end 
of the Corporation's fiscal year immediately preceding the grant date. Options may be granted under the 
Restricted Plan from time to time through December 31, 1988, the termination date of the Restricted Plan. 

Employees, including officers, of the Corporation or any of its subsidiaries, and consultants, are 
eligible to receive options under the Restricted Plan. Directors who are also employees are eligible to 
receive options if they are not members of the Committee. Subject to the terms of the Restricted Plan, the 
Committee has exclusive jurisdiction to select the employees to whom options are granted, to determine 
the number of shares subject to such options, the time or times when options are to be granted and the rate 
and time of lapse of restrictions. 

As of August 1, 1982, options for 347,809 shares had been exercised under the Restricted Plan at an 
average purchase price per share of $20; options for 3,030,690 shares at an average purchase price per 
share of $33.76 were outstanding with expiration dates ranging from February 10, 1987 to September 26, 
1992; and 5,221,501 shares remained available for additional option grants. 

Description of the 1968 Employee Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders adopted an Employee Stock Purchase Plan (the 
"Employee Plan") for substantially all employees of the Corporation and its participating subsidiaries, 
other than directors, officers and highly compensated employees. At August 1, 1982, approximately 55,000 
employees were eligible to participate in the Employee Plan, and approximately 23,200 employees were 
participating. 
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The Employee Plan authorizes the issuance of a maximum of 5,750,000 shares of Common Stoc 
(subject to adjustment for stock splits and the like) pursuant to the exercise of non-transferable options 
granted to participating employees. 

Under the terms of the Employee Plan, the option price is an amount equal to 85% of the fair market 
value of the stock on the first or last business day of the six-month payment period (the Payment 
Period") whichever is lower (subject to adjustment for stock splits and the like). Options are granted 
twice yearly on December 1 and June 1, the first days of each Payment Period. The options are exercisable 
through accumulation of payroll deductions (up to a maximum of 10% of regular base pay) during tne 
Payment Period. At August 1, 1982, 2,851,345 shares had been purchased by employees under tne 
Employee Plan and 2,898,655 shares remained available for additional option grants. 

Description of the 1981 International Employee Stock Purchase Plan 

In 1981, the Board of Directors and the stockholders adopted the 1981 International Employee Stock 
Purchase Plan (the "International Plan"). A total of 700,000 shares of Common Stock (subject to 
adjustment for stock splits and the like) in the aggregate may be sold under the International Plan. 

The provisions of the International Plan are substantially the same as the 1968 Employee Stock 
Purchase Plan described above. The International Plan is intended to extend the benefits of the Employee 
Plan to employees of selected foreign subsidiaries of the Corporation or branches thereof; directors and 
officers of the Corporation are excluded. Employees of several foreign subsidiaries presently participate in 
the Employee Plan, but under present provisions of the United States tax laws it is impractical to extend 
the benefits of the U.S. tax-qualified Employee Plan to selected branches of foreign subsidiaries. The 
International Plan is not intended to be a tax-qualified plan under the Internal Revenue Code. 

The first six month enrollment period commenced in June, 1982; at August 1, 1982, no shares had 
been purchased under the International Plan and 700,000 shares remained available for option grants. 

Description of the 1968 Restricted Stock Purchase Plan 

In 1968 the Corporation adopted the 1968 Restricted Stock Purchase Plan (the "1968 Plan"). The 

authority to grant additional options under the 1968 Plan expired upon the adoption by the stockholders o 
the 1976 Restricted Stock Option Plan. The terms and conditions of the 1968 Plan are substantially the 
same as the 1976 Restricted Stock Option Plan, except that directors were ineligible to receive options 
under the 1968 Plan whereas under the Restricted Plan directors who are also employees are eligible to 
receive options. 
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As of August I, 1982, options for 2,333,552 shares had been exercised under the 1968 Plan at an 
average purchase price per share of $7.92 and options for 756,717 shares at an average purchase price per 
share of $20.92 were subject to outstanding options with expiration dates ranging from February 9, 1982 to 
January 25, 1987. 

Description of Employee Stock Ownership Plan 
In 1982, the Corporation may adopt the Digital Equipment Corporation Employee Stock Ownership 

Plan (the "ESOP") and establish a related trust. Substantially all United States employees will participate 
in the ESOP. The Corporation intends to make contributions of stock or cash to the trust equivalent to not 
more than Vi% of the base salaries (not in excess of $100,000 salary for any employee) of all participating 
employees for calendar years 1983 and 1984 and not more than %% of such base salaries for calendar 
years 1985, 1986 and 1987. Federal tax law generally allows a tax credit for the Corporation equal to the 
full value of the contribution. 

Stock will be allocated to individual accounts for participating employees in proportion to their 
included salaries and all allocations will be fully vested. Employees are entitled to vote all shares allocated 
to their respective accounts. Distributions will be made at death, retirement, termination of employment, 
or as the ESOP may otherwise provide. 

RATIFICATION OF SELECTION OF AUDITORS 

The Board of Directors has selected the firm of Coopers & Lybrand, independent public accountants, 
to serve as auditors for the fiscal year ending July 2, 1983, subject to ratification by the stockholders. 
Coopers & Lybrand has served as the Corporation's auditors since the organization of the Corporation. 

The Board of Directors recommends a vote FOR ratification of this selection. 
It is expected that a member of the firm of Coopers & Lybrand will be present at the Annual Meeting, 

will have an opportunity to make a statement if so desired and will be available to respond to appropriate 
questions. 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to soliciting 
stockholders through its regular employees, the Corporation may request banks and brokers to solicit 
customers of theirs who have shares of Common Stock of the Corporation registered in the name of a 
nominee. The Corporation will reimburse such banks and brokers for their reasonable out-of-pocket costs, 
at the rates suggested by the New York Stock Exchange. Solicitation by officers and employees of the 
Corporation may also be made of some stockholders in person, or by mail, telephone or telegraph, 
following the original solicitation. 

1 1  



STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

Proposals of stockholders intended for inclusion in the proxy statement to be mailed to all 
stockholders entitled to vote at the next annual meeting of the Corporation must be received at the 
Corporation's principal executive offices not later than June 28, 1983. In order to curtail controversy as t 
the date on which a proposal was received by the Corporation, proponents should submit their proposals 
by Certified Mail—Return Receipt Requested. 

September 24, 1982 
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ELECTION OF DIRECTORS 

Nominees for Directors 

The directors of the Corporation are elected annually and hold office until the next annual 
meeting and until their successors have been elected and have qualified. Pursuant to the 
Corporation s by-laws, the stockholders fix the number of directors at the annual meeting, subject 
to the authority of the directors to increase the size of the Board. Any stockholder submitting a 
proxy has the right to withhold authority to vote for any individual nominee to the Board of 
Directors by writing that nominee's name in the space provided on the proxy. Shares represented 
by all proxies received by the Corporation and not so marked as to withhold authority to vote for 
any individual director or for all directors will be voted FOR fixing the number of directors for the 
ensuing year at seven and FOR the election of the nominees named below. The Corporation 
knows of no reason why any such nominee should be unable to serve, but if such should be the 
case, proxies will be voted for the election of some other person, or for fixing the number of 
directors at a lesser number. 

The nominees for directors and further information with respect to each nominee are set forth 
below. 

KENNETH H. OLSEN 
Mr. Olsen, age 57, founded Digital Equipment Corporation in 1957 and has served since 
that time as its President and Chief Executive Officer. Mr. Olsen is also a director of 
Ford Motor Company, Shawmut Corporation and Polaroid Corporation. He has been a 
director of Digital Equipment Corporation since 1957. 

VERNON R. ALDEN 
Mr. Alden, age 60, is Chairman of the Massachusetts Business Development Council, an 
organization to improve the economic climate and attract industry to the state He was 
formerly Chairman of the Board and Executive Committee of The Boston Company, 
Inc., managers of financial resources. Mr. Alden is also a director of ARA Services, Inc., 
Augat, Inc., Colgate-Palmolive Company, McGraw-Hill, Inc., The Mead Corporation 
and Sonesta International Hotels Corporation. He has been a director of Digital 

SESTET" a"d " " memb" °f'K C°n.pe„sa„o„ and Stock 

PHILIP CALDWELL 

Mr Caldwell, age 63 is Chairman of the Board and Chief Executive Officer of Ford 
Motor Company and has been an officer of Ford for 15 years. Mr. Caldwell is also a 
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director of Chase Manhattan Corporation and Chase Manhattan Bank. He has been a 
director of Digital Equipment Corporation since 1980. 

ARN Mr de Visage 57, is Chairman of the Board and Chief Executive Officer of Eureka 
SICAV, France, an investment company. He is also a director of Ionics, Incorporate . 
He has been a director of Digital Equipment Corporation since 1957. 

GE°General Doriot, age 84, is the retired Chairman of the Board of American Research and 
Development Corporation, a venture capital investment company. He has been a 
director of Digital Equipment Corporation since 1972 and is a member of its Audi 
Committee and its Compensation and Stock Option Committee. 

WILLIAM H. MCLEAN . 
Mr. McLean, age 72, is an engineering consultant. He was formerly the Vice Presiden 
and Dean of Stevens Institute of Technology. He is also a director of Econom cs 
Laboratory, Inc., National Aviation and Technology Corporation, and National Tele
communications & Technology Fund, Inc. He has been a director of Digital Equipment 
Corporation since 1967 and is a member of its Audit Committee. 

D°RMissY Rowe°Wage 66, was formerly Senior Vice President and Treasurer of American 
Research and Development Corporation, a venture capital investment company. She is 
a trustee of the Boston Five Cents Savings Bank and a trustee of the School Street 
Mutual Fund (an open-end management investment company). Miss Rowe has been a 
director of Digital Equipment Corporation since 1962 and is a member of its Audit 
Committee and its Compensation and Stock Option Committee. 
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Stock Ownership of Nominees 

of shSa«sWof̂ r?™na,in i?fo™a"on a;°f A-8US. 1, 1983 with respect ,o beneficial ownership 
ffl Of the Corporation s Common Stock by all director nominees individually and by all 

officers and directors of the Corporation as a group. Unless otherwise indicated the named 
person possesses sole voting and investment power with respect to the shares. 

Beneficial Owner 
Shares Beneficially Owned 

KENNETH H. OLSEN 
VERNON R. ALDEN 2,424,235( 1) 
PHILIP CALDWELL 59,550 
ARNAUD DE VLTRY 
GEORGES F. DORIOT 360,000( 2) 
WILLIAM H. MCLEAN 15,649 
DOROTHY E. ROWE 

All 35 officers and directors as a group, including those named above.. 3,4^7 060(3) 

( 1 )  I n c l u d e s  5 0 , 0 0 0  s h a r e s  w h i c h  M r .  O l s e n  h a s  t h e  r i o h r  •  ,  
options. Such 2,424,235 shares represent 4.3% of the Co^raLn'sT A "T"* T 
Common Stock. orporation s issued and outstanding 

( 2 )  I n c l u d e s  2 0 3 , 0 0 0  s h a r e s  h e l d  b y  e i t h e r  a  f i n a n c i a l  i n s t i t u t i o n  „ r ,  •  •  
capacity for the benefit of members of Mr. de Vitry's familv T v T* 3 * 
ownership of such shares. try declaims beneficial 

( 3 )  I n c l u d e s  4 1 0 , 7 5 0  s h a r e s  w h i c h  t h e  o f f i c e r s  a s  a  g r o u D  have the u 
exercise of stock options granted under the Corporation's variL « l ng '° aCqU're V 

3,417,060 shares represent approximately 6% of the Corooratin ' T" P'a"S' TheSC 

Common Stock, assuming exercise of the stock options. $ 'SS and outstandine 

The Corporation knows of no person who owns benefiriallv m l ee. 

Stock. Each director other than Mr. Olsen owns beneficially! JZ" £££££! 

Certain Relationships and Related Transactions 

Kenneth H. Olsen's son, Glen Olsen, is a director, president 
Business Systems Applications, Inc., an authorized dealer of DistalP COntrollln8 shareholder of 
does business with Digital Equipment Corporation on the usL, qUipment Corporation which 

terms and conditions for other 
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authorized dealers. During the fiscal year ended July 2, 1983, Digital Equipment Corporation s 
total sales to Business Systems Applications, Inc. were approximately $1,000,000. 

Philip Caldwell's son-in-law is a middle management employee of the Corporation and 
receives the usual and customary compensation for the position he serves. 

Committees of the Board 
The Board of Directors has an Audit Committee and a Compensation and Stock Option 

Committee. 
The Audit Committee recommends to the Board of Directors the selection of the independent 

auditors to be employed by the Corporation, reviews generally the internal and external audit 
plans and the results thereof, reviews generally the Corporation's internal accounting controls with 
the internal and external auditors and reviews compliance with the Corporation s policy on non-
audit services provided by the independent auditors. 

The Compensation and Stock Option Committee reviews and recommends to the Board the 
compensation of directors and of those officers who are members of the senior management 
committees, and reviews and recommends to the Board the adoption of any compensation plans in 
which directors and officers are eligible to participate. The Committee also administers and 
interprets the Corporation's stock option plans and, subject to the provisions of the plans, selects 
the employees who are to participate in such plans and determines the terms of their participation, 
subject to Board approval. 

The Board of Directors as a whole acts as the Nominating Committee and, consequently, is 
responsible for nominations to the Board of Directors. The Board of Directors will consider highly 
qualified candidates proposed in writing by stockholders. Stockholders who wish to propose a 
nomination should submit the person's name and background information to the Secretary of the 
Corporation. 

The Board of Directors held eight meetings during the fiscal year ended July 2, 1983, the 
Audit Committee met five times, and the Compensation and Stock Option Committee met two 
times. All directors attended at least 75% of the total number of meetings of the Board and the 
committees to which they belong. 
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REMUNERATION AND OTHER INFORMATION 

The table below shows the remuneration paid or accrued by the Corporation and its 
subsidiaries during the fiscal year ended July 2, 1983, to the five most highly compensated 
executive officers of the Corporation, and to all officers and directors as a group, for services in all 
capacities. 

Salaries, Fees, 
K, . _ . . Direclors' Fees( t), 
N*mf a™1 Capacities Commissions and 

in Which Served Bonuses(2) 

Kenneth H. Olsen. $ 655 000 
President and Director 

Jo|\n J-Shields $ 309,000 
Vice President 

Winston R. Hindle, Jr. $ 305,000 
Vice President 

John F Smith $ 305,000 
Vice President 

Alfred M. Bertocchi $ 2g5 000 
Vice President 

All 41 officers and directors as a group, including those 
named above(3)(4) $6,223,000 

( 1 )  E a c h  d i r e c t o r  w h o  i s  n o t  a l s o  a n  o f f i c e r  o f  t h e  C o r p o r a t i o n  i s  e n t i t l e d  t o  a n  a n n u a l  
retainer of $12,000 for Board service, plus $500 for each Board meeting and each committee 
meeting attended. Directors are also reimbursed for out-of-pocket expenses incurred in attending 
Board and committee meetings. Directors may defer all or any pan of their retainer or meeting 
fees pursuant to a deferred compensation plan which provides for payment including interest 
when a director leaves the Board. 

( 2 )  O t h e r  t h a n  a s  s e t  f o r t h  b e l o w  u n d e r  " R e t i r e m e n t  P l a n s " ,  " S t o c k  O p t i o n s " ,  a n d  t h e  s t o c k  
plan descriptions, with respect to the fiscal year ended July 2, 1983, the officers and directors of the 
Corporation received no securities or property, insurance benefits or reimbursement (other than 
benefits under the Corporation's group insurance plans for its employees), significant personal 
benefits, or contingent forms of remuneration from the Corporation or its subsidiaries 
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(3) Persons who served as officers for any part of the year, and their remuneration for the 

part of the year served, are included. 
(4) The cash salary for C. Gordon Bell, a vice president who left the employ of the 

Corporation in July, 1983, was $285,000. 

Retirement Plans . . 
All of the Corporation's officers, other than three officers based in Europe, are participants in 

t h e  C o r p o r a t i o n ' s  d e f i n e d  b e n e f i t  p e n s i o n  p l a n  f o r  i t s  U n i t e d  S t a t e s  e m p l o y e e s .  . . .  
Benefits under the pension plan are based upon the employee's earnings during 

the Corporation and its subsidiaries and are payable after ret.rement m the form of annuattesor 
lump sum benefits. The annual amount payable upon retirement at age 65 u^ 
provisions of the plan, without regard to any survivor opt.ons, is 1'/:% of the aggregaite= cumulative 
amount of the participant's base salary and wages earned on an attr^u of the 

persons who were plan participants. on.July ' 1 9 7 9  m u l t i p l i e d  by the number of 
participant s compensation between J,^ ' Jor!o July 1 1979 Under the present prov.sions of 
years of such participant s accredited service prior to July > • allowable 
the plan, a participant's annual pension may not exceed 
dollar limit ($90,000 for calendar 1983), or 100% of the participant s av- g 
the participant's three highest consecutive years of service wit t e or o 

Employees outside the United States are covered by different retirement plans varying from 

country to country. u u m, 
, c £<: f^r ,he following individuals would be. Mr. 

Estimated annual retirement benefits at age 65 for t ;e Renocchi 
Olsen, $90,000; Mr. Shields, $90,000; Mr. Hindle, $90,000; Mr. Smith, $ , , 
$74,000. 

Stock Options „ „ 
The following table shows as to certain 

including the named officers. (.) the number of_share ^ the average per share 
to opt.ons granted on and between July 2, 1978 and g ^^ Corporation's Common 
option exercise price thereof and the average per share P , h tween Julv 2 
Stock on the dates of grant thereof; (iii) the net value oft^ermd or nnor t^reto: 
1978 and August 1, 1983 upon the exercise of options ^ ̂  ̂  
( i v )  t h e  n u m b e r  o f  s h a r e s  s o l d  o n  a n d ( b e t w e e n  J u l y  ,  ^  ^  u n r e a l i z e d  n e t v a l u e o f  

of shares subject to all options outstanding on p jon ^ nQt gnmt stQck appreciation 

such outstanding options at August 1, 1983. ine >~orp 
rights. 
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All 
Officers 

K. H. J. J. W. R. J. F. A. M. as a 
Shares of Common Stock Olsen Shields Hindle Smith Bertocchi Group(l) 

Options Granted 7/2/78 
through 8/1/83: 

Number of shares 40,000 21,500 16,000 22,500 16,000 311,370 
Average per share exercise price .. $46 $52 $52 $51 $52 $46 
Average per share market price 

on dates of grant $79 $84 $85 $81 $85 $81 
Options Exercised 7/2/78 

through 8/1/83: 
Number of shares -0- 10,300 7,943 -0- 14,787 162,808 
Net value realized upon ex

14,787 162,808 

ercise^) -0- $482,000 $325,000 -0- $944,000 $10,190,000 
Sales 7/2/78 to 8/1/83: 

$944,000 $10,190,000 

Number of shares 27,000 12,116 30,537 5,160 16,100 220,332 
Options Outstanding at 8/1 /83: 

16,100 220,332 

Number of shares(3) 50,000 21,890 23,587 33,213 23,825 410,750 
Unrealized net value(4) $3,261,000 $1,187,000 $1,451,000 $2,140,000 $1,513,000 $26,948,000 

( 1 )  D i r e c t o r s  w h o  a r e  n o t  a l s o  o f f i c e r s  o f  t h e  C o r p o r a t i o n  d o  n o t  p a r t i c i p a t e  i n  t h e  
Corporation's stock option plans. 

( 2 )  T h e  n e t  v a l u e  r e a l i z e d  u p o n  e x e r c i s e  o f  o p t i o n s  i s  t h e  d i f f e r e n c e  b e t w e e n  t h e  m a r k e t  
value of the shares received upon exercise and the exercise price thereof. 

( 3 )  I n  g e n e r a l ,  o p t i o n s  g r a n t e d  u n d e r  t h e  C o r p o r a t i o n ' s  r e s t r i c t e d  s t o c k  o p t i o n  p l a n s  a r e  
exercisable in full on the date of grant, but shares purchased thereunder are subject to repurchase 
at the option of the Corporation at the exercise price, unless such repurchase option has lapsed. 
Such repurchase option lapses over the life of the grant whether or not the option has been 
exercised. See "Description of the 1976 Restricted Stock Option Plan" and "Description of the 
1968 Restricted Stock Purchase Plan" below. Of the number of shares subject to options held by 
all officers as a group which were outstanding at August 1, 1983, approximately 74% were subject 
to such repurchase options. 

( 4 )  U n r e a l i z e d  n e t  v a l u e  r e p r e s e n t s  t h e  d i f f e r e n c e  b e t w e e n  $ 1 0 5 ,  w h i c h  w a s  t h e  c l o s i n g  p r i c e  
of the Corporation's Common Stock on the New York Stock Exchange on Monday. August 1, 
1983, and the applicable exercise price per share. 

During the period July 2, 1978 through August 1, 1983, all employees of the Corporation as a 
group (including officers) were granted options for 4,032,110 shares at a weighted average option 
price per share of $49. 

On September 23, 1983, the closing price of the Corporation's Common Stock on the New 
York Stock Exchange was $107%. 
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Description of the 1976 Restricted Stock Option Plan 
In 1976 the Board of Directors and the stockholders adopted the 1976 Restricted Stock 

Option Plan (the "Restricted Plan"). A total of 8,600,000 shares 
adjustment for stock splits and the like) in the aggregate may be sold under the Restnrted P . 
Not more than 3% of the aggregate number.of:shares issuable under 
sold to any one employee. At August 1, 1983, approximately 7,400 employees were participa g 

in the Restricted Plan. 
The Restricted Plan authorizes the grant of non-transferable options to purchase the 

Corporation's Common Stock to key employees of the Corporation and «s ^stdtanes^coupled 
with a orohibition against disposition of such shares and a requirement to offer such shares or 
Tel Tthe Corptfratton a,'the,, purchase price upon 
restrictions and obligation of resale lapse from time to rime as to pornonsofThe 
no, the optton has been exercsed), 
and Stock Option Committee of the Board of Directors (tne cum / . . p, • 
interprets the Restricted Plan. The exercise price of optton, granted under *e Reacted Ha 
specified by the Board of Directum bu, in no „^^"--fthe 
50% of the fair market value per share at the date of grant o t ) Ootions may be 
end of the Corporation's fiscal year immediately preceding g ^ the termination 
granted under the Restricted Plan from time to time through December 31, 1988, the termination 

date of the Restricted Plan. 
. ~ Pomnration or any of its subsidiaries, and consultants, 

Employees, including o cers. Restricted Plan Directors who are also employees are 
are eligible to receive options under the Rest"cted , Committee Subject to the terms of the 
eligible to receive options if they are not memb employees to whom options 
Restricted Plan, the Comm.,tee has excl° °ch optlonsP,he time or rimes when 
are granted, to determine the number of shares subj ^ and Qther terms Currently, 
options are to be granted, the rate and time o p . . terminate in not more than 10 
options granted to U.S. employees are exercisa i bl nly while the holder is employed by 
years and 90 days from the date of grant, and are exercisable o y CorDorati0n 
the Corporation or a subsidiary or after retirement with the consent of the Corporation. 

• A tiap Pnmmon Stock account is increased by the par 
At the time the options are exe™ed, 'rtion 0f the proceeds is credited to 

value ($1 per share) of the shares sold and the ^ ̂ arket value of the shares on the grant 
additional paid-in capital. The excess, if any, o restrictions lapse. The amount 
date over the exercise price is charged to income e y ^ ^ amount charged to income 
actually deductible for Federal income tax purpose 



for financial reporting purposes; any Federal income tax benefit relating to this difference is 
credited to additional paid-in capital. 

The Board of Directors may terminate, modify or suspend the Restricted Plan provided that 
no modification shall, without stockholder approval, increase the maximum number of shares 
which may be sold under the Restricted Plan in the aggregate (other than adjustments for stock 
splits and the like) or the percentage of such number which may be sold to any one person, 
decrease the minimum exercise price at which options may be granted under the Restricted Plan 
or extend the period during which options may be granted. 

As of August 1, 1983, options for approximately 611,000 shares had been exercised under the 
Restricted Plan at an average purchase price per share of $23; options for approximately 
3,810,000 shares at an average purchase price per share of $49 were outstanding with expiration 
dates ranging from February 10, 1987 to September 29, 1993; and approximately 4,179,000 shares 
remained available for additional option grants. 

An option granted under the Restricted Plan is a non-statutory stock option and is taxed in 
accordance with Section 83 of the Internal Revenue Code (the "Code") and the regulations issued 
thereunder. Options granted under the Restricted Plan do not qualify as "incentive stock options" 
under the Economic Recovery Tax Act of 1981. 

The following tax consequences under existing law are applicable to options received and to 
shares purchased under the Restricted Plan: 

1. No taxable income will be realized by the employee at the time the option is granted. 

2. If shares are acquired before the date on which the restrictions on the shares lapse, the 
employee will recognize taxable compensation income at such time as the restrictions on the 
shares lapse, in an amount equal to the difference between the purchase price and the fair 
market value of the shares on the date of lapse of the restrictions. The holding period for 
determining long-term capital gains on shares the employee has purchased will begin at such 
time as all restrictions on the shares lapse. 

3. If shares are acquired before the date on which the restrictions on the shares lapse, the 
employee may elect under the Code, within a period not later than 30 days after the date of 
purchase, to include in gross income for the taxable year in which the employee purchases the 
shares an amount equal to the difference between the purchase price and the fair market 
value of the purchased shares as of the date of such acquisition (determined without regard to 
any restrictions). 
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4. If shares are acquired after the date on which the restrictions on the shares lapse, the 
employee will recognize taxable compensation income on the date of exercise in an amount 
equal to the difference between the purchase price and the fair market value of the shares on 
the date of exercise. 

5. In addition, a sale of shares by the employee will result in recognition of a capital gain 
or loss in an amount equal to the difference between the amount realized upon the sale of 
shares and the basis of the shares. This basis is equal to the purchase price for the shares plus 
the amount recognized by the employee as taxable compensation income. If the employee 
holds the shares for more than one year, this gain or loss will be long-term capital gain or loss. 

6. In general, the Corporation is entitled to a tax deduction in the same amount as the 
taxable compensation income recognized by the employee. 

7 If previously acquired stock is delivered in payment at its current market value when 
exercising an option, no taxable gain is recognized on the appreciation of the delivered 

shares. 

Description of the 1968 Employee Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders adopted an Employee Stock Purchase 
Plan (the "Employee Plan") for substantially all employees of the Corporation and its 
participating subsidiaries, other than directors, officers and highly compensated employees At 
August 1, 1983, approximately 55,000 employees were eligible to participate in the Employee 
Plan, and approximately 24,000 employees were participating. 

The Employee Plan authorizes the issuance of a maximum of 5,750,000 shares of Common 
Stock (subject to adjustment for stock splits and the like) pursuant to the exercise of non
transferable options granted to participating employees. 

Under the terms of the Employee Plan, the option price is an amount equal to 85% of the fan-
market value of the stock on the first or last business day of the six-month payment period .the 
"Payment Period"), whichever is lower (subject to adjustment for stock splits and e I ). 
Options are granted twice yearly on December 1 and June , t e rst ays;o eac ^ 
Period. The options are exercisable through accumulation o Pay° 'f lons a 

maximum of 10% of regular base pay) during the Payment erio . p,' >' 
approximately 3,477,000 shares had been purchased by employees un er e mp oy 
approximately 2,273,000 shares remained available for additional option grants. 
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Description of the 1981 International Employee Stock Purchase Plan 

In 1981, the Board of Directors and the stockholders adopted the 1981 International 
Employee Stock Purchase Plan (the "International Plan"). A total of 700,000 shares of Common 
Stock (subject to adjustment for stock splits and the like) in the aggregate may be sold under the 
International Plan. 

The provisions of the International Plan are substantially the same as the 1968 Employee 
Stock Purchase Plan described above. The International Plan is intended to extend the benefits of 
the Employee Plan to employees of selected foreign subsidiaries of the Corporation or branches 
thereof; directors and officers of the Corporation are excluded. Employees of several foreign 
subsidiaries presently participate in the Employee Plan, but under present provisions of the United 
States tax laws it is impractical to extend the benefits of the U.S. tax-qualified Employee Plan to 
selected branches of foreign subsidiaries. The International Plan is not intended to be a tax-
qualified plan under the Internal Revenue Code. 

At August 1, 1983, approximately 22,000 shares had been purchased under the International 
Plan and approximately 678,000 shares remained available for additional option grants. 

Description of the 1968 Restricted Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders adopted the 1968 Restricted Stock 
Purchase Plan (the "1968 Plan"). The authority to grant additional options under the 1968 Plan 
expired upon the adoption by the stockholders of the 1976 Restricted Stock Option Plan. The 
terms and conditions of the 1968 Plan are substantially the same as the 1976 Restricted Stock 
Option Plan, except that directors were ineligible to receive options under the 1968 Plan whereas 
under the Restricted Plan directors who are also employees are eligible to receive options. 

As of August 1, 1983, options for approximately 2,572,000 shares had been exercised under 
the 1968 Plan at an average purchase price per share of $9 and options for approximately 506 000 
shares at an average purchase price per share of $21 were subject to outstanding options with 
expiration dates ranging from September 9, 1983 to January 25, 1987 

Description of the Employee Stock Ownership Plan 

In 1982, the Board of Directors adopted the Digital Equipment Corporation Employee Stock 
Ownership Plan (the "ESOP") and established a related trust. Substantially all United States 
employees w.ll participate in the ESOP. The Corporation intends to make contributions of stock 
or cash to the trust equivalent to not more than V2% of the base salaries (not in excess of $100 000 
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salary for any single employee) of all participating employees for calendar years 1983 and 1984 
and not more than VA% of such base salaries for calendar years 1985, 1986 and 1987. Federal tax 
law generally allows a tax credit for the Corporation equal to the full value of the contribution. 

Stock will be allocated to individual accounts for participating employees in proportion to 
their included salaries and all allocations will be fully vested. Employees are entitled to vote all 
shares allocated to their respective accounts. Distributions will be made at death, retirement, 
termination of employment, or as the ESOP may otherwise provide. Approximately $7,500 of the 
Corporation's contribution to the trust for the fiscal year ended July 2, 1983 was for the benefit of 
officers. 

PROPOSAL TO APPROVE AMENDMENTS TO THE 1976 RESTRICTED 
STOCK OPTION PLAN AND THE 1968 RESTRICTED STOCK PURCHASE PLAN 

On August 22, 1983, the Board of Directors voted to amend the 1976 Restricted Stock Option 
Plan and the 1968 Restricted Stock Purchase Plan to provide for a share transfer method for 
exercising options, consistent with applicable tax laws and criteria and polices established by the 
Compensation and Stock Option Committee. Under the share transfer method, an employee may 
tender prev.ously acquired Common Stock of the Corporation at its current market value in 
payment when exercising an option, and may further apply the shares acquired upon such exercise 
to satisfy the exercise price for additional option shares. This share transfer method of exercise 
will only be available to officers of the Corporation. Officers are subject to the provisions of 
Section 16(b) of the Securities Exchange Act of 1934 which prevents officers from financ ng the 
exercise of options by selling shares of Common Stock of the Corporation in the market within six 
months of an option exercise. The share transfer method will make certain 
under Section 16(b) available to such officers, and will enable the deferral of the recognition of 
gain, under the Internal Revenue Code, on the appreciation of Piously 
delivered in payment when exercising an option. The amen men s 
upon approval by the stockholders. 

j „ FOR aoDroving the amendments to the The Board of Directors recommends a vote FUK appiu s 
Restricted Plans. 

13  



RATIFICATION OF SELECTION OF AUDITORS 

The Board of Directors has selected the firm of Coopers & Lybrand, independent public 
accountants, to serve as auditors for the fiscal year ending June 30, 1984, subject to ratification by 
the stockholders. Coopers & Lybrand has served as the Corporation's auditors since the 
organization of the Corporation. 

The Board of Directors recommends a vote FOR ratification of this selection. 

It is expected that a member of the firm of Coopers & Lybrand will be present at the Annual 
Meeting, will have an opportunity to make a statement if so desired and will be available to 
respond to appropriate questions. 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to soliciting 
stockholders through its regular employees, the Corporation may request banks and brokers to 
solicit customers of theirs who have shares of Common Stock of the Corporation registered in the 
name of a nominee. The Corporation will reimburse such banks and brokers for their reasonable 
out-of-pocket costs, at the rates suggested by the New York Stock Exchange. Solicitation by 
officers and employees of the Corporation may also be made of some stockholders in person, or by 
mail, telephone or telegraph, following the original solicitation. 

STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

Proposals of stockholders intended for inclusion in the proxy statement to be mailed to all 
stockholders entitled to vote at the next annual meeting of the Corporation must be received at the 
Corporation's principal executive offices not later than June 25, 1984. In order to curtail 
controversy as to the date on which a proposal was received by the Corporation, proponents 
should submit their proposals by Certified Mail—Return Receipt Requested. 

September 26, 1983 
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SDIDGID 
September 24, 1984 

Dear Fellow Stockholder: 

You are cordially invited to attend our Annual Meeting of Stockholders which will be held 
this year on Thursday, November 1, 1984, at 11:00 A.M., at the Marriott Copley Place Hotel, 110 
Huntington Avenue, Boston, Massachusetts. 

The notice of meeting and proxy statement which follow describe the business to be 
conducted at the meeting. We will also give a presentation on the current status of our business. 

Whether or not you plan to attend the meeting in person, it is important that your shares be 
represented and voted. After reading the enclosed Notice of Annual Meeting and Proxy 
Statement, may I urge you to complete, sign, date and return your proxy ballot in the envelope 
provided. If the address on the accompanying material is incorrect, please advise our Investor 
Services Department in writing at 111 Powdermill Road, Maynard, Massachusetts 01754. 

Your vote is important. We will appreciate a prompt return of your signed proxy ballot and 
hope to see you at the meeting. 

For the Board of Directors, 

KENNETH H. OLSEN 
President and Chief Executive Officer 

DIGITAL EQUIPMENT CORPORATION, 146 MAIN STREET, MAYNARD. MASSACHUSETTS 01754 



DIGITAL EQUIPMENT CORPORATION 

NOTICE OF 1984 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment 
Corporation, a Massachusetts corporation, will be held on Thursday, November 1, 1984, at 11:00 
A.M., at the Marriott Copley Place Hotel, 110 Huntington Avenue, Boston, Massachusetts, for the 
following purposes: 

1. To fix the number of directors at seven and to elect a Board of Directors for the ensuing 
year. 

2. To approve amendments to the 1968 Employee Stock Purchase Plan and the 1981 
International Employee Stock Purchase Plan to expand the class of employees eligible to 
participate therein. 

3. To ratify the selection of the firm of Coopers & Lybrand as auditors for the fiscal year 
ending June 29, 1985. 

4. To transact such other business as may properly come before the meeting. 
Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 

close of business on September 7, 1984, the record date fixed by the Board of Directors for such 
purpose. 

By Order of the Board of Directors, 

EDWARD A. SCHWARTZ, Clerk 

September 24, 1984 

Stockholders are requested to sign the enclosed proxy card and return it promptly in the 
enclosed stamped envelope to Digital Equipment Corporation, P.O. Box 490, Maynard, 
Massachusetts 01754, Att'n: Investor Services Department. 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of Directors 
of Digital Equipment Corporation (the "Corporation") for use at the 1984 Annual Meeting of 
Stockholders. 

An Annual Report to Stockholders, containing financial statements for the fiscal year ended 
June 30, 1984, has been sent to all stockholders entitled to vote. This proxy statement and form of 
proxy were first sent to stockholders on or about the date stated on the accompanying Notice of 
1984 Annual Meeting. 

Only stockholders of record as of the close of business on September 7, 1984 will be entitled 
to vote at the meeting and any adjournments thereof. As of that date, 58,048,905 shares of 
Common Stock of the Corporation were issued and outstanding. Each share outstanding as of the 
record date will be entitled to one vote, and stockholders may vote in person or by proxy. 
Execution of a proxy will not in any way affect a stockholder's right to attend the meeting and vote 
in person. Any stockholder giving a proxy has the right to revoke it at any time before it is 
exercised by written notice to the Clerk of the Corporation. In addition, stockholders attending 
the meeting may revoke their proxies at that time. 

The persons named as attorneys in the proxies are directors of the Corporation. All properly 
executed proxies returned in time to be cast at the meeting, if no contrary instruction is indicated, 
will be voted as stated below under "Election of Directors", will be voted FOR the amendments to 
the employee stock purchase plans, and will be voted FOR the ratification of the selection of the 
auditors. Directors are elected by a plurality of votes cast, and the affirmative vote of a majority of 
the shares present or represented at the meeting is required for approval of any other matter. 

The Corporation knows of no other matter to be presented at the meeting. If any other 
matter should be presented at the meeting upon which a vote properly may be taken, shares 
represented by all proxies received by the Corporation will be voted with respect thereto in 
accordance with the judgment of the persons named as attorneys in the proxies. 



ELECTION OF DIRECTORS 

Nominees for Directors 

The directors of the Corporation are elected annually and hold office until the next annual 
meeting and until their successors have been elected and have qualified. Pursuant to the 
Corporation's by-laws, the stockholders fix the number of directors at the annual meeting, subject 
to the authority of the directors to increase the size of the Board. Any stockholder submitting a 
proxy has the right to withhold authority to vote for any individual nominee to the Board of 
Directors by writing that nominee's name in the space provided on the proxy. Shares represented 
by all proxies received by the Corporation and not so marked as to withhold authority to vote for 
any individual director or for all directors will be voted FOR fixing the number of directors for the 
ensuing year at seven and FOR the election of the nominees named below. The Corporation 
knows of no reason why any such nominee should be unable to serve, but if such should be the 
case, proxies will be voted for the election of some other person, or for fixing the number of 
directors at a lesser number. 

The nominees for directors and further information with respect to each nominee are set forth 
below. 

KENNETH H. OLSEN 
Mr. Olsen, age 58, founded Digital Equipment Corporation in 1957 and has served since 
that time as its President and Chief Executive Officer. Mr. Olsen is also a director of 
Ford Motor Company, Shawmut Corporation and Polaroid Corporation. He has been a 
director of Digital Equipment Corporation since 1957. 

VERNON R. ALDEN 
Mr. Alden, age 61, was formerly Chairman of the Board and Executive Committee of 
The Boston Company, Inc., managers of financial resources. Mr. Alden is also a director 
of ARA Services, Inc., Augat, Inc., Colgate-Palmolive Company, McGraw-Hill, Inc., The 
Mead Corporation, Sonesta International Hotels Corporation and Transatlantic Fund, 
Inc., an open-end management investment company. He has been a director of Digital 
Equipment Corporation since 1959 and is a member of its Compensation and Stock 
Option Committee. 

PHILIP CALDWELL 
Mr. Caldwell, age 64, is Chairman of the Board and Chief Executive Officer of Ford 
Motor Company and has been an officer of Ford for over 15 years. Mr. Caldwell is also 
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a director of Chase Manhattan Corporation and Chase Manhattan Bank. He has been a 
director of Digital Equipment Corporation since 1980. 

ARN Mr° de Vitry, age 58, is Chairman of the Board and Chief Executive Officer of Eureka 
SICAV, France, an investment company. He is also a director of Ionics, ncorpora e 
He has been a director of Digital Equipment Corporation since 1957. 

GEORGTnefalDoriot! age 85, is the retired Chairman of the Board of AmericanResearchand 
Development Corporation, a venture capital investment company. He has been a 
director of Digital Equipment Corporation since 1972 and is a member of 
Committee and its Compensation and Stock Option Committee. 

WlLLMrMMcL̂ aCnLEagNe 73, is an engineering consultant. He was  ̂Vte Pn»tot 
and Dean of Stevens Institute of Technology. He is also a director o aI°"a 

and Technology Corporation and National Telecommunications & Technology Fund 
Inc., an open-end management investment company. He has been a director of Digi 
Equipment Corporation since 1967 and is a member of its Audit Committee. 

DOROTHY E. ROWE President and Treasurer of American Miss Rowe, age 67, was formerly Senior vice rresiucm a.iu 
Research and Development Corporation, a venture capital investment company. She is 
a member of the Advisory Board of the Boston Five Cents a of its 

been a director of Digital Equipment Corporation sine 
Audit Committee and its Compensation and Stock Option ommi ee. 
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Stock Ownership of Nominees 

Shown below is certain information as of August 1, 1984 with respect to beneficial ownership 
of shares of the Corporation's Common Stock by all director nominees individually and by all 
officers and directors of the Corporation as a group. Unless otherwise indicated, the named 
person possesses sole voting and investment power with respect to the shares. 

Beneficial Owner Shares Beneficially Owned 

KENNETH H. OLSEN 2,327,520( 1) 
VERNON R. ALDEN 58,520 
PHILIP CALDWELL 100 
ARNAUDDEVITRY 360,000(2) 
GEORGES F. DORIOT 15,649 
WILLIAM H. MCLEAN 1200 
DOROTHY E. ROWE 88,177 
All 46 officers and directors as a group, including those named above.. 3,502,930( 3) 

( 1 )  I n c l u d e s  6 0 , 0 0 0  s h a r e s  w h i c h  M r .  O l s e n  h a s  t h e  r i g h t  t o  a c q u i r e  b y  e x e r c i s e  o f  s t o c k  
options. Such 2,327,520 shares represent 4.0% of the Corporation's issued and outstanding 
Common Stock. Does not include 87,100 shares owned by The Stratford Foundation, a private 
charitable foundation of which Mr. Olsen is the founder and a co-trustee, as to which shares Mr. 
Olsen disclaims beneficial ownership. 

( 2 )  I n c l u d e s  2 0 3 , 0 0 0  s h a r e s  h e l d  b y  e i t h e r  a  f i n a n c i a l  i n s t i t u t i o n  o r  a  n o m i n e e  i n  a  f i d u c i a r y  
capacity for the benefit of members of Mr. de Vitry's family. Mr. de Vitry disclaims beneficial 
ownership of such shares. 

( 3 )  I n c l u d e s  5 1 4 , 2 3 1  s h a r e s  w h i c h  t h e  o f f i c e r s  a s  a  g r o u p  h a v e  t h e  r i g h t  t o  a c q u i r e  b y  
exercise of stock options granted under the Corporation's various stock option plans. These 
3,502,930 shares represent approximately 6% of the Corporation's issued and outstanding 
Common Stock, assuming exercise of the stock options. 

The Corporation knows of no person who owns beneficially more than 5% of the Common 
Stock. Each director other than Mr. Olsen owns beneficially less than 1% of the Common Stock. 

Certain Relationships and Related Transactions 

Kenneth H. Olsen's son, Glen Olsen, is a director, president, and controlling shareholder of 
Business Systems Applications, Inc., an authorized dealer of Digital Equipment Corporation which 
does business with Digital Equipment Corporation on the usual terms and conditions for other 
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uthorized dealers. During the fiscal year ended June 30, 1984, Digital Equipment Corporation's 
atal sales to Business Systems Applications, Inc. were approximately $170,000. 

Philip Caldwell's son-in-law is a middle management employee of the Corporation and 
eceives the usual and customary compensation for the position he serves. 

Committees of the Board 
The Board of Directors has an Audit Committee and a Compensation and Stock Option 

Committee. 
The Audit Committee recommends to the Board of Directors the selection of the independent 

uditors to be employed by the Corporation, reviews generally the internal and external audit 
ilans and the results thereof, reviews generally the Corporation's internal accounting controls with 
he internal and external auditors and reviews compliance with the Corporation s policy on non-
iudit services provided by the independent auditors. 

The Compensation and Stock Option Committee reviews and recommends to the Board the 
ompensation of directors and of those officers who are members of the senior management 
ommittees, and reviews and recommends to the Board the adoption of any compensation plans in 
vhich directors and officers are eligible to participate. The Committee also administers and 
nterprets the Corporation's employee stock option plans and, subject to the provisions of the 
dans, selects the employees who are to participate in such plans and determines the terms of their 
>articipation, subject to Board approval. 

The Board of Directors as a whole acts as a Nominating Committee and, consequently, is 
esponsible for nominations to the Board of Directors. The Board of Directors will consider highly 
lualified candidates proposed in writing by stockholders. Stockholders who wish to propose a 
tomination should submit the person's name and background information to the Secretary of the 
Corporation. 

The Board of Directors held nine meetings during the fiscal year ended June 30, 1984, the 
kudit Committee met six times, and the Compensation and Stock Option Committee met twice, 
kll directors attended at least 75% of the total number of meetings of the Board and the 
:ommittees to which they belong. 
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EXECUTIVE COMPENSATION AND OTHER INFORMATION 

The table below shows all cash compensation for services in all capacities with the 
Corporation and its subsidiaries rendered during the fiscal year ended June 30, 1984, for the five 
most highly compensated executive officers of the Corporation and for all executive officers as a 
group. 

Name and Capacities Aggregate C ash 
in Which Served Compensation 

Kenneth H. Olsen j 655 000 
President and Director 

John J. Shields $ 308J6O 
Vice President 

Winston R. Hindle, Jr $ 30g 760 
Vice President 

John F Smith $ 308i76o 
Vice President 

Alfred M. Bertocchi $ 2g6 %4 
Vice President 

All 41 executive officers as a group, including those 
named above<1) (2 > $6,806,767 

( 1 )  O t h e r  t h a n  a s  s e t  f o r t h  b e l o w  u n d e r  " P e n s i o n  P l a n s " ,  " S t o c k  O p t i o n s "  a n d  t h e  stock 
plan descriptions, with respect to the fiscal year ended June 30, 1984 the executive officers of the 
Corporation received no significant non-cash compensation from the Corporation or its sub
sidiaries. K 

( 2 )  P e r s o n s  w h o  s e r v e d  a s  e x e c u t i v e  o f f i c e r s  f o r  a n y  p a r t  o f  t h e  f i s c a l  y e a r  a n d  t h e i r  cash 
compensation for the part of the fiscal year served, are included 

Compensation of Directors 

«1« nEonhf direRCt07h0 ^ n0t f0 °f ?rporation « entitled to an annual retainer of 
» H / n SenT P u,/ eaCh BOard meeting and each comm.ttee meeting 

attended. Directors are also reimbursed for out-of-pocket expenses incurred in attending Board 
and committee meetings. Directors may defer all or any pan of their retainer or meeting fee* 
pursuant to a deferred compensation plan which provides for payment including interest when a 
director leaves the Board. 6 



Pension Plans 
The Corporation and its subsidiaries have pension plans covering substantially all of their 

employees. 
Benefits under the Corporation's defined benefit pension plan for its United States employees 

are based upon the employee's earnings during service with the Corporation and its subsidiaries 
and are payable after retirement in the form of annuities or lump sum benefits. The annual 
amount payable upon retirement at age 65 under the present provisions of the plan, without 
regard to any survivor options, is 1 Vi% of the aggregate cumulative amount of the participant s 
base salary and wages earned on and after July 1, 1979 plus, for those persons who were plan 
participants on July 1, 1979, Vh.% of the annual average of the participant's compensation 
between July 1, 1974 and June 30, 1979 multiplied by the number of years of such participant s 
accredited service prior to July 1, 1979. Under the present provisions of the plan, a participant s 
annual pension may not exceed the lesser of the maximum allowable dollar limit ($90,000 for 
calendar 1984), or 100% of the participant's average compensation for the participants three 
highest consecutive years of service with the Corporation. 

Employees outside the United States are covered by different pension plans varying from 
country to country. 

Estimated annual retirement benefits at age 65 based on the foregoing formula for the 
following individuals would be: Mr. Olsen, $90,000; Mr. Shields, $90,000, Mr. Hindle, $90,000, 
Mr. Smith, $90,000; and Mr. Bertocchi, $74,257. 

Stock Options 
The following table shows as to certain named executive officers, and as to all executive 

officers as a group including the named executive officers: (i) the number of shares of the 
Corporation's Common Stock for which options were granted on and between July 1, 1979 and 
August 1, 1984 and granted on and between July 3, 1983 and August 1, 1984; (n) the average per 
share option exercise price thereof and the average per share market price of the Corporation s 
Common Stock on the dates of grant thereof; (iii) the net value of shares acquired on and 
between July 1, 1979 and August 1, 1984 and on and between July 3, 1983 and August 1, 1984 
upon the exercise of options granted during the periods or prior thereto, and (iv) the number of 
shares sold on and between July 1, 1979 and August 1, 1984. The Corporation does not grant 
stock appreciation rights. 
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K. H. 
Shares of Common Stock Olsen 

Options Granted 7/1/79 
through 8/1/B4: 

Number of shares! 2) 40,000 
Average per share exercise price .. $56.03 
Average per share market price 

on dates of grant $86.53 
Options Granted 7/3/83 

through 8/1/84: 
Number of shares(2) 10,000 
Average per share exercise price .. $63.00 
Average per share market price 

on dates of grant $85.50 
Options Exercised 7/1/79 

through 8/1/84: 
Number of shares -0-
Net value realized upon 

exercise! 3) -0-
Options Exercised 7/3/83 

through 8/1/84: 
Number of shares -0-
Net value realized upon 

exercise! 3) -0-
Sales 7/1 /79 to 8/1 /84: 

Number of shares 18,000 

J. J. W. R. 
Shields Hindle 

25,000 
$61.01 

$89.58 

8,000 
$63.00 

$85.50 

21,000 
$54.96 

$84.90 

5,000 
$63.00 

$85.50 

J. F. 
Smith 

25.000 
$61.01 

$89.58 

8.000 
$63.00 

$85.50 

A. M. 
Berlocchi 

16,000 
$52.46 

$84.71 

-0-

All 
Executive 
Officers 

as a 
Group! 1) 

465,420 
$56.25 

$89.90 

150,700 
$63.00 

$90.8 

8,600 19,530 11,633 22,287 230,925 

$487,324 $1,074,902 $732,054 $1,432,788 $15,601,351 

4,280 11,587 11,633 7,500 98,766 

$253,146 $750,371 $732,054 $488,608 $6,353,551 

7,956 27,439 4.360 15,802 140,015 

( 1 )  D i r e c t o r s  w h o  a r e  n o t  a l s o  o f f i c e r s  o f  t h e  C o r p o r a t i o n  d o  n o t  p a r t i c i p a t e  i n  t h e  
Corporation's stock option plans. Information with respect to the five-year period is shown fora" 
persons who were executive officers of the Corporation on August 1, 1984, and information for the 
7/3/83—8/1/84 period is shown for all persons who were executive officers of the Corporation at 
any time during the period. 

( 2 )  A l l  o f  t h e  o p t i o n s  w e r e  g r a n t e d  u n d e r  t h e  C o r p o r a t i o n ' s  1 9 7 6  R e s t r i c t e d  S t o c k  O p t i o n  
Plan. In general, options granted under the Corporation's restricted stock option plans are 
exercisable in full on the date of grant, but shares purchased thereunder are subject to repurchase 

at the option of the Corporation at the exercise price, unless such repurchase option has lapsed-
Such repurchase option lapses over the life of the grant whether or not the option has been 
exercised. See "Description of the 1976 Restricted Stock Option Plan" and "Description of the 
1968 Restricted Stock Purchase Plan" below. 
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( 3 )  T h e  n e t  v a l u e  r e a l i z e d  u p o n  e x e r c i s e  o f  o p t i o n s  i s  t h e  d i f f e r e n c e  b e t w e e n  t h e  m a r k e t  
value of the shares received upon exercise and the exercise price thereof. 

During the period July 1, 1979 through August 1, 1984, all employees of the Corporation as a 
group (including executive officers) were granted options under the various stock °Ptl0n an^ 
purchase plans described below for 5,185,580 shares at a weighted average option price per share 

of $56.55. 
On September 19, 1984, the closing price of the Corporation's Common Stock on the New 

York Stock Exchange was $99'/4. 

Description of the 1976 Restricted Stock Option Plan 

In 1976 the Board of Directors and the stockholders adopted the 1976 ^estnct^ ̂ ^ 
Option Plan (the "Restricted Plan"). A total of 8,600,000 shares 
adjustment for stock splits and the like) in the aggregate may e so u b 

Not more than 3% of the aggregate number of sha r e s  issuable under the 1Jestncted ^ y 
sold to any one employee. At August 1, 1984, approximate y , 
in the Restricted Plan. 

The Restricted Plan au.honaes * 

resale to the Corporation a, their pnrehase price upon tenrnnatton 
restrictions and obligation of resale lapse from Tc"^^^D°eaoI, or the Compensation 
not the option has been exercised), as determined by theBoa which administers and 

and Stock Option Committee of the Board of Directors ( he und£f ^ Restricted plan is 

interprets the Restricted Plan. The exercise price ofoptions g ^ ^ ̂  ̂  ̂  ̂  Qf (.} 

specified by the Board of Directors, but in no event may P ^ pef ^ ̂ Qf ^ 
50% of the fair market value per share at the date of grant o ( ) ^ ^ bg 

end of the Corporation's fiscal year immediately Prece^ g b 3, i988, the termination 
granted under the Restricted Plan from time to time througn uecemuc 
date of the Restricted Plan. 

a n v  n f  i t s  s u b s i d i a r i e s ,  a n d  c o n s u l t a n t s ,  
Employees, including officers, of the Corporat or y ^ ̂  ̂  employees are 

are eligible to receive options under the Restricted Plan. Subject t0 lhe terms of the 

eligible to receive options if they are not members o: the ^ employees to whom options 
Restricted Plan, the Committee has exclusive jurisdiction 
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are granted, to determine the number of shares subject to such options, the time or times when 
options are to be granted, the rate and time of lapse of restrictions, and other terms. Currently, 
options granted to U.S. employees are exercisable immediately, terminate in not more than 10 
years and 90 days from the date of grant, and are exercisable only while the holder is employed by 
the Corporation or a subsidiary or after retirement with the consent of the Corporation. 

The Board of Directors may terminate, modify or suspend the Restricted Plan provided that 
no modification shall, without stockholder approval, increase the maximum number of shares 
which may be sold under the Restricted Plan in the aggregate (other than adjustments for stock 
splits and the like) or the percentage of such number which may be sold to any one person, 
decrease the minimum exercise price at which options may be granted under the Restricted Plan 
or extend the period during which options may be granted. 

As of August 1, 1984, options for approximately 853,000 shares had been exercised under the 
A oSinono U at an average purchase price per share of $24.85; options for approximately 
4,956,000 shares at an average purchase price per share of $54.75 were outstanding with 

rangln8J"rom,February 10' 1987 t0 September 16, 1994; and approximately 
2,791,000 shares remained available for additional option grants. 

An option granted under the Restricted Plan is a non-statutory stock option and is taxed in 

rheTennd'6 7* , °" °J A 'T? ReVenUC C°de (the "Code"> and the regulations issued 
under th C d ® Pla" d° ̂  qUaIi<V 35 "incentive stock options-

Description of the 1968 Employee Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders adopted the 1Q*R cfnck 
Purchase Plan (the "Employee Plan") for substantially all employees of the r a„H its 
participating subsidiaries, other than directors, officers and highly comoensat orpora lon . 
August 1, 1984, approximately 60,000 employees were eUgible m * 
Plan, and approximately 26,000 employees were participating. P 

The Employee Plan authorizes the issuance of a maximum of 5 7sn nnn r eommnn 
Stock (subject to adjustment for stock splits and the like) pursuant io the e7erc.se of non
transferable options granted to participating employees. 

margettiue"™ 
"Payment Penod"), whichever is ,ower (subject ad^tTo^ 
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Options are granted twice yearly on December 1 and June 1, the first days of each Payment 
Period. The options are exercisable through accumulation of payroll deductions (up to a 
maximum of 10% of regular base pay) during the Payment Period. At August 1 1984 
approximately 4,421,000 shares had been purchased by employees under the Employee Plan and 
approximately 1,329,000 shares remained available for additional option grants. 

Federal Income Tax Consequences 
The following tax consequences under the Code are applicable to options received and shares 

purchased under the Employee Plan: 

1. No taxable income will be realized by the employee either at the time options are 
granted pursuant to the Employee Plan or at the time of the purchase of the shares. 

2. If the employee disposes of the shares two years of more after the date of the 
beginning of the Payment Period when the employee acquired the shares, then the employee 
at that time will recognize as taxable compensation income an amount equal to the lesser o . 

( a )  t h e  e x c e s s  o f  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  s h a r e s  o n  t h e  d a t e  o f  s u c h  d i s p o s i t i o n  

over the option price, or 
( b )  1 5 %  o f  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  s h a r e s  a t  t h e  b e g i n n i n g  o f  t h e  P a y m e n t  

Period. 

In addition, the employee may recognize a long-term gain or loss in an amount equal to 
the difference between the amount recognized upon the sale of t e s ares an e asis o 
shares (i.e., the purchase price plus the amount, if any, taxe as compensa ion income 

3. If the employee disposes of the shares within two years after the date of the beginning 
of the Payment Period when the employee acquired the shares, t e emp oyee a a ^ 
recognize taxable compensation income equal to the fair mar et vapu amount 
date of purchase (the last business day of the applicable aymen e 
paid for the shares. In addition, the employee will recognize a capi a gain ° 

i L j rr u tho omount recognized upon the sale of the shares 
amount equal to the difference between Ae ^ p]us the amounl taxed as 

and the basis of t e s ares (i.e. in t !s cas , ares for the applicable long-term capital 
compensation income). I f  the  employee  holds the sha 
gain holding period, this gain or loss will be a long-term capita ga 

. • • .-„fwi the Corooration will not receive any 
4. If the two-year holding period is samfie , ^ ^ ^ ^ 

deduction for Federal income tax purposes with re p 
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pursuant thereto. If the two-year holding period is not satisfied, the Corporation may be 
entitled to a deduction in an amount equal to the amount which is considered compensation 
income. 

Description of the 1981 International Employee Stock Purchase Plan 

In 1981, the Board of Directors and the stockholders adopted the 1981 International 
Employee Stock Purchase Plan (the "International Plan"). A total of 700,000 shares of Common 
Stock (subject to adjustment for stock splits and the like) in the aggregate may be sold under the 
International Plan. 

The provisions of the International Plan are substantially the same as the 1968 Employee 
Stock Purchase Plan described above. The International Plan was adopted in order to extend the 
benefits of the Employee Plan to employees of selected foreign subsidiaries of the Corporation or 
branches thereof, other than directors and officers of the Corporation. Employees of several 
foreign subsidiaries presently participate in the Employee Plan, but under present provisions of 
the United States tax laws it is impractical to extend the benefits of the U S tax-qualified 
Employee Plan to selected branches of foreign subsidiaries. The International Plan is not 
intended to be a tax-qualified plan under the Code. At August 1, 1984, approximately 5,600 
empoyees were eligible to participate in the International Plan, and approximately 1,200 
employees were participating. 

PUn^UgUSt 1' 1984; 67'000 ShareS had been purchased under the International 
Plan and approximately 633,000 shares remained available for additional option grants. 

gTra1' f0reign tax laws recluire Participants in the International Plan to recognize taxable 
3 toSrr °K dateh°f °f Sh3reS Under the International Plan in an amount 
date of t^T' Purchase price and the fair market value of the shares on the 
date of purchase. The foreign subsidiaries of the Corporation which participate in the 
International Plan generally are entitled to a tax deduction in the same amount the taxable 
compensation income recognized by the employee. Because the TntPmot- i m , 11 s 
tax-qualified plan, employees of participating foreign subsidiaries who are US citizens' President 
aliens also recognize taxable compensation income under the Internal r r A U ,t are 
entitled to a tax credit equal to the taxes paid to foreign coumrieJT T1 C°de' " 6 countries in respect of the options. 
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Description of the 1968 Restricted Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders adopted the 1968 Restricted Stock 
Purchase Plan (the "1968 Plan"). The authority to grant additional options under the 1968 Plan 
expired upon the adoption by the stockholders of the 1976 Restricted Stock Option Plan. The 
terms and conditions of the 1968 Plan are substantially the same as the 1976 Restricted Stock 
Option Plan, except that directors were ineligible to receive options under the 1968 Plan whereas 
under the Restricted Plan directors who are also employees are eligible to receive options. 

As of August 1, 1984, options for approximately 2,769,000 shares had been exercised under 
the 1968 Plan at an average purchase price per share of $9.72 and options for approximately 
289,000 shares at an average purchase price per share of $24.00 were subject to outstanding 
options with expiration dates ranging from September 8, 1984 to January 25, 1987. 

Description of the Employee Stock Ownership Plan 

In 1982, the Board of Directors adopted the Digital Equipment Corporation Employee Stock 
Ownership Plan (the "ESOP") and established a related trust. Substantially all United States 
employees participate in the ESOP. The Corporation has made a contribution of stock to the trust 
equivalent to approximately 14% of the base salaries (not in excess of $100,000 in salary for any 
single employee) of all participating employees for fiscal year 1 an mten s to ma e 
contributions of stock or cash to the trust equivalent to 14% of such base salaries for fiscal years 
1985 through 1987 and for that portion of fiscal year 1988 which ,s in calendar year 1987 Federal 
tax law generally allows a tax credit for the Corporation equal to the full value of the contribution. 

Contributions are allocated to individual accounts for participating employees in proportion 
to their included salaries and all allocations are fully vested, mp oyees are retirement 
shares allocated to their respective accounts. Distributions wi e , ' 

« F ntherwise provide. Approximately $19,000 of 
ermination of employment, or as the ES0P m^ °^he fqgq fiscai year was for the benefit of 

the Corporation s contribution to the trust with respect to in 
executive officers. 
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PROPOSAL TO APPROVE AMENDMENTS TO THE EMPLOYEE PLAN 
AND THE INTERNATIONAL PLAN 

On June 18, 1984, the Board of Directors voted to amend the 1968 Employee Stock Purchase 
Plan and the 1981 International Employee Stock Purchase Plan by expanding the class of 
employees eligible to participate under the Plans to include officers of the Corporation and highly 
compensated employees. The Board of Directors believes it to be in the best interests of the 
Corporation for such persons to share in the economic and tax benefits afforded by the Employee 
Plan and the International Plan. The amendments will become effective only upon approval by 
the stockholders. 

The Board of Directors recommends a vote FOR approving the amendments to the employee 
stock purchase plans. 

RATIFICATION OF SELECTION OF AUDITORS 

The Board of Directors has selected the firm of Coopers & Lybrand, independent public 
accountants, to serve as auditors for the fiscal year ending June 29, 1985, subject to ratification by 
the stockholders. Coopers & Lybrand has served as the Corporation's auditors since the 
organization of the Corporation. 

The Board of Directors recommends a vote FOR ratification of this selection. 

It is expected that a member of the firm of Coopers & Lybrand will be present at the Annual 
Meeting, will have an opportunity to make a statement if so desired and will be available to 
respond to appropriate questions. 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to soliciting 
stockholders through its regular employees, the Corporation may request banks and brokers to 
solicit customers of theirs who have shares of Common Stock of the Corporation registered in the 
name of a nominee. The Corporation will reimburse such banks and brokers for their reasonable 
out-of-pocket costs, at the rates suggested by the New York Stock Exchange. Solicitation by 
officers and employees of the Corporation may also be made of some stockholders in person, or by 
mail, telephone or telegraph, following the original solicitation. 

14 



STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

Proposals of stockholders intended for inclusion in the proxy statement to be mailed to all 
stockholders entitled to vote at the 1985 annual meeting of stockholders of the Corporation must 
be received at the Corporation's principal executive offices not later than May 31, 1985. In order 
to curtail controversy as to the date on which a proposal was received by the Corporation, 
proponents should submit their proposals by Certified Mail—Return Receipt Requested. 

September 24, 1984 
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SDIDDID 
September 18, 1985 

Dear Fellow Stockholder: 

You are cordially invited to attend our Annual Meeting of Stockholders which will be held 
this year on Friday, November 8, 1985, at 11:00 A.M., at the Marriott Copley Place Hotel, 110 
Huntington Avenue, Boston, Massachusetts. 

The notice of meeting and proxy statement which follow describe the business to be 
conducted at the meeting. We will also give a presentation on the current status of our business. 

Whether or not you plan to attend the meeting in person, it is important that your shares be 
represented and voted. After reading the enclosed Notice of Annual Meeting and Proxy 
Statement, may I urge you to complete, sign, date and return your proxy ballot in the envelope 
provided. If the address on the accompanying material is incorrect, please advise our Investor 
Services Department in writing at 111 Powdermill Road, Maynard, Massachusetts 01754. 

Your vote is important. We will appreciate a prompt return of your signed proxy ballot and 
hope to see you at the meeting. 

For the Board of Directors, 

KENNETH H. OLSEN 
President and Chief Executive Officer 

DIGITAL EQUIPMENT CORPORATION, 146 MAIN STREET, MAYNARD, MASSACHUSETTS 01754 



DIGITAL EQUIPMENT CORPORATION 

NOTICE OF 1985 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 
Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment 

Corporation, a Massachusetts corporation, will be held on Friday, November 8, 1985, at 11:00 
A.M., at the Marriott Copley Place Hotel, 110 Huntington Avenue, Boston, Massachusetts, for the 
following purposes: 

1. To fix the number of directors at seven and to elect a Board of Directors for the ensuing 
year. 

2. To approve an amendment to the 1968 Employee Stock Purchase Plan to increase the 
number of shares subject thereto by 2,500,000 shares. 

3. To approve the 1985 Restricted Stock Option Plan, a copy of which is attached to the 
accompanying Proxy Statement as Exhibit A. 

4. To ratify the selection of the firm of Coopers & Lybrand as auditors for the fiscal year 
ending June 28, 1986. 

5. To transact such other business as may properly come before the meeting. 
Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 

close of business on September 13, 1985, the record date fixed by the Board of Directors for such 
purpose. 

By Order of the Board of Directors, 

EDWARD A. SCHWARTZ, Clerk 
September 18, 1985 

Stockholders are requested to sign the enclosed proxy card and return it promptly in the 
enclosed stamped envelope to Digital Equipment Corporation, P.O. Box 490, Maynard, 
Massachusetts 01754, Att'n: Investor Services Department. 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of Directors 
of Digital Equipment Corporation (the "Corporation") for use at the 1985 Annual Meeting of 
Stockholders. 

An Annual Report to Stockholders, containing financial statements for the fiscal year ended 
June 29, 1985, has been sent to all stockholders entitled to vote. This proxy statement and form of 
proxy were first sent to stockholders on or about the date stated on the accompanying Notice of 
1985 Annual Meeting. 

Only stockholders of record as of the close of business on September 13, 1985 will be entitled 
to vote at the meeting and any adjournments thereof. As of that date, 59,465,225 shares of 
Common Stock of the Corporation were issued and outstanding. Each share outstanding as of the 
record date will be entitled to one vote, and stockholders may vote in person or by proxy. 
Execution of a proxy will not in any way affect a stockholder's right to attend the meeting and vote 
in person. Any stockholder giving a proxy has the right to revoke it at any time before it is 
exercised by written notice to the Clerk of the Corporation. In addition, stockholders attending 
the meeting may revoke their proxies at that time. 

The persons named as attorneys in the proxies are directors of the Corporation. All properly 
executed proxies returned in time to be cast at the meeting, if no contrary instruction is indicated, 
will be voted as stated below under "Election of Directors", will be voted FOR approval of the 
amendment to the 1968 Employee Stock Purchase Plan, will be voted FOR approval of the 1985 
Restricted Stock Option Plan and will be voted FOR the ratification of the selection of the 
auditors. Directors are elected by a plurality of votes cast, and the affirmative vote of a majority of 
the shares present or represented at the meeting is required for approval of any other matter. 

The Corporation knows of no other matter to be presented at the meeting. If any other 
matter should be presented at the meeting upon which a vote properly may be taken, shares 
represented by all proxies received by the Corporation will be voted with respect thereto in 
accordance with the judgment of the persons named as attorneys in the proxies. 



ELECTION OF DIRECTORS 

Nominees for Directors 

The directors of the Corporation are elected annually and hold office until the next annual 
meeting and until their successors have been elected and have qualified. Pursuant to the 
Corporation s by-laws, the stockholders fix the number of directors at the annual meeting, subject 
to the authority of the directors to increase the size of the Board. Any stockholder submitting a 
proxy has the right to withhold authority to vote for any individual nominee to the Board of 
Directors by writing that nominee s name in the space provided on the proxy. Shares represented 
by all proxies received by the Corporation and not so marked as to withhold authority to vote for 
any individual director or for all directors will be voted FOR fixing the number of directors for the 
ensuing year at seven and FOR the election of the nominees named below. The Corporation 
knows of no reason why any such nominee should be unable to serve, but if such should be the 
case, proxies will be voted for the election of some other person, or for fixing the number of 
directors at a lesser number. 

The nominees for directors and further information with respect to each nominee are set forth 
below. 

KENNETH H. OLSEN 

Mr. Olsen, age 59, founded Digital Equipment Corporation in 1957 and has served since 
that time as its President and Chief Executive Officer. Mr. Olsen is also a director of 
Ford Motor Company, Shawmut Corporation and Polaroid Corporation. He has been a 
director of Digital Equipment Corporation since 1957. 

VERNON R. ALDEN 

Mr. Alden, age 62, was formerly Chairman of the Board and Executive Committee of 
The Boston Company, Inc., managers of financial resources. Mr Alden is also a director 
of Augat, Inc., Colgate-Palmolive Company, McGraw-Hill, Inc., Sonesta International 
Hotels Corporation and Transatlantic Fund, Inc., an open-end management investment 
company. He has been a director of Digital Equipment Corporation since 1959 and is a 
member of its Compensation and Stock Option Committee 

PHILIP CALDWELL 

Mr. Caldwell, age 65, is Senior Managing Director of Shearson Lehman Brother 
(Lehman Brothers). In 1985, Mr. Caldwell retired as Chairman of the Board and Chief 
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Executive Officer of Ford Motor Company where he had been an officer for over 15 
years. Mr. Caldwell is also a director of Ford Motor Company, Federated Department 
Stores, Inc. and Kellogg Company. He has been a director of Digital Equipment 
Corporation since 1980. 

ARNAUD DE VITRY 
Mr. de Vitry, age 59, is Chairman of the Board and Chief Executive Officer of Eureka 
SICAV, France, an investment company. He is also a director of Ionics, Incorporated. 
He has been a director of Digital Equipment Corporation since 1957. 

GEORGES F. DORIOT 
General Doriot, age 86, is the retired Chairman of the Board of American Research and 
Development Corporation, a venture capital investment company. He has been a 
director of Digital Equipment Corporation since 1972 and is a member of its Audit 
Committee and its Compensation and Stock Option Committee. 

WILLIAM H. MCLEAN 
Mr. McLean, age 74, is an engineering consultant. He was formerly the Vice President 
and Dean of Stevens Institute of Technology. He is also a director of National Aviation 
and Technology Corporation and National Telecommunications & Technology Fund, 
Inc., an open-end management investment company. He has been a director of Digital 
Equipment Corporation since 1967 and is a member of its Audit Committee. 

DOROTHY E. ROWE 
Miss Rowe, age 68, was formerly Senior Vice President and Treasurer of American 
Research and Development Corporation, a venture capital investment company. She is 
a member of the Advisory Board of the Boston Five Cents Savings Bank. Miss Rowe has 
been a director of Digital Equipment Corporation since 1962 and is a member of its 
Audit Committee and its Compensation and Stock Option Committee. 
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Stock Ownership of Nominees 

Shown below is certain information as of August 1, 1985 with respect to beneficial ownership 
of shares of the Corporation s Common Stock by all director nominees individually and by all 
officers and directors of the Corporation as a group. Unless otherwise indicated, the named 
person possesses sole voting and investment power with respect to the shares. 

Beneficial Owner Share, Beneficially Owned 

KENNETH H. OLSEN I 5,5 (^ 
VERNON R. ALDEN 43,100 
PHILIP CALDWELL ! 

ARNAUD DE VITRY Ill™ 360.000,2) 
GEORGES F. DORIOT . R , 

15,649 
WILLIAM H. MCLEAN ( 20Q 

DOROTHY E. ROWE 88 177 

All 48 officers and directors as a group, including those named above.. 2,584,109( 3) 

( 1 )  I n c l u d e s  6 0 , 0 0 0  s h a r e s  w h i c h  M r .  O l s e n  h a s  t h e  r i o h t  .  f  .  .  
ominn« SNNH tsis BOO i, ® to ac<lulre by exercise of stock options, iuch 1,515,899 shares represent 2.6% of the Cr>rrv.m• j j A-.n„ 

and a .o-trustee, as to whtch sjves Mr. Olsen Egg" " 

v o t i n g r r  d e  V l , r y  d o e s  ° 0 ' p o B e s  

fiduciary capacity for the benefit of members of Mr. de Vit^lr '"Stlt"',0n or a nomiinef ,.n 3 

beneficial ownership of such 203,000 shares. Mr de v?, !" dC V'try disc'a"™ 
Corporation's 8% Convertible Subordinated Debentures Due 2009 0W"S $3'000,00° ° 

(3) Includes 467,913 shares which the officers as a OR u u 
exercise of stock options granted under the Corporation'/ the nght 10 aCqme 

2,584,109 shares represent approximately 4.4% 0f the C V3n0US stock °Ption plans. These 
Common Stock, assuming exercise of the stock options. Orporatlon,s iss"ed and outstanding 

The Corporation knows of no person who owns benefit ii 
Stock. Each director other than Mr. Olsen owns benefit n , m°re than 5% of the Common 

enencially less than 1% 0f the Common Stock. 
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Certain Relationships and Related Transactions 

As previously noted, Philip Caldwell is Senior Managing Director of Lehman Brothers. 
During the Corporation's last fiscal year, Lehman Brothers served as the representative of the 
underwriters in connection with the offer and sale of $400,000,000 of the Corporation's 8% 
Convertible Subordinated Debentures Due 2009. 

Mr. Caldwell's son-in-law is a middle management employee of the Corporation and receives 
the usual and customary compensation for the position he serves. 

Committees of the Board 

The Board of Directors has an Audit Committee and a Compensation and Stock Option 
Committee. 

The Audit Committee recommends to the Board of Directors the selection of the independent 
auditors to be employed by the Corporation, reviews generally the internal and external audit 
plans and the results thereof, reviews generally the Corporation's internal accounting controls with 
the internal and external auditors and reviews compliance with the Corporation's policy on non-
audit services provided by the independent auditors. 

The Compensation and Stock Option Committee reviews and recommends to the Board the 
compensation of directors and of those officers who are members of the senior management 
committees, and reviews and recommends to the Board the adoption of any compensation plans in 
which directors and officers are eligible to participate. The Committee also administers and 
interprets the Corporation's employee stock option plans and, subject to the provisions of the 
plans, selects the employees who are to participate in such plans and determines the terms of their 
participation, subject to Board approval. 

The Board of Directors as a whole acts as a Nominating Committee and, consequently, is 
responsible for nominations to the Board of Directors. The Board of Directors will consider highly 
qualified candidates proposed in writing by stockholders. Stockholders who wish to propose a 
nomination should submit the person's name and background information to the Secretary of the 
Corporation. 

The Board of Directors held nine meetings during the fiscal year ended June 29, 1985, the 
Audit Committee met six times, and the Compensation and Stock Option Committee met three 
times. All directors attended at least 75% of the total number of meetings of the Board and the 
committees to which they belong. 
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EXECUTIVE COMPENSATION AND OTHER INFORMATION 

The table below shows all cash compensation for services in all capacities with the 
Corporation and its subsidiaries rendered during the fiscal year ended June 29, 1985, for the five 
most highly compensated executive officers of the Corporation and for all executive officers as a 
group. 

Name and Capacities 
in Which Served 

Aggregate Cash 
Compensation 

Kenneth H. Olsen 
President and Director 

$ 755,000 

John F. Smith 
Vice President 

$ 408,950 

John J. Shields 
Vice President 

$ 408,133 

Winston R. Hindle, Jr 
Vice President 

$ 405,000 

James M. Osterhoff( 1) 
Vice President 

$ 165,116 

All 43 executive officers as a group, including those 
named above(2)(3) Si  1,063,217 

( 1 )  M r .  O s t e r h o f f  j o i n e d  t h e  C o r p o r a t i o n  i n  J a n u a r y  1 9 8 5 .  O n  a n  a n n u a l i z e d  b a s i s ,  M r .  
Osterhoff is one of the five most highly compensated executive officers of the Corporation. 

( 2 )  O t h e r  t h a n  a s  s e t  f o r t h  b e l o w  u n d e r  " P e n s i o n  P l a n s " ,  " S t o c k  O p t i o n s " ,  a n d  t h e  s t o c k  
plan descriptions, with respect to the fiscal year ended June 29, 1985, the executive officers of the 
Corporation received no significant non-cash compensation from the Corporation or its sub
sidiaries. 

( 3 )  P e r s o n s  w h o  s e r v e d  a s  e x e c u t i v e  o f f i c e r s  f o r  a n y  p a r t  o f  t h e  f i s c a l  y e a r ,  a n d  t h e i r  c a s h  
compensation for the part of the fiscal year served, are included. 

Compensation of Directors 

Each director who is not also an officer of the Corporation is entitled to an annual retainer of 
$18,000 for Board service, plus $800 for each Board meeting and each committee meeting 
attended. Directors are also reimbursed for out-of-pocket expenses incurred in attending Board 
and committee meetings. Directors may defer all or any part of their retainer or meeting fees 
pursuant to a deferred compensation plan which provides for payment including interest when a 
director leaves the Board. 
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Pension Plans 
The Corporation and its subsidiaries have pension plans covering substantially all of their 

employees. 

Benefits under the Corporation's defined benefit pension plan for its United States employees 
are based upon the employee's earnings during service with the Corporation and its subsidiaries 
and are payable after retirement in the form of annuities or lump sum benefits. The annual 
amount payable upon retirement at age 65 under the present provisions of the plan, without 
regard to any survivor options, is 1 Vi% of the aggregate cumulative amount of the participant s 
base salary and wages earned on and after June 30, 1985 plus, for those persons who were plan 
participants on June 29, 1985, Vh.% of the annual average of the participants compensation 
between June 29, 1980 and June 29, 1985 multiplied by the number of years of such participant's 
accredited service prior to June 30, 1985. Under the present provisions of the plan, a participant s 
annual pension may not exceed the lesser of the maximum allowable dollar limit ($90,000 for 
calendar 1985), or 100% of the participant's average compensation for the participants three 
highest consecutive years of service with the Corporation. 

Employees outside the United States are covered by different pension plans varying from 
country to country. 

Estimated annual retirement benefits at age 65 based on the foregoing formula for the 
following individuals would be: Mr. Olsen, $90,000; Mr. Smith, $90,000; Mr. Shields, $90,000, 
Mr. Hindle, $90,000; and Mr. Osterhoff, $71,630. 

Stock Options 

The following table shows as to certain named executive officers, and as to all executive 
officers as a group including the named executive officers: (i) the number of shares of the 
Corporation's Common Stock for which options were granted on and between June 29, 1980 and 
August 1, 1985; (ii) the average per share option exercise price thereof and the average per share 
market price of the Corporation's Common Stock on the dates of grant thereof, (iii) the net value 
of shares acquired on and between June 29, 1980 and August 1, 1985 and on and between July 1, 
1984 and August 1, 1985 upon the exercise of options granted during the periods or prior thereto, 
and (iv) the number of shares sold on and between June 29, 1980 and August 1, 1985. The 
Corporation does not grant stock appreciation rights. 
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K. H. J. F. 
Shares of Common Stock Olsen Smith 

Options Granted 6/29/80 
through 8/1 /85(2)(3): 

Number of shares 30,000 22,000 
Average per share exercise 

price $65.12 $65.02 
Average per share market 

price on dates of grant $92.94 $92.60 
Options Exercised 6/29/80 

through 8/1/85: 
Number of shares -0- 11,633 
Net value realized upon 

exercise(4) — $732,054 
Options Exercised 7/1/84 

through 8/1/85: 
Number of shares -0- -0-
Net value realized upon 

exercise(4) — — 
Sales 6/29/80 to 8/1/85: 

Number of shares 4,500 7,160 

J. J. 
Shields 

22,000 

$65.02 

$92.60 

8,600 

$487,324 

-0-

W. R. 
Hindle 

15,000 

$65.12 

$92.94 

11,587 

$750,371 

-0-

8,346 25,138 

All 
Executive 
Officers 

J. M. as a 
Osterhoff Group(l) 

4,000 375,650 

$69.00 $61.59 

$109.50 $94.61 

-0- 217,485 

— $15,234,630 

-0- 45,510 

— $2,929,018 

-0- 142,250 

( 1 )  D i r e c t o r s  w h o  a r e  n o t  a l s o  o f f i c e r s  o f  t h e  C o r p o r a t i o n  d o  n o t  p a r t i c i p a t e  i n  t h e  
Corporation's stock option plans. Information with respect to the five-year period is shown for all 
persons who were executive officers of the Corporation on August 1, 1985, and information for the 
7/1/84—8/1/85 period is shown for all persons who were executive officers of the Corporation at 
any time during the period. 

( 2 )  A l l  o f  t h e  o p t i o n s  w e r e  g r a n t e d  u n d e r  t h e  C o r p o r a t i o n ' s  1 9 7 6  R e s t r i c t e d  S t o c k  O p t i o n  
Plan. In general, options granted under the Corporation's restricted stock option plans are 
exercisable in full on the date of grant, but shares purchased thereunder are subject to repurchase 
at the option of the Corporation at the exercise price, unless such repurchase option has lapsed. 
Such repurchase option lapses over the life of the grant whether or not the option has been 
exercised. See "Description of the 1976 Restricted Stock Option Plan" and "Description of the 
1968 Restricted Stock Purchase Plan" below. 

( 3 )  S i n c e  J u l y  1 ,  1 9 8 4 ,  n o  o p t i o n s  h a v e  b e e n  g r a n t e d  t o  a n y  o f  t h e  C o r p o r a t i o n ' s  e x e c u t i v e  
officers, except for an option to purchase 4,000 shares, as noted in the above table. In prior years, 
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officers were considered for grants under the Corporation s 1976 Restricted Stock Option Plan in 
June. Currently, officers are considered for option grants after the close of the fiscal year. 

( 4 )  T h e  n e t  v a l u e  r e a l i z e d  u p o n  e x e r c i s e  o f  o p t i o n s  i s  t h e  d i f f e r e n c e  b e t w e e n  t h e  m a r k e t  
value of the shares received upon exercise and the exercise price thereof. 

During the period June 29, 1980 through August 1, 1985, all employees of the Corporation as 
a group (including executive officers) were granted options under the 1976 Restricted Stock 
Option Plan described below for 5,915,350 shares at a weighted average option price per share of 
$63.32, and for 3,518,647 shares under the 1968 Employee Stock Purchase Plan and the 1981 
International Employee Stock Purchase Plan described below. 

On September 16, 1985, the closing price of the Corporation's Common Stock on the New 
York Stock Exchange was $106'/i. 

Stock Plans 

The Corporation has adopted several stock incentive plans to attract and retain employees. 
The 1976 Restricted Stock Option Plan provides a method for offering equity incentives to key 
employees of the Corporation. The 1968 Employee Stock Purchase Plan and the 1981 
International Employee Stock Purchase Plan were adopted for substantially all employees of the 
Corporation and participating subsidiaries. The Corporation's plans are more specifically 
described below. 

Description of the 1976 Restricted Stock Option Plan 

In 1976 the Board of Directors and the stockholders adopted the 1976 Restricted Stock 
Option Plan (the "1976 Plan"). A total of 8,600,000 shares of Common Stock in the aggregate 
may be sold under the 1976 Plan. Not more than 3% of the aggregate number of shares issuable 
under the 1976 Plan may be sold to any one employee. At August 1, 1985, approximate y , 
employees were participating in the 1976 Plan. Options may be granted under t e an rom 
time to time through December 31, 1988, the termination date of the 1976 Plan, owever, su ject 
t o  a n d  u p o n  a p p r o v a l  b y  t h e  s t o c k h o l d e r s  o f  t h e  1 9 8 5  R e s t r i c t e d  S t o c k  O p t i o n  a n  ( t  e  
Plan") (see "Proposal to Approve the 1985 Restricted Stock Option Plan ), t e aut onty to graiu 
additional options under the 1976 Plan will terminate. The Board of Directors has reduced the 
number of shares issuable under the 1976 Plan by 1,100,000 shares, subject to approva y t e 
stockholders of the 1985 Plan. 
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The 1976 Plan authorizes the grant of non-transferable options to purchase the Corporation's 
Common Stock to key employees of the Corporation and its subsidiaries coupled with a 
prohibition against disposition of such shares and a requirement to offer such shares for resale to 
the Corporation at their purchase price upon termination of employment, which restrictions and 
obligation of resale lapse from time to time as to portions of the grant (whether or not the option 
has been exercised), as determined by the Board of Directors or the Compensation and Stock 
Option Committee of the Board of Directors (the "Committee") which administers and interprets 
the 1976 Plan. The exercise price of options granted under the 1976 Plan is specified by the Board 
of Directors, but in no event may this price be less than the lower of (i) 50% of the fair market 
value per share at the date of grant or (ii) the book value per share as of the end of the 
Corporation's fiscal year immediately preceding the grant date. 

Employees, including officers, of the Corporation or any of its subsidiaries, and consultants, 
are eligible to receive options under the 1976 Plan. Directors who are also employees are eligible 
to receive options if they are not members of the Committee. Subject to the terms of the 1976 
Plan, the Committee has authority to select the employees to whom options are granted, to 
determine the number of shares subject to such options, the time or times when options are to be 
granted, the rate and time of lapse of restrictions, and other terms. Currently, options granted to 
U.S. employees are exercisable immediately, terminate in not more than 10 years and 90 days 
from the date of grant, and are exercisable only while the holder is employed by the Corporation 
or a subsidiary or after retirement with the consent of the Corporation. 

As of August 1, 1985, options for 1,183,354 shares had been exercised under the 1976 Plan at 
an average purchase price per share of $29.19; options for 5,908,281 shares at an average 
purchase price per share of $59.12 were outstanding with expiration dates ranging from February 
8, 1987 to September 24, 1995; and 1,508,365 shares remained available for additional option 
grants. 

An option granted under the 1976 Plan is a non-statutory stock option and is taxed in 
accordance with Section 83 of the Internal Revenue Code (the "Code") and the regulations issued 
thereunder. Options granted under the 1976 Plan do not qualify as "incentive stock options" 
under the Code. 

Description of the 1968 Employee Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders adopted the 1968 Employee Stock 
Purchase Plan (the "Employee Plan") for substantially all employees of the Corporation and its 
participating subsidiaries, other than directors of the Corporation. At August 1, 1985, approxi-
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mately 65,500 employees were eligible to participate in the Employee Plan, and approximately 
29,300 employees were participating. 

The Employee Plan authorizes the issuance of a maximum of 5,750,000 shares of Common 
Stock. The Employee Plan permits employees to purchase shares of the Corporation's Common 
Stock twice yearly through accumulated payroll deductions, up to a maximum of 10% of regular 
base pay. The six-month periods June 1 to November 30 and December 1 to May 31 are the 
payment periods ("Payment Period") during which payroll deductions are accumulated under the 
Employee Plan. The price at which shares are purchased is an amount equal to 85% of the fair 
market value of the stock on the first or last business day of the applicable six-month Payment 
Period, whichever is lower. 

At August 1, 1985, 5,243,582 shares had been purchased by employees under the Employee 
Plan and 506,418 shares remained available. 

Federal Income Tax Consequences 

The following tax consequences under the Code are applicable to shares purchased under the 
Employee Plan: 

1. No taxable income will be realized by the employee at the time of the purchase of the 
shares. 

2. If the employee disposes of the shares two years or more after the date of the 
beginning of the Payment Period when the employee acquired the shares, then the employee 
at that time will recognize as taxable compensation income an amount equal to the lesser o . 

( a )  t h e  e x c e s s  o f  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  s h a r e s  o n  t h e  d a t e  o f  s u c h  d i s p o s i t i o n  
over the option price, or 

( b )  1 5 %  o f  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  s h a r e s  a t  t h e  b e g i n n i n g  o f  t h e  P a y m e n t  
Period. 

In addition, the employee may recognize a long-term capital gain or loss in an am°u"1 

equal to the difference between the amount recognized upon the sale o t e s ares an t e 
basis of the shares (i.e., the purchase price plus the amount, if any, taxe as compensation 
income). 

3. If the employee disposes of the shares within two years after the date of the beginning 
of the Payment Period when the employee acquired the shares, the emp oyee at t at time wi 
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recognize taxable compensation income equal to the fair market value of the shares on the 
date of purchase (the last business day of the applicable Payment Period) less the amount 
paid for the shares. In addition, the employee will recognize a capital gain or loss in an 
amount equal to the difference between the amount recognized upon the sale of the shares 
and the basis of the shares (i.e, in this case, the purchase price plus the amount taxed as 
compensation income). If the employee holds the shares for the applicable long-term capital 
gain holding period, this gain or loss will be a long-term capital gain or loss. 

4. If the two-year holding period is satisfied, the Corporation will not receive any 
deduction for Federal income tax purposes with respect to the shares issued pursuant to the 
Employee Plan. Generally, if the two-year holding period is not satisfied, the Corporation 
will be entitled to a deduction in an amount equal to the amount, if any, which is considered 
compensation income. 

Description of the 1981 International Employee Stock Purchase Plan 

In 1981, the Board of Directors and the stockholders adopted the 1981 International 
Employee Stock Purchase Plan (the "International Plan"). A total of 700,000 shares of Common 
Stock in the aggregate may be sold under the International Plan. 

The provisions of the International Plan are substantially the same as the 1968 Employee 
Stock Purchase Plan described above. The International Plan was adopted in order to extend the 
benefits of the Employee Plan to employees of selected foreign subsidiaries of the Corporation or 
branches thereof, other than directors of the Corporation. Employees of several foreign 
subsidiaries presently participate in the Employee Plan, but under present provisions of the United 
States tax laws it is impractical to extend the benefits of the U.S. tax-qualified Employee Plan to 
selected branches of foreign subsidiaries. The International Plan is not intended to be a tax-
qualified plan under the Code. At August 1, 1985, approximately 6,600 employees were eligible 
to participate in the International Plan, and approximately 2,000 employees were participating. 

co, At August 1985- H3,224 shares had been purchased under the International Plan and 
586,776 shares remained available. 

Description of the 1968 Restricted Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders adopted the 1968 Restricted Stock 
Purchase Plan (the "1968 Plan"). The authority to grant additional options under the 1968 Plan 
expired upon the adoption by the stockholders of the 1976 Restricted Stock Option Plan. The 
terms and conditions of the 1968 Plan are substantially the same as the 1976 Restricted Stock 
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Option Plan, except that directors were ineligible to receive options under the 1968 Plan whereas 
under the 1976 Plan directors who are also employees are eligible to receive options. 

As of August 1, 1985, options for 2,938,872 shares had been exercised under the 1968 Plan at 
an average purchase price per share of $10.51 and options for 114,061 shares at an average 
purchase price per share of $24.43 were subject to outstanding options with expiration dates 
ranging from September 7, 1985 to January 23, 1987. 

Description of the Employee Stock Ownership Plan 

In 1982, the Board of Directors adopted the Digital Equipment Corporation Employee Stock 
Ownership Plan (the "ESOP") and established a related trust. Substantially all United States 
employees participate in the ESOP. The Corporation has made a contribution of stock to the trust 
equivalent to approximately lA% of the base salaries (not in excess of $100,000 in salary for any 
single employee) of all participating employees for fiscal year 1985 and intends to make 
contributions of stock or cash to the trust equivalent to lA% of such base salaries for fiscal years 
1986 and 1987 and for that portion of fiscal year 1988 which is in calendar year 1987. Federal tax 
law generally allows a tax credit for the Corporation equal to the full value of the contribution. 

Contributions are allocated to individual accounts for participating employees in proportion 
to their included salaries and all allocations are fully vested. Employees are entitled to vote all 
shares allocated to their respective accounts. Distributions will be made at death, retirement, 
termination of employment, or as the ESOP may otherwise provide. Approximately $18,000 of 
the Corporation's contribution to the trust with respect to the 1985 fiscal year was for the benefit of 
executive officers. 

PROPOSAL TO AMEND THE 1968 EMPLOYEE STOCK PURCHASE PLAN 

On August 19, 1985, the Board of Directors amended the Employee Plan to increase the 
number of shares subject thereto from 5,750,000 to 8,250,000. The amendment will become 
effective only upon approval by the stockholders. This increase in shares is needed to enable the 
Corporation to continue operating the Employee Plan for the benefit of eligible employees. 

The Board of Directors recommends a vote FOR approving the amendment to the Employee 
Plan. 
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PROPOSAL TO APPROVE THE 1985 RESTRICTED STOCK OPTION PLAN 

On August 19, 1985, the Board of Directors adopted the 1985 Restricted Stock Option Plan 
(the "1985 Plan"), subject to stockholder approval. Upon approval by the stockholders, the 1985 
Plan is intended to be the Corporation's principal equity incentive plan for key employees of the 
Corporation. The 1985 Plan is intended to replace the 1976 Restricted Stock Option Plan (the 
"1976 Plan"), which is scheduled to expire in December 1988. A total of 9,000,000 shares of 
Common Stock in the aggregate may be sold under the 1985 Plan. Not more than 3% of the 
aggregate number of shares issuable under the 1985 Plan may be sold to any one employee. 
Options may be granted to employees under the 1985 Plan from time to time through December 
31, 1990, the termination date of the plan. Upon approval by the stockholders of the 1985 Plan, 
the authority to grant additional options under the 1976 Plan will terminate. The directors have 
reduced the number of shares issuable under the 1976 Plan by 1,100,000 shares, subject to 
approval by the stockholders of the 1985 Plan. However, shares may be issued under options 
previously granted under the 1976 Plan until the expiration date of such options. As of August 1, 
1985, the latest of such dates is September 24, 1995. The complete text of the 1985 Plan is 
attached hereto as Exhibit A. 

Description of the 1985 Restricted Stock Option Plan 
The 1985 Plan is intended to provide a method whereby employees of the Corporation and 

its subsidiaries who are presently making and are expected to continue to make substantial 
contributions to the successful growth and development of the Corporation may be offered 
incentives in addition to those of current compensation, future pensions and such stock options as 
they have been or may be granted, thereby advancing the interests of the Corporation and its 
stockholders. The basic means whereby this is intended to be accomplished is by the grant of 
options to purchase the Corporation's Common Stock to key employees of the Corporation and its 
subsidiaries coupled with a prohibition against disposition of such shares and a requirement to 
offer such shares for resale to the Corporation at their purchase price upon termination of 
employment, which restrictions and obligation of resale shall lapse from time to time as to 
portions of the grant, as determined by the Board of Directors or the Compensation and Stock 
Option Committee of the Board of Directors (the "Committee") which is to administer and 
interpret the 1985 Plan. 

The exercise price of options granted under the 1985 Plan is specified by the Board of 
Directors, but in no event may this price be less then the lower of (i) 50% of the fair market value 
per share at the date of grant or (ii) the book value per share as of the end of the Corporation's 
fiscal year immediately preceding the grant date. The 1985 Plan contains a provision permitting 
payment by an officer of the Corporation upon exercise of an option to be made using the 
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Corporation's Common Stock, as well as cash, in accordance with policies and eligibility criteria 
established by the Committee. 

Employees, including officers, of the Corporation or any of its subsidiaries, and consultants, 
are eligible to receive options under the 1985 Plan. Directors who are also employees are eligible 
to receive options if they are not members of the Committee. Subject to the terms of the 1985 
Plan, the Committee has authority to select the employees to whom options are granted, to 
determine the number of shares subject to such options, the time or times when options are to be 
granted, the rate and time of lapse of restrictions, and other terms. Options may be granted to the 
same employee on more than one occasion. The Corporation reserves the right under the 1985 
Plan to terminate an employee's option with the employee's consent and to substitute one or more 
options with different terms and conditions, including a lower option price. 

At the time the options are exercised, the Common Stock account will be increased by the par 
value ($1 per share) of the shares sold and the remaining portion of the proceeds will be credited 
to additional paid-in capital. A portion of the excess, if any, of the fair market value of the shares 
on the grant date over the option price will be charged to operations each year as the restrictions 
lapse. The amount actually deductible for Federal income taxes may exceed the amount to be 
charged to income for book purposes; any Federal income tax benefits relating to this difference 
will be credited to additional paid-in capital. 

The Board of Directors may terminate, modify or suspend the 1985 Plan provided that no 
modification shall, without stockholder approval, increase the maximum number of shares which 
may be sold under the 1985 Plan in the aggregate or the percentage of such number which may be 
sold to any one person, decrease the minimum exercise price at which options may e grante , or 
extend the period during which options may be granted under the 1985 P an. 

Federal Income Tax Consequences 
An option granted under the 1985 Plan is a non-statutory stock option and is taxed in 

accordance with Section 83 of the Code and the regulations issued thereunder Options gran e 
under the 1985 Plan do not qualify as "incentive stock options under ection o e o e. 

The following tax consequences under existing law will be applicable to shares purchased 

under the 1985 Plan: 

1. No taxable income will be realized by the employee at the time the option is granted. 

2. If shares are acquired before the date on which restrictions on the shares lapse.the 
employee will realize ordinary compensation income at such time as t e res nc I 
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lapse, in an amount equal to the difference between the purchase price and the fair market value 
of the shares on the date of lapse of the restrictions. The holding period for determining long-term 
capital gains on shares the employee has purchased will begin at such time as all restrictions on the 
shares lapse. 

3. If shares are acquired before the date on which the restrictions on the shares lapse, the 
employee may elect (as an alternative to the tax consequences described in (2) above) under the 
Code, within a period not later than 30 days after the date of purchase, to include in gross income 
for the taxable year in which the employee purchases the shares, an amount equal to the 
difference between the purchase price and the fair market value of the purchased shares as of the 
date of such acquisition (determined without regard to any restrictions). If this election is made, 
the holding period for determining long-term capital gains on the disposition of shares purchased 
will begin at the time of purchase. This election may not be revoked, once made, except with the 
consent of the Internal Revenue Service. 

4. If shares are acquired after the date on which the restrictions on the shares lapse, the 
employee will realize ordinary compensation income on the date of exercise in an amount equal to 
the difference between the purchase price and the fair market value of the shares on the date of 
exercise. In such case, the holding period for determining long-term capital gains on the 
disposition of shares the employee has purchased will begin at the time of purchase. 

5. In addition, a sale of shares by the employee will result in recognition of a capital gain or 
loss in an amount equal to the difference between the amount realized upon the sale of the shares 
and the basis for the shares. This basis is equal to the purchase price for the shares plus the 
amount recognized by the employee as taxable compensation income. If the employee holds the 
shares for more than six months, this gain or loss will be a long-term capital gain or loss. 

6. In general, the Corporation will be entitled to a tax deduction in the same amount as the 
ordinary compensation income realized by the employee. 

The Board of Directors recommends a vote FOR approval of the 1985 Restricted Stock 
Option Plan. 

RATIFICATION OF SELECTION OF AUDITORS 

The Board of Directors has selected the firm of Coopers & Lybrand, independent public 
accountants, to serve as auditors for the fiscal year ending June 28, 1986, subject to ratification by 
the stockholders. Coopers & Lybrand has served as the Corporation's auditors since the 
organization of the Corporation. 

The Board of Directors recommends a vote FOR ratification of this selection. 
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It is expected that a member of the firm of Coopers & Lybrand will be present at the Annual 
Meeting, will have an opportunity to make a statement if so desired and will be available to 
respond to appropriate questions. 

AMENDMENT OF BY-LAWS 

In May 1985, the Board of Directors amended Article I, Section 1 of the By-laws of the 
Corporation to provide that the annual meeting of stockholders shall be held on the second Friday 
of November of each year. 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to soliciting 
stockholders through its regular employees, the Corporation may request banks and brokers to 
solicit customers of theirs who have shares of Common Stock of the Corporation registered in the 
name of a nominee. The Corporation will reimburse such banks and brokers for their reasonable 
out-of-pocket costs, at the rates suggested by the New York Stock Exchange. Solicitation by 
officers and employees of the Corporation may also be made of some stockholders in person, or by 
mail, telephone or telegraph, following the original solicitation. 

STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

Proposals of stockholders intended for inclusion in the proxy statement to be mailed to all 
stockholders entitled to vote at the 1986 annual meeting of stockholders of the Corporation must 
be received at the Corporation's principal executive offices not later than May 30, 1986. In order 
to curtail controversy as to the date on which a proposal was received by the Corporation, 
Proponents should submit their proposals by Certified Mail—Return Receipt Requested. 

September 18, 1985 
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EXHIBIT A 

1985 RESTRICTED STOCK OPTION PLAN 

Section 1—Purpose 

The Digital Equipment Corporation 1985 Restricted Stock Option Plan (the "Plan") is 
intended to provide a method whereby employees of Digital Equipment Corporation (the 
"Company") and its subsidiaries who are largely responsible for the management and growth of 
the business, and who are presently making and are expected to continue making substantial 
contributions to the successful management and growth of the Company and its subsidiaries, may 
be offered incentives in addition to those presently available and may be stimulated by personal 
involvement in the fortunes of the Company to continue in the service of the Company and its 
subsidiaries, thereby advancing the interests of the Company and its stockholders. Accordingly, 
the Company may, from time to time, grant to such employees as may be selected in the manner 
hereinafter provided, options to purchase shares of Common Stock of the Company on the terms 
and conditions hereinafter established. 

Section 2—Administration of the Plan 

The Plan shall be administered by a committee appointed by the Board of Directors of the 
Company (the "Committee"). The Committee shall consist of not fewer than three members of 
the Company's Board of Directors. The Board of Directors may from time to time remove 
members from or add members to the Committee. Vacancies on the Committee, howsoever 
caused, shall be filled by the Board of Directors. The Committee shall select one of its members as 
Chairman and shall hold meetings at such times and places as it may determine. Acts by a 
majority of the Committee or acts reduced to or approved in writing by a majority of the 
Committee shall be the valid acts of the Committee. 

The interpretation and construction by the Committee of any provisions of the Plan or of any 
agreement or of other matters related to the Plan shall be final unless otherwise determined by the 
Board of Directors. The Committee may from time to time adopt such rules and regulations for 
carrying out the Plan as it may deem best. No member of the Board of Directors or the 
Committee shall be liable for any action or determination made in good faith with respect to the 
Plan. 
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Section 3—Stock Subject to the Plan 

The shares to be issued under the Plan shall be made available either from authorized but 
unissued shares of Common Stock of the Company or from shares of Common Stock held in the 
Company's treasury, including shares purchased in the open market. 

Shares issued under the Plan shall be subject to the terms, conditions and restrictions 
specified in the Plan and to such other terms, conditions and restrictions as the Board of Directors 
or the Committee may provide. 

Subject to the provisions of the succeeding paragraphs of this Section 3, the aggregate 
number of shares which may be issued under the Plan shall not exceed nine million (9,000,000) 
shares, and the aggregate number of shares which may be issued to any one employee under the 
Plan shall not exceed three percent (3%) of the aggregate number of shares issuable under the 
Plan. 

All shares subject to options that shall have terminated for any reason (other than by 
surrender for cancellation upon any exercise of all or part of such options), and any shares 
reacquired by the Company prior to December 31, 1990 pursuant to the provisions hereof, shall 
again become available for issuance under the Plan. 

In the event that the number of outstanding shares of Common Stock of the Company shall 
be changed by reason of split-ups, combination of shares, reclassifications, recapitalizations or 
stock dividends, the number and class of shares which may thereafter be available under the Plan 
shall be appropriately adjusted as determined by the Board of Directors so as to reflect any such 
change, and in the case of each option outstanding at the time of any such action, the number and 
class of shares which may thereafter be purchased pursuant to such option and the option price 
Per share shall be appropriately adjusted as determined by the Board of Directors to be necessary 
to preserve unimpaired the rights of the employee. 

Section 4—Issuance of Shares 

The price at which shares of Common Stock may be purchased pursuant to the options 
granted under the Plan shall be specified by the Board of Directors, but in no event shall such 
price be less than the lesser of: (i) the book value per share of the Common Stock as of the end of 
t h e  f i s c a l  y e a r  o f  t h e  C o m p a n y  i m m e d i a t e l y  p r e c e d i n g  t h e  d a t e  o  s u e  g r a n t  o r  ( u )  c  o  t  e  
fair market value per share of the Common Stock on the date of sue grant. 
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Section 5—Eligibility of Purchasers 
Options may be granted under the Plan only to employees of the Company or of a subsidiary 

of the Company. The term "employees" shall include officers as well as other employees of the 
Company or of a subsidiary of the Company. Solely for the purposes of the Plan, the term 
"employees" shall also include consultants to the Company and its subsidiaries. Members of the 
Committee and directors who are not also employees of the Company or of a subsidiary of the 
Company shall not be eligible to participate in the Plan. 

Subject to the provisions of the Plan, the Committee shall have the authority to select the 
employees who are to participate in the Plan, to determine the options to be granted to each 
employee, to determine the time or times when options shall be exercisable, and to prescribe the 
form of option agreements under the Plan and the legend to be affixed to the stock certificates 
representing shares to be issued. 

Subject to the limits as to numbers of shares specified in Section 3, options may be granted to 
the same employee on more than one occasion. 

Section 6—Option Period 
Each option under the Plan shall expire on such date as the Board of Directors or the 

Committee shall determine ("Option Period"), and shall be subject to earlier termination as 
hereinafter provided. 

Section 7—Non-Transferability of Options 
No option under the Plan shall be transferable by the employee who is granted such option. 

Section 8—Exercise of Options 
An employee electing to exercise an option under the Plan shall give written notice to the 

Company of such election and of the number of shares the employee has elected to acquire. The 
employee will receive certificates for shares purchased under the Plan or may elect to receive 
statements of ownership instead. Full payment for shares purchased, together with provision for 
the amount of any taxes due in respect of the sale and issue thereof, shall be paid at the time of 
exercise. Until the employee has been issued a certificate or a statement of ownership for shares so 
acquired, the employee shall possess no stockholder rights with respect to such shares. 

Consistent with applicable tax laws, policies and eligibility criteria established by the 
Committee, an officer may utilize the share transfer method for exercising options, whereby the 
officer may tender previously acquired Common Stock at its current market value in payment 
when exercising an option, and may further apply the shares acquired upon such exercise to satisfy 
the exercise price for additional shares. 
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Section 9—Termination of Employment 
If an employee holding options under the Plan ceases to be employed by the Company or any 

subsidiary for any reason other than death or retirement with the consent of the Company, his or 
her unexercised options shall expire upon such termination of employment unless otherwise 
agreed to in writing by the Company. 

Section 10—Death of Employee 
If an employee dies during the Option Period, his or her options under the Plan shall 

thereafter be exercisable only during the two years following his or her death (but in no event 
after the expiration of the Option Period) by either his or her executor or administrator, or, if not 
so exercised, by the legatees or the distributees of his or her estate or by such other person or 
persons to whom the employee's rights under such options shall pass by will or by the applicable 
laws of descent and distribution, and only as to the number of shares, if any, as to which any such 
option was exercisable immediately prior to death. 

Section 11 — Restrictions on Disposition and Obligation of Resale 
Shares of Common Stock acquired by an employee pursuant to the exercise of an option 

under the Plan shall not be sold, transferred, or otherwise disposed of and shall not be pledged or 
otherwise hypothecated, except as provided below. (Any such sale, transfer or other disposition, 
or any pledge or other hypothecation shall hereinafter be referred to as a disposition .) In the 
event of the termination of employment for any reason except death or retirement with the consent 
of the Company, such shares shall, except as provided below, be offered for resale to the Company 
at their original acquisition price. Shares as to which the restrictions against disposition and t e 
obligation of resale to the Company have lapsed in accordance with the provisions set forth be ow 
shall be referred to as "free shares". Shares as to which the restrictions against disposition and 
obligation of resale to the Company have not lapsed as provided below shall be referred to as 
"restricted shares". 

( a )  T h e  r e s t r i c t i o n s  a g a i n s t  d i s p o s i t i o n  a n d  t h e  o b l i g a t i o n  o f  r e s a l e  t o  t h e  C o m p a n y  o f  s h a r e s  
acquired pursuant to the Plan shall lapse as the Board of Directors or the Committee shall 
determine, and such terms shall be incorporated into and be made a part o t e option agreement 
between the Company and the employee. Any provision for the lapse o t e restrictions against 
disposition and the obligation of resale shall apply resPect to s aiJs su Ject to an option 
whether or not the option has been exercised in whole or part as o t e ate o apse. 

( b )  U p o n  t h e  d e a t h  o f  t h e  e m p l o y e e ,  t h e  r e s t r i c t i o n s  a g a i n s t  d i s p o s i t i o n  o f  s h a r e s  w h i c h  h a v e  
not otherwise lapsed under the Plan shall immediately lapse. pon e re iremen o e 
employee with the consent of the Company, the restrictions against isposition o s ares w IC 
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have not otherwise lapsed under the Plan shall lapse in accordance with the schedule set forth in 
the option agreement covering those shares, or upon such other terms as shall be determined by 
the Committee or the Board of Directors. 

(c) In the event of the termination of employment for any reason except death or retirement 
with the consent of the Company, shares issued to the employee pursuant to the exercise of an 
option under the Plan, which shares have not, as of the date of termination of employment, 
become free shares as defined above, shall become subject to an obligation of immediate resale to 
the Company. Shares subject to such obligation of resale shall be delivered to the Company 
within 30 days following the termination of employment. Within 60 days following a timely 
delivery of shares, the Company will compensate the employee (at the original acquisition price) 
for such number of shares as the Company elects to purchase and will return to the employee any 
shares not so purchased, and any such returned shares will thereafter be free shares. Restricted 
shares which are not delivered to the Company within 30 days following the termination of 
employment shall remain subject to the restrictions against disposition and such restrictions shall 
not lapse as otherwise provided in this Section 11 and in the employee's option agreement. 
Restricted shares represented by statements of ownership shall be deemed to have been delivered 
to the Company on the date of termination of employment. Nothing in this Section 11 shall 
require the Company to repurchase shares issued to employees under the Plan. 

( d )  N o t w i t h s t a n d i n g  a n y  o f  t h e  f o r e g o i n g  r e s t r i c t i o n s ,  a n y  s h a r e s  a c q u i r e d  u n d e r  t h e  P l a n  
may at any time be pledged or otherwise hypothecated to secure borrowing by the employee to 
obtain the acquisition price to be paid by the employee for such shares; provided, however, that 
the amount of such borrowing may not exceed the acquisition price of such shares. 

( e )  T h e  p r o v i s i o n s  o f  t h i s  S e c t i o n  1 1  a n d  t h e  p r o v i s i o n s  o f  a n y  o p t i o n  a g r e e m e n t  b e t w e e n  
the Company and an employee relating to the restrictions against disposition and the obligation of 
resale to the Company shall be applied according to their terms or according to such other terms 
and conditions, or at such other times and dates, as the Board of Directors or the Committee may 
from time to time establish. 

"Retirement with the consent of the Company" as used in this Section 11 shall be determined 
by the Committee or the Board of Directors, and such determination shall be final. Retirement, 
including early retirement, under any pension plan of the Company or a subsidiary shall not by 
itself constitute retirement with the consent of the Company for purposes of the Plan. 

Any questions as to whether and when there has been a termination of employment, and 
(subject to Section 4 of the Plan) any questions as to the acquisition price of shares, shall be 
determined by the Committee, and its determination of such questions shall be final. 
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Section 12—Notice of Election Under Section 83(b) 

Each employee making an election under Section 83(b) of the 1954 Internal Revenue Code 
and the Regulations and Rulings promulgated thereunder will provide a copy thereof to the 
Company within 30 days of the filing of such election with the Internal Revenue Service. 

Section 13—Amendments to the Plan 

The Board of Directors of the Company may at any time terminate or from time to time 
modify or suspend the Plan, provided that no such modification without the approval of the 
stockholders of the Company shall: 

( a )  i n c r e a s e  t h e  m a x i m u m  n u m b e r  o f  s h a r e s  w h i c h  m a y  b e  i s s u e d  u n d e r  t h e  P l a n  i n  t h e  
aggregate or the percentage of such number of shares which may be issued to any one emp oyee 
(except as permitted by the last two paragraphs of Section 3); or 

( b )  e x t e n d  t h e  p e r i o d  d u r i n g  w h i c h  o p t i o n s  m a y  b e  g r a n t e d  u n d e r  t h e  P l a n .  

Section 14—Successors and Assigns 

The provisions of the Plan shall be binding upon all successors and assigns of an employee 
acquiring shares under the Plan, including, without limitation, the estate of any such employee 
and the executors, administrators or trustees of such estate, and any receiver, ru 
or representative of the creditors of any such employee. 

Section 15-1976 Restricted Stock Option Plan 

Upon approval of the Plan by the stockholders of the, w"^976 Phn")^hall 
agonal op„„„s under ,he C„mpany-s ,976 -<2'— S a, SS 
expire. Options theretofore granted pursuant to the 19' thereto Qr in accordance 

mes and in such manner as is specified in the optiontag' ^ the Committee shall determine. 
!th such other terms and conditions as the Board of Dire 

Section 16—Termination Date of the Plan 
-PI. , aaA however, that options granted on 

or hpf 6 Sha" terminate on December 31.' 'rHance with their respective terms, after the 
before such date shall remain exercisable, in accorda 

termination of the Plan. 
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m 
September 19, 1986 

Dear Fellow Stockholder: 

You are cordially invited to attend our Annual Meeting of Stockholders which will be held 
this year on Thursday, November 6, 1986, at 11:00 A.M., at the New England Life Hall, 225 
Clarendon Street, Boston, Massachusetts. 

The notice of meeting and proxy statement which follow describe the business to be 
conducted at the meeting. We will also give a presentation on the current status of our 
business. 

We are very pleased that Mr. Robert R. Everett, former President of The Mitre Corpora
tion, is a nominee for election to our Board by our stockholders for the first time. 

Whether or not you plan to attend the meeting in person, it is important that your shares 
be represented and voted. After reading the enclosed Notice of Annual Meeting and Proxy 
Statement, may I urge you to complete, sign, date and return your proxy ballot in the envelope 
provided. If the address on the accompanying material is incorrect, please advise our Investor 
Services Department in writing at 111 Powdermill Road, Maynard, Massachusetts 01754. 

Your vote is important. We will appreciate a prompt return of your signed proxy ballot 
and hope to see you at the meeting. 

For the Board of Directors, 

KENNETH H. OLSEN 
President and Chief Executive Officer 

DIGITAL EQUIPMENT CORPORATION, 146 MAIN STREET, MAYNARD, MASSACHUSETTS 01754 



DIGITAL EQUIPMENT CORPORATION 

NOTICE OF 1986 ANNUAL MEETING 

the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment 
Corporation, a Massachusetts corporation, will be held on Thursday, November 6, 1986, at 
11:00 A.M., at the New England Life Hall, 225 Clarendon Street, Boston, Massachusetts, for the 
following purposes: 

1. To fix the number of directors at eight and to elect a Board of Directors for the 
ensuing year. 

2. To approve an amendment to the Corporation s Articles of Organization to increase 
the authorized Common Stock, $1 par value, of the Corporation from 225,000,000 
shares to 450,000.000 shares. 

3. To ratify the selection of the firm of Coopers & Lybrand as auditors for the fiscal year 
ending June 27, 1987. 

4. To transact such other business as may properly come before the meeting. 

Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 
close of business on September 8, 1986, the record date fixed by the Board of Directors for 
such purpose. 

By Order of the Board of Directors, 

EDWARD A. SCHWARTZ, Clerk 

^^ptember 19, 1986 

Stockholders are requested to sign the enclosed proxy card and return it promptly in the 
enclosed stamped envelope to Digital Equipment Corporation, P.O. Box 490, Maynard, 
Massachusetts 01754, Att'n: Investor Services Department. 



PROXY STATEMENT 

^ INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of 
Directors of Digital Equipment Corporation (the "Corporation") for use at the 1986 Annual 
Meeting of Stockholders. 

An Annual Report to Stockholders, containing financial statements for the fiscal year 
ended June 28, 1986, has been sent to all stockholders entitled to vote. This proxy statement 
and form of proxy were first sent to stockholders on or about the date of the accompanying 
Notice of 1986 Annual Meeting. 

Only stockholders of record as of the close of business on September 8, 1986 will be 
entitled to vote at the meeting and any adjournments thereof. As of that date, 128,928,057 
shares of Common Stock of the Corporation were issued and outstanding. Each share 
outstanding as of the record date will be entitled to one vote, and stockholders may vote in 
person or by proxy. Execution of a proxy will not in any way affect a stockholder's right to 
attend the meeting and vote in person. Any stockholder giving a proxy has the right to revoke 
it at any time before it is exercised by written notice to the Clerk of the Corporation. In 
addition, stockholders attending the meeting may revoke their proxies at that time. 

The persons named as attorneys in the proxies are directors of the Corporation. All 
properly executed proxies returned in time to be cast at the meeting, if no contrary instruction 
is indicated, will be voted as stated below under "Election of Directors", will be voted FOR 
approval of the proposed amendment to the Corporation's Articles of Organization and will be 
voted FOR the ratification of the selection of the auditors. Directors are elected by a plurality 
of votes cast, the affirmative vote of a majority of the shares present or represented at the 
meeting is required for ratification of the selection of the auditors, and the affirmative vote of a 
majority of the outstanding shares of Common Stock of the Corporation is required for 
j^proval of the amendment to the Articles of Organization. 

The Corporation knows of no other matter to be presented at the meeting. If any other 
matter should be presented at the meeting upon which a vote properly may be taken, shares 
represented by all proxies received by the Corporation will be voted with respect thereto in 
accordance with the judgment of the persons named as attorneys in the proxies. 



ELECTION OF DIRECTORS 

Nominees for Directors 
The directors of the Corporation are elected annually and hold office until the next annual 

meeting and until their successors have been elected and have qualified. Pursuant to the 
Corporation's By-laws, the stockholders fix the number of directors at the annual meeti^| 
subject to the authority of the directors to increase the size of the Board. Any stockholder 
submitting a proxy has the right to withhold authority to vote for any individual nominee to 
the Board of Directors by writing the nominee's name in the space provided on the proxy. 
Shares represented by all proxies received by the Corporation and not so marked as to 
withhold authority to vote for any individual director or for all directors will be voted FOR 
fixing the number of directors for the ensuing year at eight and FOR the election of the 
nominees named below. The Corporation knows of no reason why any such nominee should 
be unable to serve, but if such should be the case, proxies will be voted for the election of 
some other person, or for fixing the number of directors at a lesser number. 

The nominees for directors and further information with respect to each nominee are set 
forth below. 

KENNETH H. OLSEN 
Mr. Olsen, age 60, founded Digital Equipment Corporation in 1957 and has served 
since that time as its President and Chief Executive Officer. Mr. Olsen is also a 
director of Ford Motor Company and Polaroid Corporation. He has been a director of 
Digital Equipment Corporation since 1957. 

VERNON R. ALDEN 
Mr. Alden, age 63, was formerly Chairman of the Board and Executive Committee of 
The Boston Company, Inc., managers of financial resources. Mr. Alden is also a 
director of Augat, Inc., Colgate-Palmolive Company, McGraw-Hill, Inc., Interniet 
Corporation, Sonesta International Hotels Corporation and Transatlantic Fund, Inc., 
an open-end management investment company. He has been a director of Digital 
Equipment Corporation since 1959 and is a member of its Compensation and StMk 
Option Committee. ^ 

PHILIP CALDWELL 
Mr. Caldwell, age 66, is Senior Managing Director of Shearson Lehman Brothers Inc. 
(Lehman Brothers). In 1985, Mr. Caldwell retired as Chairman of the Board and 
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Chief Executive Officer of Ford Motor Co,opany where^ ^ ̂  
over 15 years. Mr. Caldwe l l  is a so a a director of Digital 

EquhJ^ot^Corporation stnce 1980° and i, a iweuiber of its Audi. Committee. 

ARN Mr de Visage 60, is Chairman of the BoardI andl 

STCAV France an investment company. He is also a cureciu 
He ilbeen a director of Digital Equipment Corporation s.nce 1957. 

GEORGES F. DORIOT rRairman of the Board of American Research 
General Doriot, age 87, ,s the retired Chairman ot the^ ^ ̂  ̂  ̂  a 

and Development Corporation, a venture cap . ^ ̂ ( of lts Aurl.t 

director of Digital ^uiPme"V^'P^s °"k Option Committee. 
Committee and its Compensation and S 

ROBERT R. EVERETT lt t He recently retired as President of 
Mr. Everett, age 65, is an engineering c ' , center. Mr. Everett was elected a 
The Mitre Corporation, a federa con rac Gf Directors effective July 1, 
director of Digital Equipment Option Committee. 
1986 and is a member of its Compensation 

WILLIAM H. MCLEAN „nnsidtant. He was formerly the Vice President 
Mr. McLean, age 75, is an engineering director of National 
and Dean of Stevens Institute of Tech™'Oif0n^Tlca;mmunicatio„s & Technoh 
Aviation and Technology Consent.,on ancHe has been a 
ogy Fund, Inc., an open-en ™anage . 19g7 and js a member of its Audit 
director of Digital Equipment Corporation since 
Committee. 

DOROTHY E. ROWE . President and Treasurer of American 
Miss Rowe, age 69, was formerly Senior ^ ^ investment company. She 
Research and Development Boston Five Cents Savings Bank. Miss Rowe 
is a member of the Advisory Board of r oration since 1962 and is a member of 
has been a director of Digital Equipment Corporation s 
its Audit Committee and its Compensation and Stock Upt 
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Stock Ownership of Nominees 

Shown below is certain information as of August 1, 1986, with respect to beneficial 
ownership of shares of the Corporation's Common Stock by all director nominees individually 
and by all officers and directors of the Corporation as a group. All share numbers reflect the 
two-for-one stock split effected May 9, 1986. Unless otherwise indicated, the named person^ 
possesses sole voting and investment power with respect to the shares. m) 

Beneficial Owner Shares Beneficially Owned 

KENNETH H. OLSEN 2,567,370(1) 
VERNON R. ALDEN 57,110(2) 
PHILIP CALDWELL 2QO 
ARNAUD DE VITRY 772,630(3) 
ROBERT R. EVERETT Q 
GEORGES F. DORIOT 2GG 
WILLIAM H. MCLEAN „ ANR, ^ 2,400 
DOROTHY E. ROWE JYG ^ 
All 52 officers and directors as a group, including those 

above 4,940,638(4) 

(1) Includes 170,000 shares which Mr. Olsen has the right to acquire by exercise of stock 
options. Such 2,567,370 shares represent 2% of the Corporation's issued and outstanding 

owneTb eXTiSG St0Ct °pti0ns' DoeS not incIude 2,142,240 shares 
owned by The Stratford Foundation, a private charitable foundation of which Mr Olsen is the 
founder and co-trustee, as to which shares Mr. Olsen disclaims beneficial ownership. 

(2) Includes 22,810 shares held by Mr. Alden's wife a« tr> .„L- U  U  A I J  
disclaims beneficial ownership. ' ** 4° Wh'ch shareS Mr Alde" 

(3) Includes 366,630 shares held in trust with respect to which Mr. de Vitry does not 
possess voting power. Also includes 406,000 shares held by either a financial institution or a 
nominee in a fiduciary capacity for the benefit of members of Mr A*> v. > r i H A 
Vitry disclaims beneficial ownership of such 406,000 shares. ' ° S y' 6 

(4) Includes 1,181,502 shares which the officers as a groun hav*. • l. . u W 
exercise of stock options granted under the Corporation's various stock "f t0 acqu^ V 

4,940,638 shares represent approximately 3.8% of the CorporTon's i« °Pt,°n pla"S; ̂  l 
Common Stock, assuming exercise of the stock options. a"d outstandinS 
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The Corporation knows of no person who owns beneficially more than 5% of the Common 
Stock. Each director other than Mr. Olsen owns beneficially less than 1% of the Common 
Stock. 

Certain Relationships and Related Transactions 
„ As previously noted, Philip Caldwell is Senior Managing Director of Lehman Brothers, the 

fllkrporation's investment bankers. Mr. Caldwell's son-in-law is a middle management em
ployee of the Corporation and receives the usual and customary compensation for the position 
he serves. 

Committees of the Board 
The Board of Directors has an Audit Committee and a Compensation and Stock Option 

Committee. 
The Audit Committee recommends to the Board of Directors the selection of the 

independent auditors to be employed by the Corporation, reviews generally the internal and 
external audit plans and the results thereof, reviews generally the Corporation s internal 
accounting controls with the internal and external auditors and reviews compliance with the 
Corporation's policy on non-audit services provided by the independent auditors. 

The Compensation and Stock Option Committee reviews and recommends to the Board 
the compensation of directors and of those officers who are members of the senior manage
ment committees, and reviews and recommends to the Board the adoption of any compensa
tion plans in which directors and officers are eligible to participate. The Committee also 
administers and interprets the Corporation's employee stock option plans and, subject to the 
provisions of the plans, selects the employees who are to participate in such plans and 
determines the terms of their participation, subject to Board approval. 

The Board of Directors as a whole acts as a Nominating Committee and, consequently, is 
responsible for nominations to the Board of Directors. The Board of Directors will consider 
highly qualified candidates proposed in writing by stockholders. Stockholders who wish to 
propose a nomination should submit the person's name and background information to t le 
Clerk of the Corporation. 

f
The Board of Directors held nine meetings during the fiscal year ended June 28, 1986, the 

|dit Committee met five times, and the Compensation and Stock Option Committee met 
ree times. All directors attended at least 75% of the total number of meetings of the Boar 

and the committees to which they belong. 
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EXECUTIVE COMPENSATION AND OTHER INFORMATION 

The table below shows all cash compensation for services in all capacities with the 
Corporation and its subsidiaries rendered during the fiscal year ended June 28, 1986, for the 
five most highly compensated executive officers of the Corporation and for all executive 
officers as a group. A 

Senior Vice President 
John J. Shields $ 405.002 

Senior Vice President 
John F. Smith $ 405,002 

Senior Vice President 
James M. Osterhoff $ 305,019 

Vice President 
All 45 executive officers as a group, including those $8,921,552 

named above(l) (2) 

(1) Other than as set forth below under "Pension Plans", "Stock Options", and the stock 
plan descriptions, with respect to the fiscal year ended June 28, 1986, the executive officers of 
the Corporation received no significant non-cash compensation from the Corporation or its 
subsidiaries. 

(2) Persons who served as executive officers for any part of the fiscal year, and their cash 
compensation for the part of the fiscal year served, are included. 

Compensation of Directors 
Each director who is not also an officer of the Corporation is entitled to an annual retainer 

of $20,000 for Board service, plus $1,000 for each Board meeting and each committee meetiiA 
attended. Directors are also reimbursed for out-of-pocket expenses incurred in attendii^ 
Board and committee meetings. Directors may defer all or any part of their retainer or meeting 
fees pursuant to a deferred compensation plan which provides for payment including interest 
when a director leaves the Board. 

Kenneth H. Olsen 
President and Director 

Winston R. Hindle, Jr. . . 

Name and Capacities 
in Which Served 

Aggregate Cash 
Compensation 

$ 755,003 

$ 405,002 
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Pension Plans 

The Corporation and its subsidiaries have pension plans covering substantially all of their 

employees. 

plan, without regard to any survivor options, .s 1 « ol gg S ^ 
participant's base salary and wages earned on and rteMune », ^ ̂  

who were plan participants on June , . multiolied by the number of years of 

participant's three highest paid consecutive years of service with the Corporation. 

Employees outside the United States are covered by different pension plans varying from 

country to country. 

Estimated annual retirement benefits at 

following individuals would be: Mr. Olsen, $ , > 
Mr. Smith, $90,000; and Mr. Osterhoff, $80,562. 

Stock Options 
A uavru/unHvp officers, and as to all executive 

The following table shows as to certain named execu ^ number of shares of the 

officers as a group including the named execute \n and between June 30; 1985 
Corporation's Common Stock for which op ions ice thereof and the average per 
and June 28, 1986; (ii) the average per share optionexe ^ ^ ̂ ̂  and ^ 

•
e market price of the Corporation s Comm 9g6 n tbg 

net value of shares acquired on and ^r^^'^SiorttMon does not gran, 
exercise of options granted during the perio or pn ^.for.one stock split effected May 9, 
stock appreciation rights. All share numbers 
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J. J. 
Shields 

K. H. W. R. 
Shares of Common Stock Olsen Hindle 

Options Granted 6/30/85 
through 6/28/86(2): 

Number of shares 50,000 12,000 
Average per share exer

cise price $38.50 $38.50 
Average per share price 

on dates of grant $55.56 $55.56 
Options Exercised 6/30/85 

through 6/28/86: 
Number of shares —0— —0— 
Net value realized upon 

exercise (3) —0— —0— $178,443 $484,790 

24,000 

$38.50 

$55.56 

5,700 

J- F. 
Smith 

24,000 

$38.50 

J. M. 
Osterhoflf 

8,000 

$38.50 

$55.56 $55.56 

8,260 —0— 

—0— 

All 
Executive 
Officers 

as a 
Group (1) 

324.$} 

$38.50 

$55.64 

107,184 

$5,316,373 

(1) Information is shown for all persons who were executive officers of the Corporation 
at any time during the fiscal year ended June 28, 1986. 

(2) Options granted prior to November 8, 1985 were granted under the Corporation's 
1976 Restricted Stock Option Plan. Options granted on or after November 8 1985 were 
granted under the Corporation's 1985 Restricted Stock Option Plan. In general options 
granted under the Corporation's restricted stock option plans are exercisable in full on the 
date of grant, but shares purchased thereunder are subject to repurchase at the option of the 
Corporation at the exercise price, unless such repurchase option has lapsed. Such repurchase 
option lapses over the life of the grant whether or not the option has been exercised. See 
Description of the 1985 Restricted Stock Option Plan", "Description of the 1976 Restricted 

Stock Option Plan" and "Description of the 1968 Restricted Stock Purchase Plan" below. 

(3) The net value realized upon exercise of options is the difference between the market 

value ot the shares received upon exercise and the exercise price thereof. 

Stock Plans a 

IJ,16 f °?°ra!i0n hfcad«Pted several stock incentive plans to attract and retain emplf-
ees. The 1985 Restricted Stock Option Plan provides a method for offering equity incentives to 
key employees of the Corporation. The 1968 Employee Stock Purchase Plan and the 1981 
International Employee Stock Purchase Plan were adopted for substantially all employees of 
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the Corporation and participating subsidiaries. The Corporation's plans are more specifically 
described below. All share numbers have been adjusted to reflect the two-for-one stock split 
effected May 9, 1986. 

Description of the 1985 Restricted Stock Option Plan 
In 1985 the Board of Directors and the stockholders adopted the 1985 Restricted Stock 

ption Plan (the "1985 Plan"). A total of 18,000,000 shares of Common Stock in the aggregate 
may be sold under the 1985 Plan. Not more than 3% of the aggregate number of shares issuable 
under the 1985 Plan may be sold to any one employee. Options may be granted to employees 
under the 1985 Plan from time to time through December 31, 1990, the termination date of the 
1985 Plan. At August 1, 1986, approximately 7,700 employees were participating in the 1985 
Plan. 

The 1985 Plan authorizes the grant of non-transferable options to purchase the Corpora
tion's Common Stock to key employees of the Corporation and its subsidiaries coupled with a 
prohibition against disposition of such shares and a requirement to offer such shares for resale 
to the Corporation at their purchase price upon termination of employment. The restrictions 
and obligation of resale lapse from time to time as to portions of the grant (whether or not the 
option has been exercised), as determined by the Board of Directors or the Compensation and 
Stock Option Committee of the Board of Directors (the Committee ) which administers and 
interprets the 1985 Plan. 

The exercise price of options granted under the 1985 Plan is specified by the Board of 
Directors, but in no event may this price be less than the lower of (i) 50% of the fair market 
value per share at the date of grant or (ii) the book value per share as of the end of the 
Corporation's fiscal year immediately preceding the grant date. The 1985 Plan contains a 
provision permitting payment by an officer of the Corporation upon exercise of an option to be 
made using the Corporation's Common Stock, as well as cash, in accordance with policies and 
eligibility criteria established by the Committee. 

Employees, including officers, of the Corporation or any of its subsidiaries, and consul
tants, are eligible to receive options under the 1985 Plan. Directors who are also employees are 

^fcgible to receive options if they are not members of the Committee. Subject to the terms of 
1985 Plan, the Committee has authority to select the employees to whom options are 

granted, to determine the number of shares subject to such options, the time or times when 
options are to be granted, the rate and time of lapse of restrictions, and other terms. Options 
may be granted to the same employee on more than one occasion. Currently, options granted 
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to U.S. employees are exercisable immediately, terminate not more than 10 years and 90 days 
from the date of grant, and are exercisable only while the holder is employed by the 
Corporation or a subsidiary or after retirement with the consent of the Corporation. 

The Board of Directors may terminate, modify or suspend the 1985 Plan, provided that no 
modification shall, without stockholder approval, increase the maximum number of shares 
which may be sold under the 1985 Plan in the aggregate or the percentage of such numbJ 
which may be sold to any one person, decrease the minimum exercise price at which option? 
may be granted, or extend the period during which options may be granted under the 1985 
Plan. 

An option granted under the 1985 plan is a non-statutory stock option and is taxed in 
accordance with Section 83 of the Internal Revenue Code (the "Code") and the regulations 
issued thereunder. Options granted under the 1985 Plan do not qualify as "incentive stock 
options" under the Code. 

As of August 1, 1986, no options had been exercised under the 1985 Plan; options for 
2,347,760 shares at an average purchase price per share of $55.35 were outstanding with 
expiration dates ranging from February 6, 1996 to September 28, 1996; and 15,652,240 shares 
remained available for additional option grants. 

Description of the 1976 Restricted Stock Option Plan 

In 1976 the Board of Directors and the stockholders adopted the 1976 Restricted Stock 
Option Plan (the "1976 Plan"). The authority to grant additional options under the 1976 Plan 
expired upon the adoption by the stockholders of the 1985 Plan in November 1985. The terms 
and conditions of the 1976 Plan are substantially the same as the 1985 Plan. 

As of August 1, 1986, options for 3,330,528 shares had been exercised under the 1976 Plan 
at an average purchase price per share of $17.58 and options for 11,196,738 shares at an average 
purchase price per share of $34.70 were subject to outstanding options with expiration dates 
ranging from February 9, 1987 to December 22, 1995. 

Description of the 1968 Restricted Stock Purchase Plan ^ 

In 1968 the Board of Directors and the stockholders adopted the 1968 Restricted Stocw 
Purchase Plan (the "1968 Plan"). The authority to grant additional options under the 1968 
Plan expired upon the adoption by the stockholders of the 1976 Restricted Stock Option Plan. 
The terms and conditions of the 1968 Plan are substantially the same as the 1976 and 1985 
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Plans except that directors were ineligible to receive options under the 1968 Plan whereas 
under the 1976 and 1985 Plans directors who are also employees are eligible to receive options. 

As of August 1 1986, options for 6,095,390 shares had been exercised under the 1968 Plan 
at an average purchase price per share of $5.50 and options for 3,810 shares at an average 
purchase price per share of $10.99 were subject to outstanding options with expiration dates 
^^ging from August 24, 1986 to January 23, 1981. 

Description of the 1968 Employee Stock Purchase Plan 
In 1968 the Board of Directors and the stockholders adopted the 1968 Employee Stock 

Purchase Plan (the "Employee Plan") for substantially all employees of the Corporation and 
its participating subsidiaries, other than directors of the Corporation At August 1, 1986 
approximately 66,400 employees were eligible to participate in the Employee Plan, and 
approximately 35,000 employees were participating. 

The Employee Plan authorizes the issuance of a maximum of 16,500 000 shares of 
Common Stock. The Employee Plan permits employees to purchase shares of the Corpora
tion's Common Stock twice yearly through accumulated payroll deductions, up to a maximum 
of 10% of regular base pay. The six-month periods June 1 to November 30 and December 
May 31 are the payment periods ("Payment Period") during which payroll deductions are 
accumulated under the Employee Plan. The price at which shares are purchased is an amount 
equal to 85% of the fair market value of the stock on the first or last business day of the 
applicable six-month Payment Period, whichever is lower. 

At August 1, 1986, 12,156,440 shares had been purchased by employees under the 
Employee Plan and 4,343,560 shares remained available. 

Description of the 1981 International Employee Stock Purchase Plan 
In 1981, the Board of Directors and the stockholders adopted the 1981 International 

Employee Stock Purchase Plan (the "International Plan"). A total of 1,400,000 share, of 
Common Stock in the aggregate may be sold under the Internationa an. 

The provisions of the International Plan are substantially the same as the 1968 Emplo>ee 
^^ck Purchase Plan described above. The International Plan was a opte in °^ er ° e* 
the benefits of the Employee Plan to employees of selected foreign subsidiaries o e 
Corporation or branches thereof, other than directors of the Corporation. Employees of 
several foreign subsidiaries presently participate in the Employee an, u un er prese 
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provisions of the United States tax laws it is impractical to extend the benefits of the U.S. tax-
qualified Employee Plan to selected branches of foreign subsidiaries. At August 1, 1986, 
approximately 9,700 employees were eligible to participate in the International Plan, and 
approximately 4,000 employees were participating. 

At August 1, 1986, 384,905 shares had been purchased under the International Plan and 
1,015,095 shares remained available. 

Description of the Employee Stock Ownership Plan 

In 1982, the Board of Directors adopted the Digital Equipment Corporation Employee 
Stock Ownership Plan (the "ESOP") and established a related trust. Substantially all United 
States employees participate in the ESOP. The Corporation intends to make contributions of 
stock or cash to the trust equivalent to xh% of the base salaries of all participating employees 
(not in excess of $100,000 in salary for any single employee) per year to the extent that 
Federal tax law allows a tax credit for the Corporation equal to the full value of the 
contribution. 

Contributions are allocated to individual accounts for participating employees in propor
tion to their included salaries and all allocations are fully vested. Employees are entitled to 
vote all shares allocated to their respective accounts. Distributions will be made at death, 
retirement, termination of employment, or as the ESOP may otherwise provide. Approxi
mately $20,000 of the Corporation's contribution to the trust with respect to the 1986 fiscal 
year will be for the benefit of executive officers. 

PROPOSAL TO AMEND THE ARTICLES OF ORGANIZATION 

The Board of Directors has voted to recommend to the stockholders an amendment to the 
Articles of Organization of the Corporation to increase the Corporation's authorized Common 
Stock, $1 par value, from 225,000,000 shares to 450,000,000 shares. 

As of August 1,1986, 128,791,295 shares of Common Stock were issued and outstanding. In 
addition, approximately 36,906,963 shares of Common Stock were reserved for issuance for the 
Corporation's various employee stock option and stock purchase plans. As of August 1, 1986' 
there were approximately 59,301,742 shares authorized and not issued or reserved for issuam^k 
Stockholders of the Corporation do not now have preemptive rights to subscribe for ^ 
purchase additional shares of the presently authorized Common Stock, and the stockholders 
will have no preemptive rights to subscribe for or purchase any of the additional shares of 
Common Stock to be authorized. 
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If the increase in the number of authorized shares is approved, approximately 284,301,742 
shares will be available for issuance by the Board of Directors from time to time for any proper 
corporate purpose that does not require prior stockholder approval. The Board of Directors 
has no present plans for the issuance of shares, and there are no present agreements or 
undertakings with respect thereto, except with respect to shares already reserved for issuance 
Pt it is considered advisable that such shares be authorized so as to be available for prompt 
issuance should the occasion arise. 

The Board of Directors recommends a vote FOR adopting the amendment to the Articles 
of Organization. 

RATIFICATION OF SELECTION OF AUDITORS 

The Board of Directors has selected the firm of Coopers & Lybrand, independent public 
accountants, to serve as auditors for the fiscal year ending June 27, 1987, subject to ratification 
by the stockholders. Coopers & Lybrand has served as the Corporation s auditors since le 
organization of the Corporation. 

The Board of Directors recommends a vote FOR ratification of this selection. 

It is expected that a member of the firm of Coopers & Lybrand will be present at the 
Annual Meeting, will have an opportunity to make a statement if so esne an MI e 
available to respond to appropriate questions. 

AMENDMENT OF BY-LAWS 

In November 1985, the Board of Directors amended Article I, Section ! of the By-,aws of 
the Corporation to provide that the annual meeting of stockholders s a e e c on t le rs 

^kursday of November of each year. 

In June 1986 the Board of Directors amended Article III ("Officers") of the By-laws of the 
Corporation to authorize the President of the Corporation to aPPoin* e™P °- e'fS ' 
positions, as he sees fit, and to distinguish between officers eleete y t e oar o irec ors, 
and these other titled employees. 
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EXPENSES AND SOLICITATION 

TLp cost of solicitation of proxies will be borne by the Corporation. In addition to 
ladders through its regular employees, the Corporation may request banks and 

'f** who h»»e shares ofC «» • 
registered in the name of a nominee. The Corporation will ten,.... h >.-> || 
for their reasonable out-of-pocket costs, at the rates suggested by the N< - TO* MOW 
Exchange Solicitation by officers and employees of the Corporation may also be made^ of some 
stockholders in person, or by mail, telephone or telegraph, following the original solicitation. 

STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEl UNO 

Proposals of stockholders intended for inclusion in the proxy statement to he m a i l e d  to all 
stockholders entitled to vote at the 1987 annual meeting of stockholders of 
must be received at the Corporation's principal executive offices not late. thai. Mas -
In order to curtail controversy as to the date on which a proposal was received by tin-
Corporation, proponents should submit their propsoals by Certified Mail Return Receipt 

Requested. 

September 19, 1986 
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September 15, 1987 

Dear Fellow Stockholder: 

You are cordially invited to attend oor Annual Meeting of Stockholders which will be held 
this year on Thursday, November 5, 1987, at 11:00 A.M. at the World Trade Center, 
Commonwealth Pier, 164 Northern Avenue, Boston, Massachusetts. 

The notice of meeting and proxy statement which follow describe the business to be 
conducted at the meeting. We will also give a presentation on the current status of our 

business. 

Whether or not you plan to attend the meeting in person, it is important that your shares 
be represented and voted. After reading the enclosed Notice of Annual Meeting and Proxy 
Statement, may I urge you to complete, sign, date and return your proxy ballot in the envelope 
provided. If the address on the accompanying material is incorrect, please advise• our Investor 
Services Department in writing at 111 Powdermill Road, Maynard, Massachusetts . . 

Your vote is important. We will appreciate a prompt return of your signed proxy ballot 
and hope to see you at the meeting. 

For the Board of Directors, 

KENNETH H. OLSEN 
TY :J ^ oid Ptiipf Executive Officer 

DIGITAL EQUIPMENT CORPORATION, 146 MAIN STREET, MAYNARD, MASSACHUSETTS 017,4 



DIGITAL EQUIPMENT CORPORATION 

NOTICE OF 1987 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment 
Corporation, a Massachusetts corporation, will be held on Thursday, Novem er . , , 
11:00 A.M., at the World Trade Center, Commonwealth Pier, 164 Northern Avenue, Bosto , 
Massachusetts, for the following purposes: 

1. To fix the number of directors at seven and to elect a Board of Directors for the 
ensuing year. 

2 To approve an amendment to the Corporation's Restated Articles of Organization to 
' eliminate the personal liability of directors for monetary damages for breach of 

fiduciary duty under certain circumstances. 

3. To approve an amendment to the Corporation's By-laws relating to indemnification of 
directors, officers and employees. 

4. To ratify the selection of the firm of Coopers & Lybrand as auditors for the fiscal year 
ending July 2, 1988. 

5. To transact such other business as may properly come before the meeting. 

Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 
close oLbusiness on September 8, 1987, the record date fixed by the Board of D,rectors for 

such purpose. ^ Order 0f the Board of Directors, 

EDWARD A. SCHWARTZ, Clerk 
September 15, 1987 

Stockholders are requested to sign the enclosed proxy card and 
enclosed stamped envelope to Digital Equipment Corporation, . . 
Massachusetts 01754, Att'n: Investor Services Department. 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of 
Directors of Digital Equipment Corporation (the "Corporation") for use at the 1987 Annual 
Meeting of Stockholders. 

An Annual Report to Stockholders, containing financial statements for the fiscal year 
ended June 27, 1987, has been sent to all stockholders entitled to vote. This proxy statement 
and form of proxy were first sent to stockholders on or about the date of the accompanying 
Notice of 1987 Annual Meeting. 

Only stockholders of record as of the close of business on September 8, 1987 will be 
entitled to vote at the meeting and any adjournments thereof. As of that date, 126,755,523 
shares of Common Stock of the Corporation (excluding treasury shares) were issued and 
outstanding. Each share outstanding as of the record date will be entitled to one vote, and 
stockholders may vote in person or by proxy. Execution of a proxy will not in any way affect a 
stockholder's right to attend the meeting and vote in person. Any stockholder giving a proxy 
has the right to revoke it at any time before it is exercised by written notice to the Clerk of the 
Corporation. In addition, stockholders attending the meeting may revoke their proxies at that 
time. 

The persons named as attorneys in the proxies are directors of the Corporation. All 
properly executed proxies returned in time to be cast at the meeting, if no contrary instruction 
is indicated, will be voted as stated below under "Election of Directors", will be voted FOR 
approval of the proposed amendment to the Corporation's Restated Articles of Organization, 
will be voted FOR approval of the proposed amendments to the Corporation s By-laws and will 
be voted FOR the ratification of the selection of the auditors. Directors are elected by a 
plurality of votes cast, the affirmative vote of a majority of the shares present or represented at 
the meeting is required for ratification of the selection of the auditors, the affirmative vote of 
two-thirds of the outstanding shares of Common Stock of the Corporation is required for 
approval of the amendment to the Restated Articles of Organization, and the affirmative vote 
of a majority of the outstanding shares of Common Stock is required for approval of the 
amendment to the By-laws. 

The Corporation knows of no other matter to be presented at the meeting. If any other 
matter should be presented at the meeting upon which a vote properly may be taken, shares 
represented by all proxies received by the Corporation will be voted with respect thereto in 
accordance with the judgment of the persons named as attorneys in the proxies. 



ELECTION OF DIRECTORS 

Nominees for Directors 

The directors of the Corporation are elected annually and hold office until the next annual 
meeting and until their successors have been elected and have qualified. Pursuant to the 
Corporation's By-laws, the stockholders fix the number of directors at the annual meeting, 
subject to the authority of the directors to increase the size of the Board. Any stockholder 
submitting a proxy has the right to withhold authority to vote for any individual nominee to 
the Board of Directors by writing the nominee's name in the space provided on the proxy. 
Shares represented by all proxies received by the Corporation and not so marked as to 
withhold authority to vote for any individual director or for all directors will be voted FOR 
fixing the number of directors for the ensuing year at seven and FOR the election of the 
nominees named below. The Corporation knows of no reason why any such nominee should 
be unable to serve, but if such should be the case, proxies will be voted for the election of 
some other person, or for fixing the number of directors at a lesser number 

The nominees for directors and further information with respect to each nominee are set 
forth below. 

KENNETH H. OLSEN 
Mr. Olsen, age 61, founded Digital Equipment Corporation in 1957 and has served 
since that time as its President and Chief Executive Officer. Mr Olsen is also a 
director of Ford Motor Company and Polaroid Corporation. He has been a director 
of Digital Equipment Corporation since 1957. 

VERNON R. ALDEN 
Mr. Alden, age 64, was formerly Chairman of the Board and Executive Committee of 
The Boston Company, Inc. managers of financial resources. Mr Alden is also a 
director of Augat, Inc., Colgate-Palmolive Company, McGraw-Hill Inc Internet 
Corporation and Sonesta International Hotels Corporation. He has been a director of 
Digital Equipment Corporation since 1959 and is a member of its Compensation and 
Stock Option Committee. K 

PHILIP CALDWELL 
Mr. Caldwell, age 67, is Senior Managing Director of T i , T 
Tr, loet; m cu i r- j nu r , shearson Lehman Brothers Inc. In 1985, Mr. Caldwell retired as Chairman of the BnarH f 
P P , C U J L  ™ d and Chief Executive Officer of Ford Motor Company where he had been an officer for- ~ ,r • , n • F y omcer tor over 15 years. Mr. Caldwell is 
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also a director of Ford Motor Company, Federated Department Stores, Inc. and 
Kellogg Company. He has been a director of Digital Equipment Corporation since 
1980 and is a member of its Audit Committee and Compensation and Stock Option 
Committee. 

ARNAUD DE VITRY _ RR , 
Mr. de Vitry, age 61, is Chairman of the Board and Chief Executive Officer of Eureka 
SICAV, France, an investment company. He is also a director of Ionics Incorporated. 
He has been a director of Digital Equipment Corporation since 1957. 

ROBERT R. EVERETT 
Mr. Everett, age 66, is an engineering consultant. He retired as President or the 
Mitre Corporation, a federal contract research center, in 1986. Mr. Everett has been a 
director of Digital Equipment Corporation since 1986 and is a member of its 
Compensation and Stock Option Committee. 

WILLIAM H. MCLEAN 
Mr. McLean, age 76, is an engineering consultant. He was formerly the Vice 
President and Dean of Stevens Institute of Technology. He is also a director of 
National Aviation and Technology Corporation and National Telecommunications 
& Technology Fund, Inc., an open-end management investment company. He has 
been a director of Digital Equipment Corporation since 1967 and is a member o its 
Audit Committee. 

DOROTHY E. ROWE 
Miss Rowe, age 70, was formerly Senior Vice President and Treasurer oi American 
Research and Development Corporation, a venture capital investment company. S e 
is a member of the Advisory Board of the Boston Five Cents Savings Bank. Miss Rowe 
has been a director of Digital Equipment Corporation since 1962 and is a mem er o 
its Audit Committee and its Compensation and Stock Option Committee. 
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Stock Ownership of Nominees 

Shown below is certain information as of August 1, 1987, with respect to beneficial 
ownership of shares of the Corporation's Common Stock by all director nominees individually 
and by all officers and directors of the Corporation as a group. Unless otherwise indicated, the 
named person possesses sole voting and investment power with respect to the shares. 

Beneficial Owner Shares Beneficially Owned 

KENNETH H. OLSEN 2,581.416(1) 
VERNON R. ALDEN 56,230(2) 
PHILIP CALDWELL 200 
ARNAUD DE VITRY 620,000(3) 
ROBERT R. EVERETT 100 
WILLIAM H. MCLEAN 2.400 
DOROTHY E. ROWE 176.354 
All 47 officers and directors as a group, including those 

named above 4.750,.507(4) 

(1) Includes 140,000 shares which Mr. Olsen has the right to acquire by exercise of stock 
options. Such 2,581,416 shares represent 2% of the Corporation's issued and outstanding 
Common Stock, assuming exercise of the stock options. Does not include 2,108.745 shares 
owned by The Stratford Foundation, a private charitable foundation of which Mr. Olsen is the 
founder and co-trustee, as to which shares Mr. Olsen disclaims beneficial ownership. 

(2) Includes 22,870 shares held by Mr. Alden's wife, as to which shares Mr. Alden 
disclaims beneficial ownership. 

(3) Includes 264,000 shares held in trust with respect to which Mr. de Vitry does not 
possess voting power. Also includes 356,000 shares held by either a financial institution or a 
nominee in a fiduciary capacity for the benefit of members of Mr. de Vitry's family-
Mr. de Vitry disclaims beneficial ownership of such 356,000 shares 

(4) Includes 1,129,388 shares which the officers as a group have the right to acquire by 
exercise of stock options granted under the Corporation's stock option plans These 4 750,507 
shares represent approximately 3.8% of the Corporation's issued and outstanding Common 
Stock, assuming exercise of the stock options. 
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The Corporation knows of no person who owns beneficially more than 5% of the Common 
Stock. Each director other than Mr. Olsen owns beneficially less than 1% of the Common 

Stock. 

Certain Relationships and Related Transactions 

As previously noted, Philip Caldwell is Senior Managing Director of Shearson Lehman 
Brothers, Inc., the Corporation's investment bankers. Mr. Caldwell's son-in-law is a middle 
management employee of the Corporation and receives the usual and customary compensation 

for the position he serves. 

In addition to his service as a director, Robert Everett also performs consulting services 
for the Company for which he receives reasonable and customary fees. 

Committees of the Board 

The Board of Directors has an Audit Committee and a Compensation and Stock Option 

Committee. 

The Audit Committee recommends to the Board of Directors the selection of the 
independent auditors to be employed by the Corporation, reviews generally the internal and 
external audit plans and the results thereof, reviews generally the Corporations internal 
accounting controls with the internal and external auditors and reviews comp iance wit i t le 
Corporation's policy on non-audit services provided by the independent auditors. 

The Compensation and Stock Option Committee reviews and recommends to the Board 
the compensation of directors and of those officers who are members of the senior manage
ment committees, and reviews and recommends to the Board the adoption o any compensa 
tion plans in which directors and officers are eligible to participate. T e Committee a so 
administers and interprets the Corporation's employee stock plans an , su ject to t ic 

provisions of the plans, selects the employees who are to participate in sue p ans an 
determines the terms of their participation, subject to Board approva . 

The Board of Directors as a whole acts as a Nominating Committee and, consequently, is 
responsible for nominations to the Board of Directors. The Board o Directors wi consi er 
highly qualified candidates proposed in writing by stockholders. Stoc 10 ers w o wis 1 o 
propose a nomination should submit the person's name and bac groun in orma ion o 
Clerk of the Corporation. 
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The Board of Directors held nine meetings during the fiscal year ended June 27, 1987, the 
Audit Committee met five times, and the Compensation and Stock Option Committee met 
three times. All directors attended at least 75% of the total number of meetings of the Board 
and the committees to which they belong. 

EXECUTIVE COMPENSATION AND OTHER INFORMATION 

The table below shows all cash compensation for services in all capacities with the 
Corporation and its subsidiaries rendered during the fiscal year ended June 27, 1987, for the 
five most highly compensated executive officers of the Corporation and for all executive 
officers as a group. 

Aggregate Cash 
Name and Capacities in Which Served Compensation 

Kenneth H. Olsen $ 905 706 
President and Director 

John J. Shields $ 5! 2,233 
Senior Vice President 

John F. Smith 5)1114 
Senior Vice President 

Winston R. Hindle, Jr 
Senior Vice President 

James M. Osterhoff 
Vice President 

All 44 executive officers as a group, including those named tin 1 K A Q .  
above (1) (2) 

(1) Other than as set forth below under "Pension Plans" "Str, a r» » •• 1,1 1 j . . .  . . ,  .  ,  . ,  n  I , , ' Mo<-h Options , and the stock 
plan descnpt.ons, with respect to the fiscal year ended June 27, 1987 the executive officers of 
the Corporation received no significant non-cash compensation from the Corooration or its 
subsidiaries. 1 

(2)  Persons who served as executive officers for anv nart n , . . 1 .. c r ,1 c 1 any pdrt ot the fiscal year, and their cash 
compensation tor the part of the fiscal year served are included 
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Compensation of Directors 
Each director who is not also an employee of the Corporation is entitled to an annual 

retainer of $20,000 for Board service, plus $1,000 for each Board meeting and each committee 
meeting attended. Directors are also reimbursed for out-of-pocket expenses incurred in 
attending Board and committee meetings. Directors may defer all or any part of their retainer 
or meeting fees pursuant to a deferred compensation plan, amended and restated in May 1987. 
Pursuant to the plan, non-employee directors of the Corporation may elect to defer receipt of 
all or a specified portion of their compensation in the form of cash with an interest rate related 
to Treasury bills or in the form of units, the value of each unit initially being equal to the fair 
market value of one share of the Common Stock of the Corporation on the date the 
compensation being deferred would otherwise be payable. The plan provides that compensa
tion deferred under the plan, whether in the form of cash or units, will be paid out in cash 
after termination of service as a director. Directors may elect that compensation so deferred 
be paid out in a lump sum or in up to ten annual installments. Payment of compensation 
deferred under the plan commences in January of the year following the year in which service 
as a director terminates, except that earlier or accelerated distributions may be made in certain 
events of unforeseeable emergency. 

Pursuant to a retirement plan for non-employee directors adopted in May 1987, each 
non-employee director of the Corporation on the date of adoption of the plan, and every other 
non-employee director who is 70 years of age or older and who has completed at least five 
years of service on the Board, is entitled upon termination of service to an annualized benefit 
for life which is equal to the annual retainer for non-employee directors in effect on the date 
of termination of service. The plan also provides for coordinated disability benefits for all 
non-employee directors equal to the annual retainer in effect on the date of total disability. 

Pension Plans 
The Corporation and its subsidiaries have pension plans covering substantially all of their 

employees. 
Benefits under the Corporation's defined benefit pension plan for its United States 

employees are based upon the employee's earnings during service with the Corporation and its 
subsidiaries and are payable after retirement in the form of annuities or lump sum benefits. 
The annual amount payable upon retirement at age 65 under the present provisions of the 
plan, without regard to any survivor options, is 1V&% of the aggregate cumulative amount of the 
participant's base salary and wages earned on and after June 30, 1985 plus, for those persons 
who were plan participants on June 29, 1985, llA% of the annual average of the participant s 
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compensation between June 29, 1980 and June 29, 1985 multiplied by the number of years of 
such participants accredited service prior to June 30, 1985. Under the present provisions of 
the plan, a participant's annual pension may not exceed the lesser of the maximum allowable 
dollar limit ($90,000 for fiscal 198 <), or 100% of the participant s average compensation for the 
participant's three highest paid consecutive years of service with the Corporation. 

Employees outside the United States are covered by different pension plans varying from 
country to country. 

Estimated annual retirement benefits at age 65 based on the foregoing formula for the 
following individuals would be: Mr. Olsen, $90,000; Mr. Shields, $90,000: Mr. Smith $90,000; 
Mr. Hindle, $90,000; and Mr. Osterhoff, $80,562. 
Stock Options 

The following table shows as to certain named executive officers and as to all executive 
officers as a group including the named executive officers: (i) the number of shares of the 
Corporation s Common Stock for which options were granted on and between June 29 1986 
and June 27, 1987; (ii) the average per share option exercise price thereof (iii) the average 
per share market price of the Corporation's Common Stock on the dates of grant thereof; and 
(iv) the net value of shares acquired on and between June 29, 1986 and June 27 1987 upon the 
exercise of options granted during the period or prior thereto. The Corporation does not grant 
stock appreciation rights. 

All 

Sha . of Cc i Slock 

Options Granted 6/29/86 
through 6/27/87 (2) 
Number of shares 
Average per share exercise 

price 
Average per share price on 

dates of grant 
Options Exercised 6/29/86 

through 6/27/87: 
Number of shares 
Net value realized upon ex

ercise (3) 

K. H. 
Olsen 

J- J-
Shields 

J. F. 
Smith 

W. R. 
Hindle 

J. M. 
Osterhoff 

Executive 
Officers as a 
Group(l) 

30,000 15,000 15,000 8,000 8,000 223,200 

$56.00 $56.00 $56.00 $56.00 $56.00 $56.00 

$96.69 $96.69 $96.69 $96.69 $96.69 $96.69 

— 720 — 1,600 71,924 

— $113,565 — $239,067 $5,858,061 
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(1) Information is shown for all persons who were executive officers of the Corporation 
at any time during the fiscal year ended June 27, 1987. 

(2) All of the options were granted under the Corporation s 1985 Restricted Stock Option 
Plan at exercise prices which were less than 100% of the fair market value of the Common 
Stock on the grant dates. In general, options granted under the Corporation s restricted stock 
option plans are exercisable in full on the date of grant, but shares purchased thereunder are 
subject to repurchase at the option of the Corporation at the exercise price, unless such 
repurchase option has lapsed. Such repurchase option lapses over the life of the grant whether 
or not the option has been exercised. See "Description of the 1985 Restricted Stock Option 
Plan" and "Description of the 1976 Restricted Stock Option Plan. 

(3) The net value realized upon exercise of options is the difference between the market 
value of the shares received upon exercise and the exercise price thereof. 

Stock Plans 

The Corporation has adopted several stock incentive plans to attract and retain employ
ees. The 1985 Restricted Stock Option Plan provides a method for offering equity incentives to 
key employees of the Corporation. The 1968 Employee Stock Purchase Plan and the 1981 
International Employee Stock Purchase Plan were adopted for substantially all employees of 
the Corporation and participating subsidiaries. The Corporation s plans are more speci ca y 
described below. 

Description of the 1985 Restricted Stock Option Plan 

In 1985 the Board of Directors and the stockholders adopted the 1985 Restricted Stock 
Option Plan (the "1985 Plan"). A total of 18,000,000 shares of Common Stock in the aggregate 
may be sold under the 1985 Plan. Not more than 3% of the aggregate number of shares issuable 
under the 1985 Plan may be sold to any one employee. Options may be granted to employees 
under the 1985 Plan from time to time through December 31, 1990, the termination date of the 
1985 Plan. At August 1, 1987, approximately 8,000 employees were participating in the 1985 
Plan. 

The 1985 Plan authorizes the grant of n o n -transferable options to purchase the Corpora-
tion's Common Stock to key employees of the Corporation and its su s* iaries coup e wit a 
prohibition against disposition of such shares and a requirement to o er sue s ares or resa e 
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to the Corporation at their purchase price upon termination of employment. The restrictions 
and obligation of resale lapse from time to time as to portions of the grant (whether or not the 
option has been exercised), as determined by the Board of Directors or the Compensation and 
Stock Option Committee of the Board of Directors (the "Committee") which administers and 
interprets the 1985 Plan. 

The exercise price of options granted under the 1985 Plan is specified by the Board of 
Directors, but in no event may this price be less than the lower of (i) .50% of the fair market 
value per share at the date of grant or (ii) the book value per share as of the end of the 
Corporation's fiscal year immediately preceding the grant date. The 1985 Plan contains a 
provision permitting payment by an officer of the Corporation upon exercise of an option to be 
made using the Corporation's Common Stock, as well as cash, in accordance with policies and 
eligibility criteria established by the Committee. 

Employees, including officers, of the Corporation or any of its subsidiaries, and consul
tants, are eligible to receive options under the 1985 Plan. Directors who are also employees 
are eligible to receive options if they are not members of the Committee. Subject to the 
terms of the 1985 Plan, the Committee has authority to select the employees to whom options 
are granted, to determine the number of shares subject to such options the time or times 
when options are to be granted, the rate and time of lapse of restrictions and other terms. 
Options may be granted to the same employee on more than one occasion. Currently, options 
granted to U.S. employees are exercisable immediately, terminate not more than 10 years and 
90 days from the date of grant, and are exercisable only while the holder is employed by the 
Corporation or a subsidiary or after retirement with the consent of the Corporation. 

The Board of Directors may terminate or amend the 1985 Plan provided that no 
amendment shall, without stockholder approval, increase ™ , f • „,p<! , . , , ' , lf.0K ' 1,lcrease the maximum number of shares 
which may be sold under the 1985 Plan in the aggregate or the percentage of such number 
which may be sold to any one person decrease the minimum exercise price at which options 
may be granted, or extend the period during which options may be granted under the 1985 
Jrian. 

An option granted under the 1985 Plan is a non-stano^..., U I  .  J  ,N  
accordance with Section 83 of the Internal Revenue Code (th "r^A °.? a'K 'S ' Yrnns 
issued thereunder. Options granted under the 1985 Plan ' a"d ,he reg"' i 
options" under the Code. d° n°' 
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As of August 1 1987, options for 44,804 shares had been exercised under the 1985 Plan at 
an average exercise price per share of $53.81; options for 2,785,669 shares at an average 
exercise price per share of $55.67 were outstanding with expiration dates ranging from 
February 6, 1996 to September 13, 1997; and 15,169,527 shares remained available for 
additional option grants. 

Description of the 1976 Restricted Stock Option Plan 

In 1976 the Board of Directors and the stockholders adopted the 1976 Restricted Stock 
Option Plan (the "1976 Plan"). The authority to grant additional options under the 1976 Plan 
expired upon the adoption by the stockholders of the 1985 Plan in November 1985. The terms 
and conditions of the 1976 Plan are substantially the same as the 1985 Plan. 

As of August 1 1987, options for 4,500,739 shares had been exercised under the 1976 Plan 
at an average exercise price per share of $19.41 and options for 9,830,417 shares at an average 
exercise price per share of $30.99 were outstanding with expiration dates ranging from 
September 18, 1987 to December 22, 1995. 

Description of the 1968 Restricted Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders adopted the 1968 Restricted Stock 
Purchase Plan (the "1968" Plan). The authority to grant additional options under the 
1968 Plan expired upon the adoption by the stockholders of the 1976 Restricted Stock Option 
Plan. The terms and conditions of the 1968 Plan are substantially the same as the 1976 and 
1985 Plans except that directors were ineligible to receive options under the 1968 Plan whereas 
under the 1976 and 1985 Plans directors who are also employees are eligible to receive options. 

As of August 1, 1987, options for 6,099,200 shares had been exercised under the 1968 Plan 
at an average exercise price per share of $5.50. There are no longer any options outstanding 
under the 1968 Plan. 

Description of the 1968 Employee Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders adopted the 1968 Employee Stock 
Purchase Plan (the "Employee Plan") for substantially all employees of the Corporation and 
its participating subsidiaries, other than directors of the Corporation. t USUS* ' ' 
approximately 72,600 employees were eligible to participate in the Employee Plan, and 
approximately 47,500 employees were participating. 
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The Employee Plan authorizes the issuance of a maximum of 16,.500.000 shares of Common 
Stock. The Employee Plan permits employees to purchase shares of the Corporation's 
Common Stock twice yearly through accumulated payroll deductions, up to a maximum of 10% 
of regular base pay. The six-month periods June 1 to November 30 and December 1 to May 31 
are the payment periods ("Payment Period") during which payroll deductions are accumu
lated under the Employee Plan. The price at which shares are purchased is an amount equal to 
85% of the fair market value of the stock on the first or last business day of the applicable 
six-month Payment Period, whichever is lower. 

At August 1 1987, 13,400,619 shares had been purchased by employees under the 
Employee Plan and 3,099,381 shares remained available. 

Description of the 1981 International Employee Stock Purchase Plan 

In 1981 the Board of Directors and the stockholders adopted the 1981 International 
Employee Stock Purchase Plan (the "International Plan"). A total of 1,400,000 shares of 
Common Stock in the aggregate may be sold under the International Plan. 

Stonk P6 Pr,°ViSip"S ° ,f the Ilnt7"ationalLP'3" are substantially the same as the 1968 Employee 

thetenefits^Z h  J"1 n " '  / InfCrnational P'a" was adopted in order to extend 
the benefits of the Employee Plan to employees of selected foreign subsidiaries of the 
Corporation or branches thereof, other than directors of the Corporation Employees of 
several foreign subsidiaries presently participate in the EmnlnvP(. P I  I  »  I  O N F  

provisions of the United States tax laws it is impractical to extend il I ™  ft" r ' L  

qualiBed Employee Plan to selected branches of foreign™bsM! 
approximately 13,300 employees were eligible to participate i, tl "7* 1 oi ,i 
approximately 6,600 employees were participating P "•». md 

At August 1, 1987, 561,423 shares had been purchased undo r i m A 
838,577 shares remained available. the International Plan and 

Description of the Employee Stock Ownership Plan 

In 1982, the Board of Directors adopted the Digital Pr., • ^ . 
Stock Ownership Plan (the "ESOP") and established a relatedTT ^°/p0ration ^ °f d 
trust were terminated and plan assets distributed in Mav 1987 ESOP and re a e 
the tax credit allowable to the Corporation equal to th^ 'ni* Tf tHe eIiminatio" ° 
contributions of stock or cash to the trust. U ue Corporation s 



Substantially all United States employees participated in the ESOP. Contributions were 
allocated to individual accounts for participating employees in proportion to their included 
salaries and all allocations were fully vested. Approximately $10,175 of the Corporation s 
contribution to the trust with respect to the 1987 fiscal year was for the benefit of executive 
officers. 

PROPOSAL TO AMEND THE CORPORATION'S RESTATED ARTICLES OF 
ORGANIZATION RELATING TO DIRECTORS' LIABILITY 

The Board of Directors has unanimously voted to recommend to the stockholders of the 
Corporation for their approval a proposal to amend Article Six of the Corporation s Restated 
Articles of Organization to eliminate the personal liability of the Corporation s directors to the 
Corporation or its stockholders for monetary damages for claims arising out of the breach of 
their fiduciary duty of care. 

The proposed amendment to Article Six is consistent with Section 13(b) of Chapter 156B 
of the Massachusetts General Laws ("Chapter 156B") enacted by the Massachusetts legislature 
in December 1986, which is designed, among other things, to encourage qualified individuals 
to serve as directors of Massachusetts corporations by permitting such corporations to include 
in their Articles of Organization a provision eliminating or limiting directors liability for 
monetary damages for breach of their duty of care. This new legislation is also believed to be 
in response to recent changes in the market for directors liability insurance, principally due to 
the significant rise in the number and magnitude of lawsuits against directors, with the 
consequence that such insurance has become increasingly more expensive and unavailable on 
traditional terms, if available at all. 

According to published sources, the inability of corporations to provide meaningful 
director and officer liability insurance has had a damaging effect on the ability of public 
corporations to recruit and retain corporate directors. Although the Corporation has not 
experienced a problem in obtaining directors and officers liability insurance or in recruiting 
and retaining directors, the Corporation's Board of Directors believes that the Corporation 
should take every possible step to ensure that the Corporation will continue to be able to 
attract the most qualified officers and directors. 

Section 13(b) of Chapter 156B is an enabling provision only. An amendment to the 
Articles of Organization approved by a vote of two-thirds of the Common Stock outstanding is 
required to effect any limitation or elimination of liability. The Board believes it prudent and 
appropriate to amend the Restated Articles of Organization to the extent permitted by the 
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legislation. The purpose of the proposed amendment and the reason it is being recommended 
to stockholders is to ensure that the Corporation will continue to be able to retain and attract 
individuals of high quality and ability to serve as its directors. 

Description of Proposal 

The proposed amendment would amend Article Six of the Corporation's Restated Articles 
of Organization by adding the following provision: 

No director shall be personally liable to the corporation or its stockholders for 
monetary damages for breach of fiduciary duty as a director notwithstanding any 
provision of law imposing such liability; provided, that, to the extent required by 
applicable law, this provision shall not eliminate or limit the liability of a director (i) for 
any breach of the director's duty of loyalty to the corporation or its stockholders, (ii) for 
acts or omissions not in good faith or which involve intentional misconduct or a knowing 
violation of law, (iii) under section sixty-one or sixty-two of Chapter 156B of the 
Massachusetts General Laws, or (iv) for any transaction from which the director derived 
an improper personal benefit. This provision shall not eliminate the liability of a director 
for any act or omission occurring prior to the date upon which this provision becomes 
effective. No amendment to or repeal of this provision shall apply to or have any adverse 
effect upon the liability or alleged liability of any director for or with respect to any acts 
or omissions of such director occurring prior to such amendment or repeal. 

Under Massachusetts law, directors stand in a fiduciary relationship to the Corporation 
and its stockholders, owing a duty of loyalty and care in the management of the Corporation's 
affairs. These require that a director perform his duties in good faith and in a manner he 
reasonably believes to be in the best interests of the Corporation, and with such care as an 
ordinarily prudent person in a like position would use under similar circumstances. In an 
action by the Corporation or its stockholders for the breach of a fidueiarv duty a director 
could be subject to monetary damages and equitable remedies. The proposed amendment 
would eliminate the right the Corporation or its stockholders might have to recover monetary 
damages against a director for a breach of the duty of care d.rt ^ j • • • i j. . , .. . ^ \ e, such as a grossly negligent business 
decision, including such a decision in connection with anv T *, m 
acquire, theCorporation. With regard to directors * 

Ltrr oni> »• "«• t 
such individuals- conduct in their capacitv as officers The T" """"""" e right to pursue n o n -monetary 
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equitable remedies for such a breach, such as injunctions and rescissions of contracts, would 
remain unaffected, although equitable remedies may not be as meaningful in certain circum
stances as the ability to recover monetary damages, and, in some circumstances, may be totally 
ineffective to remedy a breach of duty. 

Moreover, the amendment would not eliminate or omit the liability of directors (1) for 
breaches of their duty of loyalty to the Corporation or its stockholders; (2) for acts or 
omissions not in good faith or which involve intentional misconduct or knowing violation of 
law: (3) under Sections sixty-one or sixty-two (relating to unauthorized distributions by the 
Corporation and to loans to officers or directors, respectively) of Chapter 156B of the 
Massachusetts General Laws; or (4) for any transaction from which the director derived an 
improper personal benefit. Additionally, the amendment would have no effect on directors 
liabilities under Federal securities laws. Finally, under the law, this provision does not 
eliminate or limit the liability of a director for any act or omission occurring prior to the date 
upon which such provision becomes effective. There is currently no itigation pent ing or, 
the best of the Corporation's knowledge, threatened, involving the Board of Directors or any 
of its members which would be affected by the proposed amendment were it currently in 
effect. 

The Corporation is not aware pf any judicial interpretation to date of the validity, scope or 
extent of this new Massachusetts statutory provision relating to directors la I I >, accor nig y, 
the potential outcome of any litigation arising out of interpretations o t le sta u e is uncer am. 

Adoption of the proposed amendment may discourage or deter stockholders or manage 
ment from bringing a lawsuit against directors for breach of fiduciary duty of care including 
grossly negligent business decisions, even though such an action, I success u ; ™ lg 0 

have benefited the Corporation and its stockholders. In light o t e oregoing, 
may be considered to have an interest which is adverse to the Corporation inasmuch as they 
may directly benefit from the adoption of the proposed amendment to the detnmentofthe 
other stockholders. However, the directors believe they are acting m good fa.H.andI m a 
manner they reasonably believe to be in the best interests of the Corpora i i i 
amendment. 

Proposed Action 
> i rVip nffirmative vote of the holders of 

Approval of the proposed amendment woul^req" § k of the Corporation entitled to 
at least two-thirds of the outstanding shares of Commoi 
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vote at the meeting. The Board of Directors recommends a vote FOR the approval of the 
proposed amendment. 

PROPOSAL TO AMEND BY-LAWS RELATING TO INDEMNIFICATION 
OF DIRECTORS AND OFFICERS 

The Board of Directors has unanimously voted to approve and to recommend to the 
stockholders of the Corporation for their approval and adoption a proposal to amend Article V. 
Section 2 of the Corporation's By-laws (i) to clarify the scope of indemnification under the 
By-law and (n) to authorize the Board of Directors to cause the Corporation to enter into 
agreements with directors and officers of the Corporation indemnifying such persons for 
certain expenses and liabilities which they may incur as a result of their service with the 
Corporation. As so amended, Article V, Section 2 of the By-laws will read as set forth in 
Exhibit A-l to this Proxy Statement. Approval of the amendment to the By-laws requires the 
affirmative vo e of the holders of a majority of the shares of Common Stock outstanding and 
entitled to vote at the meeting. 

Article V Section 2 of the By-laws relates to indemnification of directors officers and 
employees of the Corporation^ The proposed amendment to the By-laws does not change the 

HoTto entre°nS!" T'5 I T" fl' the direct™ authorize the Corpora
tion to enter into individual indemnification agreements with directors and officers The 
proposed changes to the present indemnification By-law (whirh ic A  • . I c . o h )  in PvViiKir A n „ -1 f . i . . twinch is designated as Section 2(a) 
in Exhibit A-l) are primarily of a technical nature and are discussed further below. 

If the amendment to the By-laws is approved, the Corporation intends to enter into 
indemnification agreements, in substantially the form of the Inrl„ c r cet 
forthin Exhibit A-2 to this Proxy Statement with each of its directors and^oZers^ biTddition, 

indemnification agreements already exists under the Corno 7 JutJority *° entfter 

provisions, the Board of Directors nonetheless belielesTZTlY ^7 
by-law amendment to the stockholders for approval because tar'd !6 , lit 
intended beneficiaries of the proposed Indemnification Lee memcber^ be among the 
approve the proposed by-law amendment may later be estoppLfm' i!°S • i/^'Kity 
of the Indemnification Agreement or any other future agreements 7 ' ' enKing f ie V'1' „iiy 
similar to those contained in the Indemnification Agreement if It Prions substantially 
is not approved, the Board of Directors will consider whether • ^ amendment t0 aW, 

er> m any event, to enter into such 
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agreements notwithstanding the failure to obtain stockholder approval or to propose the same 
or similar action to the stockholders at a later date. At the present time, no decision has been 
made as to which course of action the Corporation would take. 

Description of Proposal 

The proposed amendment would add a new subparagraph (b) to Article V, Section 2 of 
the Corporation's By-laws, as set forth in Exhibit A-l to this Proxy Statement. Under the terms 
of this provision, the Board of Directors would be authorized to cause the Corporation to enter 
into agreements with a director or officer of the Corporation providing indemnification by the 
Corporation to such persons not inconsistent with the terms of Article V, Section 2. 

The form of Indemnification Agreement which the Board of Directors intends to cause 
the Corporation to enter into with each of its directors and officers provides that t e 
Corporation will pay certain expenses incurred by a director or officer in connection wit any 
threatened, pending or completed action, suit, arbitration or proceeding, whether civi 
criminal, administrative, or investigative, and specifically including action by or in the name of 
the Corporation ("derivative suits"), where the individual's involvement is by reason of the 
fact that he or she is or was a director or officer. Such amounts include attorneys' fees and 
other expenses customarily incurred in connection with legal proceedings as well as judg
ments. fines and amounts paid in settlement. Indemnification would be available for actions, 
suits, arbitrations or proceedings commenced after the effective date o t e In emni cation 
Agreement. A director or officer will not receive indemnification if the director or officer is 
found not to have acted in good faith and in a manner he or she reasonably believed to be in or 
not opposed to the best interests of the Corporation. 

The Corporation's By-laws provide, as does the Indemnification Agreement, that the 
Corpora t ion  sha l l  indemnify  d i rec tors  and  of f icers  for  cer ta in  expenses  an  ia  1  l t i es  w I C  
they may incur as a result of their service with the Corporation. However, t en emni cation 
Agreement provides a number of procedures, presumptions an remec ies use in t 
determination of the right of the director or officer to indemnification. e n emni ca ion 
Agreement would cover parties with respect to acts and omissions occurring prior to a option 
of the proposed amendment. The Corporation has not receive any notice o , nor oes 
Corporation know of, any threatened or pending claim or procee ing against any irec or or 
officer which would give rise to a claim for indemnification under the Indemnification 
Agreement. 
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The Indemnification Agreement provides that if an action against an indemnified party is 
dismissed, with or without prejudice, the defense is deemed to have been successful and 
indemnification is required to be made. The Indemnification Agreement also provides that 
litigation expenses must be advanced within twenty days of any request against an undertaking 
to repay if the payee is ultimately determined not to be entitled to indemnification. A 
determination of entitlement must be made within sixty days of an indemnification request; 
otherwise a determination in favor of the indemnified party is deemed to have been made. If 
there is a change in control of the Corporation (as defined in the Indemnification Agreement), 
the indemnified party is presumed to be entitled to indemnification (although the Corporation 
may overcome this presumption), and the indemnified party may require that independent 
counsel (as defined in the Indemnification Agreement) make the determination of entitlement 
and may choose such counsel, subject to objection by the Corporation on limited grounds 
specified in the Indemnification Agreement relating to the independence of the counsel 
specified by the indemnified party. If a determination of entitlement is made the Corporation 
is bound, but if the indemnified party is denied indemnification pursuant to the terms of the 
Indemnification Agreement he or she is entitled to seek a de novo determination from a court. 
The indemnified party is entitled to enforce the Indemnification Agreement in court and the 
Corporation ,s precluded from challenging the validity of the procedures and presumptions 
contained m the Indemnification Agreement. In the event that large damage awards are 
rendered against any director or officer who is entitled to indemnification under the Indemni
fication Agreement, and such award is not covered by directors and officers liability insurance, 
he Corporation would be obligated to expend corporate funds to satisfy its obligations under 

the Indemnification Agreement, which expenditures could affect the investment of stockhold-
^ m ^rporat.on. Similarly, if the Corporation were not to maintain directors and 
officers liability insurance, the Corporation would be obligated to expend corporate funds to 
satisfy its obligations under the Indemnification Agreement 

Although many of the terms of the Indemnification Acreemenf i- il„ onc-
tioned by Section 67 of the Massachusetts Business Cornonf i ° \ X 'i " ' ' f th 
standards for indemnification of directors and officers ofMasseh T' f, 
ti°n 67 is by its terms nonexclusive. Therefore, it is Z 
Agreement will be enforceable if a court concludes that the * 'C , ,Ca a 
consistent with the public policy underlying the limitations L! T"' « reasonable and 
result of the Corporation's By-laws and the terms of the proposed^l'L^treement, 
the Corporation may not have an effective recourse against a director or officer who is found 
liable to the Corporation ,n a derivative action brought against such person on beha l f  of the 
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Corporation Although indemnification of directors and officers under such circumstances 
may be found by a court to be unenforceable for reasons of public policy, the Corporation is 
not aware of any precedents under Massachusetts law which would require such a finding 
should a director or officer of the Corporation seek to enforce his rights to indemnification 
under the By-laws and the Indemnification Agreement. The Indemnification Agreements may 
b e  a m e n d e d  f r o m  t i m e  t o  t i m e  b y  m u t u a l  c o n s e n t ,  w i t h o u t  f u r t f l e ^  
reflect changes in Massachusetts law or for other reasons, provided that the terms of any such 
amendments are no, inconsistent with the Corporation's Articles of Organ,z„,on or By-laws. 

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be 
permitted to directors, officers or persons controlling the Corpo™',o» pursu.ffiJoJhe 
foregoing provisions, the Corporation has been advised tha m he opto on of the Seeunt.es 
and Exchange Commission such indemnification is against pubh P , 
unenforceable. In the even, tha, such a claim for indemnification we.^ard^to 
litigation under the Federal securities laws, the question of whether such indemnification 
enforceable may have to be resolved by a court of appropriate jurisdiction. 

Indemnification agreements such as the form 
Directors offer directors and officers of the Corporation s,g y g reasonably 
they will be indemnified for actions taken in goo ait an 1 foregoing both the 
believed to be in the best interests of the ^c ai XS which is 
directors and officers of the Corporation may , benefit from the adoption of the 
adverse to the Corporation inasmuch as they may- stoc]<holders The Indemnification 
proposed amendment to the detriment of the ^ Corporation in the event of a 
Agreements may not be unilateraHy revised or rep ^ Djrectors whether resulting from a 
change in composition or philosophy of the Boar 
change in control or otherwise. 

•  J  CcoHrm Rv-law Article V, Section 2 (which 
The proposed changes to the present indemni tPrhnieal nature The changes 

is designated as Section 2(a) in Exhibit A-l) are primarily of a technical nature. The change 

include the following: 
r • ,u ii,Jaw to indemnification of "amounts paid in 

(i) Inc lud ing  an express reference in y d d amounts paid in settlement as 
settlement." The Corporation has in the past oeeme 
liabilities. 

(ii) 
, •> ft, thp word "organization" with respect to 

Replacing the word corporation w ^ e n t i t y  other than the Corpora-
indemnification by the Corporation for se 
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tion. This change represents a potential expansion of the scope of indemnification, 
to the extent an individual serves at the request of the Corporation on another entity 
not organized as a corporation. 

(iii) Providing that the Corporation shall indemnify directors, officers and employees 
who serve at the Corporation's request with respect to an employee benefit plan, as 
permitted by Section 67 of Chapter 156B of the Massachusetts General Laws. 

(iv) Providing in the by-law that indemnification may include payment of expenses in 
advance of final disposition of an action as permitted by Massachusetts law and in 
accordance with the Corporation's historical practice. 

(v) Modifying the settlement section of the by-law to achieve greater flexibility for the 
Corporation and to assure that the by-law will not be inconsistent with the proposed 
indemnification agreements. 

Proposed Action 

Approval of the proposed amendment to Article V, Section 2 of the Corporation's By-laws 
requires the affirmative vote of the holders of a majority of the outstanding shares of Common 
Stock of the Corporation entitled to vote at the meeting. The Board of Directors recommends 
a vote FOR the approval of the amendment to the By-laws. 

RATIFICATION OF SELECTION OF AUDITORS 

The Board of Directors has selected the firm of Coopers & Lybrand, independent public 
accountants, to serve as auditors for the fiscal year ending July 2, 1988. subject to ratification 
by the stockholders. Coopers & Lybrand has served as the Corporation's auditors since the 
organization of the Corporation. 

The Board of Directors recommends a vote FOR ratification of this selection. 

It is expected that a member of the firm of Coopers & Lybrand will be present at the 
Annual Meeting, will have an opportunity to make a statement if so desired and will be 
available to respond to appropriate questions. 
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AMENDMENT OF BY-LAWS 

In December 1986 the Board of Directors amended the By-laws to provide that the 
annual meetingshall be held on a date fixed by the Doctors between October 15 and 
November 15 in each year; to permit irrevocable proxies as contemplated by the Massachusetts 
Lsiness Corporation Law; to allow the directors, without amendment of the corporate 
charter to vote to restore previously reacquired shares to the status of authorized bu unissued 
share^ a^S to provide that notice of stockholders' meetings shall be given by the Clerk or an 
Assistant Clerk at least seven days before the meeting or such longer period as required y 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In 
s o l i c i t i n g  s t o c k h o l d e r s  t h r o u g h  i t s  r e g u l a r  e m p l o y e e , .  t h e ™  J  
brokers to solicit customers of theirs 
registered in the name of a nominee. The . p. „ested by the New York Stock 
for their reasonable out-of-pocket costs, < ^ New York, has been retained by the 
Exchange. Georgeson & Company Inc., , estjmated not to exceed $20,000. 
Corporation to assist with the solicitation of prox may alsQ be made of some 

Solicitation by officers and employees telegraph following the original solicitation, 
stockholders in person, or by mail, telephone o g 

STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

Proposals of stoc k h o l d e r s  i n t e n ded for inclusion in the proxy sta.em.nmadedha all 

stockholders entitled to vote at the 1988 annua mee ^ btcr than May a- 1988. 
must be received at the Corporation s P"nciPa wh-ch a pr0pOsal was received by the 
In order to curtail controversy as to the d z  Certified Mail — Return Receipt 
Corporation, proponents should submit their proposals by Certified 

Requested. 

September 15, 1987 
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EXHIBIT A-l 

2. Indemnification, (a) Each director, officer and employee shall be indemnified by this 
corporation against any cost, expense (including attorneys' fees), judgment, liability and/or 
amount paid in settlement reasonably incurred by or imposed upon him in connection with 
any action suit or proceeding (including any proceeding before any administrative or 
'egislative body or agency), to which he may be made a party or otherwise involved or with 
which he shall be threatened, by reason of his being, or related to his status as, a director, 
officer, or employee of this corporation or of any other organization which he serves or has 
served as director, officer or employee at the request of this corporation, or which he serves 
or has served at the request of this corporation in any capacity with respect to any employee 
benefit plan (whether or not he continues to be a director, officer or employee of the 
corporation or such other organization, or whether or not he is continuing to serve in any 
capacity with respect to any employee benefit plan, at the time such action, suit or 
proceeding is brought or threatened), except with respect to matters as to which he shall be 
finally adjudicated in any such action, suit or proceeding not to have acted in good faith in 

Ixtent thT \ I . aCh0n WaS " Ve beSt interest  of the corporation or, to the 
extent that such matter relates to service with respect to an employee benefit plan, in the 

Aeco no"5 I P.art ,Cipaf f°r  be"cficiaries of such plan. Unless otherwise provided by 
he corporation in the event of settlement of any action, suit or proceeding brought or 

threatened, such indemnification shall be limited to matters covered by the settlement as to 
which the corporation is advised by independent counsel Cwtr t, 1 1 el 
regularly employed by the corporation) that such per""" ! I V fC h 
acted in good faith in the reasonable belief that his ac«0„ " ^ T7 * ' 
corporation, or, to the eaten, that such matter relate er"ice L ,h """" 1 c 
benefit plan, in the best interests of the p.rticipaMs „7bT„7 '""T "7 
foregoing right of indemnification shall be in addition to any rights r "^ i SUC u' n 
may otherwise be entitled and shall inure to the benefit of ,77'* ° ̂  PC 

each such person. The corporation may pay the expense ineT dl" °' 'f' „ 
defending a civil or criminal action, suit or proceeding i„ advane eh T fa PerS<"' 1 
such action, suit or proceeding, upon receipt of an undertaking disposition of 
amount if i, is determined tha, such person is no, enttS "7d ""7"°" repa>; *7 
otherwise, which undertaking may be accepted without refer emni cation hereun er 
such person to make repayment. This section 2(a) shall be T' financial ability of 
only by action of the stockholders. 6 Subj6Ct to amendment or repeal 
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(b) The directors may, without stockholder approval, authorize the corporation to 
enter into agreements, including any amendments or modifications thereto, with any of its 
directors, officers or other persons described in paragraph (a) providing for indemnifica
tion of such persons to the maximum extent permitted under applicable law and the 
corporation's Articles of Organization and By-laws. 
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EXHIBIT A-2 

This Agreement is made and entered into this day of 198 ("Agree
ment"), by and between Digital Equipment Corporation, a Massachusetts corporation (the 
"Company", which term shall include any one or more of its subsidiaries where appropriate), 
and ("Indemnitee"). Certain capitalized terms are used in this Agreement as specifically 
defined in Section 6. 

In consideration of the premises and the covenants contained herein, the Company and 
Indemnitee do hereby covenant and agree as follows: 

1. Services by Indemnitee. Indemnitee agrees to serve or continue to serve [as a 
director or officer] of the Company for so long as he is duly elected or appointed or until his 
earlier removal, death or written resignation. 

2. Indemnification and Advances. 

2.1 The Company shall advance all Expenses incurred by or on behalf of Indemnitee 
.n connection with any Proceeding within twenty days after the receipt by the Company 
of a request therefor, accompanied or preceded by reasonable evidence of such Expenses 
and by an undertaking to repay all Expenses advanced to the extent Indemnitee shall be 
adjudicated or determined pursuant to Section 3.2 or 3.3, to be not entitled to indemnifi
cation therefor (which undertaking shall be accepted without reference to Indemnitee's 
financial ability to repay). 

2.2 Except as specifically provided in Sections 3.1, 3.2 and .3.3 within 60 days after 

permitted h T d h * A" Indemnitee to the full extent permitted by law and by the Articles of Organization 1 i r , ^ „ „<• 
presently in effect, against all Expenses, judgments, nen'ilt . 'r , Company in 

settlement actually and reasonably incurred by him or on fc ),"k\r amoun s p " p 
any Proceeding or any claim, issue or matter the,™ A be>lf T ""r'"0" s 

be accompanied by reasonable evidence of theli 'T* ̂  i"de"'nllicat">" 
requested, and must indicate a choice of Independ™, r " indemnification 
determination pursuant to Section 3.3. P de"' Counsd' * »"* 

2.3 Notwithstanding any other provision of thic . i 11 
indemnified against all Expenses attributable to anv Pro rct ,nent' Indemnitee s a 
matter relating thereto) which was adjudicated or deto ^ a"y c'a'm' 'SS 'Lnt 
jurisdiction, on the merits or otherwise, in Indemnity? " " C°Urt °f ̂  ' d 

uemnitee s favor, or which was terminated 
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without any liability to Indemnitee or the Company by dismissal or withdrawal, with or 
without prejudice. 

3. Exceptions. 

3.1 No indemnification shall be provided hereunder with respect to any claim, issue 
or matter to the extent that Indemnitee has been adjudicated not to have acted in good 
faith in the reasonable belief that his action was in the best interest of the Company (or, 
in the case of service with respect to an employee benefit plan, in the best interests of the 
participants or beneficiaries of such employee benefit plan). 

3.2 If a Change in Control has not occurred, no indemnification shall be provided 
hereunder to the extent that, within 60 days of the receipt by the Company of a request 
for indemnification. Indemnitee has been determined (after investigation) by (a) the 
Board of Directors of the Company by a majority vote of a quorum of Disinterested 
Directors, or (b) if such a quorum is not obtainable, or if directed by majority vote of a 
quorum of Disinterested Directors, Independent Counsel (selected by majority vote of 
the Disinterested Directors or, if none, by majority vote of the Board of Directors) in a 
written opinion, not to have acted in good faith in the reasonable belief that his action was 
in the best interest of the Company (or, in the case of service with respect to an employee 
benefit plan, in the best interests of the participants or beneficiaries of such employee 
benefit plan). 

3.3 If a Change in Control has occurred, no indemnification shall be provided 
hereunder to the extent that, within 60 days of the receipt by the Company of a request 
for indemnification, Indemnitee has been determined (after investigation) by (a) t e 
Independent Counsel specified by Indemnitee in the request for indemnification or ( ) i 
no such specification is made, by a person, persons or entity who would be entitled to 
make such a determination pursuant to Section 3.2 if a Change in Control had not 
occurred, not to have acted in good faith in the reasonable belie t at is action was in t e 
best interest of the Company (or, in the case of service with respect to an emp oyee 
benefit plan, in the best interests of the participants or beneficiaries o sue emp oyee 
benefit plan). A person, persons or entity making a determination pursuant to this 
Section 3.3 shall have the burden of proof in overcoming that presumption. 

3.4 Indemnitee shall cooperate with any person, persons or entity making an 
investigation pursuant to Section 3.2 or 3.3 to the extent reasonably requested. Any costs 
or expenses (including attorneys' fees and disbursements) incurre y n emnitee in so 
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cooperating shall be borne by the Company (irrespective of the determination as to 
Indemnitees entitlement to indemnification), and the Company hereby indemnifies and 
agrees to hold Indemnitee harmless therefrom. 

4. Remedies of Indemnitee. 

4.1 In the event that (i) a determination is made that Indemnitee is not entitled to 
indemnification under this Agreement, (ii) a required advancement of Expenses is not 
timely made or (iii) payment of any required indemnification is not timely made within 
the 60 day period prescribed in Sections 3.2 and 3.3, Indemnitee shall be entitled to an 
adjudication in an appropriate court of the Commonwealth of Massachusetts, or in any 
other court of competent jurisdiction, of his entitlement to such indemnification or 
advancement of Expenses. Alternatively, Indemnitee, at his option, may seek an award in 
arbitration to be conducted by a single arbitrator pursuant to the rules of the American 
Arbitration Association, and judgment upon any arbitration award may be entered in any 
court having jurisdiction. Indemnitee shall commence a proceeding seeking such an 
adjudication or an award in arbitration within 180 days following the date on which 
Indemnitee first has the right to commence such proceeding. The Company shall not 
oppose Indemnitee's right to seek any such adjudication or award in arbitration. 

4.2 In the event that a determination shall have been made pursuant to this 
Agreement that Indemnitee is not entitled to indemnification, any such judicial proceed
ing or arbitration shall be conducted in all respects as a de novo trial or arbitration, on the 
merits and Indemnitee shall not be prejudiced by reason of such adverse determination. If 
a Change in Control shall have occurred, in any such judicial proceeding or arbitration 
the Company shall have the burden of proving that Indemnitee is not entitled to 
indemnification or advancement of Expenses, as the case may be. notwithstanding such 
adverse determination. 

4.3 The Company shall be precluded from asserting in any judicial proceeding or 
arbitration that the procedures and presumptions of this Agreement are not valid, binding 
and enforceable and sha stipulate in any such court or before any such arbitrator that the 
Company is bound by all the provisions of this Agreement 

4.4 In the event that Indemnitee seeks a judicial . r in 
arbitration to enforce his rights under, or to recover damages^for breach of, this 
Agreement, Indemnitee shall be entitled to recover from the Company and shall W 
indemnified by the Company against, any and all expenses (of the types described in the 
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definition of Expenses) actually and reasonably incurred by him in such judicial adjudica
tion or arbitration, if he prevails therein or if such recovery is ordered by the court or the 
arbitrator. If it shall he determined in such judicial adjudication that Indemnitee is 
entitled to receive part but not all of the indemnification or advancement of expenses 
sought, the expenses incurred by Indemnitee in connection with such judicial adjudica
tion or arbitration shall be appropriately pro rated. 

5 Insurance To the extent that the Company maintains an insurance policy or 
policies providing liability insurance for directors or officers of the Company (or fiduciaries of 
any other enterprise), Indemnitee shall be covered by such policy or policies in accordance 
with its or their terms to the maximum extent of the coverage available for any director or 
officer (or fiduciary) under such policy or policies, whether or not Indemnitee is still a 
director or officer of the Company. The Company shall not be liable under this Agreement to 
make any payment or amounts otherwise indemnifiable hereunder if and to the extent 
Indemnitee has otherwise actually received such payment under any insurance policy, 
contract, agreement or otherwise. 

6. Definitions. 
6.1 "Change in Control" means a change in control of the Company of a nature that 

would be required to be reported in response to Item (6)(e) of Schedule 14A o 
Regulation 14A (or in response to any similar sehedule or form) promulgated under the 
Securities Exchange Act of 1934 (the "Act"), whether or not the Company ,s then subject 
to such reporting requirement; provided, however, that, wit out imitation, sue a arige 
in Control shall be deemed to have occurred if (i) any "person (as such term is used in 
Sections 13(d) and 14(d) of the Act) is or becomes the beneficial owner (as defined m 
Rule 13d-3 under the Act), directly or indirectly, of securities of the Company represent
ing 20% or more of the combined voting power of the Company s then outstanding 
securities without the prior approval of at least two-thirds of the members of the Board of 
Director, in office immediately prior to such person attaining such percentage interest; 
(ii) the Company is a party to a merger, consolidation, sal. of assets or other reorganiza
tion, or a proxy contest, as a consequence of which members of the Board of Directors in 
office immediately prior to such transaction or event constitute ess than a majority of the 
Board of Directors thereafter; or (iii) during any period of two consecutive years, 
individuals who at the beginning of such period constituted the Board o irec r 
/• , , r i i- xxrlincp election or nomination tor election by (including for this purpose any new director whose ,. 
2, _ 6 , ,, „ i u„ s, vote of at least two-thirds ot the directors the Company s stockholders was approved by a vote o 
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*r in LtLt,::;:—«—f°< -
no, n Vrf;s;r̂ t„«s:r •*• •«- »• 
Indemnitee. mdefmnification is sought by 

<- conr, c«s, transcript 

telephone charges, postage, delivery service fees and aToth Pd"h"g ^ bi"ding C°StS ' 
of the type customarily incurred in connection with pr„̂  J[„ 
a witness in, preparing to prosecute or defend or annexe f dmg> appeanng aS 

Proceeding. Ppear as a witness in. or investigating a 

6.4 Independent Counsel" means a law firm nr ^ i r , 
experienced in matters of corporation law and neirk niem 5er of a law firm, that is 
years has been, retained to represent: (i) the Com" PreSe" , l>. ,s ' nor in the past  five 

material to either such party, or (ii) any other nirtv^VJndc,nnitee in anV matter 

claim for indemnification hereunder. Notwithstanding d / Proceeding g'ving rise t0 a 

dent Counsel" shall not include any person who / Ieg0,ng> thc term "Indepen-
professional conduct then prevailing, would have "" fp aPPbcable standards of 
either the Company or Indemnitee in any action tn V?" °f  interest  in representing 
this Agreement. c crniIne Indemnitee's rights under 

6.5 Proceeding" means any pending, threatened e i 
tion, alternate dispute resolution mechanism, investiW *" C°jP action- suit- arbitra-
other proceeding whether civil, criminal, administrati lon- admin 'strative hearing or any 
nitee is or may be involved as a witness or defendanth" " lnVestigative in which Indem-
having agreed to become a director or officer of th C rCaSOn being, having been or 
Company, being, having been or having agreed to be °mpa">' or, at the request of the 
of any other entity or enterprise, except such a nm 'T a dlrect°r, officer or fiduciary 
7. Genera, a proceed.ng initiated by Indemnitee. 

7.1 The rights provided by this Agreement shall 1 
to which Indemnitee may at any time be entitled und^ 6 e.XC 'usive °f any other rights 
Articles of Organization or by-laws, any other agre " app ' lca '3 'e 'aw, the Company's 
resolution of directors, or otherwise. ernent, a vote of stockholders or a 
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7.2 This Agreement shall continue until and terminate upon the later of: (a) ten 
(10) years after the date that Indemnitee shall have ceased to serve as a [director or 
officer] of the Company or fiduciary of any other corporation, partnership, joint venture, 
trust, employee benefit plan or other enterprise which Indemnitee served at the request 
of the Company; or (b) the final termination of all pending Proceedings in respect of 
which Indemnitee is granted rights hereunder and of any proceeding commenced by 
Indemnitee relating thereto. This Agreement shall be binding upon the Company and its 
successors and assigns and shall inure to the benefit of Indemnitee and his heirs, executors 
and administrators. 

7.3 In the event of any payment under this Agreement, the Company shall be 
subrogated to the extent of such payment to all of the rights of recovery of Indemnitee, 
who shall take all action necessary to secure such rights, including execution of such 
documents as are necessary to enable the Company to bring suit to enforce such rights. 

7.4 If any provision or provisions of this Agreement shall be held to be invalid, 
illegal or unenforceable for any reason whatsoever: (a) the validity, legality and enforce
ability of the remaining provisions of this Agreement shall not in any way be affected or 
impaired thereby; and (b) to the fullest extent possible, the provisions of this Agreement 
shall be construed so as to give effect to the intent manifested by the provision held 
invalid, illegal or unenforceable. 

7.5 No supplement, modification or amendment of this Agreement shall be binding 
unless executed in writing by both of the parties hereto. No waiver of any of the 
provisions of this Agreement shall be deemed or shall constitute a waiver of any other 
provision hereof (whether or not similar) nor shall such waiver constitute a continuing 
waiver. 

7.6 Indemnitee agrees promptly to notify the Company in writing upon being 
served with any summons, citation, subpoena, complaint, indictment, information or other 
document relating to any Proceeding or matter which may be subject to indemnification 
or advancement of Expenses covered hereunder; provided, however, that the failure to 
give any such notice shall not disqualify the Indemnitee from indemnification hereunder. 

7.7 All notices, requests, demands and other communications hereunder shall be in 
writing and shall have been duly given if (i) actually received, or (ii) mailed by certified 
or registered mail, postage prepaid, on the third business day after the date on which it is 
so mailed. 
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7.8 This Agreement shall be governed by, and construed and enforced in accor- j 
dance with, the laws of the Commonwealth of Massachusetts. 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the 
day and year first above written. 

Attest: DIGITAL EQUIPMENT CORPORATION 

By By 

INDEMNITEE 

Address: 

30 
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SDSDDin 
September 15, 1988 

Dear Fellow Stockholder: 

You are cordially invited to attend our Annual Meeting of Stockholders which will be held 
this year on Thursday, November 3, 1988, at 11:00 A.M., at the World Trade Center, 
Commonwealth Pier, 164 Northern Avenue, Boston, Massachusetts. 

The notice of meeting and proxy statement which follow describe the business to be 
conducted at the meeting. We will also give a presentation on the current status of our 
business. 

« 
Whether or not you plan to attend the meeting in person, it is important that your shares 

be represented and voted. After reading the enclosed Notice of Annual Meeting and Proxy 
Statement, may I urge you to complete, sign, date and return your proxy ballot in the envelope 
provided. If the address on the accompanying material is incorrect, please advise our Investor 
Services Department in writing at 111 Powdermill Road, Maynard, Massachusetts 01754. 

Your vote is important. We will appreciate a prompt return of your signed proxy ballot 
and hope to see you at the meeting. 

For the Board of Directors, 

KENNETH H. OLSEN 
President and Chief Executive Officer 

DIGITAL EQUIPMENT CORPORATION, 146 MAIN STREET, MAYNARD, MASSACHUSETTS 01754 



DIGITAL EQUIPMENT CORPORATION 

NOTICE OF 1988 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 
Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment 

Corporation, a Massachusetts corporation, will be held on Thursday, November 3, 1988, at 
11:00 A.M., at the World Trade Center, Commonwealth Pier, 164 Northern Avenue, Boston, 
Massachusetts, for the following purposes: 

1. To fix the number of directors at seven and to elect a Board of Directors for the 
ensuing year. 

2. To approve an amendment to the 1968 Employee Stock Purchase Plan to increase the 
number of shares subject thereto by 9.000,000 shares. 

3. To approve an amendment to the 1981 International Employee Stock Purchase Plan to 
increase the number of shares subject thereto by 1,000,000 shares. 

4. To ratify the selection of the firm of Coopers & Lybrand as auditors for the fiscal year 
ending July 1, 1989. 

5. To transact such other business as may properly come before the meeting. 
Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 

close of business on September 9, 1988, the record date fixed by the Board of Directors for 
such purpose. 

By Order of the Board of Directors, 

c.J/̂  
THOMAS C. SIEKMAN, Clerk 

September 15, 1988 

Stockholders are requested to sign the enclosed proxy card and return it prompt y in t e 
enclosed stamped envelope to Digital Equipment Corporation, P.O. Box 490, Maynar , 
Massachusetts 01754, Att'n: Investor Services Department. 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of 
Directors of Digital Equipment Corporation (the "Corporation") for use at the 1988 Annual 
Meeting of Stockholders. 

An Annual Report to Stockholders, containing financial statements for the fiscal year 
ended July 2, 1988, has been sent to all stockholders entitled to vote. This proxy statement and 
form of proxy were first sent to stockholders on or about the date of the accompanying Notice 
of 1988 Annual Meeting. 

Only stockholders of record as of the close of business on September 9, 1988 will be 
entitled to vote at the meeting and any adjournments thereof. As of that date, 126,586,825 
shares of Common Stock of the Corporation (excluding treasury shares) were issued and 
outstanding. Each share outstanding as of the record date will be entitled to one vote, and 
stockholders may vote in person or by proxy. Execution of a proxy will not in any way affect a 
stockholder's right to attend the meeting and vote in person. Any stockholder giving a proxy 
has the right to revoke it at any time before it is exercised by written notice to the Clerk of the 
Corporation. In addition, stockholders attending the meeting may revoke their proxies at that 
time. 

The persons named as attorneys in the proxies are directors of the Corporation. All 
properly executed proxies returned in time to be cast at the meeting, if no contrary instruction 
is indicated, will be voted as stated below under "Election of Directors," will be voted FOR 
approval of the amendment to the 1968 Employee Stock Purchase Plan, will be voted FOR 
approval of the amendment to the 1981 International Employee Stock Purchase Plan and will 
be voted FOR the ratification of the selection of the auditors. Directors are elected by a 
plurality of votes cast and the affirmative vote of a majority of the shares present or 
represented at the meeting is required for approval of the other matters. 

The Corporation knows of no other matter to be presented at the meeting. If any other 
matter should be presented at the meeting upon which a vote properly may be taken, shares 
represented by all proxies received by the Corporation will be voted with respect thereto in 
accordance with the judgment of the persons named as attorneys in the proxies. 



ELECTION OF DIRECTORS 

Nominees for Directors 
The directors of the Corporation are elected annually and hold office until the next annual 

meeting and until their successors have been elected and have qualified. Pursuant to the 
Corporation's By-laws, the stockholders fix the number of directors at the annual meeting, 
subject to the authority of the directors to increase the size of the Board. Any stockholder 
submitting a proxy has the right to withhold authority to vote for any individual nominee to 
the Board of Directors by writing the nominee's name in the space provided on the proxy. 
Shares represented by all proxies received by the Corporation and not so marked as to 
withhold authority to vote for any individual director or for all directors will be voted FOR 
fixing the number of directors for the ensuing year at seven and FOR the election of the 
nominees named below. The Corporation knows of no reason why any such nominee should 
be unable to serve, but if such should be the case, proxies will be voted for the election of 
some other person, or for fixing the number of directors at a lesser number. 

The nominees for directors and further information with respect to each nominee are set 
forth below. 

KENNETH H. OLSEN 
Mr. Olsen, age 62, founded Digital Equipment Corporation in 1957 and has served 
since that time as its President and Chief Executive Officer. Mr. Olsen is also a 
director of Ford Motor Company and Polaroid Corporation. He has been a director of 
Digital Equipment Corporation since 1957. 

VERNON R. ALDEN 
Mr. Alden, age 65, was Chairman of the Board and Executive Committee of The 
Boston Company, Inc., a financial services company, from 1969 to 1978. He was 
President of Ohio University from 1962 to 1969. Mr. Alden is also a director of Augat, 
Inc., Colgate-Palmolive Company, Intermet Corporation, McGraw-Hill, Inc. and 
Sonesta International Hotels Corporation. He is also a trustee of several cultural and 
educational organizations. He has been a director of Digital Equipment Corporation 
since 1959 and is a member of its Compensation and Stock Option Committee. 

PHILIP CALDWELL 
Mr. Caldwell, age 68, is Senior Managing Director of Shearson Lehman Hutton, Inc.. 
In 1985, Mr. Caldwell retired as Chairman of the Board and Chief Executive Officer of 
Ford Motor Company where he had been an officer for over 15 years. Mr. Caldwell is 
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also a director of Ford Motor Company and Kellogg Company. He has been a director 
of Digital Equipment Corporation since 1980 and is a member of its Audit Committee 
and Compensation and Stock Option Committee. 

ARNAUD DE VLTRY „ R_ , 
Mr. de Vitry, age 62, is Chairman of the Board and Chief Executive Officer of Eureka 
SICAV France an investment company. He is also a director of Ionics, Incorporate 
and Schlumberger Limited. He has been a director of Digital Equipment Corporation 

since 1957. 

ROBERT R. EVERETT (T. M;T„ 
Mr. Everett, age 67, is an engineering consultant. He retired as President of 
Corporation, a federal contract research center, in 1986. Mr. Everett has een a 
director of Digital Equipment Corporation since 1986 and is a member o i s 
Compensation and Stock Option Committee. 

WILLIAM H. MCLEAN . 
Mr. McLean, age 77, is an engineering consultant. He was formerly the ice re I 
and Dean of Stevens Institute of Technology. He is also a director of Nationa 
Aviation and Technology Corporation and National Telecommunications & ec no 
oey Fund, Inc., an open-end management investment company. He as een a 
director of Digital Equipment Corporation since 1967 and is a member of its Audit 
Committee. 

DOROTHY E. ROWE 
Miss Rowe, age 71, was formerly Senior Vice President and Treasurer of American 
Research and Development Corporation, a venture capital investment company She 
is a member of the Advisory Board of the Boston Five Cents Savings Bank. Miss Rowe 
has been a director of Digital Equipment Corporation since 1962 and is a member of 
its Audit Committee and its Compensation and Stock Option Committee. 
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Stock Ownership of Nominees 

Shown below is certain information as of August 1, 1988, with respect to beneficial 
ownership of shares of the Corporation's Common Stock by all director nominees individually 
and by all officers and directors of the Corporation as a group. Unless otherwise indicated, the 
named person possesses sole voting and investment power with respect to the shares. 

Beneficial Owner Share* Beneficially Ow ned 

KENNETH H. OLSEN 2,605,161 (1) 
VERNON R. ALDEN B 56!oOO(2) 
PHILIP CALDWELL 1,200(3) 
ARNAUD DE VITRY 590^000(4) 
ROBERT R. EVERETT 100 
WILLIAM H. MCLEAN 2 400 
DOROTHY E. ROWE >, 140 730 
All 47 officers and directors as a group, including 

those named above 4 737 178(5) 

(1) Includes 170,000 shares which Mr. Olsen has the right to acquire by exercise of stock 
options. Such 2,605.161 shares represent 2% of the Corporation's issued and outstanding 
Common Stock, assuming exercise of the stock options. Includes 20,424 shares held by a trust 
for the benefit of Mr. Olsen's wife. Does not include 2,420,145 shares owned by The Stratford 
Foundation, a private charitable foundation of which Mr. Olsen is the founder and co-trustee, 
as to which shares Mr. Olsen disclaims beneficial ownership. 

(2) Includes 22,870 shares held by Mr. Alden's wife, as to which shares Mr. Alden 
disclaims beneficial ownership. 

(3) Does not include 40 shares held by a limited partnership in which Mr. Caldwell has an 
indirect interest, as to which shares Mr. Caldwell disclaims beneficial ownership 

(4) Includes 234,000 shares held in trust with respect to which Mr de Vitry does not 
possess voting power. Also includes 356,000 shares held by either a financial institution or a 
nominee in a fiduciary capacity for the benefit of members of Mr. de Vitry's family. Mr. de 
Vitry disclaims beneficial ownership of such 356,000 shares. 

(5) Includes 1,197,788 shares which the officers as a group have the right to acquire by 
exercise of stock options granted under the Corporation's stock option plans. These 4.787,178 
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mm 
shares represent approximately 3.8% of the Corporation's issued and outstanding Common 
Stock, assuming exercise of the stock options. 

The Corporation knows of no person who owns beneficially more than 5% of the Common 
Stock. Each director other than Mr. Olsen owns beneficially less than 1% of the Common 
Stock. 

Certain Relationships and Related Transactions 
As previously noted, Philip Caldwell is Senior Managing Director of Shearson Lehman 

Hutton, Inc., the Corporation's investment bankers. Mr. Caldwell s son-in-law is a mic e 
management employee of the Corporation and receives the usual and customary compensation 
for the position he serves. 

In addition to his service as a director, Robert Everett also performs consulting services 
for the Company for which he receives reasonable and customary fees. During the fisca year 
ended July 2, 1988, Mr. Everett received $64,500 for such consulting services. 

Committees of the Board 
The Board of Directors has an Audit Committee and a Compensation and Stock Option 

Committee. 
The Audit Committee recommends to the Board of Directors the selection of the 

independent auditors to be employed by the Corporation, reviews generally the internal and 
external audit plans and the results thereof, reviews generally the Corporation s internal 
accounting controls with the internal and external auditors and reviews compliance with the 
Corporation's policy on non-audit services provided by the independent auditors. 

The Compensation and Stock Option Committee reviews and recommends to the Board 
the compensation of directors and of those officers who are members of the senior manage
ment committees, and reviews and recommends to the Board the adoption o any compensa
tion plans in which directors and officers are eligible to participate. The Committee a so 
administers and interprets the Corporation's employee stock plans and, subject to t e 
provisions of the plans, selects the employees who are to participate in sue p ans anc 
determines the terms of their participation, subject to Board approval. 

The Board of Directors as a whole acts as a Nominating Committee and, consequently, is 
responsible for nominations to the Board of Directors. The Board of Directors will consider 
highly qualified candidates proposed in writing by stockholders. Stockholders who wish to 
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propose a nomination should submit the person's name and background information to the 
Clerk of the Corporation. 

The Board of Directors held nine meetings during the fiscal year ended July 2, 1988. the 
Audit Committee met four times, and the Compensation and Stock Option Committee met 
four times. All directors attended at least 75% of the total number of meetings of the Board and 
the committees to which they belong. 

EXECUTIVE COMPENSATION AND OTHER INFORMATION 

The table below shows all cash compensation for services in all capacities with the 
Corporation and its subsidiaries rendered during the fiscal year ended July 2. 1988, for the five 
most highly compensated executive officers of the Corporation and for all'executive officers as 
a group. 

Name and Capacities in Which Served Aggregate Cash 
Compensation 

Kenneth H. Olsen t _„7 

President and Director 
John J. Shields . 

Senior Vice President 

John F. Smith sioAn^ 
Senior Vice President ' ' 

Winston R. Hindle, Jr t. , 4_n 9M 

Senior Vice President 470,-0 
James M. Osterhoff 

Vice President * 365,70 

All 41 executive officers as a group, including those named 
above(l)(2) .. 

_ M ' v $10,913,745 

(1) Other than as set forth below under "Pension Plans", "Stock Ontions" and the stock 
plan descriptions, with respect to the fiscal year ended July 2 1988 th • ' ffieers of the rnmnrati™ j . .„ , , Juiy Z' Iy»8, the executive officers oi 
subsidiaries n° ™">P<™ation fro,,, the Corporation or its 

(2) Persons who served as executive officers for anv nart nf the, c i j .u r>r,ch 
compensation for the part of the fiscal year served, are included 
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Compensation of Directors 
Each director who is not also an employee of the Corporation is entitled to an annual 

retainer of $20,000 for Board service, plus $1,000 for each Board meeting and each committee 
meeting attended. Directors are also reimbursed for out-of-pocket expenses incurred in 
attending Board and committee meetings. Directors may defer all or any part of their retainer 
or meeting fees pursuant to a deferred compensation plan, amended and restated in May 1987. 
Pursuant to the plan, non-employee directors of the Corporation may elect to defer receipt of 
all or a specified portion of their compensation in the form of cash with an interest rate related 
to Treasury bills or in the form of units, the value of each unit initially being equal to the fair 
market value of one share of the Common Stock of the Corporation on the date the 
compensation being deferred would otherwise be payable. 

The plan provides that compensation deferred under the plan, whether in the form of 
cash or units, will be paid out in cash after termination of service as a director. Directors may 
elect that compensation so deferred be paid out in a lump sum or in up to ten annual 
installments. Payment of compensation deferred under the plan commences in January of the 
year following the year in which service as a director terminates, except that earlier or 
accelerated distributions may be made in certain events of unforeseeable emergency. 

Pursuant to a retirement plan for non-employee directors adopted in May 1987, each non-
employee director of the Corporation on the date of adoption of the plan, and every other 
non-employee director who is 70 years of age or older and who has completed at least five 
years of service on the Board, is entitled upon termination of service to an annualized benefit 
for life which is equal to the annual retainer for non-employee directors in effect on the date 
of termination of service. The plan also provides for coordinated disability benefits for all non-
employee directors equal to the annual retainer in effect on the date of total disability. 

Pension Plans 
The Corporation and its subsidiaries have pension plans covering substantially all of their 

employees. 
Benefits under the Corporation's defined benefit pension plan for its United States 

employees are based upon the employee's earnings during service with the Corporation and 
are payable after retirement in the form of annuities or lump sum benefits. The annual amount 
payable upon retirement at age 65 under the present provisions of the plan, without regard to 
any survivor options, is Vk% of the aggregate cumulative amount of the participants base 
salary and wages earned on and after June 30, 1985 plus, for those persons who were plan 
participants on June 29, 1985, l'k% of the annual average of the participant s compensation 
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between June 29, 1980 and June 29, 1985 multiplied by the number of years of such 
participant's accredited service prior to June 30, 1985. Under the present provisions of the 
plan, a participant's annual pension may not exceed the lesser of the maximum allowable dollar 
imit ($94,023 for fiscal 1988), or 100% of the participant's average compensation for the 

participant's three highest paid consecutive years of service with the Corporation. 

Employees outside the United States are covered by different pension plans varying from 
country to country. 

Estimated annual retirement benefits at age 65 based on the foregoing formula for the 
following individuals would be: Mr. Olsen, $94,023; Mr. Shields, $94,023; Mr. Smith $94 023; 
Mr. Hindle, $94,023; and Mr. Osterhoff, $79,256. 

Stock Options 

The following table shows as to certain named executive officers, and as to all current 
executive officers as a group including the named executive officers: (i) the number of shares 
of the Corporation s Common Stock for which options were granted under one of the 
Corporation s restricted stock option plans on and between June 30, 1985 and July 2, 1988; (ii) 
the average per share option exercise price thereof and the average per share market price of 

Corporations Common Stock on the dates of grant thereof; and (iii) the net value of 
shares acq™red on ,„d between June 30, 1985 and July 2, 1988 upon the eternise of options 
granted dunng the penod or prior thereto. The Corporation doe, no, grant stock appreciation 

Shares of 
Common Stock (1) 

Options Granted 6/30/85 
through 7/2/88(3) 
Number of shares 
Average per share exer

cise price 
Average per share price 

K. H. 
Olsen 

J- J-
Shields 

J- F. 
Smith 

All 
Executive 

W. R. J, \|, Officers as a 
Hindle Osterhoff Group (2) 

Options Exercised 6/30/85 
through 7/2/88 
Number of shares 
Net value realized upon 

110,000 54,000 54,000 29,000 25,000 751,200 

$74.50 $75.17 $75.17 $78.86 $85.32 $79.01 
$101.52 $102.37 $102.37 $106.44 $114.58 $106.79 

60,000 37,580 9,100 16,200 419,644 

$9,052,060 5 >4,366,168 $671,205 $1,611,602 $45,992,332 
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(1) All share numbers and option prices have been adjusted to reflect the two-for-one 
stock split effected May 9, 1986. 

(2) Directors who are not also officers of the Corporation do not participate in the 
Corporation's stock option plans. 

(3) Options granted prior to November 8, 1985 were granted under the Corporation's 
1976 Restricted Stock Option Plan and options granted on or after November 8, 1985 were 
granted under the Corporation's 1985 Restricted Stock Option Plan. In general, options 
granted under the Corporation's restricted stock option plans are exercisable in full on the 
date of grant, but shares purchased thereunder are subject to repurchase at the option of the 
Corporation at the exercise price, unless such repurchase option has lapsed. Such repurchase 
option lapses over the life of the grant whether or not the option has been exercised. See 
"Description of the 1985 Restricted Stock Option Plan" and "Description of the 1976 
Restricted Stock Option Plan." 

(4) The net value realized upon exercise of options is the difference between the market 
value of the shares received upon exercise and the exercise price thereof. 

During the period June 30, 1985 through July 2, 1988, all employees of the Corporation as 
a group (including current officers who are not executive officers, but not including current 
executive officers) were granted options under the Corporation's restricted stock options plans 
described below for 5,879,720 shares at a weighted average option price per share of $104.83. 

On September 9, 1988, the closing price of the Corporation's Common Stock on the New 
York Stock Exchange was $94.75. 

Stock Plans 

The Corporation has adopted several stock incentive plans to attract and retain employ
ees. The 1985 Restricted Stock Option Plan provides a method for offering equity incentives to 
key employees of the Corporation. The 1968 Employee Stock Purchase Plan and the 1981 
International Employee Stock Purchase Plan were adopted for substantially all employees of 
the Corporation and participating subsidiaries. The Corporation's plans are more specifically 
described below. 
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Description of the 1985 Restricted Stock Option Plan 

n fIn w85 7 B°ard Directors and tbe stockholders adopted the 1985 Restricted Stock 
Option Plan (the 1985 Plan"). A total of 18,000,000 shares of Common Stock in the aggregate 

e 19k P'"u N°' n,°re ,ha"*mx** »»»WrOfShJ.?S: 
unde( the 19OT Pl"'" r' ' '° f mplo>'et °>«»"« '"ay be granted to employees 
1985 P ™ At A  r ,US Decen,ber 31» 1990, the termination date of the 
1985 Plan. At August 1, 1988, approximately 11.000 employees were participating in the 1985 

t i o n ' J c o r 7  ° r  " 0 " - t r a n s f e r a b l e  ° P t i o n s  t o  p u r c h a s e  t h e  C o r p o r a -
pro hb^^ 7 emPIoye,es°f the and subsidiaries coupled with a 
KZS !Ti?S n u ShareS and a reclu'rement to offer such shares for resale 
Tnd obhZon ^f re 1 !e,r T UP0" terminatio" of employment. The restrictions 
option has been exere T d? ^ *3 "t35 * P°rti°nS °f the ^nt (whether or not the option has been exercised), as determined by the  Board of Direetnrc »I n s- j 
Stock Option Committee of the Board of Directors (the"CommWee° ?TT d 
interprets the 1985 Plan. Committee ) which administers and 

The exercise price of options granted under the 1985 Plan ;<T <-« e J i ui n J f 
Directors hut in nn p it• • 11 , an 1S specified by the Board of irectors, but in no event may this price be less than the lower nf tw ~/w r .u c • v t 
value per share at the date of grant or (ii) the book value ner sh f 7 dTth 
Corporation's fiscal year immediately preceding the grant date 1 Q « ? P .  T  
provision permitting payment by an officer of the Corporation unon " r C0" '"S, 3 

made using the Corporation's Common Stock, as well as cash in no I °PJ0" A 
eligibility criteria established by the Committee. accordance with policies and 

Employees, including officers, of the Corporation or anv of ifc U  J -  •  J  l 
tants are eligible to receive options under the 1985 Plan Directors V 7'"' a"d C°"Sul" 
eligible to receive options if they are not members of the C  I TK  " employees are 
the 1985 Plan, the Committee has authority to select the emn 1 ^ f° temS 

granted, to determine the number of shares subject to such on! rl • °pt'°nS ar6 

options are to be granted, the rate and time of lapse of restrict 7 7*® °T ^ 
may be granted to the same employee on more than one occls on r ^ 7d 
to U.S. employees are exercisable immediately, terminate not mn 7^7' °Ptl0ns] f a"ted 

from the date of grant, and are"'exercisable' 0X7,17^77" 10 ""7 "7 f 
Corporation or , subsidiary or after retirement witi, ,he eonsen, o^ 
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The Board of Directors may terminate or amend the 1985 Plan, provided that no 
amendment shall, without stockholder approval, increase the maximum number of shares 
which may be sold under the 1985 Plan in the aggregate or the percentage of such number 
which may be sold to any one person, decrease the minimum exercise price at which options 
may be granted, or extend the period during which options may be granted under the 1985 
Plan. 

An option granted under the 1985 Plan is a non-statutory stock option and is taxed in 
accordance with Section 83 of the Internal Revenue Code (the "Code") and the regulations 
issued thereunder. Options granted under the 1985 Plan do not qualify as "incentive stock 
options" under the Code. 

As of August 1, 1988, options for 166,853 shares had been exercised under the 1985 Plan at 
an average exercise price per share of $54.54; options for 5,841,806 shares at an average 
exercise price per share of $109.25 were outstanding with expiration dates ranging from 
February 6, 1996 to April 18, 1998; and 11,991,341 shares remained available for additional 
option grants. 

Description of the 1976 Restricted Stock Option Plan 

In 1976 the Board of Directors and the stockholders adopted the 1976 Restricted Stock 
Option Plan (the "1976 Plan"). The authority to grant additional options under the 1976 Plan 
expired upon the adoption by the stockholders of the 1985 Plan in November 1985. The terms 
and conditions of the 1976 Plan are substantially the same as the 1985 Plan. 

As of August 1, 1988, options for 5,458,973 shares had been exercised under the 1976 Plan 
at an average exercise price per share of $20.71 and options for 8,742,632 shares at an average 
exercise price per share of $30.51 were outstanding with expiration dates ranging from 
September 7, 1988 to December 22, 1995. 

Description of the 1968 Employee Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders adopted the 1968 Employee Stock 
Purchase Plan (the "Employee Plan") for substantially all employees of the Corporation and 
its participating subsidiaries, other than directors of the Corporation. At August 1, 1988, 
approximately 90,000 employees were eligible to participate in the Employee Plan, and 
approximately 53,000 employees were participating. 
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The Employee Plan authorizes the issuance of a maximum of 16,500,000 shares of Common 
Stock. The Employee Plan permits employees to purchase shares of the Corporation's 
Common Stock twice yearly through accumulated payroll deductions, up to a maximum of 10% 
of regular base pay. The six-month periods June 1 to November 30 and December 1 to May 31 
are the payment periods ("Payment Period") during which payroll deductions are accumu
lated under the Employee Plan. The price at which shares are purchased is an amount equal to 
85% of the fair market value of the stock on the first or last business day of the applicable six-
month Payment Period, whichever is lower. 

The Board of Directors may terminate or amend the Employee Plan, provided that no 
amendment shall, without stockholder approval, increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 

During the period June 30, 1985 through July 2,1988 executive officers of the Corporation 
purchased shares under the Employee Plan as follows: Mr. Shields, 859 shares; Mr. Smith, 859 
shares; Mr. Osterhoff, 794 shares; all current executive officers as a group, 20,447 shares. During 
the period June 30, 1985 through July 2, 1988, all employees as a group (including current 
officers who are not executive officers, but not including current executive officers) purchased 
a total of 14,952,638 shares under the Employee Plan. 

At August 1, 1988, 14,973,085 shares had been purchased by employees under the 
Employee Plan and 1,526,915 shares remained available. 

Federal Income Tax Consequences 

The following tax consequences under the Code are applicable to shares purchased under 
the Employee Plan: 

1. No taxable income will be realized by the employee at the time of the purchase of the 
shares. 

2. If the employee disposes of the shares two years or more after the date of the 
beginning of the Payment Period when the employee acquired the shares, then the employee 
at that time will recognize as taxable compensation income an amount equal to the lesser of: 

(a) the excess of the fair market value of the shares on the date of such disposition 
over the option price, or 

(b) 15% of the fair market value of the shares at the beginning of the Payment 
Period. 
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In addition, the employee may realize a long-term capital gain or loss in an amount equal 
to the difference between the amount realized upon the sale of the shares and the basis of the 
shares (i.e., the purchase price plus the amount, if any, taxed as compensation income). The 
Tax Reform Act of 1986 retains the statutory structure for categorizing gains and losses from 
the sale of capital assets; accordingly, the designation as capital gain or loss has meaning in the 
Code. The preferential tax treatment of capital gains has been eliminated for taxable years 
after 1987; capital gains are taxable at the same rates as ordinary income. 

3. If the employee disposes of the shares within two years after the date of the beginning 
of the Payment Period when the employee acquired the shares, the employee at that time will 
recognize taxable compensation income equal to the fair market value of the shares on the 
date of purchase (the last business day of the applicable Payment Period) less the amount paid 
for the shares. In addition, the employee will recognize a capital gain or loss in an amount 
equal to the difference between the amount realized upon the sale of the shares and the basis 
of the shares (i.e., in this case, the purchase price plus the amount taxed as compensation 
income). 

Description of the 1981 International Employee Stock Purchase Plan 

In 1981, the Board of Directors and the stockholders adopted the 1981 International 
Employee Stock Purchase Plan (the "International Plan"). A total of 1,400,000 shares of 
Common Stock in the aggregate may be sold under the International Plan. At August 1, 1988, 
approximately 15,400 employees were eligible to participate in the International Plan, and 
approximately 7,200 employees were participating. 

The provisions of the International Plan are substantially the same as the 1968 Employee 
Stock Purchase Plan described above. The International Plan was adopted in order to extend 
the benefits of the Employee Plan to employees of selected foreign subsidiaries of the 
Corporation or branches thereof, other than directors of the Corporation. Employees of 
several foreign subsidiaries presently participate in the Employee Plan, but under present 
provisions of the United States tax laws it is impractical to extend the benefits of the U.S. tax-
qualified Employee Plan to selected branches of foreign subsidiaries. The International Plan is 
not intended to be a tax qualified plan under the Code. 

The Board of Directors may terminate or amend the International Plan, provided that no 
amendment shall, without stockholder approval, increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 
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Torn t r°,d /Une \1985 through Ju]y 2- J988 the executive officers of the 
Corporation purchased shares under the International Plan as follows: None of the executive 
officers named on page 8 purchased shares under the International Plan; all current executive 
ofrSY5 S T3 ,t0ta' °f 2'027 SharCS Under the International Plan. During the 
P June 30, 198o through July 2, 1988, all employees as a group (including current officers 

——-«> u - .  
Had bee" ""d- international Plan and 

with^Mrr-f'" theInterilational P'an will be subject to taxation in accordance 
with the laws of the countries where they are resident or employed Accordingly the tax 

taS^P^^ .{?sTPl°yTfl,?I1lVa,y d?ending °n the country- Because the 
ies who ^df 
the Code but may be entitled with certain limitations to I U S ^ 
taxes paid to foreign countries in respect of the shares. C 

PROPOSAL TO AMEND THE 1968 EMPLOYEE STOCK PURCHASE PLAN 

On August 9, 1988, the Board of Directors amended the Emnlnvee pi . 
number of shares subject thereto from 16,500.000 to 25 500 000 The lZ I , 
effective only upon apnroval hv the <toePh,iLW L, ' , amendni«nt will become effective only upon approval SZ This i^r ease JnsCT^ 1" T 

The Board of Directors recommends a vote FOR annrovino- th j u 
Employee Plan. PProving the amendment to the 

PROPOSAL TO AMEND THE 1981 INTERNATION VI 

EMPLOYEE STOCK PURCHASE PLAN 

On August 9, 1988, the Board of Directors amended the Internatir. l di l  
number of shares subject thereto from 1,400,000 to 2 400 000 The 5 {° "'uT" 
effective only upon approval by the stockholders. This' increase! ), !̂  °,7 

increase in shares is needed to enable 
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the Corporation to continue operating the International Plan for the benefit of eligible 
employees. 

The Board of Directors recommends a vote FOR approving the amendment to the 
International Plan. 

RATIFICATION OF SELECTION OF AUDITORS 

The Board of Directors has selected the firm of Coopers & Lybrand, independent certified 
public accountants, to serve as auditors for the fiscal year ending July 1, 1989, subject to 
ratification by the stockholders. Coopers & Lybrand has served as the Corporation's auditors 
since the organization of the Corporation. 

The Board of Directors recommends a vote FOR ratification of this selection. 

It is expected that a member of the firm of Coopers & Lybrand will be present at the 
Annual Meeting, will have an opportunity to make a statement if so desired and will be 
available to respond to appropriate questions. 

AMENDMENT OF BY-LAWS 

In June 1988, the Board of Directors amended the by-laws to provide that the provisions 
of Chapter 110D of the Massachusetts General Laws shall not apply to "control share 
acquisitions" of the Corporation within the meaning of said Chapter 110D. 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to 
soliciting stockholders through its regular employees, the Corporation may request banks and 
brokers to solicit customers of theirs who have shares of Common Stock of the Corporation 
registered in the name of a nominee. The Corporation will reimburse such banks and brokers 
for their reasonable out-of-pocket costs, at the rates suggested by the New York Stock 
Exchange. Solicitation by officers and employees of the Corporation may also be made of some 
stockholders in person, or by mail, telephone or telegraph, following the original solicitation. 
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STOC KHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

. iP/°uOSalS of sJ°^hoIders intended for inclusion in the proxy statement to be mailed to all 

be auhe T * I 1989 '"""f """"" °f *> 
T , iporation s principal executive offices not later than Mav 26 1989 
In order to corta.1 controversy as to the date „„ which a proposal was JecSby the 

Requested0"' Pr°P°nen,S should s"bm" thelr Pr»P»«'» hy Certified Mail - Return Receipt 

September 15, 1988 
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EDSDDSD 
September 19, 1989 

Dear Fellow Stockholder: 
You are cordially invited to attend our Annual Meeting of Stockholders which will be held 

this year on Monday, November 6, 1989, at 11:00 A.M., at the World Trade Center, Common
wealth Pier, 164 Northern Avenue, Boston, Massachusetts. 

The notice of meeting and proxy statement which follow describe the business to be 
conducted at the meeting. We will also give a presentation on the current status of our 

business. 
We are very pleased that Mr. Colby H. Chandler, Chairman of the Board and Chief 

Executive Officer of Eastman Kodak Company, is a nominee for election to our Board 
first time. 

Whether or not you plan to attend the meeting in person, it is important that your shares 
be represented and voted. After reading the enclosed Notice of Annual eeting an roxy 
Statement, may I urge you to complete, sign, date and return your proxy ballot in the envelope 
provided. If the address on the accompanying material is incorrect, please advise our 
Services Department in writing at 111 Powdermill Road, Maynard, Massachuse s 

Your vote is important. We will appreciate a prompt return of your signed proxy ballot 
and hope to see you at the meeting. 

For the Board of Directors, 

KENNETH H. OLSEN 
President and Chief Executive Officer 

DIGITAL EQUIPMENT CORPORATION, 146 MAIN STREET, MAYNARD, MASSACHUSETTS 01754 



DIGITAL EQUIPMENT CORPORATION 

NOTICE OF 1989 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment 
Corporation, a Massachusetts corporation, will be held on Monday, November 6, 1989, at 11:00 
A.M., at the World Trade Center, Commonwealth Pier, 164 Northern Avenue, Boston, 
Massachusetts, for the following purposes: 

1. To fix the number of directors at eight and to elect a Board of Directors for the 
ensuing year. 

2. To ratify the selection of the firm of Coopers & Lybrand as auditors for the fiscal year 
ending June 30, 1990. 

3. To transact such other business as may properly come before the meeting. 

Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 
close of business on September 8, 1989, the record date fixed by the Board of Directors for 
such purpose. 

September 19, 1989 

Stockholders are requested to sign the enclosed proxy card and return it promptly in the 
enclosed stamped envelope to Digital Equipment Corporation, P.O. Box 490, Maynard, 
Massachusetts 01754, Att'n: Investor Services Department. 

By Order of the Board of Directors, 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of 
Directors of Digital Equipment Corporation (the "Corporation") for use at the 1989 Annua 
Meeting of Stockholders. 

An Annual Report to Stockholders, containing financial statements for the fiscal year 
ended July 1, 1989, has been sent to all stockholders entitled to vote. This proxy statement and 
form of proxy were first sent to stockholders on or about the date of the accompanying Notice 
of 1989 Annual Meeting. 

Only stockholders of record as of the close of business on September 8, 1989 will be 
entitled to vote at the meeting and any adjournments thereof. As of that date, 122,026,848 
shares of Common Stock of the Corporation (excluding treasury shares) were issued and 
outstanding. Each share outstanding as of the record date will be entitled to one vot^ an 

stockholders may vote in person or by proxy. Execution of a proxy will not in any way a ect a 
stockholder's right to attend the meeting and vote in person. Any stockholder giving a P^oxy 
h a s  t h e  r i g h t  t o  r e v o k e  i t  a t  a n y  t i m e  b e f o r e  i t  i s  e x e r c i s e d  b y  w r i t t e n  n o t i c e  t o  t h e  C e r  o  t  e  
Corporation. In addition, stockholders attending the meeting may revoke their proxies at t at 
time. 

The persons named as attorneys in the proxies are directors of the Corporation. All 
properly executed proxies returned in time to be cast at the meeting, if no contrary instruction 
is indicated, will be voted as stated below under "Election of Directors, and wi e vote or 
the ratification of the selection of the auditors. Directors are elected by a plurality o votes cast 
and the affirmative vote of a majority of the shares present or represented at t e meeting is 
required for ratification of the selection of auditors. 

The Corporation knows of no other matter to be presented at the meeting. If any other 
matter should be presented at the meeting upon which a vote properly may be ta en, s ares 
represented by all proxies received by the Corporation will be voted with respect t ereto in 
accordance with the judgment of the persons named as attorneys in the proxies. 



ELECTION OF DIRECTORS 

Nominees for Directors 

The directors of the Corporation are elected annually and hold office until the next annual 
meeting and until their successors have been elected and have qualified. Pursuant to the 
Corporation s By-Laws, the stockholders fix the number of directors at the annual meeting, 
subject to the authority of the directors to increase the size of the Board. Any stockholder 
submitting a proxy has the right to withhold authority to vote for any individual nominee to 
the Board of Directors by writing the nominee's name in the space provided on the proxy. 
Shares represented by all proxies received by the Corporation and not so marked as to 
withhold authority to vote for any individual director or for all directors will be voted FOR 
fixing the number of directors for the ensuing year at eight and FOR the election of the 
nominees named below. The Corporation knows of no reason why any such nominee should 
be unable to serve, but if such should be the case, proxies will be voted for the election of 
some other person, or for fixing the number of directors at a lesser number. 

The nominees for directors and further information with respect to each nominee are set 
forth below. 

KENNETH H. OLSEN 
Mr. Olsen, age 63, founded Digital Equipment Corporation in 1957 and has served 
since that time as its President and Chief Executive Officer. Mr. Olsen is also a 
director of Ford Motor Company and Polaroid Corporation. He has been a director of 
Digital Equipment Corporation since 1957. 

VERNON R. ALDEN 
Mr. Alden, age 66, was Chairman of the Board and Executive Committee of The 
Boston Company, Inc., a financial services company, from 1969 to 1978. He was 
President of Ohio University from 1962 to 1969. Mr. Alden is also a director of Augat, 
Inc., Colgate-Palmolive Company, Intermet Corporation, McGraw-Hill, Inc. and 
Sonesta International Hotels Corporation. He is also a trustee of several cultural and 
educational organizations. He has been a director of Digital Equipment Corporation 
since 1959 and is a member of its Compensation and Stock Option Committee. 

PHILIP CALDWELL 
Mr. Caldwell, age 69, is Senior Managing Director of Shearson Lehman Hutton, Inc.. 
In 1985, Mr. Caldwell retired as Chairman of the Board and Chief Executive Officer of 
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Ford Motor Company where he had been an officer for over 15 years. Mr. Caldwell is 
also a director of Ford Motor Company and Kellogg Company. He has been a director 
of Digital Equipment Corporation since 1980 and is a member of its Audit Committee 
and Compensation and Stock Option Committee. 

COLBY H. CHANDLER 
Mr. Chandler, age 64, has been Chief Executive Officer, Chairman of the Board and 
Chairman of the Executive Committee of Eastman Kodak Company (Kodak) since 
July 1983. Mr. Chandler has been a director of Kodak since 1974. He assumed the 
presidency of Kodak in January 1977, with additional duties of General Manager of 
the Photographic Division in 1979 and 1980. He is a member of the Boards of 
Directors of Citicorp, Ford Motor Company and J. C. Penney Company, Inc. 

ARNAUD DE VITRY R_ . 
Mr. de Vitry, age 63, is Chairman of the Board and Chief Executive Officer ot Eureka 
SICAV, France, an investment company. He is also a director of Ionics, Incorporated 
and Schlumberger Limited. He has been a director of Digital Equipment Corporation 
since 1957. 

ROBERT R. EVERETT 
Mr. Everett, age 68, is an engineering consultant. He retired as President ol the Mitre 
Corporation, a federal contract research center, in 1986. Mr. Everett has been a 
director of Digital Equipment Corporation since 1986 and is a member of its 
Compensation and Stock Option Committee. 

WILLIAM H. MCLEAN 
Mr. McLean, age 78, is an engineering consultant. He was formerly the Vice President 
and Dean of Stevens Institute of Technology. He is also a director of National 
Aviation and Technology Corporation and National Telecommunications & Techno -
ogy Fund, Inc., an open-end management investment company. He has been a 
director of Digital Equipment Corporation since 1967 and is a member of its Audit 
Committee. 

DOROTHY E. ROWE 
Miss Rowe, age 72, was formerly Senior Vice President and Treasurer of American 
Research and Development Corporation, a venture capital investment company. She 
is a member of the Advisory Board of the Boston Five Cents Savings Bank. Miss Rowe 
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has been a director of Digital Equipment Corporation since 1962 and is a member of 
its Audit Committee and its Compensation and Stock Option Committee. 

Stock Ownership of Nominees 

Shown below is certain information as of August 1, 1989, with respect to beneficial 
ownership of shares of the Corporation's Common Stock by all director nominees individually 
and by all officers and directors of the Corporation as a group. Unless otherwise indicated, the 
named person possesses sole voting and investment power with respect to the shares. 

Beneficial Owner Shares Beneficially Owned 

KENNETH H. OLSEN 2,620,299(1) 
VERNON R. ALDEN 55,740(2) 

1,200(3) 
1,000(4) 

590,000(5) 
100 

2,400 

All 46 officers and directors as a group, including 
those named above 

PHILIP CALDWELL ... 
COLBY H. CHANDLER. 
ARNAUD DE VITRY ... 
ROBERT R. EVERETT .. 
WILLIAM H. MCLEAN 
DOROTHY E. ROWE .. 

4,858,195(6) 

(1) ^eludes 192,000 shares which Mr. Olsen has the right to acquire by exercise of stock 
options. Such 2,620,299 shares represent 2.15% of the Corporation's issued and outstanding 
Common Stock, assuming exercise of the stock options. Includes 20,624 shares held by a trust 
tor the benefit of Mr. Olsen's wife. Does not include 1,936,015 shares owned by the Stratford 
Foundation, a private charitable foundation of which Mr. Olsen is the founder and co-trustee, 
as to which shares Mr. Olsen disclaims beneficial ownership. 

(2) Includes 22,870 shares held by Mr. Alden's wife, as to which shares Mr. Alden 
disclaims beneficial ownership. 

an (3) Does not include 40 shares held by a limited partnership in which Mr. Caldwell has 
indirect interest, as to which shares Mr. Caldwell disclaims beneficial ownership. 

28 1989 Mr" CHandler acquired 1000 shares of the Corporation's Common Stock on Augus 
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(5) Includes 234,000 shares held in trust with respect to which Mr. de Vitry does not 
possess voting power. Also includes 356,000 shares held by either a financial institution or a 
nominee in a fiduciary capacity for the benefit of members of Mr. de Vitry's family. Mr. de 
Vitry disclaims beneficial ownership of such 356,000 shares. 

(6) Includes 1,302,630 shares which the officers as a group have the right to acquire by 
exercise of stock options granted under the Corporation's stock option plans. These 4,858,195 
shares represent approximately 4% of the Corporation's issued and outstanding Common 
Stock, assuming exercise of the stock options. 

The Corporation knows of no person who owns beneficially more than 5% of the Common 
Stock. Each director other than Mr. Olsen owns beneficially less than 1% of the Common 
Stock. 

Certain Relationships and Related Transactions 
As previously noted, Philip Caldwell is Senior Managing Director of Shearson Lehman 

Hutton, Inc., the Corporation's investment bankers. Mr. Caldwell's son-in-law is a middle 
management employee of the Corporation and receives the usual and customary compensation 
for the position he serves. 

In addition to his service as a director, Robert Everett also performs consulting services 
for the Company for which he receives reasonable and customary fees. During the fiscal year 
ended July 1, 1989, Mr. Everett received $130,500 for such consulting services. 

Committees of the Board 
The Board of Directors has an Audit Committee and a Compensation and Stock Option 

Committee. 

The Audit Committee recommends to the Board of Directors the selection of the 
independent auditors to be employed by the Corporation, reviews generally the internal and 
external audit plans and the results thereof, reviews generally the Corporation's internal 
accounting controls with the internal and external auditors and reviews compliance with the 
Corporation's policy on non-audit services provided by the independent auditors. 

The Compensation and Stock Option Committee reviews and recommends to the Board 
the compensation of directors and of those officers who are members of the senior manage
ment committees, and reviews and recommends to the Board the adoption of any compensa
tion plans in which directors and officers are eligible to participate. The Committee also 
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administers and interprets the Corporation's employee stock plans and, subject to the 
provisions of the plans, selects the employees who are to participate in such plans and 
etermines the terms of their participation, subject to Board approval. 

The Board of Directors as a whole acts as a Nominating Committee and, consequently is 
responsible for nominations to the Board of Directors. The Board of Directors will consider 
highly qualified candidates proposed in writing by stockholders. Stockholders who wish to 
propose a nomination should submit the person's name and background information to the 
Clerk of the Corporation. 

The Board of Directors held ten meetings during the fiscal year ended July 1, 1989, the 
three tfrnmmI^ me! timfsjand] the Compensation and Stock Option Committee met 
Ind the en \ f™",? J®"* 75% °f the t0tal number of meeting* o f  the Board and the committees to which they belong. 

EXECUTIVE COMPENSATION AND OTHER INFORMATION 

Corn^ionblendbe'°WkhrSa11 Cajh c°™pensation for services in a" capacities with the 
Corporation and its subsidiaries rendered during the fiscal year ended July 1 1989 for the five 
most highly compensated executive officers of the Corporation and foralLecutivJOfficers a! 

Name and Capacities in Which Server! Aggregate Cash 
" Compensation 

Kenneth H. Olsen 
President and Director ^ 949,592 

John J. Shields 
Senior Vice President $ 532,231 

John F. Smith 
Senior Vice President ^ 529,477 

Winston R. Hindle. Jr 
Senior Vice President 464,804 

Pier Carlo Falotti 
Vice President ^ 429,257 

All 39 executive officers as a group, including those named 
above(l)(2) 

$10,971,042 
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(1) Other than as set forth below under "Pension Plans", "Stock Options", and the stock 
plan descriptions, with respect to the fiscal year ended July 1, 1989, the executive officers of 
the Corporation received no significant non-cash compensation from the Corporation or its 
subsidiaries. 

(2) The total includes the cash compensation for persons who served as executive officers 
for part of the fiscal year. 

Compensation of Directors 

Each director who is not also an employee of the Corporation is entitled to an annual 
retainer of $20,000 for Board service, plus $1,000 for each Board meeting and each committee 
meeting attended. Directors are also reimbursed for out-of-pocket expenses incurred in 
attending Board and committee meetings. Directors may defer all or any part of their retainer 
or meeting fees pursuant to a deferred compensation plan, amended and restated in May 1987. 
Pursuant to the plan, non-employee directors of the Corporation may elect to defer receipt of 
all or a specified portion of their compensation in the form of cash with an interest rate related 
to Treasury bills or in the form of units, the value of each unit initially being equal to the fair 
market value of one share of the Common Stock of the Corporation on the date the 
compensation being deferred would otherwise be payable. 

The plan provides that compensation deferred under the plan, whether in the form of 
cash or units, will be paid out in cash after termination of service as a director. Directors may 
elect that compensation so deferred be paid out in a lump sum or in up to ten annual 
installments. Payment of compensation deferred under the plan commences in January of the 
year following the year in which service as a director terminates, except that earlier or 
accelerated distributions may be made in certain events of unforeseeable emergency. 

Pursuant to a retirement plan for non-employee directors adopted in May 1987, each non-
employee director of the Corporation on the date of adoption of the plan, and every other 
non-employee director who is 70 years of age or older and who has completed at least five 
years of service on the Board, is entitled upon termination of service to an annualized benefit 
for life which is equal to the annual retainer for non-employee directors in effect on the date 
of termination of service. The plan also provides for coordinated disability benefits for all non-
employee directors equal to the annual retainer in effect on the date of total disability. 
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Pension Plans 
The Corporation and its subsidiaries have pension plans covering substantially all of their 

employees. 

Benefits under the Corporation's defined benefit pension plan for its United States 
employees are based upon the employee's earnings during service with the Corporation and 
are payable after retirement in the form of annuities or lump sum benefits. Pursuant to an 
amendment effective July 1, 1989, the annual amount payable upon retirement at age 65, 
without regard to any survivor options, is Vk% of the aggregate cumulative amount of the 
participant's base salary and wages earned on and after July 1, 1989, plus, for those persons 
who were active plan participants on July 1, 1989 or who later become active participants 
credited with prior service, llk% of the annual average of the participant's compensation 
between July 1, 1984 and July 1, 1989 multiplied by the number of years of such participant's 
accredited service prior to July 1, 1989. Under the present provisions of the plan, a partici
pant's annual pension may not exceed the lesser of the maximum allowable dollar limit 
($98,064 for fiscal 1989), or 100% of the participant's average compensation for the partici
pant's three highest paid consecutive years of service with the Corporation. 

Employees outside the United States are covered by different pension plans varying from 
country to country. 

Estimated annual retirement benefits at age 65 based on the foregoing formula for the 
following individuals would be: Mr. Olsen, $98,064; Mr. Shields, $98,064; Mr. Smith, $98,064; 
and Mr. Hindle, $98,064. Mr. Falotti is employed outside of the United States and does not 
participate in the Corporation's defined benefit pension plan described above. Mr. Falotti 
participates in a contributory pension plan applicable to employees in Switzerland. 

Stock Options 
The following table shows as to certain named executive officers, and as to all current 

executive officers as a group including the named executive officers: (i) the number of shares 
of the Corporation's Common Stock for which options were granted under one of the 
Corporation's restricted stock option plans on and between July 3, 1988 and July 1, 1989; (») 
the average per share option exercise price thereof and the average per share market price of 
the Corporation's Common Stock on the dates of grant thereof; and (iii) the net value of 
shares acquired on and between July 3, 1988 and July 1, 1989 upon the exercise of options 
granted during the period or prior thereto. The Corporation does not grant stock appreciation 
rights. 
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All 
Executive 

„ „ . i I F W. R. P. C. Officers as a 
cJSTa&a) «£ sfiii Lm h—. qmu .cnarifL 

Options Granted 7/3/88 
through 7/1/89(3) 
Number of shares I2.™0 12.°°° >""" 6'°°° 

Average per share exercise price $73.00 $73.00 $73.00 $73.00 $73.00 $73.00 

AVgrT.Per!h"re PriCe. da'eS •°f • • «»2.63 $102-63 $102.63 $102.63 $102.63 $101.73 

Options Exercised 7/3/88 
through 7/1/89 ,9 
xr u c u -0- -0- -0- -0- -0- 42,918 Number of shares " 
Net value realized upon ^ ggg ]^7 

exercise (4) 

(1) All share numbers and option prices have been adjusted to reflect the two-for-one 
stock split effected May 9, 1986. 

(2) Directors who are not also officers of the Corporation do not participate in the 
Corporation's stock option plans. 

(3) Options granted prior to November 8, 1985 were granted under the Corporation's 
1976 Restricted Stock Option Plan and options granted on or after Novem er , were 
granted under the Corporation's 1985 Restricted Stock Option Plan. In general options 
granted under the Corporation's restricted stock option plans are exercisable in full on the 
date of grant but shares purchased thereunder are subject to repurchase at the option of the 
£££?*The exercise price, unless such repurchase option^has 
option lapses over the life of the grant whether or not the option ha 
"Descriprion of the 1985 Restricted Stock Option Plan" and "Description of the 1976 
Restricted Stock Option Plan. 

(4) The net value realized upon exercise of options is the difference between the market 
value of the shares received upon exercise and the exercise price thereo . 

On September 8, 1989, the closing price of the Corporation s Common Stock on the New 
York Stock Exchange Composite Tape was $98,125. 
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Stock Plans 

The Corporation has adopted several stock incentive plans to attract and retain employ
ees. The 1985 Restricted Stock Option Plan provides a method for offering equity incentives to 
key employees of the Corporation. The 1968 Employee Stock Purchase Plan and the 1981 
International Employee Stock Purchase Plan were adopted for substantially all employees of 
the Corporation and participating subsidiaries. The Corporation's plans are more specifically 
described below. 

Description of the 1985 Restricted Stock Option Plan 

In 1985 the Board of Directors and the stockholders adopted the 1985 Restricted Stock 
Option Plan (the 1985 Plan ). A total of 18,000,000 shares of Common Stock in the aggregate 
may be sold under the 1985 Plan. Not more than 3% of the aggregate number of shares issuable 
under the 1985 Plan may be sold to any one employee. Options may be granted to employees 
under the 1985 Plan from time to time through December 31, 1990, the termination date of the 
1985 Plan. At August 1, 1989, approximately 14,000 employees were participating in the 1985 
Plan. 

The 1985 Plan authorizes the grant of non-transferable options to purchase the Corpora
tion's Common Stock to key employees of the Corporation and its subsidiaries coupled with a 
prohibition against disposition of such shares and a requirement to offer such shares for resale 
to the Corporation at their purchase price upon termination of employment. The restrictions 
and obligation of resale lapse from time to time as to portions of the grant (whether or not the 
option has been exercised), as determined by the Board of Directors or the Compensation and 
Stock Option Committee of the Board of Directors (the "Committee") which administers and 
interprets the 1985 Plan. 

The exercise price of options granted under the 1985 Plan is specified by the Board of 
Directors, but in no event may this price be less than the lower of (i) 50% of the fair market 
value per share at the date of grant or (ii) the book value per share as of the end of the 
Corporation's fiscal year immediately preceding the grant date. The 1985 Plan contains a 
provision permitting payment by an officer of the Corporation upon exercise of an option to be 
made using the Corporation's Common Stock, as well as cash, in accordance with policies and 
eligibility criteria established by the Committee. 

Employees, including officers, of the Corporation or any of its subsidiaries, and consul
tants are eligible to receive options under the 1985 Plan. Directors who are also employees are 
eligible to receive options if they are not members of the Committee. Subject to the terms of 
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the 1985 Plan, the Committee has authority to select the employees to whom options are 
granted, to determine the number of shares subject to such options, the time or times when 
options are to be granted, the rate and time of lapse of restrictions, and other terms. Options 
may be granted to the same employee on more than one occasion. Currently, options granted 
to U.S. employees generally are exercisable immediately, terminate not more than 10 years and 
90 days from the date of grant, and are exercisable only while the holder is employed by the 
Corporation or a subsidiary or after retirement with the consent of the Corporation. 

The Board of Directors may terminate or amend the 1985 Plan, provided that no 
amendment shall, without stockholder approval, increase the maximum number of shares 
which may be sold under the 1985 Plan in the aggregate or the percentage of such number 
which may be sold to any one person, decrease the minimum exercise price at which options 
may be granted, or extend the period during which options may be granted under the 1985 
Plan. 

An option granted under the 1985 Plan is a non-statutory stock option and is taxed in 
accordance with Section 83 of the Internal Revenue Code (the "Code") and the regulations 
issued thereunder. Options granted under the 1985 Plan do not qualify as "incentive stock 
options" under the Code. 

As of August 1,1989, options for 291,715 shares had been exercised under the 1985 Plan at 
an average exercise price per share of $55.09; options for 9,024,136 shares at an average 
exercise price per share of $96.21 were outstanding with expiration dates ranging from 
February 6, 1996 to August 30, 1999; and 8,684,149 shares remained available for additional 
option grants. 

Description of the 1976 Restricted Stock Option Plan 

In 1976 the Board of Directors and the stockholders adopted the 1976 Restricted Stock 
Option Plan (the "1976 Plan"). The authority to grant additional options under the 1976 Plan 
expired upon the adoption by the stockholders of the 1985 Plan in November 1985. The terms 
and conditions of the 1976 Plan are substantially the same as the 1985 Plan. 

As of August 1, 1989, options for 6,434,957 shares had been exercised under the 1976 Plan 
at an average exercise price per share of $21.62 and options for 7,592,214 shares at an average 
exercise price per share of $30.08 were outstanding with expiration dates ranging from 
September 2, 1989 to December 22, 1995. 

11 



Description of the 1968 Employee Stock Purchase Plan 
In 1968 the Board of Directors and the stockholders adopted the 1968 Employee Stock 

Purchase Plan (the "Employee Plan") for substantially all employees of the Corporation and 
its participating subsidiaries, other than directors of the Corporation. At August 1, 1989, 
approximately 90,300 employees were eligible to participate in the Employee Plan, and 
approximately 53,000 employees were participating. 

The Employee Plan authorizes the issuance of a maximum of 25,500,000 shares of Common 
Stock. The Employee Plan permits employees to purchase shares of the Corporation's 
Common Stock twice yearly through accumulated payroll deductions, up to a maximum of 10% 
of regular base pay. The six month periods June 1 to November 30 and December 1 to May 31 
are the payment periods ( Payment Period ) during which payroll deductions are accumu
lated under the Employee Plan. The price at which shares are purchased is an amount equal to 
85% of the fair market value of the stock on the first or last business day of the applicable six-
month Payment Period, whichever is lower. 

The Board of Directors may terminate or amend the Employee Plan, provided that no 
amendment shall, without stockholder approval, increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 

During the period July 3, 1988 through July 1, 1989, executive officers of the Corporation 
purchased shares under the Employee Plan as follows: Mr. Shields, 267 shares; Mr. Smith, 267 
shares; all current executive officers as a group, 6,427 shares. 

At August 1, 1989, 17,051,288 shares had been purchased by employees under the 
Employee Plan and 8,448,712 shares remained available. 

Description of the 1981 International Employee Stock Purchase Plan 

In 1981, the Board of Directors and the stockholders adopted the 1981 International 
Employee Stock Purchase Plan (the "International Plan"). A total of 2,400,000 shares of 
Common Stock in the aggregate may be sold under the International Plan. At August 1, 1989, 
approximately 18,300 employees were eligible to participate in the International Plan, and 
approximately 7,600 employees were participating. 

The provisions of the International Plan are substantially the same as the 1968 Employee 
Stock Purchase Plan described above. The International Plan was adopted in order to extend 
the benefits of the Employee Plan to employees of selected foreign subsidiaries of the 
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Corporation or branches thereof, other than directors of the Corporation. Employees of 
several foreign subsidiaries presently participate in the Employee Plan, but under present 
provisions of the United States tax laws it is impractical to extend the benefits of the U.S. tax-
qualified Employee Plan to selected branches of foreign subsidiaries. The International Plan is 
not intended to be a tax qualified plan under the Code. 

The Board of Directors may terminate or amend the International Plan, provided that no 
amendment shall, without stockholder approval, increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 

During the period July 3, 1988 through July 1, 1989, the executive officers of the 
Corporation purchased shares under the International Plan as follows: Mr. Falotti, 257 shares; 
all current executive officers as a group, 469 shares. 

At August 1, 1989, 1,166,498 shares had been purchased under the International Plan and 
1,233,502 shares remained available. 

RATIFICATION OF SELECTION OF AUDITORS 

The Board of Directors has selected the firm of Coopers & Lybrand, independent 
accountants, to serve as auditors for the fiscal year ending June 30, 1990, subject to ratification 
by the stockholders. Coopers & Lybrand has served as the Corporation s auditors since the 
organization of the Corporation. 

The Board of Directors recommends a vote FOR ratification of this selection. 

It is expected that a member of the firm of Coopers & Lybrand will be present at the 
Annual Meeting, will have an opportunity to make a statement if so desired and will be 
available to respond to appropriate questions. 

AMENDMENT OF BY-LAWS 

In August 1989, the Board of Directors amended the Corporation s By-Laws to provide 
that special meetings of stockholders may be called upon written application of one or more 
stockholders who hold at least 40% of the capital stock entitled to vote at the meeting, as 
contemplated by recent amendments to the Massachusetts Business Corporation Law. 
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EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to 
soliciting stockholders through its regular employees, the Corporation may request banks and 
brokers to solicit customers of theirs who have shares of Common Stock of the Corporation 
registered in the name of a nominee. The Corporation will reimburse such banks and brokers 
for their reasonable out-of-pocket costs, at the rates suggested by the New York Stock 
Exchange. Solicitation by officers and employees of the Corporation may also be made ot some 
stockholders in person, or by mail, telephone or telegraph, following the original solicitation. 

STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

Proposals of stockholders intended for inclusion in the proxy statement to be mailed to all 
stockholders entitled to vote at the 1990 annual meeting of stockholders of the Corporation 
must be received at the Corporation's principal executive offices not later than May 22, 1990. 
In order to curtail controversy as to the date on which a proposal was received by the 
Corporation, proponents should submit their proposals by Certified Mail-Return Receipt 
Requested. 

September 19, 1989 

14 



EDSDDSD 
Dear Fellow Stockholder: September 14, 1990 

held this year on ThursX^oyember °f Stoclholders, which will b 
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conducted at "heX^ing* We XalsX"'™' Wl"Ch f°"OW describe the business to I 
business. »'«> give a presentation on the current stlTofour 

Whether or not you plan to attend the 
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DIGITAL EQUIPMENT CORPORATION 

NOTICE OF 1990 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment 
Corporation, a Massachusetts corporation, will be held on Thursday, November 1, 1990, at 
11:00 A.M., at the World Trade Center, Commonwealth Pier, 164 Northern Avenue, Boston, 
Massachusetts, for the following purposes: 

1. To elect three members to the Board of Directors to serve for a three-year term as 
Class I Directors. 

2. To consider and act upon a proposal to approve the 1990 Equity Plan. 

3. To consider and act upon a proposal to approve the 1990 Stock Option Plan for 
Nonemployee Directors. 

4. To ratify the selection of the firm of Coopers & Lybrand as auditors for the fiscal year 
ending June 29, 1991. 

Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 
close of business on September 7, 1990, the record date fixed by the Board of Directors for 
such purpose. 

September 14, 1990 

Stockholders are requested to sign the enclosed proxy card and return it promptly in the 
enclosed postage paid envelope to Digital Equipment Corporation, P.O. Box 490, Maynard, 
Massachusetts 01754, Att'n: Investor Services Department. 

By Order of the Board of Directors, 

MARTIN R. HOFFMANN, Clerk 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of 
Directors of Digital Equipment Corporation (the "Corporation") for use at the 1990 Annual 
Meeting of Stockholders (the "Meeting"). 

An Annual Report to Stockholders, containing financial statements for the fiscal year 
ended June 30, 1990, has been sent to all stockholders entitled to vote. This proxy statement 
and form of proxy were first sent to stockholders on or about the date of the accompanying 
Notice of 1990 Annual Meeting. 

Only stockholders of record as of the close of business on September 7, 1990 will be 
entitled to vote at the Meeting and any adjournments thereof. As of that date, 119,373,697 
shares of Common Stock of the Corporation (excluding treasury shares) were issued and 
outstanding. Each share outstanding as of the record date will be entitled to one vote, and 
stockholders may vote in person or by proxy. Execution of a proxy will not in any way affect a 
stockholder's right to attend the meeting and vote in person. Any stockholder giving a proxy 
has the right to revoke it at any time before it is exercised by written notice to the Clerk of the 
Corporation. In addition, stockholders attending the Meeting may revoke their proxies at that 
time. 

The persons named as attorneys in the proxies are directors of the Corporation. All 
properly executed proxies returned in time to be cast at the Meeting, if no contrary instruction 
is indicated, will be voted as stated below under "Election of Directors." In addition to the 
election of Class I Directors, the stockholders will consider and vote upon proposals (i) to 
approve the 1990 Equity Plan, (ii) to approve the 1990 Stock Option Plan for Nonemployee 
Directors and (iii) to ratify the selection of auditors. Where a choice has been specified on the 
proxy with respect to the foregoing matters, the shares represented by the proxy will be voted 
in accordance with the specification and will be voted FOR if no specification is indicated. 
Directors are elected by a plurality of votes cast, and the affirmative vote of a majority of the 
shares present or represented at the meeting is required for approval of the other matters. 

The Corporation knows of no other matter to be presented at the Meeting. If any other 
matter should be presented at the Meeting upon which a vote properly may be taken, shares 



represented by all proxies received by the Corporation will be voted with respect thereto in 
accordance with the judgment of the persons named as attorneys in the proxies. 

PRINCIPAL HOLDERS OF VOTING SECURITIES 

The following table sets forth as of July 31, 1990. the name of the person who, to the 
knowledge of management, beneficially owned 5% or more of the shares of Common Stock of 
the Corporation outstanding at said date, the number of shares owned by such person and the 
percentage of the outstanding shares represented thereby. 

Name and Address of Amount and Nature Percent 
Beneficial Owner of Ownership of Class 

Sanford C. Bernstein & Co., Inc 6.105,982(1) 5% 
767 Fifth Avenue 
New York, New York 10153 

(1) Sanford C. Bernstein possesses sole voting power as to 3,242,436 of the shares, shared 
voting power as to none of such shares and sole dispositive power as to all of such shares. 

ELECTION OF DIRECTORS 

Prior to the enactment of legislation by the Massachusetts legislature on April 18, 1990, 
the directors of the Corporation had been elected annually to hold office until the next annual 
meeting of stockholders and until their successors had been elected and qualified. Pursuant to 
the legislation, every publicly-held corporation organized under Massachusetts law is required 
to have a classified (staggered) board of directors. A corporation may elect to be exempt from 
the classified board requirement by a vote of the directors, or by a vote of the holders of two-
thirds of the outstanding voting stock of the corporation at a meeting held after January 1, 
1992. On June 11, 1990, the Board of Directors of the Corporation unanimously voted to divide 
the Board into three classes, one of which consists of three directors and two of which consist 
of two directors each, so that one class ("Class I Directors") will be elected at the Meeting for 
a three-year term, one class ("Class II Directors") will be elected at the 1991 Annual Meeting 
of Stockholders for a three-year term, and one class ("Class III Directors") will be elected at 
the 1992 Annual Meeting of Stockholders for a three-year term, and in each case to hold office 
until their successors have been duly elected and qualified. The initial terms of office of the 
Class I, Class II and Class III Directors will extend until the 1990. 1991 and 1992 Annual 
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Meetings of Stockholders, respectively. See "Information Regarding Classification of the Board 
of Directors." 

The nominees for Class I Directors, Messrs. Olsen, Caldwell and McLean, are presently 
serving as directors of the Corporation and were elected at the Annual Meeting of Stockhold
ers held November 6, 1989. Shares represented by all proxies received by the Board of 
Directors and not so marked as to withhold authority to vote for any individual nominee will 
be voted (unless one or more nominees are unable or unwilling to serve) for the election of all 
nominees for Class I Directors. The Board of Directors knows of no reason why any such 
nominee should be unable or unwilling to serve,'but if such should be the case, proxies will be 
voted for the election of some other person or the Board of Directors will fix the number of 
directors at a lesser number. 

Set forth below is information with respect to each nominee for a Class I Director to be 
elected at the Meeting and for each Class II Director and Class III Director. All of the directors 
were previously elected by the stockholders. 

Nominees to Serve as Directors for a Three-Year Term Expiring at the 1993 Annual 
Meeting (Class I Directors) 

KENNETH H. OLSEN 
Mr. Olsen, age 64, founded Digital Equipment Corporation in 1957 and has served 
since that time as its President and Chief Executive Officer. Mr. Olsen is also a 
director of Ford Motor Company and Polaroid Corporation. He has been a director of 
Digital Equipment Corporation since 1957. 

PHILIP CALDWELL 
Mr. Caldwell, age 70, is a director and Senior Managing Director of Shearson Lehman 
Brothers Inc. and a director of Shearson Lehman Brothers Holdings Inc. In 1985, Mr. 
Caldwell retired as Chairman of the Board and Chief Executive Officer of Ford Motor 
Company, where he had been an officer for over 15 years. Mr. Caldwell is also a 
director of Kellogg Company. He has been a director of Digital Equipment Corpora
tion since 1980 and is Chairman of its Audit Committee and a member of its 
Compensation and Stock Option Committee. 

WILLIAM H. MCLEAN 
Mr. McLean, age 79, is an engineering consultant. He was formerly the Vice President 
and Dean of Stevens Institute of Technology. He is also a director of National 
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Aviation and Technology Corporation and National Telecommunications & Technol
ogy Fund, Inc., an open-end management investment company. He has been a 
director of Digital Equipment Corporation since 1967 and is a member of its Audit 
Committee. 

Directors Serving a Term Expiring at the 1991 Annual Meeting (Class II Directors) 

VERNON R. ALDEN 
Mr. Alden, age 67, was Chairman of the Board and Executive Committee of The 
Boston Company, Inc., a financial services company, from 1969 to 1978. He was 
President of Ohio University from 1962 to 1969. Mr. Alden is also a director of Augat, 
Inc., Colgate-Palmolive Company, Intermet Corporation. McGraw-Hill. Inc. and 
Sonesta International Hotels Corporation. He is also a trustee of several cultural and 
educational organizations. He has been a director of Digital Equipment Corporation 
since 1959 and is a member of its Compensation and Stock Option Committee. 

ROBERT R. EVERETT 
Mr. Everett, age 69, is an engineering consultant. He retired as President of the Mitre 
Corporation, a federal contract research center, in 1986. Mr. Everett has been a 
director of Digital Equipment Corporation since 1986 and is Chairman of its Compen
sation and Stock Option Committee. 

Directors Serving a Term Expiring at the 1992 Annual Meeting (Class III Directors) 
COLBY H. CHANDLER 

Mr. Chandler, age 65, retired as Chairman of the Board and Chief Executive Officer of 
Eastman Kodak Company ("Kodak") in May 1990. Prior to that time he had been 
Chief Executive Officer, Chairman of the Board and Chairman of the Executive 
Committee of Kodak since July 1983. He assumed the presidency of Kodak in January 
1977. Mr. Chandler has been a director of Kodak since 1974. He is also a director of 
Citicorp, Ford Motor Company and J. C. Penney Company, Inc. Mr. Chandler has 
been a director of Digital Equipment Corporation since 1989 and is a member of its 
Audit Committee. 

ARNAUD DE VITRY 
Mr. de Vitry, age 64, is an engineering consultant. Prior to August 1990. Mr. de Vitry 
was Chairman of the Board and Chief Executive Officer of Eureka SICAV France, an 
investment company, since 1980. He is also a director of Ionics, Incorporated and 
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Schlumberger Limited. Mr. de Vitry has been a director of Digital Equipment 
Corporation since 1957. 

Stock Ownership of Directors 

Shown below is certain information as of August 1, 1990, with respect to beneficial 
ownership of shares of the Corporation's Common Stock by all directors (including the three 
nominees for Class I Directors) individually, and by all officers and directors of the Corpora
tion as a group. Unless otherwise indicated, the named person possesses sole voting and 
investment power with respect to the shares. 

Beneficial Owner Shares Beneficially Owned 

KENNETH H. OLSEN 2,632,998(1) 
VERNON R. ALDEN 54,140(2) 
PHILIP CALDWELL 1,200(3) 
COLBY H. CHANDLER 2,000 
ARNAUD DE VITRY 590,000(4) 
ROBERT R. EVERETT 300 
WILLIAM H. MCLEAN 2,400 
All 43 officers and directors as a group, including 

those named above 4,643,331(5) 

(1) Includes 209,600 shares which Mr. Olsen has the right to acquire by exercise of stock 
options. Such shares represent 2.1% of the Corporation's issued and outstanding Common 
Stock, assuming exercise of the stock options. Includes 20,844 shares held by a trust for the 
benefit of Mr. Olsen's wife. Does not include 1,760,485 shares owned by the Stratford 
Foundation, a private charitable foundation of which Mr. Olsen is the founder and co-trustee, 
as to which shares Mr. Olsen disclaims beneficial ownership. 

(2) Includes 22,770 shares held by Mr. Alden's wife, as to which shares Mr. Alden 
disclaims beneficial ownership. 

(3) Does not include 40 shares held by a limited partnership in which Mr. Caldwell has an 
indirect interest, as to which shares Mr. Caldwell disclaims beneficial ownership. 

(4) Includes 225,000 shares held in trust with respect to which Mr. de Vitry does not 
possess voting power. Also includes 365,000 shares held by either a financial institution 
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or a nominee in a fiduciary capacity for the benefit of members of Mr. de Vitry's family. 
Mr. de Vitry disclaims beneficial ownership of such 365.000 shares. 

(5) Includes 1,2/1,480 shares which the officers as a group have the right to acquire by 
exercise of stock options granted under the Corporation's stock option plans. These 4,643,331 
shares represent approximately 3.8% of the Corporation's issued and outstanding Common 
Stock, assuming exercise of the stock options. 

Each director other than Mr. Olsen owns beneficially less than 1% of the Common Stock. 

Certain Relationships and Related Transactions 

As previously noted, Philip Caldwell is Senior Managing Director of Shearson Lehman 
Brothers Inc. ("Shearson"), the Corporation's investment banker. Shearson performs financial 
and investment banking services for the Corporation for which it receives usual and customary 
compensation Mr. Caldwell's son-in-law is a middle management employee of the Corporation 
and receives the usual and customary compensation for the position he serves. 

In February 1990 the Corporation entered into an agreement with Eastman Kodak 
Company ( Kodak ) providing for the management and operation bv the Corporation of 
voice, data and text telecommunications services for Kodak. As part of the agreement, the 
Corporation hired Kodak employees and purchased assets required to support these services. 
Colby Chandler, a director of the Corporation, was Chairman and Chief Executive Officer of 
Kodak at the time the agreement was signed. He did not participate in the Digital Board of 
Directors discussions regarding the transactions contemplated by the agreement. 

In addition to his service as a director. Robert Everett also performs consulting services 
tor the Corporation for which he receives reasonable and customary fees. During the fiscal 
year ended June 30, 1990, Mr. Everett received $92,000 for such consulting services. 

Committees of the Board 

Comrnittee°ard °f haS a" Audit Committee and a Compensation and Stock Option 

The Audit Committee recommends to the Board of Directors the selection of the 

external audit "dI'°^ t0 ,be,empl°yed by the ^Wion, reviews generally the internal and 
accounting en, r T *1 u ] ] >' generaIIV the Corporation's internal 
Corporation'nnl 'T '""a"1 aUdit°rS a"d reviews compliance with the 
Corporation s policy on non-audit services provided by the independent auditors. 
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The Compensation and Stock Option Committee reviews and recommends to the Board 
the compensation of directors and of those officers who are members of the senior manage
ment committees, and reviews and recommends to the Board the adoption of any compensa
tion plans in which directors and officers are eligible to participate. The Committee also 
administers and interprets the Corporation's employee stock plans and, subject to the 
provisions of the plans, selects the employees who are to participate in such plans and 
determines the terms of their participation. 

The Board of Directors as a whole acts as a Nominating Committee and, consequently, is 
responsible for nominations to the Board of Directors. The Board of Directors will consider 
highly qualified candidates proposed in writing by stockholders. Stockholders who wish to 
propose a nomination should submit the person's name and background information to the 
Clerk of the Corporation. 

The Board of Directors held ten meetings during the fiscal year ended June 30, 1990, the 
Audit Committee met four times and the Compensation and Stock Option Committee met six 
times. All directors attended at least 75% of the total number of meetings of the Board and the 
committees on which they serve. 

INFORMATION REGARDING CLASSIFICATION OF THE BOARD OF DIRECTORS 

On April 18, 1990, the Massachusetts legislature enacted legislation entitled "An Act to 
Provide Protection to Massachusetts Corporations" (the "Act"), which provides that publicly-
held corporations organized under Massachusetts law are required to have a classified board of 
directors consisting of three classes as nearly equal in size as possible. The three classes 
initially will have terms expiring at the first, second and third annual meetings, respectively, 
following the effective date of the Act. The Act provides that a corporation may elect to be 
exempt from the classified board provisions of the Act by a vote of the directors, or by a vote of 
the holders of two-thirds of the outstanding voting stock of a corporation at a meeting held 
after January 1, 1992. The stated purpose of the legislation is to provide protection to 
Massachusetts corporations, including their stockholders, employees, suppliers and customers 
and the communities in which the corporations' facilities are located. 

The Act also provides that any corporation that is subject to the classified board provisions 
also will be subject to the severance payment provisions of the Act, which provide that 
employees of certain Massachusetts corporations who suffer involuntary termination of 
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employment during a period of up to twelve months after a contested stockholders' meeting 
will be entitled to certain severance payments. 

The Board of Directors of the Corporation has divided the seven directors presently in 
office into three classes, as further described below. While no stockholder vote is necessary to 
approve the classification of the Board of Directors, stockholders are urged to read the 
following discussion. 

Provisions Regarding the Board of Directors Prior to the Act 

With respect to the election of directors, under the law prior to adoption of the Act, the 
stockholders determined the number of directors of the Corporation, and the Board of 
Directors could be enlarged by the stockholders at any special meeting or by vote of a majority 
of the directors then in office. Additionally, under the pre-existing law, each of the directors of 
the Corporation was elected to the Board of Directors annually for a term of one year. 

With respect to the removal of directors, prior to adoption of the Act. Massachusetts law 
provided generally that directors could be removed by the holders of a majority of the shares 
entitled to vote in the election of directors with or without cause, and that directors could be 
removed from office for cause by vote of a majority of the directors then in office. Any vacancy 
in the Board of Directors, whether resulting from the removal of an incumbent director or any 
other cause, could be filled by the stockholders or a majority of the remaining directors. 

Description of Classified Board 

The Board of Directors is divided into three classes with one class consisting of three 
directors and the other two classes consisting of two directors each. The Class I Directors will 
be elected for a three-year term at the Meeting, the Class II Directors will be elected for a 
three-year term at the 1991 Annual Meeting of Stockholders and the Class III Directors will be 
elected for a three-year term at the 1992 Annual Meeting of Stockholders. Messrs. Olsen, 
CaldweU and McLean constitute the Class I Directors; Messrs. Alden and Everett constitute 
the Class II D.rectors; and Messrs. Chandler and de Vitry constitute the Class III Directors. At 
each annual meet.ng of stockholders following the initial classification, the class of directors to 
be elected will be elected for a three-year term of office 

OnppUfr the the nTber of directors will be determined only by the Board of Directors, 
removed bP°r ^7° the ° Tu b°ard Provisions of the Act. directors may be 
AeremlinC T°T w°u ? °nly for "^use", as defined in the Act, or by 

remaining directors for cause. With respect to vacancies in the Board of Directors, the Act 
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provides that any vacancies on the Board will be filled only by a majority of the remaining 
directors, even if the number of such directors is less than a quorum. Any newly created or 
eliminated directorships resulting from an increase or decrease in the size of the Board of 
Directors shall be apportioned by the Board of Directors among the three classes of directors 
so as to maintain such classes as nearly equal as possible. Any director filling a newly created 
or vacant directorship shall have a term of office equal to the remainder of the full term of the 
class of directors in which the new directorship was created or the vacancy occurred and until 
such director's successor shall have been elected and qualified. 

Existing Anti-Takeover Protection 

On December 11, 1989, the Board of Directors unanimously adopted a Stockholder Rights 
Plan (the "Rights Plan"). Under the Rights Plan, the Corporation distributed to stockholders a 
dividend of one Common Stock Purchase Right (the "Rights") for each outstanding share of 
the Corporation's Common Stock. Initially, each Right will entitle holders of Common Stock to 
buy one share of Common Stock of the Corporation at an exercise price of $400, subject to 
adjustment. The Rights will become exercisable only if a person or group acquires 20% or more 
of the Common Stock, or announces a tender or exchange offer which would result in its 
ownership of 30% or more of the Common Stock, or a person owning 10% or more of the 
Common Stock is determined by the Board of Directors to be an "Adverse Person ', as defined 
in the Rights Plan. 

If any person or group becomes the beneficial owner of 25% or more of the Common 
Stock except pursuant to a tender offer for all shares which the directors determine to be at a 
fair price and in the best interests of the Corporation; a 20% or more stockholder engages in a 
merger with the Corporation in which the Corporation survives and its Common Stock 
remains outstanding and unchanged; certain other events involving the Corporation and a 20% 
or more stockholder occur; or, under certain circumstances, the Board of Directors determines 
a 10% or more stockholder to be an Adverse Person, each Right not then held by such person 
or related parties will entitle its holder to purchase, at the Right's then current exercise price, 
Common Stock of the Corporation (or, in certain circumstances as determined by the Board of 
Directors, a combination of cash, property, Common Stock or other securities) having a value 
of twice the Right's exercise price. In addition, at any time after a stockholder acquires a 20% 
or more equity interest in the Corporation, if the Corporation is involved in a merger or other 
business combination transaction with another person in which its Common Stock is changed 
or converted, or sells or transfers more than 50% of >ts assets or earning power to another 
person, each Right that has not previously been exercised or voided will entitle its holder to 
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purchase, at the Right's then current exercise price, shares of common stock of such other 
person having a value of twice the Right's exercise price. The Corporation generally is entitled 
to redeem the Rights at $.01 per Right at any time until the Board of Directors determines a 
10% or more stockholder to be an Adverse Person or the tenth day following public 
announcement that a 20% equity interest in the Corporation has been acquired. The Rights 
Plan will expire on December 21, 1999 unless the Rights are earlier redeemed bv the 
Corporation. 

The adoption of the Rights Plan has the effect of making an unsolicited takeover of the 
Corporation more difficult and more costly to any potential acquiror in circumstances in which 
the Board of Directors determines that such an unsolicited takeover is not in the best interests 
ot the Corporation s stockholders. 

On January 22, 1990, the Board of Directors unanimously amended the Corporation's By-
on?nr l i meetings of stockholders may be called upon written application of 
meetiLX ^ 7 °f the CaPital sto<'k titled to vote at the 
meeting. The effect of the amendment is to make it more difficult for the stockholders to call a 

increa eThe d§ ThetBy-IawS were fll^er amended on January 22. 1990 to 

meeting of stockhold^ A 7 "T* t0 SetHng the time and P,ace °f the annual 

broueh?Imfore a t th5 u re^ire advancf notice (i) for any business to be properly 
election the Board ̂ f^^ 7etinffby a folder and (ii) of nominations of persons for 
conformine amend / ^ meet,ng' In additi°»- August 13. 1990, conforming amendments to the Corporations By-laws were • i i . i l ihe 
Board of Directors to reflect the provisions of the Act unanimous|y adopted by the 

The Articles of Organization and By-laws of the Onmerat-e i . , i J. 
not contain anv nther ere • • . . , Corporation as currently constituted do contain any other provisions which management eeer.vi . l ... \ or 
effect". Cumulative voting with respect to the election 7dirt* 7 7a A Z 
Articles of Organization or By-laws of the Corporation " "0t Pr°V'ded " 

The Board of Directors is not presently aware of anv at* . i , , i 
control of the Corporation through a tender offer or nth xu* o V I 
experienced any problems with respect to the contimit l' The CorPOra«on has 7 
Directors or corporate management and policies. NonetheT °f the , 
recent years of unsolicited takeovers as acquisition technic, II 'T °i r* inCreaS,Pg 7 1" 
that anti-takeover devices such as the ones described abo of Directors believes 
will help to assure such continuity and stability in futllr are aPPropriate measures which 

r y future periods. Accordingly, the Board of 
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Directors may consider adopting other anti-takeover devices in the future, although none is 
currently being considered. 

Consequences of a Classified Board 

The classification of the Board of Directors will tend to slow the pace of any change in 
control of the Corporation. Accordingly, such provision could have the effect of discouraging a 
potential acquiror from seeking control of the Corporation and, since it affects every election 
of directors, it will make it more difficult for the stockholders to change a majority of the Board 
of Directors, even if the only reason for the change may be the performance of the present 
directors. It would take at least two annual stockholders' meetings to elect a majority of the 
Board of Directors. 

In recent years there has been an increase in the number of takeover attempts preceded 
by an accumulation of stock and an attempt by the person making the takeover attempt to 
attain representation on the board of directors of a publicly-held corporation. Representation 
on the board of directors may be sought in order to increase the likelihood that a takeover 
attempt, reorganization or sale proposal by the purchaser will succeed. If an attempt to attain 
representation on the board of directors fails, the purchaser could commence a proxy contest 
(which could be costly to a corporation) in order to attain such representation. It is possible 
that such a contest could be designed to force a corporation to repurchase the stock owned by 
the purchaser at a premium in order to terminate the takeover attempt or proxy contest. 

The Board of Directors of the Corporation believes that a classification of the Board of 
Directors will discourage changes in control which are unsolicited and not negotiated with the 
Board of Directors and will provide the Board of Directors time to study a purchaser's proposal 
adequately, to ensure that any proposed reorganization or sale of the Corporation, its stock or 
assets is in the best interests of stockholders, to evaluate adequately alternatives to a 
purchaser's proposal and to ensure that the best possible price is obtained in any transaction in 
which control of the Corporation is transferred. Although a change in the Board of Directors 
or a takeover of the Corporation would not necessarily be detrimental to the Corporation, the 
Board of Directors believes that the classification of the Board of Directors will encourage 
potential purchasers to negotiate with the Board of Directors concerning their proposals. The 
lack of haste in making a determination concerning the terms proposed by the purchaser and 
whether such terms are in the best interests of the Corporation and its stockholders would 
result either in a more reasoned determination that such a transaction is not in the best 
interests of stockholders or in a better planned more efficiently executed transaction. 
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a . f T, consequence of the increase in the length of time required to elect a majority of 
classified Board of Directors is to help assure continuity and stability of the Corporation's 
anagement and policies since a majority of the directors at any given time will have prior 

experience as directors of the Corporation. 

EXECUTIVE COMPENSATION AND OTHER INFORMATION 

Cornorllable comPensation f°r services in all capacities with the 
fiveTost hi^hl S Subsid'arif rendered duri"g the fiscal year ended June 30. 1990, for the 

offteers as md f" 

Name and Capacities in Which Served Aggregate Cash 
1 Compensation 

Kenneth H. Olsen ~ 
President and Director * 982,452 

John F. Smith 
Senior Vice President ^ 555,858 

Winston R. Hindle Jr 
Senior Vice President $ 455,813 

Martin R. Hoffmann .... 
Vice President ® 405.005(1) 

James M. Osterhoff 
Vice President $ 387,188 

A aboT6^"''6 °ffiCerS aS 3 gr°Up' inc,udin8 those named 
$10,988,770 (2) (3) (4) 

(1) Does not include $60,224 paid to Mr. Hoffmann for ™ • i j . • A 
expenses. nann tor moving, relocation and related 

(2) Other than as set forth below under "Pension Plans" "Cr U r> •• j u , 4 
plan descriptions, with respect to the fiscal year ended b ne 30 TcZ T & m f 
the Corporation received no significant non-cash cornnensa'S f I e™C"tive officerS.f 
subsidiaries. pensation from the Corporation or its 

(3) Persons who served as executive officers f0r anv nart fa c h 
compensation for the part of the fiscal year served, are include (j a" 
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(4) Does not include amounts paid to a former executive officer who resigned his position 
with the Corporation in October 1989 and entered into an agreement with the Corporation 
pursuant to which the former executive officer, among other things, received from the 
Corporation a lump-sum payment equal to approximately $1.2 million and continued to 
receive certain fringe, insurance and retirement benefits. 

Compensation of Directors 

Each director who is not also an employee of the Corporation received a retainer of 
$21,000 for his services during the fiscal year ended June 30, 1990 plus $1,000 for each Board 
meeting and each committee meeting attended. Commencing July 1, 1990, the annual retainer 
for nonemployee directors is $25,000. Directors are also reimbursed for out-of-pocket 
expenses incurred in attending Board and committee meetings. 

Directors may defer all or any part of their retainer or meeting fees pursuant to a deferred 
compensation plan, amended and restated in May 1987. Pursuant to the plan, nonemployee 
directors of the Corporation may elect to defer receipt of all or a specified portion of their 
compensation in the form of cash, with an interest rate related to Treasury bills, or in the form 
of units, the value of each unit initially being equal to the fair market value of one share of the 
Common Stock of the Corporation on the date the compensation being deferred would 
otherwise be payable. The plan provides that compensation deferred under the plan, whether 
in the form of cash or units, will be paid out in cash after termination of service as a director. 
Directors may elect that compensation so deferred be paid out in a lump sum or in up to ten 
annual installments. Payment of compensation deferred under the plan commences in January 
of the year following the year in which service as a director terminates, except that earlier or 
accelerated distributions may be made in certain events of unforeseeable emergency. 

Pursuant to a retirement plan for nonemployee directors adopted in May 1987, each 
nonemployee director of the Corporation on the date of adoption of the plan, and every other 
nonemployee director who is 70 years of age or older and who has completed at least five years 
of service on the Board, is entitled upon termination of service to an annualized benefit for life 
which is equal to the annual retainer for nonemployee directors in effect on the date of 
termination of service. The plan also provides for coordinated disability benefits for all 
nonemployee directors equal to the annual retainer in effect on the date of total disability. 

On August 13, 1990 the Board of Directors adopted, subject to stockholder approval, the 
1990 Stock Option Plan for Nonemployee Directors (the "Nonemployee Directors Plan"). For 
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more information concerning the Nonemployee Directors Plan, see "Proposal to Approve the 
1990 Stock Option Plan for Nonemployee Directors." 

Pension Plans 

The Corporation and its subsidiaries have pension plans covering substantially all of their 
employees. 

Benefits under the Corporation's defined benefit pension plan for its United States 
employees are based upon the employee's earnings during service with the Corporation and 
are payable after retirement in the form of annuities or lump sum benefits. Pursuant to an 
amendment effective July 1, 1989, the annual amount payable upon retirement at age 65, 
without regard to any survivor options, is l'A>% of the aggregate cumulative amount of the 
participant's base salary and wages earned on and after Julv 1. 1989. plus, for those persons 
who were active plan participants on July 1. 1989. or who later become active participants 
credited with prior service, Vk% of the annual average of the participant's compensation 
etween Ju y 1, 1984 and July 1, 1989, multiplied by the number of years of such participant s 

accre ite service prior to July 1, 1989. For purposes of calculating a participant's pension 
IT™,1! J compensation for plan years commencing after December 31. 1988 is limited to 
$200,000. Under the present provisions of the plan, a participant's annual pension may not 
exceed the lesser of the maximum allowable dollar limit ($102,582 for fiscal 1990). or 100% of 
the participant's average compensation for the participant's three highest paid consecutive 
years of service with the Corporation. 

Employees outside the United States are covered by different pension plans varying from 
country to country. 

Estimated annual retirement benefits at age 65 based on the foregoing formula for the 
following individuals would be: Mr. Olsen. $102,582; Mr. Smith. SI02.582: Mr. Hindle. $102,582; 
Mr. Hoffmann, $22,182 and Mr. Osterhoff, $55,219. 

Stock Options 

The following table shows as to certain named executive officers and as to all current 

ofTe^CorporCaetion'SsaC8r0UP °fficerS: « thc n"mber of:^ 

i985 r,n,ed "l"1" C"rPOrd'i0ne 30 1990- ( i i \  o . • ; n and between June 28, 1987 and June 
market nr ce ofIhe C^ T n ITT" PriCe thereof and the average per share 
market price of the Corporation s Common Stock on the dates of grant thereof: and (Hi) the 
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net value of shares acquired on and between June 28, 1987 and June 30, 1990 upon the exercise 
of options granted during the period or prior thereto. The Corporation's current stock plans do 
not authorize the grant of stock appreciation rights. 

All 
Executive 

Shares of K. H. J. F. W. R. M. R. J. M. Officers as a 
Common Stock (1) Olsen Smith llindle Hoffmann Osterhoff Group(2) 

Options Granted 
6/28/87 through 
6/30/90(3) 
Number of shares.... 69,600 36,600 16,200 20,600 22,500 547,500 
Average per share 

exercise price $108.75 $107.10 $118.43 $74.36 $106.33 $104.25 
Average per share 

price on dates of 
grant $130.84 $128.90 $142.24 $91.28 $128.00 $125.67 

Options Exercised 
6/28/87 through 
6/30/90 
Number of shares.... 60,000 3,900 17,600 -0- -0- 365,918 
Net value realized 

upon exercise(4) . . $9,052,060 $349,635 $1,600,046 -0- -0- $38,574,348 

(1) All share numbers and option prices have been adjusted to reflect the two-for-one 
stock split effected May 9, 1986. 

(2) Directors who are not also officers of the Corporation do not participate in the 
Corporation's stock option plans. 

(3) Options granted prior to November 8, 1985 were granted under the Corporation's 
1976 Restricted Stock Option Plan and options granted on or after November 8, 1985 were 
granted under the 1985 Plan. In general, options granted under the Corporation's restricted 
stock option plans are exercisable in full on the date of grant, but shares purchased thereunder 
are subject to repurchase at the option of the Corporation at the exercise price, unless such 
repurchase option has lapsed. Such repurchase option lapses over the life of the grant whether 
or not the option has been exercised. See "Description of the 1985 Restricted Stock Option 
Plan" and "Description of the 1976 Restricted Stock Option Plan. 
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value "of tThe7w::,Ue "P0" eXerdSe ? °pti°nS is the ^'rence between the market 
alue ot the shares received upon exercise and the exercise price thereof. 

as a^roun 2\m' thr0UghJune 30' >990' all employees of the Corporation 

Restricted Stock Option Planlbr ^SSS^TO^hareTata Wert| °Pti(,"s under the 1985 
of $99.13 ' ' weighted average option price per share 

York Stock*Exchange IT^S.'05'"8 °f ^ Q,rporation's Common Stock on the New 

Stock Plans 

The Corporation has adonted sevenl stork . i 
ees. The 1985 Restricted Stock Option Plan provides TZhrifooT™" re,ai" 
key employees of the Corporation and its subsidiarieTThe 198F 7 I I 
Plan and the 1981 International Employee Stock Purchase Plan ! TTJr, f | 
all employees of the Corporation and participating subsidies 7 r ' subs ant,ally 

more specifically described below subsidiaries. The Corporation s plans are 

Description of the 1985 Restricted Stock Option PIan 

Optiô  !JheeB°iS the 1985 Restricted Stock 
may be sold under the 1985 Plan. Not more than 3% of tbT °mm°n 7 in the aggreg* 6 

under the 1985 Plan may be sold to any one employee ",lmber of shares isfuab'e 

under the 1985 Plan from time to time throueh Drr u °ptlons ma> be granted to employees 
1985 Plan. However, sobiec. ,o^3^ '' '-•-"-tion date of.hr 
(see Proposal to Approve the 1990 Equity Plan"WF st<**b<>ldeis of the 1990 Equity Plan 
under the 1985 Plan will terminate On August 1 loo,," a 10rlty to gran» additional options 
participating in the 1985 Plan. ' ^Proximately 16.200 employees were 

,^be P'an authorizes the grant of non-transfemkl 
hon s Common Stock to key employees of the Corn07 7 * t0 p,,rchase the Corp°,ra' 
prohibition against disposition of such shares and a 7 '°n 'tS subsidiaries coupled with a 
to the Corporation at their purchase price upon term °ffer SUch shares foT 

nation of employment. The restriction 
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against disposition and obligation of resale lapse from time to time as to portions of the grant 
(whether or not the option has been exercised), as determined by the Board of Directors or 
the Compensation and Stock Option Committee of the Board of Directors (the "Committee"), 
which administers and interprets the 1985 Plan. 

The exercise price of options granted under the 1985 Plan is specified by the Board of 
Directors, but in no event may this price be less than the lower of (i) 50% of the fair market 
value per share at the date of grant or (ii) the book value per share as of the end of the 
Corporation's fiscal year immediately preceding the grant date. The 1985 Plan contains a 
provision permitting payment by an officer of the Corporation upon exercise of an option to be 
made using the Corporation's Common Stock, as well as cash, in accordance with policies and 
eligibility criteria established by the Committee. , 

Employees, including officers, of the Corporation or any of its subsidiaries, and consul
tants, are eligible to receive options under the 1985 Plan. Directors who are also employees are 
eligible to receive options if they are not members of the Committee. Sub ject to the terms of 
the 1985 Plan, the Committee has authority to select the employees to whom options are 
granted, to determine the number of shares subject to such options, the time or times when 
options are to be granted, the rate and time of lapse of restrictions, and other terms. Options 
may be granted to the same employee on more than one occasion. Currently, options granted 
to U.S. employees generally are exercisable immediately, are exercisable only while the holder 
is employed by the Corporation or a subsidiary or after retirement with the consent of the 
Corporation, and terminate not more than 10 years and 90 days from the date of grant. 

The Board of Directors may terminate or amend the 1985 Plan, provided that no 
amendment shall, without stockholder approval, increase the maximum number of shares 
which may be sold under the 1985 Plan in the aggregate or the percentage of such number 
which may be sold to any one person, decrease the minimum exercise price at which options 
may be granted, or extend the period during which options may be granted under the 1985 
Plan. 

An option granted under the 1985 Plan is a non-statutory stock option and is taxed in 
accordance with Section 83 of the Internal Revenue Code of 1986, as amended (the "Code"), 
and the regulations issued thereunder. Options granted under the 1985 Plan do not qualify as 
'incentive stock options" under the Code. 

As of August 1, 1990, options for 520,588 shares had been exercised under the 1985 Plan at 
an average exercise price per share of $57.97; options for 11,938,064 shares at an average 
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exercise price per share of $90.82 were outstanding with expiration dates ranging from 
February 6, 1996 to September 17, 2000: and 5.541,348 shares remained available for additional 
option grants. 

Description of the 1976 Restricted Stock Option Plan 

In 1976 the Board of Directors and the stockholders adopted the 1976 Restricted Stock 
Option Plan (the "1976 Plan"). The authority to grant additional options under the 1976 Plan 
expired upon the adoption by the stockholders of the 1985 Plan in November 1985. The terms 
and conditions of the 1976 Plan are substantially the same as the 1985 Plan. 

As of August 1, 1990. options for , ,458,105 shares had been exercised under the 1976 Plan 
at an average exercise price per share of $22.50 and options for 6,479.840 shares at an average 
exercise price per share of $32. /6 were outstanding with expiration dates ranging from 
September 14, 1990 to December 22, 1995. 

Description of the 1968 Employee Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders adopted the 1968 Employee Stock 
Purchase Plan (the "Employee Plan") for substantially all employees of the Corporation and 
its participating subsidiaries, other than directors of the Corporation. At August 1, 1990, 
approximately 94,400 employees were eligible to participate in the Employee Plan, and 
approximately 49,400 employees were participating. 

The Employee Plan authorizes the issuance of a maximum of 25.500.000 shares of Common 
Stock. The Employee Plan permits employees to purchase shares of the Corporation's 
Common Stock twice yearly through accumulated payroll deductions, up to a maximum of 10% 
of regular base pay. The six-month periods June 1 to November 30 and December 1 to May 31 
f? Pay™ent Periods ("Payment Period") during which payroll deductions are accumu-

85? oftheV 7 y6<( c I Pr7e ^ T ?Shares are Purchased is an amount equal to 
month P market value of the stock on the first or last business day of the applicable six-
month Payment Period, whichever is lower. 

The Board of Directors may terminate or amend the Employee Plan provided that no 

27tobe la edWi thrrSh0lder rr°ll thc of shares of common 
the Plan °r ^ C'aSS of e™Pl°vees eligible to participate in 
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During the period June 28, 1987 through June 30, 1990, executive officers of the 
Corporation purchased shares under the Employee Plan as follows: Mr. Smith, 766 shares; Mr. 
Osterhoff, 767 shares; all current executive officers as a group, 17,940 shares; and all employees 
as a group (excluding current executive officers), 6,001,262 shares. 

At August 1, 1990, 19,419,821 shares had been purchased by employees under the 
Employee Plan and 6,080,179 shares remained available. 

Description of the 1981 International Employee Stock Purchase Plan 

In 1981, the Board of Directors and the stockholders adopted the 1981 International 
Employee Stock Purchase Plan (the "International Plan"). A total of 2,400,000 shares of 
Common Stock in the aggregate may be sold under the International Plan. At August 1, 1990, 
approximately 18,400 employees were eligible to participate in the International Plan, and 
approximately 7,700 employees were participating. 

The provisions of the International Plan are substantially the same as the Employee Plan 
described above. The International Plan was adopted in order to extend the benefits of the 
Employee Plan to employees (other than directors of the Corporation) of selected non-U.S. 
subsidiaries of the Corporation or branches thereof. Employees of several non-U.S. subsidiaries 
presently participate in the Employee Plan, but under present provisions of the United States 
tax laws it is impractical to extend the benefits of the U.S. tax-qualified Employee Plan to 
selected branches of non-U.S. subsidiaries. The International Plan is not intended to be a tax 
qualified plan under the Code. 

The Board of Directors may terminate or amend the International Plan, provided that no 
amendment shall, without stockholder approval, increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 

During the period June 28, 1987 through June 30, 1990, the executive officers of the 
Corporation purchased shares under the International Plan as follows: all current executive 
officers as a group, 1,494 shares; and all employees as a group (excluding current executive 
officers), 1,032,290 shares. 

At August 1, 1990, 1,595,207 shares had been purchased under the International Plan and 
804,793 shares remained available. 
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PROPOSAL TO APPROVE THE 1990 EQUITY PLAN 

On August 13, 1990, the Board of Directors adopted the Digital Equipment Corporation 
1990 Equity Plan (the "1990 Plan"), subject to stockholder approval. Upon approval by the 
stockholders, the 1990 Plan will replace the 1985 Plan as the Corporation's principal equity 
incentive plan for key employees of the Corporation and its subsidiaries. The 1985 Plan is 
scheduled to expire December 31, 1990. 

The 1990 Plan is intended to advance the interests of the Corporation and its stockholders 
by improving the Corporation's ability to attract and retain qualified individuals who are in a 
position to contribute to the management and growth of the Corporation and its subsidiaries, 
and to provide an increased incentive for such individuals to contribute to the Corporation's 
future success. 

The 1990 Plan authorizes the grant of awards from the date of its adoption by the Board of 
Directors until December 31, 1995, subject to approval of the 1990 Plan by the stockholders 
prior to August 13, 1991. The 1990 Plan, which permits additional types of awards and greater 
latitude as to the terms and conditions of awards than the 1985 Plan, would provide the 
Corporation with greater flexibility to adapt the compensation of employees to new circum
stances such as changing business conditions, developments in applicable tax and other laws 
and trends in executive compensation practices. 

Description of Proposed Plan 

The following summary description is qualified in its entirety by reference to the full text 
of the 1990 Plan, which is attached to this Proxy Statement as Exhibit A 

Available Shares 

Subject to adjustment for stock dividends, stock splits and similar events, under the 1990 
Plan the maximum number of shares of the Company's Common Stock available for grants of 
awards under the 1990 Plan will be (i) until June 29, 1991. the maximum number of shares 
available for issuance under the 1985 Plan as of the date of approval of the 1990 Plan by the 
Corporation s stockholders and (ii) for each fiscal year subsequent to the fiscal year ending 
June 29, 1991, but prior to the beginning of the fiscal year commencing on June 29, 1996, 1^ 
of the issued shares of the Corporation's Common Stock (including treasure shares) as of the 
?,V y f such fiscal year- As of August 1, 1990, there were 5,541,348 shares available for 

additional option grants under the 1985 Plan. As of that date, 1%% of the issued shares of the 
Corporation s Common Stock equaled 1,950,123 shares. 
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Under the 1990 Plan, all shares of Common Stock available for grants of awards in any 
fiscal year (or portion thereof) that are not used in the grant of awards in such fiscal year will 
be available for use in subsequent years. Shares subject to any unexercised or undistributed 
portion of any terminated, expired or forfeited award also will be available for further award 
under the 1990 Plan. Notwithstanding the foregoing, the total number of shares that may be 
delivered pursuant to the exercise of ISOs (as defined below) granted under the 1990 Plan 
cannot exceed 5,000,000 shares and the total number of shares that are cumulatively available 
for Restricted Stock Awards, Unrestricted Stock Awards and Stock Unit Awards (all as defined 
below) cannot exceed 5,000,000 shares. 

Administration 
The 1990 Plan will be administered by the Compensation and Stock Option Committee of 

the Board of Directors (the "Committee") consisting of not fewer than three members of the 
Board of Directors, none of whom is an employee of the Corporation. Subject to the terms of 
the 1990 Plan, the Committee will have the authority to establish rules for the administration 
of the Plan; to select the employees to whom awards are granted; to determine the type of 
awards to be granted and the number of shares covered by such awards; and to set the terms 
and conditions of such awards. The Committee will have authority to grant awards singly, in 
combination or in tandem. The Committee's authority to take certain actions under the 1990 
Plan will include authority to accelerate payment or vesting under, or waive the restrictions 
applicable to, any 1990 Plan award. The Board of Directors may also establish a committee of 
one or more members of the Corporation's Board of Directors who are also officers of the 
Corporation for the purposes of administering grants of awards under the 1990 Plan to 
employees who are not subject to the provisions of Section 16 of the Securities Exchange Act 
of 1934, as amended (the "Exchange Act"). 

Eligibility 
Employees, including officers, of the Corporation or any of its subsidiaries are eligible to 

receive awards under the 1990 Plan. Directors who are also employees are eligible to receive 
awards if they are not members of the Committee. Awards may be granted to the same 
employee on more than one occasion. 

Stock Options 
The 1990 Plan permits the granting of stock options that qualify as incentive stock options 

("ISOs") under the Code and options that do not so qualify ("NQOs"). The exercise price of 
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restrictions, conditions and contingencies as determined by the Committee. In the event of 
termination of employment for reasons other than death, disability or retirement (unless 
otherwise provided by the Committee or in the award instrument), the shares of restricted 
stock as to which the restrictions have not lapsed shall be offered for resale to the Corporation. 

The Committee may provide that the Common Stock deliverable or issuable pursuant to 
any award granted under the 1990 Plan will be restricted. 

Stock Unit Awards 

The 1990 Plan authorizes the grant of awards which entitle the recipient to receive, 
without payment, stock units in the form of phantom shares of stock ("Stock Unit Awards"). 
The stock units are valued at the Committee's discretion in whole or in part by reference to 
the fair market value of the Corporation's Common Stock. The Committee will determine the 
terms and conditions applicable to Stock Unit Awards, including any applicable restrictions, 
conditions or contingencies, which may be related to personal, corporate or other categories 
of performance. Stock Unit Awards are payable in shares of Common Stock or cash, or any 
combination thereof, at the discretion of the Committee. An employee who receives a Stock 
Unit Award may be given rights to dividend equivalents, payable in cash, stock, or additional 
stock units, subject to any conditions the Committee may impose. 

General 

Except as otherwise determined by the Committee, unexercised awards or awards subject 
to restrictions which have not lapsed shall be forfeited under the 1990 Plan upon termination 
of employment for reasons other than death, permanent disability or retirement. 

The 1990 Plan provides that the Committee, in its sole discretion, upon the request of a 
recipient of an award, may defer the date of payment of cash or stock under such awards. 

In the event of stock dividends, stock splits and similar events, the Board of Directors will 
make appropriate adjustments to the maximum number of shares of Common Stock that may 
be delivered under the 1990 Plan, the maximum number of shares that may be issued for 
certain types of awards, the number of shares covered by outstanding awards, and the grant, 
purchase or exercise price with respect to any award. 

The Board of Directors may also make appropriate adjustments to take into account 
material changes in law or accounting matters or certain other corporate changes or events or 
a change in control of the Corporation. 
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Non-Qualified. Options. No taxable income is recognized by the optionee at the time an 
NQO is granted under the 1990 Plan. Generally, on the date of exercise of an NQO, ordinary 
income is recognized by the optionee in an amount equal to the difference between the 
exercise price and the fair market value of the shares on the date of exercise, and the 
Corporation receives a tax deduction for the same amount. Upon disposition of the shares 
acquired, an optionee generally recognizes the appreciation or depreciation on the shares 
after the date of exercise as either short-term or long-term capital gain or loss depending on 
how long the shares have been held. 

If restricted stock is received upon exercise of an option or stock appreciation right, the 
income and the deduction, if any, associated with such award may be deferred in accordance 
with the rules described below for restricted stock. 

Stock Appreciation Rights. No income will be realized by an optionee in connection with 
the grant of a stock appreciation right. When the stock appreciation right is exercised, the 
optionee will generally be required to include as taxable ordinary income in the year of such 
exercise an amount equal to the amount of cash received and the fair market value of any stock 
received. The Corporation will generally be entitled to a deduction equal to the amount 
includable as ordinary income by such optionee. 

Restricted Stock. A recipient of restricted stock generally will be subject to tax at 
ordinary income rates on the excess of the fair market value of the stock (measured at the time 
the stock is either transferable or is no longer subject to forfeiture) over the amount, if any, 
paid for such stock. However, a recipient who elects under Section 83(b) of the Code within 
30 days of the date of issuance of the restricted stock to be taxed at the time of issuance of the 
restricted stock will recognize ordinary income on the date of issuance equal to the fair market 
value of the shares of restricted stock at that time (measured as if the shares were unrestricted 
and could be sold immediately), minus any amount paid for such stock. If the shares subject to 
such election are forfeited, the recipient will be entitled to a capital loss for tax purposes only 
for the amount paid for the forfeited shares, not the amount recognized as ordinary income as 
a result of the Section 83(b) election. The holding period to determine whether the recipient 
has long-term or short-term capital gain or loss upon sale of shares begins when the forfeiture 
period expires (or upon issuance of the shares, if the recipient elected immediate recognition 
of income under Section 83(b)). 

Unrestricted Stock; Stock Units. A recipient of unrestricted stock or stock units will 
generally be subject to tax at ordinary income rates on any cash received and on the fair 
market value of any Common Stock issued pursuant to such an award, and the Corporation will 
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generally be entitled to a deduction equal to the amount of ordinarv income realized by the 
recipient. Any cash received and the fair market value of any Common Stock received will 
generally be included in income (and a corresponding deduction will generally be available to 
the Corporation) at time of receipt. The capital gain or loss holding period for any Common 
Stock distributed under an award will begin when the recipient recognizes ordinary income in 
respect of that distribution. 

Section 16(b). Special rules apply in the case of individuals subject to Section 16(b) of 
the Exchange Act. In particular, under current law shares received pursuant to the exercise of 
a stock option, other stock award or SAR are treated as restricted as to transferability and 
subject to a substantial risk of forfeiture for a period of six months after the date of exercise or 
acquisition. Accordingly, if no election is made under Section 83(b) of the Code by an 
individual subject to Section 16(b), the amount of ordinary income recognized and the 
amount of the Corporation's deduction are determined as of such later date. 

The Board of Directors recommends a vote FOR approving the 1990 Plan 

PROPOSAL TO APPROVE THE 1990 STOCK OPTION PI AN 
FOR NONEMPLOYEE DIRECTORS 

On August 13, 1990, the Board of Directors adopted the 1990 Stock Option Plan for 
Nonemployee Directors (the "Nonemployee Directors Plan"), subject to stockholder ap
proval. Thei Nonemployee Directors Plan provides for a one-time grant of an option to 
purchase 5,000 shares of the Corporation s Common Stock to nonemplovee directors of the 
Corporation (presently 6 persons). The Nonemployee Directors Plan is intended to increase 
the proprietary interest of nonemployee members of the Board of Directors in the continued 
success of the Corporation and to provide them with an incentive to continue to serve as 
directors. 

* ^^.Compensation and Stock Option Committee of the Board of Directors (the "Commit
tee ) will have the authority to administer, interpret and make determinations under the 
Directors°Pbrn eCt0rS Plan' Eligibility for and the grant of shares under the Nonemployee 
Directors Plan ,s automatic in nature and each eligible nonemployee director will receive an 
option to purchase the same fixed number of shares under the Plan. Therefore the Committee 

und er°t heC^on employee Di recto rT PI am * ^ °f'°" ^ ^ividua. 
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Description of Proposed Plan 

The following summary description is qualified in its entirety by reference to the full text 
of the Nonemployee Directors Plan, which is attached to this Proxy Statement as Exhibit B. 

Upon approval of the Nonemployee Directors Plan by the Corporation s stockholders, and 
receipt by the Corporation of a no-action letter from the Securities and Exchange Commission 
or an opinion of counsel with respect to certain legal matters in connection with the 
Nonemployee Directors Plan, each nonemployee director in office will receive a one-time 
grant of a nontransferable option to purchase 5,000 shares of Common Stock of the Corpora
tion. Each nonemployee director who is initially elected after stockholder approval of the 
Nonemployee Directors Plan automatically will receive a grant of an option to purchase 5,000 
shares of Common Stock of the Corporation as of the date of commencement of service as a 
director. 

An aggregate of 100,000 shares of the Corporation's Common Stock will be available for 
issuance under the Nonemployee Directors Plan, subject to automatic adjustment in the event 
of a stock dividend, stock split or similar events. If any options granted under the Nonem
ployee Directors Plan expire or terminate without exercise, in whole or in part, the shares 
reserved therefor will revert to the option pool to be available under the Plan. 

The exercise price of an option will be 100% of the fair market value per share of Common 
Stock of the Corporation on the date the option is granted, payable by delivery of cash or a 
check to the order of the Corporation or by delivery of shares of Common Stock of the 
Corporation owned by the nonemployee director which have a fair market value equal to the 
exercise price of the option being exercised, or by any combination of these methods. 

Options granted to nonemployee directors ("Participants ) under the Nonemployee 
Directors Plan will become exercisable at the rate of 20% per year commencing on the first 
anniversary of the date the Participant begins serving as a director of the Corporation, with 
credit given for all past service by incumbent nonemployee directors. If required by applicable 
securities laws, options granted under the Nonemployee Directors Plan will not be exercisable 
for at least six months after the date of grant, and shares received upon exercise of any such 
option may not be sold for at least six months after purchase, except in the event of disability 
or death of the Participant. Options granted under the Nonemployee Directors Plan will expire 
ten years from the date of grant, unless terminated earlier in accordance with the Nonem
ployee Directors Plan. However, any option granted to a Participant who ceases to be a 
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director of the Corporation because of death will expire one year from the date of the 
Participant's death. 

If a Participant ceases to be a member of the Board because of permanent disability or 
death, his or her option will become immediately exercisable in full. If a Participant ceases to 
be a member of the Board after his or her option becomes exercisable, the option will remain 
exercisable in accordance with its terms. 

If a Participant ceases to be a member of the Board for any reason other than those 
described above prior to the time his or her option becomes fully exercisable, the option will 
terminate with respect to the shares as to which the option is not then exercisable, except that 
if a Participant retires from the Board at a time when he or she is eligible to receive benefits 
under the Corporation's Retirement Arrangement for Nonemployee Directors (see "Executive 
Compensation and Other Information - Compensation of Directors" for a description of the 
retirement arrangement), the option will become exercisable in accordance with the provi
sions of the Nonemployee Directors Plan as if the Participant's service had continued. 

The Board of Directors may amend, modify or terminate the Nonemployee Directors Plan 
at any time, subject to certain restrictions described in the Plan, and provided that prior 
approval by the stockholders of the Corporation must be obtained to increase the number of 
shares available for grant. If required by law, prior stockholder approval must also be obtained 
to (i) change the eligibility requirements under the Nonemployee Directors Plan, (ii) increase 
the number of shares subject to any option, (iii) change the purchase price of the shares 
subject to any option, (iv) extend the period during which options may be granted, or (v) 
materially increase the benefits to Participants. The Nonemployee Directors Plan will termi
nate on December 31, 2000, unless terminated earlier by the Board of Directors. 

Tax Aspects under the U.S. Internal Revenue Code 

No taxable income will be recognized by a Participant at the time the option is granted. 
Generany subject to the discussion below of Section 16(b) of the Exchange Act and Section 

0t the,Codf> at exercise, ordinary income will be recognized by the Participant in an 
amount equal to the difference between the option exercise price and the fair market value of 
the shares on the date of exercise, and the Corporation will receive a tax deduction for the 
same amount At disposition, appreciation or depreciation after the date of exercise will be 
treated as either short-term or long-term capital gain or loss depending on how long the shares 
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As the Participants in the Nonemployee Directors Plan are subject to Section 16(b) of the 
Exchange Act, under current law, each generally will not be taxed until six months a ter 
exercise of his or her option, with the excess of the fair market value of the stock at the end of 
the six-month period over the option price being taxed as ordinary income. The holding peno 
for determining whether subsequent gain or loss will be a short-term or long-term capita gain 
or loss begins at the end of such six-month period. However, Participants may elect under 
Section 83(b) of the Code within 30 days after exercise to be taxed at the time of exercise, in 
which case the holding period for capital gain purposes will begin upon exercise. 

The Board of Directors recommends a vote FOR approving the Nonemployee Directors 
Plan. 

RATIFICATION OF SELECTION OF AUDITORS 

The Board of Directors has selected the firm of Coopers & Lybrand, independent 
accountants, to serve as auditors for the fiscal year ending June 29, 1991, subject to rati cation 
by the stockholders. Coopers & Lybrand has served as the Corporation s auditors since the 
organization of the Corporation. 

The Board of Directors recommends a vote FOR ratification of this selection. 

It is expected that a member of the firm of Coopers & Lybrand will be Present at the 
Meeting, will have an opportunity to make a statement if so desired and will be avai a e o 
respond to appropriate questions. 

AMENDMENT OF BY-LAWS 

As described above in 'Information Regarding Classification of the Board of Directors, 
on January 22 1990, the Board of Directors amended the Corporation s By-laws to increase e 
directors' flexibility with respect to setting the time and place of the annual meeting of 
stockholders and to provide that special meetings of stockholders may be called upon wntten 
application of one or more stockholders who hold at least 90% of the capital stock entitled to 
vote at the meeting. The By-laws were further amended in January 1990 to require advance 
notice (i) for any business to be properly brought before a stockholders meeting y a 
stockholder and (ii) of nominations of persons for election to the Board of Doctors at he 
a n n u a l  m e e t i n g .  I n  a d d i t i o n ,  c o n f o r m i n g  a m e n d m e n t s  t o  t h e  B y - l a w s  w e r e  a d o p  e y e  
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Board of Directors on August 13, 1990 to reflect the provisions of the Act regarding the 
classified Board of Directors. 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to 
soliciting stockholders through its regular employees, the Corporation may request banks and 
brokers to solicit customers of theirs who have shares of Common Stock of the Corporation 
registered in the name of a nominee. The Corporation will reimburse such banks and brokers 
for their reasonable out-of-pocket costs, at the rates suggested by the New York Stock 
Exchange. Solicitation by officers and employees of the Corporation may also be made of some 
stockholders in person, or by mail, telephone or telegraph, following the original solicitation. 
Morrow & Co., Inc.. New York, New York, has been retained by the Corporation to assist with 
the solicitation of proxies at a fee estimated not to exceed $15 000 

STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

stockhold°SalS °[.;;°ckfh0lders int^nded for inclusion in the proxy statement to be mailed to all 
must be rec J X°te 6 1991 MeetinS of Stockholders of the Corporation 
In order to t ? Corporation s Principal executive offices not later than May 17, 1991. 
Coloration nrn cmf°^[A'u }° the date on which a proposal was received by the 
Requested! P °P°nentS sh°U'd Submit their ProP°^Is by Certified Mail-Return Receipt 

September 14, 1990 
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EXHIBIT A 

DIGITAL EQUIPMENT CORPORATION 
1990 EQUITY PLAN 

Section 1 — Purpose 
The Digital Equipment Corporation 1990 Equity Plan (the "Plan ) is intended to advance 

the interests of Digital Equipment Corporation (the "Company ) and its stockholders by 
improving the Company's ability to attract and retain Employees who are in a position to make 
substantial contributions to the successful management and growth of the Company and its 
subsidiaries and to stimulate the personal involvement of these Employees in the fortunes of 
the Company, thereby encouraging their continued service with the Company and its 
subsidiaries. Accordingly, the Company may, from time to time, grant to such Employees as 
may be selected in the manner provided in the Plan, options to purchase shares of Stock of the 
Company, stock appreciation rights, awards of Stock of the Company and awards of stock units 
(collectively, the "Awards"), all on the terms and conditions hereinafter established. 

Section 2 — Administration 
The Plan shall be administered by a committee appointed by the Board of Directors of the 

Company (the "Committee"), which shall consist of not fewer than three members of the 
Company's Board of Directors. The Board of Directors may from time to time remove 
members from or add members to the Committee, and vacancies on the Committee, howso
ever caused, shall be filled by the Board of Directors. All members of the Committee must be 
disinterested persons within the meaning of Rule 16b-3 or any successor provision ( Rule 
16b-3") under the Securities Exchange Act of 1934, as amended (the 1934 Act ), if required 
for compliance with Rule 16b-3. The Committee shall select one of its members as Chairman 
and shall hold meetings at such times and places as it may determine. Acts by a majority of the 
Committee or acts reduced to or approved in writing by a majority of the Committee shall be 
the valid acts of the Committee. Any authority or power granted in the Plan to the Committee 
shall also be deemed to be granted to the Board of Directors, and any action permitted to be 
taken or determination permitted to be made by the Committee may also be taken or made by 
the Board of Directors; provided, however, that to the extent required by Rule 16b-3 with 
respect to specific grants of Awards, such power or authority shall only reside in and such 
actions or determinations shall only be made by an administrator or administrators in 
compliance with Rule 16b-3. The Board of Directors may also establish a committee of one or 

A-l 



more members of the Company's Board of Directors who are also officers of the Company for 
the purposes of administering grants of Awards under the Plan to Employees who are not 
subject to the provisions of Section 16 of the 1934 Act. If such a committee is established, it 
shall have all the power and authority of the Committee under the Plan with respect to such 
Awards. 

The Committee shall have full authority to interpret the Plan, to grant waivers of Plan 
restrictions and to adopt such rules, regulations and guidelines for carrying out the Plan as it 
may deem necessary or proper, all of which powers shall be executed in the best interests of 
the Company and in keeping with the purposes of the Plan. Such powers shall include, but 
shall not be limited to, the power to modify or amend the Plan and to adopt such procedures, 
subplans and the like as may be necessary to comply with provisions of the laws of other 
countries in which the Company or any subsidiary of the Company may operate in order to 
assure the viability of Awards granted under the Plan and to enable Employees employed in 

s'uch lawsF C°UntneS t0 reCe 'Ve advantaSes and benefits under the Plan and consistent with 

Fmnlo^^ tHe Prr?r °f tHe Plan ' tHe ^all have the authority to select the 
to each F *1 ^ f t0 pa,; t icipate in the Plan- to determine the Awards'to be granted 
to each Employee, to determine the time or times when Awards shall be exercisable or when 
condit onTandT " cont ingencies shall lapse and to establish any other restrictions, 
conditions and contingencies on Awards in addition to those prescribed by the Plan. The 

and 'the Wends f° PT1 ^ °l agl"eements or ° ther instruments under the Plan 
issued The Com' 7' °.H I t0 J °ertificates representing shares of Stock to be 
tandem C°mmittee sha11 have the authority to grant Awards singly, in combination or in 

concWivfunWs^h3115 °f d'* C°mmi"f 'I' thDe ^ministration of the Plan shall be final and 
Srecto r0rle Cn ^Se Tuu™^ I o{Di^rs. No member of the Board of ectors or the Committee shall be liable for any action nr A • A faith 
with respect to the Plan. determination made in good faith 

Section 3 Shares of Stock Subject to the Plan 

The shares of stock available for issuance under the PI™ ch-dl k .k • J U  . • c.pd 
shares of th#» i sha" he authorized but unissued tne Company s Common Stock or previouslv u r v,,/s Common StnrT rm™ ju i x-, • cv,ousiy issued shares of the Company s 

, Mock reacquired by the Company in any manner k.U • •. . 
No fractional S H A R ^ C  c. I  c u e  J  i- 1  ldnner and held in its treasury ( Stock )• iracnonai stiares ol Stock shall be delivered under tW PI™ c i • . . j. . „ t  

prov, ed in Section 7.9 below, the maximum number of shares of StoeVfvailable for'thTgrant 
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of Awards under the Plan from the date of its adoption by the Board of Directors until June 29, 
1991, shall be the maximum number of shares of Stock available for issuance under the 
Company's 1985 Restricted Stock Option Plan (the "1985 Plan") as of the date of approval of 
the Plan by the Company's stockholders. Subject to adjustment as provided in Section 7.9 
below, the maximum number of shares of Stock available for the grant of Awards under the 
Plan for each fiscal year subsequent to the fiscal year ending on June 29, 1991, but prior to the 
beginning of the fiscal year commencing on June 29, 1996, shall be one and one-half percent 
(IV6%) of the total number of issued shares of the Company's Common Stock (including 
treasury shares) as of the first day of such fiscal year. Such maximum number of shares shall be 
increased in any fiscal year by the number of shares of Stock available for the grant of Awards 
hereunder in the previous fiscal year or years but not covered by Awards granted hereunder in 
such fiscal year or years since the adoption of the Plan. Notwithstanding any other provision of 
the Plan, in no event shall more than five million (5,000,000) shares of Stock be cumulatively 
available for the issuance of Stock pursuant to ISOs granted under the Plan, or shall more than 
five million (5,000,000) shares of Stock be cumulatively available for grant pursuant to 
Restricted Stock Awards, Unrestricted Stock Awards and Stock Unit Awards. Regardless of 
whether Stock Unit Awards and Stock Appreciation Rights are settled for shares of Stock or 
cash, the number of shares of Stock to which a Stock Unit Award or Stock Appreciation Right 
relates shall be subtracted from the maximum number of shares available for the grant of 
Awards under the Plan. Regardless of whether a Stock Unit Award is settled for shares of Stock 
or cash, the number of shares of Stock to which a Stock Unit Award relates shall be subtracted 
from the cumulative aggregate number of shares available for grant pursuant to Restricted 
Stock Awards, Unrestricted Stock Awards and Stock Unit Awards. Notwithstanding the 
foregoing, any dividend or dividend equivalent paid or credited to an Employee in shares of 
Stock or Stock Units pursuant to Sections 5.3(b) or 5.4(b) below shall not be subtracted from 
the maximum number of shares available for the grant of Awards under the Plan or the 
cumulative aggregate number of shares available for grant pursuant to Restricted Stock 
Awards, Unrestricted Stock Awards and Stock Unit Awards. 

Shares of Stock issued under the Plan shall be subject to the terms, restrictions, conditions 
and contingencies specified in the Plan and to such other terms, restrictions, conditions and 
contingencies as the Committee may provide. Further, shares of Stock subject to Awards that 
expire unexercised or are forfeited, terminated, canceled (in whole or in part), or in any other 
manner are not issued to an Employee (except shares of Stock that are not issued to an 
Employee pursuant to Awards settled in cash in lieu thereof), shall become available 
immediately for the future grant of Awards under the Plan. 
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Section 4 — Eligibility 

Awards may be granted under the Plan only to Employees of the Company or of a 
subsidiary of the Company. The term Employees shall include officers as well as all other 
employees of the Company or of a subsidiary of the Company. Members of the Committee and 
members of the Board of Directors who are not Employees of the Company or of a subsidiary 
of the Company shall not be eligible to participate in the Plan. Awards ma\ be granted to the 
same Employee on more than one occasion. 

Section 5 — Types of Awards 

5.1 Options. 

(a) Definition of Options. An Option is an Award entitling the recipient upon exercise 
of the Option to purchase Stock at a specified price for a specified period of time. Both 
"incentive stock options", as defined in Section 422A of the Internal Revenue Code of 1986. as 
amended (the "Code"), or any successor provision, and Options that are not incentive stock 
options ("Non-Qualified Options"), may be granted under the Plan. Anv Option intended to 
qualify as an incentive stock option is referred to in the Plan as an "ISO". Instruments 
evidencing ISOs shall contain such terms and conditions as are required under applicable 
provisions of the Code. 

(b) Exercise Price. The exercise price of an Option shall be determined bv the Commit-
tee subject to the following rules: 

/•X 1U IhL e*ercise price of a Non-Qualified Option shall not be less than the lesser of 
(i) 50% of the Fair Market Value per share of the Stock on the date the Option is granted 
or (n) the book value per share of the Stock as of the end of the fiscal year of the 
Company immediately preceding the date of such grant 

(2) The exercise price of an ISO shall not be less than 100% of the Fair Market Value 
per share of the Stock on the date the Option is granted 

Kn (C) D"rati°n °ptions• The Committee shall determine the latest date on which an 
b- ^ 3 Il0""Qual 'fied °P t l0n maV be exercised; provided, however, that the latest date on 

which an ISO may be exercised shall be no later than the date that is ten years after the date 
the ISO was granted. 

,  m ( d )  E x e r c i s e  o f  O p t i o n s .  Subject to the applicability of Section 7.3 below an Option shall 
become exercisable at such time or times, and on such conditions, as the Committee may 
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specify. The Committee may at any time accelerate the time at which all or any part of an 
Option may be exercised. 

An Employee electing to exercise an Option shall give written or electronic notice to the 
Company of the election and of the number of shares of Stock that the Employee elects to 
acquire, accompanied by any documents or instruments required by the Company and 
payment in full for the Stock purchased, together with provision for the amount of any taxes 
due in respect of the sale and issue thereof. The Employee shall receive certificates for shares 
of Stock purchased or may elect to receive statements of ownership instead. 

(e) Payment for Stock. Stock purchased by an Employee upon exercise of an Option 
may be paid for in any legal manner so specified by the Committee, including the following 
methods, which may be used in combination if specified by the Committee: 

(1) In cash or by check, bank draft or money order payable to the order of the 

Company. 

(2) Through the delivery of an assignment to the Company of a sufficient amount of 
the proceeds from the sale of the Stock acquired upon exercise to pay for all of the Stock 
acquired upon exercise and an authorization to the broker or selling agent to pay t at 
amount to the Company, which sale shall be by the Employee s direction at the time o 
exercise, provided that such method does not result in a violation of applicable law. This 
method of payment may not be used to purchase shares of Restricted Stock as to whic 
the restrictions, conditions and contingencies have not already lapsed. 

(3) Through the delivery of an amount of previously acquired shares of Stock having 
in the aggregate a Fair Market Value equal to the exercise price, provided that such 
method is consistent with applicable tax laws, policies and eligibility criteria established 
by the Committee. Employees may further apply the Stock acquired upon such exercise to 
satisfy the exercise price for additional Stock. 

(f) Special Rules for ISOs. ISOs shall not be granted to (i) employees of any subsidiary 
of the Company with respect to which the Company does not satisfy the ownership 
requirements set forth in Section 425(f) of the Code, or (ii) officers who are not employees of 
the Company or of any subsidiary of the Company. In addition, the following special rules shall 

apply to ISOs: 
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(1) Consistent with Section 422A of the Code and any associated regulations, notices 
or other official pronouncements of general applicability, to the extent that the aggregate 
Fair Market Value (determined as of the date of grant)of the shares of Stock with respect 
to which ISOs are exercisable for the first time by the holder of an Option during any 
calendar year (under all plans of the Company and its subsidiaries) exceeds $100,000, such 
Option shall not be treated as an ISO. Nothing in this special rule shall be construed as 
limiting the exercisability of any Option unless the Committee provides for a limitation at 
the time of grant. 

(2) An Employee holding an ISO shall agree to notify the Company in writing 
immediately after he or she makes a disqualifying disposition of any Stock acquired 
pursuant to the exercise of an ISO. A "disqualifying disposition" is any disposition 
(including any sale) of Stock before the later of (i) two years after the date the Employee 
was granted the ISO or (ii) one year after the date the Employee acquired Stock by 
exercising the ISO. If the Employee has died before the Stock is sold, these holding period 
requirements do not apply and no disqualifying disposition can occur thereafter. 

(g) Conversion of ISOs. The Committee may in its discretion take such actions as may be 
necessary to convert the holder's outstanding ISOs (or any installments or portions of 
installments thereof) into Non-Qualified Options regardless of whether such holder is an 
Employee at the time of such conversion. At the time of such conversion of an ISO, the 
Committee (with the consent of the holder of the Option) may impose such conditions on the 
exercise of the resulting Non-Qualified Options as it may determine, provided that such 
conditions shall not be inconsistent with the Plan. Nothing in the Plan shall be deemed to give 
any holder of an ISO the right to have ISOs converted into Non-Qualified Options, and no such 
conversion shall occur until and unless the Committee takes appropriate action. The Commit
tee, with the consent of the holder of an outstanding ISO, may also terminate any portion of 
such ISO. 

5.2 Stock Appreciation Rights. 

(a) Description of Stock Appreciation Rights. A "Stock Appreciation Right" is an Award 
entitling the recipient upon exercise of the Right to receive an amount, in cash or Stock, or a 
combination thereof (at the Committees discretion), determined in whole or in part by 
reference to appreciation in the Fair Market Value of the Company's Common Stock. A Stock 
Appreciation Right entitles the Employee to receive, with respect to each share of Stock to 
which the Right relates, the excess of (1) the Fair Market Value of a share of the Company's 
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Common Stock on the date of exercise over (2) the Award price per Right as determined by 
the Committee in accordance with the provisions of Section 5.2(b) below. 

(b) Other Terms and Conditions of Stock Appreciation Rights. Subject to the applicability 
of Section 7.3 below, a Stock Appreciation Right shall become and remain exercisable, at sue 
time or times and subject to such restrictions, conditions and contingencies as the Committee 
may prescribe. Subject to the applicability of Section 7.3 below, the Committee may at any 
time accelerate the time at which all or any part of the Right may I>e exercised The iAward 
price per Right of a Stock Appreciation Right shall not be less than the lesser of (i) 50% of he 
Fair Market Value of a share of the Company's Common Stock on the date the ig «gran e 
or (ii) the book value per share of the Company's Common Stock as of the end of the fiscal 
year of the Company immediately preceding the date of such grant. An Emp oyee e ec ing 
exercise a Stock Appreciation Right must give written or electronic notice to the Company of 
the election, accompanied by any documents or instruments required by t p y, 
together with provision for the amount of any taxes due with respect thereto. 

5.3 Restricted and Unrestricted Stock. 
(a) Definition of Restricted Stock Awards. A "Restricted Stock Award" entitles the 

recipient to acquire shares of Restricted Stock subject to the restrictions against disposition 
and the obligation of resale described in paragraph (c) below and such ot ler res nc ions 
conditions and contingencies as determined by the Committee, for the par value per share of 
the Stock or in the case of shares of Stock delivered from the Company's treasury without 
any payment to the Company, if consistent with applicable state law. The'Committee may 
determine that the price, if any, to be paid by an Employee for the shares of Stock subject to a 
Restricted Stock Award has been satisfied by past services rendered by such Employee 
pursuant to Section 7.12 below. The Committee may provide that such other restrictions, 
conditions and contingencies be related to personal performance^ corporate per ormance or 
any other category of performance deemed by the Committee to be important to the success 
oK Company or any of its subsidiaries. The provisions of Restricted Stock Awards need not 
be tbe same with respect to each recipient of such an Award. 

(b) Rights as a Stockholder. An Employee who receives Restricted Stock pursuant to a 
grant of a Restricted Stock Award and upon payment in full of the par value per share of 
Restricted Stock if required, or pursuant to the exercise of an Option or Stoc pprecia ion 
Right 2 have all the rights of a stockholder with respect to the Restricted Stock, including 
X a^ dMdend rights, subject to tbe restrictions described in paragraph (c) below and 
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any other restrictions, conditions and contingencies imposed by the Committee at the time of 
grant. The Committee may require that dividends be paid in additional shares of Restricted 
Stock or in Stock Units. 

(c) Restrictions and Obligations of Resale. "Restricted Stock" is Stock subject to the 
following restrictions against disposition and obligation of resale to the Company. Restricted 
Stock shall not be sold, transferred, or otherwise disposed of and shall not he pledged or 
otherwise hypothecated, except as provided in the Plan. (Any such sale, transfer or other 
disposition, or any pledge or other hypothecation shall hereinafter be referred to as a 
"disposition".) In the event of the termination of employment for any reason other than the 
reasons specified in Sections 6.1, 6.2, 6.3 and 6.4 below. Restricted Stock shall, except as 
provided in the Plan, be offered for resale to the Company at its original acquisition price or 
forfeited to the Company if no price was paid. 

(d) Lapsing of Restrictions. Subject to the applicability of Section 7.3 below, the 
restrictions against disposition and the obligation of resale to the Company of Restricted Stock 
shall lapse as the Committee shall determine, and such terms shall he incorporated into and be 
made a part of the Award instrument. Subject to the applicability of Section 7.3 below, the 
Committee may at any time accelerate the time at which the restrictions against disposition 
and the obligation of resale to the Company on all or any part of the shares of Restricted Stock 
shall lapse. 

(e) Resale and Forfeiture Mechanics. In the event of a termination of employment for 
any reason other than the reasons specified in Sections 6.1, 6.2, 6.3 and 6.4 below, shares of 
Restricted Stock as to which the restrictions against disposition and the obligation of resale to 
the Company have not lapsed shall be delivered to the Company within 30 days following such 
termination of employment. Within 60 days following a timely delivery of such shares, the 
Company will compensate the Employee (at the original acquisition price, if any) for such 
number of shares as the Company elects to purchase and will return to the Employee any 
shares not so purchased. Any shares of Restricted Stock returned to the Employee will 
thereafter be free of the restrictions against disposition and the obligation of resale to the 
Company under the Plan. Shares of Restricted Stock that are not delivered to the Company 
within 30 days following the termination of employment shall remain subject to the restric
tions against disposition and the obligation of resale to the Company, and such restrictions and 
obligation shall not lapse as otherwise provided in the Plan or in the Award instrument. Shares 
of Restricted Stock represented by statements of ownership shall be deemed to have been 
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delivered to the Company on the date of termination of employment. Nothing in this Section 
5.3 shall require the Company to repurchase Restricted Stock issued under the Plan. 

(f) Notice of Election. Any Employee making an election under Section 83(b) of the 
Code with respect to any share of Restricted Stock must provide a copy thereof to the 
Company within 30 days of the filing of such election with the Internal Revenue Service. 

(g) Other Awards Settled with Restricted Stock. The Committee may, at the time any 
Award described in this Section 5 is granted, provide that any or all of the Stock delivered or 
issuable pursuant to the Award will be Restricted Stock. Any provision for the lapse of the 
restrictions against disposition and the obligation of resale to the Company may apply wit 
respect to Restricted Stock issuable upon settlement of an Award whether or not the Award 
has been settled in whole or in part as of the date of lapse. 

(h) Unrestricted Stock Awards. Subject to the applicability of Section 7 3 below the 
Committee may, in its sole discretion, sell or transfer to any eligible Employee shares ol Stoc 
free of the restrictions against disposition and the obligation of resale to the Company under 
the Plan for the par value per share of the Stock ("Unrestricted Stock Award"), or, in the case 
of shares of Stock delivered from the Company's treasury, without any payment to the 
Company if consistent with applicable state law. The Committee may determine that t e 
price if any, to be paid by an Employee for the shares of Stock subject to an Unrestricted 
Stock Award has been satisfied by past services rendered by such Employee pursuant to 
Section 7.12 below. Any Employee who receives an Unrestricted Stock Award wi ave a e 
rights of a stockholder, including voting and dividend rights. 

5.4 Stock Units. 
(a) Description of Stock Unit Awards. A "Stock Unit Award" entitles the recipient to 

receive, without payment, "Stock Units" in the form of phantom shares of Stock, which are 
valued at the Committee's discretion in whole or in part by reference to, or otherwise based on 
the Fair Market Value of the Company's Common Stock. 

(b) Other Terms and Conditions of Stock Units. Stock Units shall have such other terms 
and conditions as the Committee shall determine and shall be settleable in shares of Stock or 
cash, or any combination thereof, at the discretion of the Committee. Subject to the provisions 
of the Plan, the Committee shall have authority to determine the Employees of the Company 
and its subsidiaries to whom and the time or times at which Stock Unit Awards shall be made 
and all other restrictions, conditions and contingencies of such Awards. The Committee may 
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provide that such restrictions, conditions and contingencies be related to personal perform
ance, corporate performance or any other category of performance deemed by the Committee 
to be important to the success of the Company or any of its subsidiaries. An Employee who 
receives Stock Units may be given rights to dividend equivalents, subject to any conditions 
imposed by the Committee at the time of grant. The Committee may provide that any such 
dividend equivalents be paid in cash, in shares of Stock or in additional Stock Units. The 
provisions of Stock Unit Awards need not be the same with respect to each recipient of such 
an Award. Subject to the applicability of Section 7.3 below, the Committee may at any time 
accelerate the time at which any restrictions, conditions and contingencies on Stock Units 
shall lapse. 

Section 6 — Termination of Employment 

6.1 Death of Employee. 

If an Employee dies while employed by the Company or any subsidiary of the Company, 
or upon the death of an Employee after termination of employment described in Sections 6.2, 
6.3 and 6.4 below, the following rules shall apply: 

(a) Each Option and Stock Appreciation Right held by the Employee immediately 
prior to his or her death shall become fully exercisable and may be exercised only until 
one year after his or her death (whether or not this period ends after expiration of the 
exercise period specified in the Award instrument, except that the exercise period of any 
ISO shall not be extended by this paragraph but rather shall be limited as provided in 
Section 5.1(c) above) by the Employee's executor or administrator, or if not so exercised, 
by the legatees or distributees of his or her estate or by such other person or persons to 
W n°m Ve i™*3 °\ee Si unc^er such Option or Stock Appreciation Right shall pass by 
will or by the applicable laws of descent and distribution. 

(b) Each share of Restricted Stock and each Stock Unit covered by an Award held by 
the Employee immediately prior to his or her death will immediately become free of all 
restrictions, conditions and contingencies thereon. 

6.2 Disability of Employee. 

bv reasTn^h?66!!6^510 ^ empl«yed the Company or any subsidiary of the Company 

Mottg rih;xlXi"manen' ,0 blli,y-aS de,ermined ^ th« C°mmi"ee< ,he 
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(a) Each Option and Stock Appreciation Right held by the Employee when his or 
her employment ends shall become fully exercisable and shall continue to be exercisable 
in accordance with the terms set forth in the Award instrument relating to such Award or 
upon such other terms as shall be determined by the Committee, unless otherwise 
provided in the Award instrument. 

(b) Each share of Restricted Stock and each Stock Unit covered by an Award held by 
the Employee when his or her employment ends will immediately become free of all 
restrictions, conditions and contingencies thereon, unless otherwise provided in the 
Award instrument. 

6.3 Retirement With the Consent of the Company Prior to Age 65. 

If an Employee ceases to be employed by the Company or any subsidiary of the Company 
by reason of his or her retirement with the consent of the Company prior to age 65, as 
determined by the Committee, the Employee's rights with respect to Awards held by him or 
her as of such retirement date shall be as set forth in the Award instrument relating to such 
Award. For purposes of this Section 6.3, "retirement with the consent of the Company prior to 
age 65" shall be retirement prior to age 65 in accordance with policies, rules and eligibility 
criteria established by the Committee, including without limitation, those related to inimical 
conduct and association with a competitor. Retirement, including early retirement, under any 
pension plan of the Company or any subsidiary of the Company shall not by itself constitute 
retirement with the consent of the Company for purposes of the Plan. 

6.4 Termination of Employment at Age 65 or After. 

If an Employee ceases to be employed by the Company or any subsidiary of the Company 
by reason of his or her termination of employment without cause at age 65 or after, then the 
following rules shall apply: 

(a) Each Option and Stock Appreciation Right held by the Employee when his or 
her employment ends shall become fully exercisable and shall continue to be exercisable 
in accordance with the terms set forth in the Award instrument relating to such Award or 
upon such other terms as shall be determined by the Committee, unless otherwise 
provided in the Award instrument. 

(b) Each share of Restricted Stock and each Stock Unit covered by an Award held by 
the Employee when his or her employment ends will immediately become free of all 
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restrictions, conditions and contingencies thereon, unless otherwise provided in the 
Award instrument. 

6.5 Other Termination of Employment. 

If an Employee ceases to be employed by the Company or any subsidiary of the Company 
for any reason other than the reasons specified in Sections 6.1. 6.2, 6.3 and 6.4 above, the 
following rules shall apply: 

(a) Each Option and Stock Appreciation Right held by the Employee that is 
unexercised when his or her employment ends shall expire upon such termination of 
employment, unless otherwise agreed to in writing by the Committee. 

condSn^V1131?; °f ReStr'cted St0<;k held bV the Employee on which all restrictions, 
conditions and contingencies have not lapsed shall be offered for resale to the Company in 

000^0^0  ̂ T™  ̂ T' ̂  St°ck Unit as to which all restrictions, 
.o in 'IASI'L n<" PSed Sha" be f0'fei,ed' °"I«S 0,hemlSe 

6.6 Committee Determinations. 

Any question as to (a) whether there has been a termination nf l /M the 

occurrea a permanent and total disability, or (e) whether them U i nnt 
"with the enncent nftV, ». i n i i wnetner there has occurred a retirement tne consent ot the Company shall be determined bv the •» J J .  
tion of such question shall be final. Committee, and its determina-

Section 7 — General Provisions 

7.1 Term and Amendment. 

Unless earlier terminated by the Board of Directors the Plan I n, rv m 
ber 31 1995 AND NN A,, A U 11 u R J sha" terminate on Decem-, ' laao> and no Awards shall be granted under the Plo„ a , , j A 
however, that Awards payable or requiring exercise 7,1 t ,r S"C ; Prov', 
shall remain navable nr • l l a are 8rantec^ on or before this date 
termination of fcfc Wl,h ,heir respective terms after the 
actions with resoeet to »„ a' d " 'he a,"hori'» °f "* Committee to take 
termination of the Plan. conteinplated herein shall extend beyond 
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The Board of Directors may at any time terminate the Plan or suspend the grant of Awards 
under the Plan. The Board of Directors may at any time amend the Plan or any outstanding 
Award for any lawful purpose; provided, that no amendment, without the approval of the 
Company's stockholders, shall increase the maximum number of shares of Stock that may be 
issued under the Plan or issued in the aggregate pursuant to the certain Awards listed in 
Section 3 above (except as permitted by the last paragraph of Section 3 above and Section 7.9 
below); and provided, further that no amendment, without the approval of the Company's 
stockholders (where such approval is necessary to satisfy then-applicable requirements of 
federal securities laws, the Code or rules of any stock exchange on which the Company's 
Common Stock is listed), shall extend the period during which Awards may be granted under 
the Plan or amend the eligibility provisions of Sections 4 and 5.1(f) above. 

7.2 Non-Transferability of Awards. 
(a) No Award (other than Stock or cash transferred to an Employee under the Plan 

without restrictions) may be transferred other than by will or by the laws of descent and 
distribution, and during an Employee's lifetime an Award requiring exercise may be exercised 
only by him or her (or in the event of incapacity, the person or persons properly appointed to 
act on his or her behalf). 

(b) Notwithstanding anything contained herein to the contrary, in the event an Em
ployee terminates his or her employment and retains Awards pursuant to Sections 6.3 or 6.4 
above to assume a position with a governmental, charitable or educational institution, the 
Committee, in its sole discretion and provided such arrangement is in accordance with 
applicable law, may authorize a third party, including but not limited to a "blind" trust, 
acceptable to the applicable governmental, charitable or educational institution, the Employee 
and the Committee, to act on behalf and for the benefit of such Employee with respect to such 
Awards. 

7.3 Holding Periods. 
Any equity security, as defined in the 1934 Act or the rules and regulations promulgated 

thereunder, offered pursuant to an Award under the Plan may not be sold for at least six 
months after acquisition thereof, and any derivative security, as defined in the 1934 Act or in 
the rules and regulations promulgated thereunder, offered pursuant to an Award under the 
Plan may not be exercised for at least six months after acquisition thereof, except, in either 
case, in the event of the disability or death of the holder thereof. The foregoing provision shall 
apply automatically only to grants of Awards to Employees subject to the provisions of Section 
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7.4 Documentation of Awards. 

to time. The instruments may^TnThV^ b>,tHe Committee from time 
Employee and the Company or certificates letters or sfmT f° exec,lted bM both the 

executed by the Employee but acceptance of whirl U ' mstruments> wbicb »eed not be 
the Award. acceptance ot which w.ll evidence agreement to the terms of 

7.5 Rights as a Stockholder. 

Except as specifically provided bv the Plan rk r 

Employee rights as a stockholder; the Employee wilTobfain n0t 

m'PO!Kl by P>» - *• A—! 'nstn"nent upon " 

7.6 Conditions on Delivery of Stock. 

The Company will not be obligated to deliver anv Stock o , , 
any restrictions from Stock previously delivered ,L !u m t0 PIan or to rem0Ve 

conditions and contingencies of the Award have been satisfied " restricti°nS' 
of the Company's counsel, all applicable federal and 'state removed' fb) in ^ opinion 
complied with and (c) all other legal matters in c ' S regulations have been 
Such ^ kave been approved bf.he cln.p*• <—« »"<> - W'«r »' 

7.7 Tax Withholding. 

The Company will withhold from any cash navmcnr A 
amount sufficient to satisfy all federal, state andIocd withh U f° Awafd u" 
withholding tax requirements"). thholding tax requirements (the 

In the case of an Award pursuant to which Stock ma, U A i-
ave the right to require that the Employee or other annrn • ! ered' the Committee will 

an amount sufficient to satisfy the withholding tax reaLe f PerSOn,remit t0 the ComPany 

satisfactory to the Committee with regard to such ren • m °F 6 °ther arrangementS 

equirements prior to the delivery of the 
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Stock. If and to the extent that withholding is required, the Committee may permit the 
Employee or other appropriate person to elect, at the time and in the manner as the 
Committee provides, to have the Company hold back from the Stock to be delivered, or to 
deliver to the Company, Stock having a value calculated to satisfy the withholding tax 
requirements. 

If at the time an ISO is exercised the Committee determines that the Company could be 
subject to withholding tax requirements with respect to a disposition of the Stock received 
upon exercise, the Committee may require as a condition of exercise that the person exercising 
the ISO agree to give security as the Committee deems adequate to meet the potential liability 
of the Company for the withholding tax requirements and to augment that security from time 
to time in any amount reasonably deemed necessary by the Committee to preserve the 
adequacy of the security. 

7.8 Deferral of Payments. 

The Committee may in its sole discretion, upon the request of an Employee holding an 
Award, defer the date on which any payment of cash or Stock under such an Award shall be 
made. The Committee may also establish rules and procedures for the crediting of interest on 
deferred cash payments and dividends or dividend equivalents for deferred payments denomi
nated in Stock or Stock Units. The Committee shall assure that any deferral complies with 
applicable requirements of the Code. Any deferral, whether requested by the Employee or 
specified in the Award instrument or otherwise by the Committee, may be subject to forfeiture 
in accordance with terms established by the Committee. 

7.9 Adjustments in the Event of Certain Transactions. 

(a) In the event of a stock dividend, stock split or combination of shares, recapitalization 
or other change in the Company's capitalization, or other distribution with respect to holders 
of the Company's Common Stock other than normal cash dividends, the Board of Directors 
shall make appropriate adjustments to the maximum number of shares of Stock that may be 
delivered under the Plan and to the maximum number of shares of Stock that may be issued 
Pursuant to certain Awards as set forth in Section 3 above. 

(b) In any event referred to in paragraph (a) the Board of Directors shall also make any 
aPpropriate adjustments to the number and kind of shares of Stock subject to Awards then 
outstanding or subsequently granted, any exercise or purchase prices relating to Awards and 
any other provisions of Awards affected by such change. The Board of Directors may also make 
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adjustments to take into account material changes in law or in accounting practices or 
principles, mergers, consolidations, acquisitions, dispositions, repurchases or similar corporate 
transactions, or any other event, if it is determined by the Board of Directors that adjustments 
are appropriate to avoid distortion in the operation of the Plan, but no such adjustments other 
than those required by law may adversely affect the rights of any Employee (without the 
Employee's consent) under any Award previously granted. 

(c) Any adjustments made pursuant to paragraphs (a) or (b) with respect to ISOs shall 
be made only after the Board of Directors, after consulting with the Company's counsel, 
determines whether such adjustments would constitute a "modification" of the ISOs (as that 
term is defined in Section 425 of the Code) or would otherwise cause any adverse tax 
consequences for the holders of the ISOs. If the Board of Directors determines that such 
adjustments to be made with respect to ISOs would constitute a modification of the ISOs, it 
may refrain from making such adjustments. 

7.10 Employment Rights. 

Neither the adoption of the Plan nor the grant of Awards shall confer upon any person 
any right to continued employment with the Company or any subsidiary of the Company or 
affect in any way the right of the Company or any subsidiary of the Company to terminate an 
employment relationship at any time. Except as specifically provided by the Committee, the 
Company shall not be liable for the loss of existing or potential profit in Awards granted under 
the Plan in the event of termination of an employment relationship even if the termination is 
in violation of an obligation of the Company or any subsidiary of the Company to the 
Employee. 

7.11 Fair Market Value. 

For purposes of the Plan, "Fair Market Value" of a share of Stock on any date will be the 
average of the high and low selling prices of the Company's Common Stock in the New York 
Stock Exchange Composite Transactions Index as of the last business day for which prices are 
available prior to such date. 

7.12 Past Services as Consideration. 

If, pursuant to an Award under the Plan, an Employee purchases or receives Stock under 
an Award for a price equal to the par value of the Stock, the Committee may determine that 
such price has been satisfied by past services rendered by the Employee 
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7.13 Change in Control. 
(a) In order to maintain Employees' rights in the event of any Change in Control of the 

Company the Board of Directors (as constituted on the date the Award is grantee or as 
constituted immediately prior to the Change in Control) may, in its sole discretion, as to any 
Award, either on the date an Award is granted or any time thereafter, take any one or more o 

the following actions: 

(1) Provide for the acceleration of any time periods relating to the exercise or 
realization of or lapse of restrictions, conditions and contingencies under any Award so 
that the Award may be exercised or realized in full on or before a date fixed by the Board 

of Directors. 

(2) Provide for the purchase of any Award, upon the Employee's request, for an 
amoun of cash equal to the amount that could have been obtained upon the exercise of 
the Award or realization of the Employee's rights thereunder had the Award been 
currently exercisable or payable. 

(3) Make such adjustment to any Award then outstanding as the Board of Directors 
deems appropriate to reflect the Change in Control. 

(4) Cause any Award then outstanding to be assumed or new rights substituted 
therefor, by the acquiring or surviving corporation after the Change in Con i o . 

The Committee may, in its discretion, include further provisions and limitations relating 
to the Change in Control in any Award instrument as it may deem equitable and in the best 

interests of the Company. 

(b) A "Change in Control" is defined to mean any of the following events: 

(1) The acquisition by any person (including a group, within the meaning of 
Sections 13(d)(3) or 14(d)(2) of the 1934 Act), other than the Company or any 
subsidiary of the Company, of beneficial ownership (with,n the meaning of Rule 13d-3 
promulgated under the 1934 Act) of 20% or more of the combined voting power of the 
Company's outstanding voting securities. 

( 2 )  The first purchase under a tender offer or exchange offer, other than an offer by 
the Company or any subsidiary of the Company, pursuant to which shares of the 
Company's Common Stock have been purchased. 
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(3) During any period of two consecutive years, individuals who at the beginning of 
such period constitute the Board of Directors of the Company cease for any reason to 
constitute at least a majority thereof, unless the election or the nomination for election by 
stockholders of the Company of each new Director was approved by a vote of at least two-
thirds of the Directors then still in office who were Directors at the beginning of the 
period. 

(4) Approval by stockholders of the Company of a merger, consolidation, liquidation 
or dissolution of the Company, or the sale of all or substantially all of the assets of the 
Company. 

7.14 Approvals. 

Anything in the Plan to the contrary notwithstanding, the effectiveness of the Plan and of 
the grant of all Awards is subject to, and the Plan and the Awards granted under it shall be of 
no force and effect unless and until, and no Awards granted shall in any way vest or become 
exercisable unless and until the approval of the Plan by the affirmative vote of a majority of the 
shares of the Company's Common Stock present in person or bv proxv and entitled to vote at a 
meeting of stockholders at which the Plan is presented for approval. In the event that such 
approval has not been received on or before August 13, 1991. the Plan and any Awards granted 
shall be null and void and upon the occurrence of the approval, the Plan and the Awards shall 

rffrCtlVn aSfi ,e u1 ^oard of Directors' approval of the Plan. The Company's 
obligation to sell and deliver shares of Stock under the Plan is subject to the approval of any 
governmental authority required in connection with the authorization, issuance or sale of the 

7.15 Successors and Assigns. 

Awar^underth^Pl156 S"CCeSSOrs and assi§ns of an Employee reCeiving an 
executors adm^n'^ r mcluding' W'thf°Ut the estate of any such Employee and the 
executors, administrators or trustees of such estate, and any receiver, trustee in bankruptcy or 
representative of the creditors of any such Employee. 

7.16 1985 Plan. 

—ss > a""'oi,y 10 
the 1985 Plan chill • • i i . ti .. expire. Options granted pursuant tc tne ryoo Plan shall remain exercisable at the times and in ihn m , . . .inr ana in the manner specified in the option 
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agreements relating to the 1985 Plan or in accordance with such other terms and conditions as 
the Committee shall determine. 

7.17 Governing Law. 

The Plan and all determinations made and related actions taken by the Committee, to the 
extent not otherwise governed by the Code or the securities laws of the United States, shall be 
governed by the laws of the Commonwealth of Massachusetts and shall be construed 
accordingly. 

7.18 Definitions. 

As used in the Plan, the following terms shall have the following meanings: 

Section in Which 
jerm Term is Defined 

"Awards" Section 1 
"Change in Control" Section 7.13(b) 
"Code" Section 5.1 (a) 
"Committee" Section 2 
"Company" Section 1 
"Employee" Section 4 
"Fair Market Value" Section 7.11 
"ISO" Section 5.1(a) 
"1985 Plan" Section 3 
"1934 Act" Section 2 
"Non-Qualified Option" Section 5.1 (a) 
"Option" Section 5.1(a) 

Section 1 

"Restricted Stock" Section 5'3(c) 
"Restricted Stock Award" Section 5.3(a) 
"Rule Section 2 

"Stock" Section 3 
"Stock Appreciation Right" Section 5.2(a) 
"Stock Units" Section 5"4<a) 
"Stock Unit Award" Sect|on 5-4(f) 
"Unrestricted Stock Award" Section 5.3(h) 
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EXHIBIT B 

DIGITAL EQUIPMENT CORPORATION 
1990 STOCK OPTION PLAN FOR NONEMPLOYEE DIRECTORS 

Section 1 — Purpose 

The purpose of the 1990 Stock Option Plan for Nonemployee Directors (the "Plan ) is to 
increase the proprietary interest of nonemployee members of the Board o irec ors in 
continued success of Digital Equipment Corporation (the "Company ) an to provi e em 
with an incentive to continue to serve as directors. 

Section 2 — Administration 
The Plan shall be administered by the Compensation and Stock Option Committee of the 

Board of Directors of the Company, or any successor committee thereto. T e ommittee s a 
have responsibility finally and conclusively to interpret the Provisions o e an an o 
decide all questions of fact arising in its 
liable for any action or determination made in good faith with respe 

Section 3 — Type of Options 
J tr, fhe Plan shall be nonstatutory options which are not 

JSTSl ys— or Section 422A of the Intern,. Revenue Code of a, 

amended (the "Code"). 

Section 4 — Eligibility 

Directors of the Contipf who are no, en.lo.es^ 

Sl̂ ee DheNc™rZ whon, stock options are granted shah be a participant ("Parttct-

Pant") under the Plan. 

Section 5 - Stock Available under the Plan f1Annnn . c 
•,A~A in Section 10 below, an aggregate of 100,000 shares ot 

Subject to adjustment as pr avaj]able for issuance pursuant to the provisions of the 
the Company's Common Stoc and unissued shares or may be shares issued and 
Plan. Such shares may be au ^ ^ ^ granted under the Plan shall expire or 
thereafter acquired by the onip . been exercised in whole or in part, the unpurchased 
terminate for any reason without n g 
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shares subject to such option shall again be available for subsequent option grants under the 
Plan. 

Section 6 — Automatic Grant of Options 

(a) Each Nonemployee Director in office at the time the Plan is approved by the 
Company's stockholders pursuant to Section 7.7 hereof shall receive automatically and without 
further action by the Board of Directors or the Committee a grant of an option to purchase 
5,000 shares of Common Stock of the Company in accordance with the provisions of Section 7, 
and subject to adjustment as provided in Section 10. Such grant shall be made as of the date of 
approval of the Plan by the Company's stockholders. 

(b) Each Nonemployee Director who commences his or her service as a director after 
approval of the Plan by the Company's stockholders pursuant to Section 7.7 hereof shall 
receive automatically and without further action by the Board of Directors or the Committee a 
grant of an option to purchase 5,000 shares of Common Stock of the Company in accordance 
with the provisions of Section 7, and subject to adjustment as provided in Section 10. Such 
grant shall be made as of the date of such Nonemployee Director's commencement of service 
as a director of the Company. 

Section 7 — Terms and Conditions of Options 

7.1 Exercise of Options. 

(a) Each option granted under the Plan shall be exercisable at the rate of 20% per year 
commencing on the first anniversary of the date the Participant begins serving as a Director, 
subject to the provisions of Section 9 hereof. Each option granted under the Plan to 
Nonemployee Directors who commenced service as a director prior to the date of stockholder 
approval of the Plan shall be exercisable to the extent of 20% of the shares covered by the 
option for each year of service completed as of such date, subject to the provisions of Section 9 
hereof. 

(b) Notwithstanding the provisions of paragraph (a) above, an option granted to any 
Participant shall become immediately exercisable in full upon the first to occur of: 

(1) The death of any Participant, in which case the option may be exercised by the 
Participant's executor or administrator, or if not so exercised, by the legatees or distribu
tees of his or her estate or by such other person or persons to whom the Participant's 
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rights under the option shall pass by will or by the applicable laws of descent and 

distribution; 
(2) Such time as the Participant ceases to be a director of the Company by reason of 

his or her permanent disability. 

<c> In the event that a Partieipant ceases to be a director of the Company as a result of 
retirement from the Board of Directors at a time when such Participant is eligi e o receiv 
benefiTs under the Company's Retirement Arrangement for Nonmnployee Directors in effect 
as of the effective date of this Plan, such Participant shall retain the option granted to him or 
L under the Plan whether or not it is fully exercisable at the time of such retirement and 
such ODdon if not fully exercisable at the time of such retirement, shall become exercisable in 
accordance with the terms of paragraph (a) above, as if the Participant s service as a director 

had continued. 

(d) the even, that the Participant ceases ot'prf"h-I 

reason other than ip ion  wilMerminate'with respect to the 
f̂.:"ô rrtht oZn  ̂ nor«heC„ exercisablê  a„ rights of the Participant to such 

shares shall terminate without further obligation on the part of the Company. 

M Tn the event that the Participant ceases to be a director of the Company after his or 
her option^has become exercisable in whole or in part, -h opdon shalremain exercisable 
whole or in part, as the case may be, in accordance with the terms he . 

m n tinns eranted under the Plan shall expire ten years from the date on which the 
f /ranted unless terminated earlier in accordance with the Plan; provided, however, 

option 'S grant > t ceases tQ be a Director 0f the Company by reason of death, 
that in the event jn the event that a participant dies after ceasing to be a Director 
including without of disability or retirement, any option granted to such Participant 

Hereundershal^ expire one year from the date of the Participant's death (whether or no, this 
period ends after expiration of the exercise period). 

7.2 Exercise Price. , . , f 
rta prcise orice of an option shall be 100% of the fair market value per share of 

C Stock of the Company on the date the option is granted. For purposes of the P an, 
Common Stock ^ ̂ ^ ̂  mem the average of the high and low 

s^gpncls1of theCompany's Common Stock on the New York Stock Exchange Composite 
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Transactions Index as of the date of grant, or if the date of grant is not a business day, as of the 
last business day for which prices are available prior to the date of grant. 

7.3 Payment of Exercise Price. 

(a) Subject to the terms and conditions of the Plan and the documentation of the options 
pursuant to Section 7.5 hereof, an option granted hereunder shall, to the extent then 
exercisable, be exercisable in whole or in part by giving written notice to the Company stating 
the number of shares with respect to which the option is being exercised, accompanied by 
payment in full for such shares; provided, however, that there shall be no such exercise at any 
one time as to fewer than one hundred (100) shares or all of the remaining shares then 
purchasable by the person or persons exercising the option, if fewer than one hundred (100) 
shares. 

(b) Options granted under the Plan may be paid for by delivery of cash or a check to the 
order of the Company in an amount equal to the exercise price of such options, or by delivery 
to the Company of shares of Common Stock of the Company already owned by the Participant 
having a fair market value equal in amount to the exercise price of the option being exercised, 
provided that such method is consistent with applicable tax laws, or by any combination of 
such methods of payment. 

7.4 Rights as a Stockholder. 

Except as specifically provided by the Plan, the grant of an option will not give a 
Participant rights as a stockholder; the Participant will obtain such rights, subject to any 
limitations imposed by the Plan, upon actual receipt of Common Stock of the Company. 

7.5 Documentation of Option Grants. 

Option grants shall be evidenced by written instruments prescribed by the Committee 
from time to time. The instruments may be in the form of agreements to be executed by both 
the Participant and the Company or certificates, letters or similar instruments, which need not 
be executed by the Participant but acceptance of which will evidence agreement to the terms 
of the grant. 

7.6 Nontransferability of Options. 

No option granted under the Plan shall be assignable or transferable by the Participant to 
whom it is granted, either voluntarily or by operation of law, except by will or the laws of 
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descent and distribution. During the life of the Participant, the option shall be exercisable only 
by such person (or in the event of incapacity, by the person or persons properly appointed to 
act on his or her behalf). 

7.7 Approvals. 

The effectiveness of the Plan and of the grant of all options is subject to (i) the approval 
of the Plan by the affirmative vote of a majority of the shares of the Company s Common Stock 
present in person or by proxy and entitled to vote at a meeting of the stockholders at which 
the Plan is presented for approval and (ii) receipt by the Company of an opinion of counsel or 
the written concurrence of the Staff of the Securities and Exchange Commission with opinions 
as set forth in a no-action letter, related to compliance of the Plan with Rule 16b-3 
promulgated under the Securities Exchange Act of 1934, as amended (the "1934 Act'"), and 
such other matters deemed necessary or appropriate by counsel for the Company. In the event 
that such approval as aforesaid has not been received on or before August 13, 1991, or in the 
event that such opinion or concurrence has not been received on or before August 13, 1991, 
then in either such event the Plan and options granted hereunder shall be null and void, and 
upon the occurrence of both such approval and opinion or concurrence as aforesaid, the Plan 
and such options shall become effective as of the date of the stockholders' approval of the Plan. 
Notwithstanding anything to the contrary in the Plan, no options granted hereunder shall 
become exercisable until such approval and opinion or concurrence have been received. 

The Company's obligation to sell and deliver shares of stock under the Plan is subject to 
the approval of any governmental authority required in connection with the authorization, 
issuance or sale of the stock. 

Section 8 — Regulatory Compliance and Listing 

(a) The issuance or delivery of any shares of stock subject to exercisable options 
hereunder may be postponed by the Committee for such period as may be required to comply 
with any applicable requirements under the Federal securities laws, any applicable listing 
requirements of any national securities exchange or any requirements under any law or 
regulation applicable to the issuance or delivery of such shares. The Company shall not be 
obligated to issue or deliver any such shares if the issuance or delivery thereof would 
constitute a violation of any provision of any law or of any regulation of any governmental 
authority or any national securities exchange. 
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(b) No discretion concerning decisions regarding the Plan shall be afforded to a person 
who is not a "disinterested person" within the meaning of Section 16 of and Rule 16b-3 
promulgated under the 1934 Act. Sections 4 and 6 hereof shall not be amended more than once 
every six months, other than to comport with changes in the Code or the rules thereunder. 
Should any provision of this paragraph require modification or be unnecessary to comply with 
the requirements of Section 16 of and Rule 16b-3 under the 1934 Act, the Committee may 
waive such provision and/or amend this Plan to add to or modify the provisions hereof 
accordingly. 

Section 9 — Holding Periods 

Any option granted under the Plan may not be exercised for at least six months after the 
grant thereof, and the shares of stock that are received upon exercise of any option granted 
under the Plan may not be sold for at least six months after acquisition thereof, except in the 
event of the disability or death of the holder thereof. Should any provision of this paragraph 
require modification or be unnecessary to comply with the requirements of Section 16 of and 
Rule 16b-3 under the 1934 Act, the Committee may waive such provision and/or amend this 
Plan to add to or modify the provisions hereof accordingly. 

Section 10 — Adjustment in Event of Changes in Capitalization 

In the event of a stock dividend, stock split or combination of shares, recapitalization or 
other change in the Company's capitalization, or other distribution with respect to holders of 
the Company's Common Stock other than normal cash dividends, automatic adjustment shall 
be made in the number and kind of shares as to which outstanding options or portions thereof 
then unexercised shall be exercisable and in the available shares set forth in Section 5 hereof, 
to the end that the proportionate interest of the option holder shall be maintained as before 
the occurrence of such event. Such adjustment in outstanding options shall be made without 
change in the total price applicable to the unexercised portion of such options and with a 
corresponding adjustment in the option price per share. Automatic adjustment shall also be 
made in the number and kind of shares subject to options subsequently granted under the 
Plan. 

Section 11 — 2Vo Right to Reelection 

Nothing in the Plan shall be deemed to create any obligation on the part of the Board of 
Directors to nominate any Nonemployee Director for reelection by the Company's stockhold-
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ers, nor confer upon any Nonemployee Director the right to remain a member of the Board of 
Directors for any period of time, or at any particular rate of compensation. 

Section 12 — Amendment and Termination 

(a) Except as provided in section 8(b), the Board of Directors shall have the right to 
amend, modify or terminate the Plan at any time and from time to time; provided, however, 
that unless reouired by law, no such amendment or modification shall (a) affect any right or 
obligation with respect to any grant theretofore made; (b) in any manner affect the 
requirements set forth in Section 8(b) hereof; or (c) unless previously approved by the 
stockholders, increase the number of shares of Common Stock available for grants as provided 
in Section 5 hereof (as adjusted pursuant to Section 10 hereof). In addition, no such 
amendment shall, unless previously approved by the stockholders (where such approval is 
necessary to satisfy then applicable requirements of federal securities laws, the Code or rules 
of any stock exchange on which the Company's Common Stock is listed), (i) in any manner 
affect the eligibility requirements set forth in Section 4 hereof, (ii) increase the number of 
shares of Common Stock subject to any option, (iii) change the purchase price of the shares of 
Common Stock subject to any option, (iv) extend the period during which options may be 
granted under the Plan, or (v) materially increase the benefits to Participants under the Plan. 

(b) Unless earlier terminated by the Board of Directors, the Plan shall terminate on 
December 31, 2000; provided, however, that options which are granted on or before this date 
shall remain exercisable in accordance with their respective terms after the termination of the 

Plan. 

Section 13 — Governing Law 
The Plan shall be governed by and construed in accordance with the laws of the 

Commonwealth of Massachusetts. 
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SDSDDSD 
September 14, 1992 

Dear Fellow Stockholder: 

You are cordially invited to attend our Annual Meeting of Stockholders, which will be 
held this year on Thursday, November 5, 1992, at 11:00 A.M., at the World Trade Center, 
Commonwealth Pier, 164 Northern Avenue, Boston, Massachusetts. 

The notice of meeting and proxy statement which follow describe the business to be 
conducted at the meeting. There will also be a presentation on the current status of our 
business. 

We are very pleased that Thomas P. Gerrity, Dean of the Wharton School of the 
University of Pennsylvania, became a member of our Board on January 23, 1992 and is a 
nominee for election to our Board for the first time. We are also pleased to announce that 
Robert B. Palmer became a member of our Board on July 22, 1992. Mr. Palmer will become 
President and Chief Executive Officer of the Corporation on October 1, 1992. 

Whether or not you plan to attend the meeting in person, it is important that your shares 
be represented and voted. After reading the enclosed Notice of Annual Meeting and Proxy 
Statement, may I urge you to complete, sign, date and return your proxy ballot in the envelope 
provided. If the address on the accompanying material is incorrect, please advise our Investor 
Services Department in writing at 111 Powdermill Road, Maynard, Massachusetts 01754. 

Your vote is important. We will appreciate a prompt return of your signed proxy ballot 
and hope to see you at the meeting. 

For the Board of Directors, 

/</> 
"^KENNETH H. OLSEN 

President and Chief Executive Officer 

DIGITAL EQUIPMENT CORPORATION, 146 MAIN STREET, MAYNARD, MASSACHUSETTS 01754 



DIGITAL EQUIPMENT CORPORATION 

NOTICE OF 1992 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholders of Digital E9uiP™ent 

Corporation, a Massachusetts corporation, will be held on Thursday, November 5, 1 , at 
11:00 A.M., at the World Trade Center, Commonwealth Pier, 164 Northern Avenue, Bos on, 
Massachusetts, for the following purposes: 

1. To elect three members to the Board of Directors to serve for a three-year term as 
Class III Directors. 

2. To ratify the selection of the firm of Coopers & Lybrand as auditors for the fiscal year 
ending July 3, 1993. 

3. To transact such other business as may properly come before the meeting. 

Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 
close of business on September 8, 1992, the record date fixed by the Board of Directors for 

September 14, 1992 

Stockholders are requested to sign the enclosed proxy card and return it promptly in the 
enclosed postage paid envelope to Digital Equipment Corporation, P.O. Box 1006, New o* 
New York 10269. 

such purpose. 

By Order of the Board of Directors, 

es 
in 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of 
Directors of Digital Equipment Corporation (the "Corporation") for use at the 1992 Annual 
Meeting of Stockholders (the "Meeting"). 

An Annual Report to Stockholders, containing financial statements for the fiscal year 
ended June 27, 1992, has been sent to all stockholders entitled to vote. This proxy statement 
and form of proxy were first sent to stockholders on or about the date of the accompanying 
Notice of 1992 Annual Meeting. 

Only stockholders of record as of the close of business on September 8, 1992 will be 
entitled to vote at the Meeting and any adjournments thereof. As of that date, 128,192,214 
shares of Common Stock of the Corporation (excluding treasury shares) were issued and 
outstanding. Each share outstanding as of the record date will be entitled to one vote, and 
stockholders may vote in person or by proxy. Execution of a proxy will not in any way affect a 
stockholder's right to attend the meeting and vote in person. Any stockholder giving a proxy 
has the right to revoke it at any time before it is exercised by written notice to the Clerk of the 
Corporation. In addition, stockholders attending the Meeting may revoke their proxies at that 
time. 

The persons named as attorneys in the proxies are directors of the Corporation. All 
properly executed proxies returned in time to be cast at the Meeting, if no contrary instruction 
is indicated, will be voted as stated below under "Election of Directors." In addition to the 
election of Class III Directors, the stockholders will consider and vote upon a proposal to ratify 
the selection of auditors. Where a choice has been specified on the proxy with respect to this 
matter, the shares represented by the proxy will be voted in accordance with the specification 
and will be voted FOR if no specification is indicated. Directors are elected by a plurality of 
votes cast, and the affirmative vote of a majority of the shares present or represented at the 
Meeting is required for approval of the ratification of the selection of auditors. 

The Corporation knows of no other matter to be presented at the Meeting. If any other 
matter should be presented at the Meeting upon which a vote properly may be taken, shares 
represented by all proxies received by the Corporation will be voted with respect thereto in 
accordance with the judgment of the persons named as attorneys in the proxies. 



ELECTION OF DIRECTORS 

The Board of Directors of the Corporation is divided into three classes. Each class serves 
three years, with the terms of office of the respective classes expiring in successive years. The 
directors in Class I will be nominees for election to three-year terms at the 1993 Annual 
Meeting of Stockholders, and the directors in Class II will be nominees for election to three-
year terms at the 1994 Annual Meeting of Stockholders. 

The present term of office for the directors in Class III ("Class III Directors") expires at 
the Meeting. Messrs. Colby H. Chandler and Arnaud de Vitry were elected at the Annual 
Meeting of Stockholders held November 6, 1989 and are nominees for re-election to three-year 
terms as Class III Directors. Dr. Thomas P. Gerrity is a nominee for election for the first time 
to a three-year term as a Class III Director. If reelected or elected, as the case may be, the 
Class III Director nominees will hold office until the Annual Meeting of Stockholders to be 
held in 1995 and until their successors have been duly elected and have qualified. Shares 
represented by all proxies received by the Board of Directors and not so marked as to withhold 
authority to vote for any individual nominee will be voted (unless one or more nominees are 
unable or unwilling to serve) for the election of all nominees for Class III Directors. The 
Board of Directors knows of no reason why any such nominee should be unable or unwilling to 
serve, but if such should be the case, proxies will be voted for the election of some other 
person or the Board of Directors will fix the number of directors at a lesser number. 

Set forth below is information with respect to each nominee for a Class III Director to be 
elected at the Meeting and for each Class I Director and Class II Director. With the exception 
of Dr. Gerrity and Mr. Palmer, all of the directors were previously elected by the stockholders. 

Nominees to Serve as Directors for a Three-Year Term Expiring at the 1995 Annual 
Meeting (Class III Directors) 

COLBY H. CHANDLER 

Mr. Chandler, age 67, retired as the Chairman of the Board and Chief Executive 
Officer of Eastman Kodak Company ("Kodak") in May 1990. Prior to that time he 
had been Chief Executive Officer, Chairman of the Board and Chairman of the 
Executive Committee of Kodak since July 1983. He assumed the presidency of Kodak 
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in January 1977. Mr. Chandler has been a director of Kodak since 1974. He is also a 
director of Citicorp, Ford Motor Company and J.C. Penney Company, Inc. 
Mr. Chandler has been a director of the Corporation since 1989 and is a member of its 
Audit Committee and Nominating Committee. 

ARNAUD DE VITRY 

Mr. de Vitry, age 66, is an engineering consultant. From 1980 to 1990, Mr. de Vitry 
was Chairman of the Board and Chief Executive Officer of Eureka SICAV, France, an 
investment company. He is a director of Ionics, Incorporated and Schlumberger 
Limited. Mr. de Vitry has been a director of the Corporation since 1957 and is 
Chairman of its Nominating Committee. 

THOMAS P. GERRITY 

Dr. Gerrity, age 51, has served as Dean of the Wharton School of the University of 
Pennsylvania since July 1990. From 1969 to 1989, Dr. Gerrity was chief executive 
officer of Index Group, Inc. ("Index"), an information technology consulting com
pany he founded. In 1988, Index became part of Computer Sciences Corporation 
("CSC") and Dr. Gerrity was subsequently appointed president of CSC s commercial 
professional services group, CSC Consulting. Dr. Gerrity is presently a director of the 
Federal National Mortgage Association and Sun Company, Inc. He was elected a 
director of the Corporation by the Board of Directors on January 23, 1992, and is a 
member of the Corporation's Compensation and Stock Option Committee and 
Nominating Committee. 

Directors Serving a Term Expiring at the 1993 Annual Meeting (Class I Directors) 

PHILIP CALDWELL 

Mr. Caldwell, age 72, has been Senior Managing Director of Shearson Lehman 
Brothers Inc. ("Lehman Brothers") and a director of Shearson Lehman Brothers 
Holdings Inc. since May 1985. He succeeded Mr. Henry Ford II as Chief Executive 
Officer of Ford Motor Company in 1979 and as Chairman in 1980. He retired as 
Chairman and Chief Executive Officer in 1985 and from the Board in 1990. He has 
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served as a director of The Chase Manhattan Corporation and The Chase Manhattan 
Bank, N.A., Federated Department Stores, Inc. and the Kellogg Company, Inc., and 
continues to serve as a director of The Mexico Fund, Inc. and as a trustee of several 
cultural and educational organizations. He has been a director of the Corporation 
since 1980 and is Chairman of its Audit Committee and a member of its Compensation 
and Stock Option Committee. 

WILLIAM H. MCLEAN 

Mr. McLean, age 81, is an engineering consultant. He was formerly the Vice 
President and Dean of Stevens Institute of Technology. He has been a director of the 
Corporation since 1967 and is a member of its Audit Committee and Nominating 
Committee. 

KENNETH H. OLSEN 

Mr. Olsen, age 66, founded Digital Equipment Corporation in 1957 and has served 
since that time as its President and Chief Executive Officer. Mr. Olsen has announced 
that he will retire from this position and resign as a director of the Corporation 
effective October 1, 1992. Mr. Olsen is a director of Ford Motor Company and 
Polaroid Corporation, and has been a director of the Corporation since 1957. 

ROBERT B. PALMER 

Mr. Palmer, age 52, has been elected to succeed Mr. Olsen as President and Chief 
Executive Officer of the Corporation effective October 1, 1992. Mr. Palmer joined the 
Corporation in 1985 and has served as Vice President, Semiconductor and Intercon
nect Technology, and most recently, as Vice President, Manufacturing Logistics and 
Component Engineering. From 1980 to 1985, he was Executive Vice President of 
Semiconductor Operations at Mostek Corporation ("Mostek"), a subsidiary of United 
Technologies Corporation. Mr. Palmer was a founder of Mostek, where he held a 
series of senior management positions prior to its acquisition in 1980 by United 
Technologies. Mr. Palmer was elected a director of the Corporation by the Board of 
Directors on July 22, 1992. 
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Directors Serving a Term Expiring at the 1994 Annual Meeting (Class II Directors) 

VERNON R. ALDEN 

Mr. Alden, age 69, was Chairman of the Board and Executive Committee of The 
Boston Company, Inc., a financial services company, from 1969 to 1978. He was 
President of Ohio University from 1962 to 1969. Mr. Alden is also a director of Augat, 
Inc., Colgate-Palmolive Company, Intermet Corporation, McGraw-Hill, Inc. and 
Sonesta International Hotels Corporation. He is also a trustee of several cultural and 
educational organizations. He has been a director of the Corporation since 1959 and 
is a member of its Compensation and Stock Option Committee and Nominating 
Committee. 

ROBERT R. EVERETT 

Mr. Everett, age 71, is an engineering consultant. He retired as President of the Mitre 
Corporation, a federal contract research center, in 1986. Mr. Everett has been a 
director of the Corporation since 1986. 

THOMAS L. PHILLIPS 

Mr. Phillips, age 68, retired as Chairman of the Board and Chief Executive Officer of 
Raytheon Company ("Raytheon") in March 1991, having served as Chief Executive 
Officer since 1968, and as Chairman of the Board since 1975. He has been a director 
of Raytheon since 1962. Mr. Phillips is also a director of the John Hancock Mutual 
Life Insurance Co., State Street Research and Management Co. and Knight-Ridder, 
Inc. Mr. Phillips has been a director of the Corporation since 1991. He is Chairman 
of the Corporation's Compensation and Stock Option Committee and a member of its 
Nominating Committee. 
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Stock Ownership of Directors 

Shown below is certain information as of August 1, 1992, with respect to beneficial 
ownership of shares of the Corporation's Common Stock by all directors (including the three 
nominees for Class III Directors) individually, and by all officers and directors of the 
Corporation as a group. Unless otherwise indicated, the named person possesses sole voting 
and investment power with respect to the shares. 

Beneficial Owner Shares Beneficially Owned 

KENNETH H. OLSEN 2,569,528(1) 

VERNON R. ALDEN jj 56,064(2) (3) 
PHILIP CALDWELL .< G 2QO (2) 

COLBY H. CHANDLER . 7 000(4) 

ARNAUD DE VITRY 113,260(2) (5) 
ROBERT R. EVERETT F 6,300(2) 
THOMAS P. GERRITY 2 QQQ 

WILLIAM H. MCLEAN 7 400(2) 

ROBERT B. PALMER J 110,144(6) 
THOMAS L. PHILLIPS I 6,000(7) 
All 34 officers and directors as a group, 

including those named above ^ Qjg 178(8) 

(1) deludes; 244,600 shares which Mr. Olsen has the right to acquire by exercise of stock 
options and 2i 554 shares held by a trust for the benefit of Mr. Olsen's wife. Such shares 
represent 2% of the Corporation's issued and outstanding Common Stock, assuming exercise of 
the stock options. Does not include 1,533,000 shares owned by the Stratford Foundation, a 
pnvate charitable foundation of which Mr. Olsen is the founder and a trustee, as to which 
snares Mr. Olsen disclaims beneficial ownership. 

(2) Includes 5,000 shares which the director has the right to acquire by exercise of a stock 
option granted pursuant to the Corporations 1990 Stock Option Plan for Nonemployee 
Directors ( Nonemployee Directors Plan ). 

(3) Includes 22,944 shares held by Mr. Alden's wife, as to which shares Mr. Alden 
disclaims beneficial ownership. 
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(4) Includes 2,000 shares which Mr. Chandler has the right to acquire by exercise of a 
stock option granted pursuant to the Corporation's Nonemployee Directors Plan. 

(5) Includes 104,660 shares indirectly held by Mr. de Vitry's wife, as to which shares 
Mr. de Vitry disclaims beneficial ownership. Does not include 196,400 shares held in trust of 
which Mr. de Vitry is the principal indirect beneficiary, 25,340 shares held in trust of which 
Mr. de Vitry's wife is the principal indirect beneficiary and an additional 260,000 shares held in 
separate trusts of which Mr. de Vitry's two adult daughters are the principal indirect 
beneficiaries. Mr. de Vitry disclaims beneficial ownership of such 481,740 shares. 

(6) Includes 101,300 shares which Mr. Palmer has the right to acquire by exercise of stock 
options and 8,500 shares awarded as restricted stock under the Corporation's 1990 Equity Plan. 

(7) Includes 1,000 shares which Mr. Phillips has the right to acquire by exercise of a stock 
option granted pursuant to the Corporation's Nonemployee Directors Plan. 

(8) Includes 1,248,300 shares which the directors and officers as a group have the right to 
acquire by exercise of stock options granted under the Corporation's stock plans. These 
4,018,178 shares represent approximately 3.1% of the Corporation's issued and outstanding 
Common Stock, assuming exercise of the stock options. 

Each director other than Mr. Olsen owns beneficially less than 1% of the Common Stock. 

Certain Relationships and Related Transactions 

As previously noted, Philip Caldwell is Senior Managing Director of Lehman Brothers, 
one of the Corporation's investment bankers. Lehman Brothers performs financial and 
investment banking services for the Corporation for which it receives usual and customary 
compensation. Mr. Caldwell's son-in-law is a middle management employee of the Corpora
tion and receives the usual and customary compensation for the position he serves. 

In addition to his service as a director, Robert Everett also performs consulting services 
for the Corporation for which he receives reasonable and customary fees. During the fiscal 
year ended June 27, 1992, Mr. Everett received $105,000 for such consulting services. 

Committees of the Board 

The Board of Directors has an Audit Committee, a Compensation and Stock Option 
Committee and a Nominating Committee. 
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The Audit Committee selects the independent auditors to be employed by the Corpora
tion, subject to ratification by the Corporation's stockholders, reviews generally the internal 
and external audit plans and the results thereof, and reviews generally the Corporation's 
internal accounting controls with the internal and external auditors. The members of the 
Audit Committee are Mr. Caldwell, Chairman, and Messrs. Chandler and McLean. 

The Compensation and Stock Option Committee reviews and recommends to the Board 
the compensation of directors and senior management and reviews and recommends to the 
Board the adoption of any compensation plans in which directors and officers are eligible to 
participate. The Committee also administers and interprets the Corporation's stock plans and, 
subject to the provisions of the plans, selects the employees who are to participate in such 
plans and determines the terms of their participation. The members of the Compensation and 
Stock Option Committee are Mr. Phillips, Chairman, and Messrs. Alden, Caldwell and Gerrity. 

On January 23, 1992, the Board of Directors established a Nominating Committee, which 
is responsible for recommending nominees to the Board of Directors. The members of the 
Nominating Committee are Mr. de Vitry, Chairman, and Messrs. Alden, Chandler, Gerrity, 
McLean and Phillips. The Nominating Committee will consider highly qualified candidates 
proposed in writing by stockholders. Stockholders who wish to propose a nomination should 
submit the person's name and background information to the Clerk of the Corporation. 

The Board of Directors held eleven meetings during the fiscal year ended June 27, 1992, 
the Audit Committee met five times, the Compensation and Stock Option Committee met six 
times and the Nominating Committee met one time. All directors attended at least 75% of the 
total number of meetings of the Board and the committees on which they serve. 

ft 
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EXECUTIVE COMPENSATION AND OTHER INFORMATION 

The table below shows all cash compensation for services in all capacities with the 
Corporation and its subsidiaries rendered during the fiscal year ended June 27, 1992, for the 
five most highly compensated executive officers of the Corporation and for all executive 
officers as a group. 

Aggregate Cash 
Name and Capacities in Which Served Compensation 

Kenneth H. Olsen $ 995,018 
President and Director 

John F. Smith $ 655,000 
Senior Vice President 

Winston R. Hindle, Jr $ 455,008 
Senior Vice President 

Martin R. Hoffmann | $ 425,014 
Vice President 

John L. Sims $ 372,992 
Vice President 

All 15 executive officers as a group, including those named above . . $5,772,327(1) (2) (3) 

(1) Other than as set forth below under "Pension Plans, Stock Options and Awards, 
and the stock plan descriptions, with respect to the fiscal year ended June 27, 1992, the 
executive officers of the Corporation received no significant non-cash compensation from the 
Corporation or its subsidiaries. 

(2) Persons who served as executive officers for any part of the fiscal year, and their cash 
compensation for the part of the fiscal year served, are included. 

(3) Does not include separation amounts paid to a former executive officer who resigned 
his position with the Corporation in December 1991 and entered into an agreement with the 
Corporation pursuant to which the former executive officer, among other things, received a 
lump sum payment equal to approximately $830,000 and continued to receive certain fringe, 
insurance and retirement benefits. 

Cash Incentive Program 
On August 20, 1992, the Compensation and Stock Option Committee of the Board of 

Directors approved and adopted a cash incentive program (the Incentive Program ) for 
members of the Corporation's management team and certain other key employees. The 
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objective of the Incentive Program is to motivate and reward outstanding employees for the 
accomplishment of annual progress towards long-term corporate performance goals. 

Performance objectives under the Incentive Program will be established on an annual 
basis at the beginning of the fiscal year for which performance is measured. Payouts under the 
Incentive Program will be made after the close of the applicable fiscal year. 

For fiscal 1993, cash incentive awards for certain executive officers and other members of 
senior management under the Incentive Program will be directly related to the achievement of 
corporate-wide financial performance objectives and performance targets established for their 
individual areas of responsibility. For other participants, cash incentive awards will be made at 
the discretion of management, based upon the participants' performance measured against 
performance goals established for each individual. For all participants, if minimum corporate 
financial performance objectives are not met, the Corporation will not make any awards under 
the Incentive Program. 

As the Incentive Program was not in effect for fiscal year 1992, no payments were made 
under the Incentive Program to any executive officers during the Corporation's past fiscal year. 

Compensation of Directors 

Each director who is not also an employee of the Corporation received a retainer of 
$25,000 (or ratable portion thereof) for his services during the fiscal year ended June 27, 1992, 
plus $1,000 for each Board meeting and each committee meeting attended. Directors are also 
reimbursed for out-of-pocket expenses incurred in attending Board and committee meetings. 

Directors may defer all or any part of their retainer or meeting fees pursuant to a deferred 
compensation plan, amended and restated in May 1987 and further amended in April 1991. 
Pursuant to the plan, nonemployee directors of the Corporation may elect to defer receipt of 
all or a specified portion of their compensation in the form of cash, with an interest rate 
related to Treasury bills, or in the form of units, the value of each unit initially being equal to 
the fair market value of one share of the Common Stock of the Corporation on the date the 
compensation being deferred would otherwise be payable. The plan provides that compensa
tion deferred under the plan, whether in the form of cash or units, will be paid out in cash 
after termination of service as a director. Directors may elect that compensation so deferred 
be paid out in a lump sum or in up to ten annual installments. Payment of compensation 
deferred under the plan commences in January of the year following the year in which service 
as a director terminates. 
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Pursuant to a retirement plan for nonemployee directors adopted in May 1987, each 
nonemployee director of the Corporation on the date of adoption of the plan, and every other 
nonemployee director who is 70 years of age or older and who has completed at least five years 
of service on the Board, is entitled upon termination of service to an annualized benefit for life 
which is equal to the annual retainer for nonemployee directors in effect on the date of 
termination of service. The plan also provides for coordinated disability benefits for all 
nonemployee directors equal to the annual retainer in effect on the date of total disability. 

Each nonemployee director of the Corporation also participates in the 1990 Stock Option 
Plan for Nonemployee Directors ("Nonemployee Directors Plan"), which provides for a one
time grant of an option to purchase 5,000 shares of the Corporation's Common Stock at 100% of 
the fair market value of the stock on the date of grant. Eligibility for and the grant of options 
under the Nonemployee Directors Plan is automatic in nature, occurring as of the date of 
commencement of service as a nonemployee director. The options become exercisable at the 
rate of 20% per year beginning on the first anniversary of the date the director begins service, 
with credit given for all past service by directors who were serving as of the date of approval of 
the Nonemployee Directors Plan. The options expire ten years from the date of grant, unless 
terminated earlier in accordance with the terms of the Plan. The Nonemployee Directors Plan 
authorizes the issuance of a maximum of 100,000 shares of Common Stock, and will terminate 
on December 31, 2000. 

Pension Plans 

The Corporation and its subsidiaries have pension plans covering substantially all of their 
employees. 

Benefits under the Corporation's defined benefit pension plan (the "Pension Plan") for its 
U.S. employees are based upon the employee's earnings during service with the Corporation 
and are payable after retirement in the form of annuities or lump sum benefits. The annual 
amount payable upon retirement at age 65 is in general 1.5% of the aggregate amount of the 
participant's compensation earned on and after July 1, 1989. Those persons who were active 
participants on July 1, 1989, or who later become active participants credited with prior 
service, are also eligible to receive 1.5% of the average of the participant's annual compensa
tion between July 1, 1984 and July 1, 1989, multiplied by the number of years of accredited 
service prior to July 1, 1989. For purposes of calculating a participant's pension benefit, annual 
compensation for plan years commencing after December 31, 1988 is limited to $200,000, 
subject to adjustment to reflect cost of living increases. A participant's annual pension may 
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not exceed the lesser of the maximum allowable dollar limit, or 100% of the participant's 
average compensation for the participant's three highest paid consecutive years of service with 
the Corporation. 

The Digital Equipment Corporation Restoration Pension Plan (the "Restoration Plan"), 
adopted effective as of May 1, 1992, compensates the Corporation's employees for reductions 
in the benefits calculated under the Pension Plan due to legislative and regulatory limitations. 
The Restoration Plan provides additional retirement compensation equal to the difference 
between the benefit a participant would receive under the Pension Plan without the legislative 
and regulatory limitations and the benefit actually payable to the participant under the 
Pension Plan. 

Employees outside the United States are covered by different pension plans varying from 
country to country. 

Estimated annual retirement benefits at age 65 based on projected or, in the case of 
Mr. Olsen, actual eligible compensation for the following individuals would be: Mr. Olsen, 
$439,303; Mr. Smith, $311,704; Mr. Hindle, $209,271; Mr. Hoffmann, $43,298 and Mr. Sims, 
$103,830. 

Stock Options and Awards 

The following table shows as to certain named executive officers, and as to all current 
executive officers as a group including the named executive officers: (i) the number of shares 
of the Corporation's Common Stock for which options were granted under the Corporation s 
1990 Equity Plan on and between June 30, 1991 and June 27, 1992; (ii) the average per share 
option exercise price thereof and the average per share market price of the Corporation s 
Common Stock on the dates of grant thereof; (iii) the net value of shares acquired on and 
between June 30, 1991 and June 27, 1992 upon the exercise of options granted during the 
period or prior thereto; and (iv) the number of shares of the Corporation's Common Stock 
awarded as restricted stock under the 1990 Equity Plan on and between June 30, 1991 and 
June 27, 1992. The Corporation has not awarded stock appreciation rights under its stock 
plans. 
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All 15 
Executive 
Officers 

e. r iru ip W.R. M.R. J.L. as a 

Common Stock Olsen Smith Hindle Hoffmann Sims GroupUJ 

Options Granted 6/30/91 
through 6/27/92(2)(3) 

Number of shares 130,000 100,000 20,000 30,000 40,000 563,000 

A;TcgeePerSh"eeXerC!Se.^. $55.75 $55.75 $55.75 $55.75 $55.75 $55.77 

AdSeofgrr*r.e.PrlCe0n... $55.75 $55.75 $55.75 $55.75 $55.75 $55.77 

Options Exercised 6/30/91 
through 6/27/92 

Number of shares -0- -0- •• » 3,880 24,220 

N7xereber(4)iZedUPOn -0- -0- -0- $143,985 $545,003 

Restricted Stock Awarded 
6/30/91 through 6/27/92(5) 

Number of shares -0- -0- -0- ® 27,050 

(1) Information is shown for all persons who were executive officers of the Corporation 
at any time during the fiscal year ended June 27, 1992. 

(2) Of the 563,000 shares of Common Stock for which stock options were granted to all 
executive officers as a group in fiscal year 1992, 560,000 shares (and all shares designated or 
the named executive officers) were subject to performance options with terms of five years 
and 90 days. The options vest at a rate of 20% per year, but may not be exercised unless t e 
Corporation's stock price averages at least $100 over 90 consecutive trading days. The options 
expire upon termination of employment with the Corporation. As Mr. Olsen has announce 
his retirement from the Corporation effective October 1, 1992, as of such date, his performance 
option will expire. 

(3) In July 1992, restricted stock options were granted to executive officers and other 
employees under the Corporation's 1990 Equity Plan. Such options are exercisable in full on 
the date of grant, but shares purchased are subject to restrictions against disposition an 
repurchase at the option of the Corporation at the exercise price, unless such restrictions ave 
lapsed. Such restrictions lapse over the life of the grant or such shorter period as may e 
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specified by the Compensation and Stock Option Committee of the Board of Directors, 
whether or not the option has been exercised. See "Description of the 1990 Equity Plan. 
Such options were granted to the named executive officers as follows: Mr. Smith, 25,000 shares, 
Mr. Hindle, 5,000 shares; Mr. Hoffmann, 8,000 shares and Mr. Sims, 10,000 shares. Restricted 
stock options for 175,500 shares were granted to all executive officers as a group. 

(4) The net value realized upon exercise of options is the difference between the market 
value of the shares received upon exercise and the exercise price thereof. 

(5) Awards of restricted stock were made under the Corporation's 1990 Equity Plan, 
subject to restrictions against disposition and an obligation to forfeit the shares if the officer s 
employment with the Corporation terminates prior to the time the restrictions lapse. Such 
restrictions lapse over periods of six months to five years. See "Description of the 1990 Equity 
Plan." 

On September 8, 1992, the closing price of the Corporation's Common Stock on the New 
York Stock Exchange was $35.63. 

Stock Plans 
The Corporation has adopted several stock incentive plans to attract and retain employ

ees, as more specifically described below. 

Description of the 1990 Equity Plan 
In 1990, the Board of Directors and the stockholders adopted the 1990 Equity Plan (the 

"Equity Plan"), which is the Corporation's principal equity incentive plan for employees of 
the Corporation and its subsidiaries. As of August 1, 1992, approximately 11,950 employees 
were participating in the Equity Plan. The Equity Plan is administered by the Compensation 
and Stock Option Committee of the Board of Directors (the "Committee"), and authorizes the 
grant of awards through December 31, 1995. 

Employees, including officers, of the Corporation or any of its subsidiaries are eligible to 
receive awards under the Equity Plan. Directors who are also employees are eligible to 
receive awards if they are not members of the Committee. Awards may be granted to the same 
employee on more than one occasion. 

The maximum number of shares of the Corporation's Common Stock available for grants 
of awards under the Equity Plan at its date of adoption for use during the fiscal year ended 
June 29, 1991 was 5,673,660. Subject to adjustment for stock dividends, stock splits and similar 
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events, the maximum number of shares of the Corporation's Common Stock available for 
grants of awards for each fiscal year subsequent to the fiscal year ended June 29, 1991, but 
prior to the beginning of the fiscal year commencing on June 29 1996 is 1.5% °f the 'ssued 

shares of the Corporation's Common Stock (including treasury shares) as of the first day of 
such fiscal year. As of June 28, 1992, 1.5% of the issued shares of the Corporation s Common 
Stock equaled 1,950,123 shares. 

All shares of Common Stock available for grants of awards in any fiscal year (or portion 
thereof) that are not used for the grant of awards in such fiscal year are avai a e or use in 
subsequent years. Shares subject to any unexercised or undistributed portion of any 
terminated expired or forfeited award also are available for further award under e qui y 
Plan. Notwithstanding the foregoing, the total number of shares that ma>, be delivered 
pursuant to the exercise of ISOs (as defined below) granted under the Equ ty Pla"^an 

exceed 5 000 000 shares and the total number of shares that are cumulatively available for 
Restricted Stock Awards, Unrestricted Stock Awards and Stock Unit Awards (all as defined 
below) cannot exceed 5,000,000 shares. 

The Equity Plan permits the grant of stock options that qualify as incentive stock options 
("ISOs") under the Internal Revenue Code of 1986, as amended (the Co e ), an op ions 
that do not so qualify ("NQOs"). The exercise price of each option is determined by the 
Committee, but in the case of ISOs, cannot be less than the fair market value ofAhe> stocl on 
the date of grant, and in the case of NQOs cannot be less than the lesser ( ) . o 
market value of the Common Stock on the date of grant or (ii) the book va ue per s are as o 
the end of the fiscal year immediately preceding the date of grant. 

The Committee determines at what time or times options may be exercised and the 
manner of payment for the options, the term of each option (except t at in e; case^o ^ 
the term may not exceed ten years) and the restrictions if any, "p,™ 
shares of Common Stock subject to options. NQOs have been granted unde the Equ ty Plan^ 
with a restriction against disposition of the shares and a requirement to offerAhem for^resale to 
the Corporation at their purchase price upon termination of employment The restriction 
against disposition and obligation of resale lapse from time to tome sis to poi° ^QOs 
(whether or not the option has been exercised), as determined by • Q 
granted to U S employees generally are exercisable immediately and on y w 1 e e o e 
fmlld by lh. Co^oJon or a subsidiary or after retirement with the consent of the 
Corporation, and terminate not more than 10 years and 90 days from t e ate o gran , er 



' -

performance NQOs have also been granted to certain members of senior management. For a 
description of these NQOs, see Note 2 to the stock option table on page 13. 

The Committee may also award shares of Common Stock subject to restrictions ( Re
stricted Stock Awards") under the Equity Plan, as well as shares of Common Stock which are 
free from any restrictions ("Unrestricted Stock Awards ). Restricted Stock Awards entitle the 
recipient to acquire shares of restricted stock subject to restrictions against disposition and an 
obligation of resale to the Corporation and such other restrictions, conditions and contingen
cies as determined by the Committee. The Committee may provide that the Common Stock 
deliverable or issuable pursuant to any award (including options) granted under the Equity 
Plan will be restricted. 

The Equity Plan also authorizes the grant of stock appreciation rights ("SARs"), either 
separately from, in combination with, or in tandem with other awards granted under the Plan. 
Upon exercise, the holder of an SAR is entitled to receive with respect to each share of 
Common Stock to which the SAR relates, an amount, in cash or restricted or unrestricted 
Common Stock, or a combination thereof (at the Committee's discretion) equal to the excess 
of the fair market value per share of the Corporation s Common Stock on the date of exercise 
over the award price per SAR. The award price is determined by the Committee and cannot 
be less than the minimum exercise price for NQOs described above. 

The Equity Plan also authorizes the grant of awards which entitle the recipient to receive, 
without payment, stock units in the form of phantom shares of stock (' Stock Units ). The 
Stock Units are valued at the Committee's discretion in whole or in part by reference to the 
fair market value of the Corporation's Common Stock and are payable in shares of Common 
Stock or cash, or any combination thereof, at the discretion of the Committee. The Committee 
may also determine the terms and conditions applicable to Stock Units, including any 
restrictions, conditions or contingencies, which may be related to personal, corporate or other 
categories of performance. 

The Board of Directors may at any time terminate the Equity Plan or suspend the grant of 
awards under the Equity Plan. The Board may amend the Equity Plan or any outstanding 
award at any time for any lawful purpose, provided that no amendment, without the approval 
of the Corporation's stockholders, can increase the maximum number of shares that may be 
issued under the Equity Plan or issued in the aggregate pursuant to certain kinds of awards, 
and no amendment, without stockholder approval (where such approval would be necessary 
to satisfy applicable securities or tax law or stock exchange rules), can extend the period 
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during which awards may be granted or change the group of persons eligible to receive awards 

under the Equity Plan. 

As of August 1, 1992, under the Equity Plan, 953,970 shares of restricted stock had been 
awarded, no options granted had been exercised and options for 6,085 635 shares (inc u ing 
ontions granted in July 1992), at an average exercise price per share ot $61.15 were 
outstanding with expiration dates ranging from June 3, 2001 to October 20 2002 t t e 
beginning of fiscal year 1993, the total number of shares available under the Equity Plan 
grant of awards during the fiscal year was 3,721,621. 

Description of the 1985 Restricted Stock Option Plan 

In 1985 the Board of Directors and the stockholders adopted the 1985 Restricted Stock 
Option Plan (the "1985 Plan"). The authority to grant additional options under the 1985 P an 
expired upon the adoption by the stockholders of the Equity Plan in November 9 . 

The 1985 Plan authorized the grant of non-transferable options to purchase the Corpora
tion's Common Stock to key employees of the Corporation and its subsidiaries (including 
officers) and consultants, coupled with a prohibition against disposition of such s ares an a 
requirement to offer such shares for resale to the Corporation at their purchase price upon 
termination of employment. The restriction against disposition and obligation of resale lapse 
from time to time as to portions of the grant (whether or not the option has been exercise ), 
as determined by the Board of Directors or the Committee, which administers and interprets 
the 1985 Plan. Options granted to U.S. employees generally are current y exercisa e, are 
exercisable only while the holder is employed by the Corporation or a subsidiary or after 
retirement with the consent of the Corporation (unless otherwise agreed by the p 
and terminate not more than 10 years and 90 days from the date of grant. 

Subject to the terms of the 1985 Plan, the Committee had authority to select the 
employees to whom options were granted, to determine the number of shares su ject to sue 
options, the time or times when options were to be granted, the rate and t:ime <of lapse of 
restrictions, and other terms. The exercise price of options granted under e . an w 
specified by the Board of Directors, and was in no event less than the lower of (I) c 
fair market value per share at the date of grant or (ii) the book value per share as o t e en o 
the Corporation's fiscal year immediately preceding the grant date. 
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Options granted under the 1985 Plan are non-statutory stock options and are taxed in 
accordance with Section 83 of the Code, and the regulations issued thereunder Optta," 
granted under the 1985 Plan do no, gualify as "incentive stock options" under Code 

s c b w s s s s s t  *"*•••• 

Description of the 1976 Restricted Stock Option Plan 

Option Flan (the^Wfi PI ^'wri!8 a"d the stockholders adopted the 1976 Restricted Stock 
expired upon the I • I iJ additional options under the 1976 Plan 
and con^Uon of the q^ P^ St0ck.holders°f 1985 Plan in November 1985. The terms 
ana conditions of the 1976 Plan are substantially the same as the 1985 Plan. 

a t  a n t l t t e r c i ' 9 9 2 - 8 % ? i h a d  b e e "  e x e r c i s e d  t h e  P l a n  
exercise price ner cU rf/6 "d °Pti°nS for 4'863'306 shares at an average 

August 22, 1992 to December 22, 199^ °UtStandmg with expiration dates ranging from 

Description of the 1968 Employee Stock Purchase Plan 

In 1968 the Board of Directors and the stockholders arlnnted io«c c i c* u Purchase Plan Irh^ "Frvxrvi m »\ c l 'oers aaopted the 1968 Employee Stock 

Its partfci^ o^bsf :̂r:,phtn ,LfrdTrer,rrr cT'o> T of "r, cA—'r" 
approximately 63,280 employees were eligible to participated thV IA 
approximately 33,510 employees were participating. the Employee Plan, and 

Stock ^ThTEmDlo^ee °f a of 33,500,000 shares of Common • ine employee Plan permits employees to nnreUcu u r i ^ , 
Common Stock twice yearly through accumulated payroll ded,mt reS • Corporat'°"S 

of regular base pay. The six-month periods June 1 L November * 777/1 
are the payment periods ("Payment Period") during wh7hn ?!A 7 ^  1  t 0  M a y  3 1  

lated under the Employee Plan. The price at which shares are n h ^ 
85% of the fair market value of the stock on the first or last b.1T "an amount equal to 
month Payment Period, whichever is lower. buS,ness day of the aPPIicabIe s,x" 
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The Board of Directors may terminate or amend the Employee Plan, provided that no 
amendment shall, without stockholder approval, increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 

During the period June 30, 1991 through June 27, 1992, executive officers of the 
Corporation purchased shares under the Employee Plan as follows: Mr. Sims, 488 shares; and 
all executive officers as a group, 2,868 shares. 

At August 1, 1992, 26,867,943 shares had been purchased by employees under the 
Employee Plan and 6,632,057 shares remained available. 

Description of the 1981 International Employee Stock Purchase Plan 

In 1981 the Board of Directors and the stockholders adopted the 1981 International 
Employee Stock Purchase Plan (the "International Plan"). A total of 5,900,000 shares of 
Common Stock in the aggregate may be sold under the International Plan. At August 1, 1992, 
approximately 38,400 employees were eligible to participate in the International Plan, and 
approximately 15,630 employees were participating. 

The provisions of the International Plan are substantially the same as the Employee Plan 
described above. The International Plan was adopted in order to extend the benefits of the 
Employee Plan to employees (other than directors of the Corporation) of selected non-U.S. 
subsidiaries of the Corporation or branches thereof. The International Plan is not intended to 
be a tax qualified plan under the Code. 

The Board of Directors may terminate or amend the International Plan, provided that no 
amendment shall, without stockholder approval, increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 

During the period June 30, 1991 through June 27, 1992, none of the executive officers 
named on page 9 purchased shares under the International Plan, and all executive officers as a 
group purchased a total of 1,762 shares. 

At August 1, 1992, 3,555,697 shares had been purchased under the International Plan and 
2,344,303 shares remained available. 
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RATIFICATION OF SELECTION OF AUDITORS 

The Audit Committee of the Board of Directors has selected the firm of Coopers & 
Lybrand, independent accountants, to serve as auditors for the fiscal year ending July 3, 1993, 
subject to ratification by the stockholders. Coopers & Lybrand has served as the Corporation's 
auditors since the organization of the Corporation. 

The Board of Directors recommends a vote FOR ratification of this selection. 

It is expected that a member of the firm of Coopers & Lybrand will be present at the 
Meeting, will have an opportunity to make a statement if so desired and will be available to 
respond to appropriate questions. 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to 
soliciting stockholders through its regular employees, the Corporation may request banks and 
brokers to solicit customers of theirs who have shares of Common Stock of the Corporation 
registered in the name of a nominee. The Corporation will reimburse such banks and brokers 
for their reasonable out-of-pocket costs, at the rates suggested by the New York Stock 
Exchange. Solicitation by officers and employees of the Corporation may also be made of 
some stockholders in person, or by mail, telephone or telegraph, following the original 
solicitation. Georgeson & Company Inc., New York, New York, has been retained by the 
Corporation to assist with the solicitation of proxies at a cost to the Corporation estimated not 
to exceed $15,000. 

STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

Proposals of stockholders intended for inclusion in the proxy statement to be mailed to all 
stockholders entitled to vote at the 1992 Annual Meeting of Stockholders of the Corporation 
must be received at the Corporation's principal executive offices not later than May 17, 1993. 
In order to curtail controversy as to the date on which a proposal was received by the 
Corporation, proponents should submit their proposals by Certified Mail — Return Receipt 
Requested. 

September 14, 1992 
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Dear Fellow Stockholder: September 14, 1993 
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Corporation, will become a member of™' R T^" Chief Executive Officer of NYNEX 
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For the Board of Directors, 

ROBERT B. PALMER 
President and Chief Executive Officer 

DIGITAL EQUIPMENT CORPORATION, 146 MAIN STREET, MAYNARD, MASSACHUSETTS 01754 
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DIGITAL EQUIPMENT CORPORATION 
NOTICE OF 1993 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 
Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment 

Corporation, a Massachusetts corporation, will be held on Thursday, November 4, 1993, at 
11:00 A.M., at the World Trade Center, Commonwealth Pier, 164 Northern Avenue, Boston, 
Massachusetts, for the following purposes: 

1. To elect three members to the Board of Directors to serve for a three-year term as 
Class I Directors. 

2. To approve an amendment to the 1968 Employee Stock Purchase Plan to increase the 
number of shares subject thereto by 5,300,000 shares. 

3. To approve an amendment to the 1981 International Employee Stock Purchase Plan to 
increase the number of shares subject thereto by 4,200,000 shares. 

4. To approve an amendment to the Corporation's Restated Articles of Organization to 
authorize the issuance of preferred stock. 

5. To ratify the selection of the firm of Coopers & Lybrand as auditors for the fiscal year 
ending July 2, 1994. 

6. To transact such other business as may properly come before the meeting. 
Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 

close of business on September 7, 1993, the record date fixed by the Board of Directors for 
such purpose. 

By Order of the Board of Directors, 

*L. 
/ n.A I T  S MA N N .  Clerk GAIL S. MANN, Clerk 

September 14, 1993 

Stockholders are requested to sign the enclosed proxy card and return it promptly in the 
enclosed postage paid envelope to Digital Equipment Corporation, P.O. Box 1006, New York, 
New York 10269. 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of 
Directors of Digital Equipment Corporation (the "Corporation") for use at the 1993 Annual 
Meeting of Stockholders (the "Meeting"). 

A fTl?e,P°rt, t0 StockhoIders. containing financial statements for the fiscal year 
ended July 3,1993, has been sent to all stockholders entitled to vote. This proxy statement and 
o ™99°3 S'°Ckh°lderS °n ab°U' 'he  ̂°f 'he N°«~ 

stockholders of record as of the close of business on September 7, 1993 will be 
share! ef°r>VOte at tJ?e Veerin,g a"d any adJournments thereof. As of that date, 135,009,330 
outstandin^TT11!, ° j Corporation (excluding treasury shares) were issued and 
ZTuu8' Share outstanding a* of the record date will be entitled to one vote, and 
stockh!]/1? ma^ VOte in pe,rs°n or hy Proxy- Execution of a proxy will not in any way affect a 
hac ik • ? S Flg \° attend the meeting and vote in person. Any stockholder giving a proxy 

e right to revoke it at any time before it is exercised by written notice to the Clerk of the 
timT0^1011 ^ addition' stockholders attending the Meeting may revoke their proxies at that 

r®Presentation in person or by proxy of at least a majority of the outstanding shares of 
tran^t" fi entltled to vote at the meeting is necessary to constitute a quorum for the 
and krnk°n<? V°teS withheld from any nominee for election as director, abstentions 
Drp„^ 6r --votes" are counted as present or represented for purposes of determining the 
holding ab*ence of a Quorum for the meeting. A "non-vote" occurs when a nominee 

l u 3 beneficial owner votes on one proposal, but does not vote on another 
voting53 6Cause'resPect of such other proposal, the nominee does not have discretionary 
svstcm PjWer.and bas not received instructions from the beneficial owner. An automated 
each 3, mimfered by the Corporation's solicitation agent tabulates the votes. The vote on 
numr ® mitted to stockholders is tabulated separately. Abstentions are included in the 

, 6r 0 sYares present or represented and voting on each matter. Broker "non-votes" are 
nor so included. 



The persons named as attorneys in the proxies are directors and/or officers of th 
Corporation. All properly executed proxies returned in time to be cast at the Meeting, if n 
contrary instruction is indicated, will be voted as stated below under "Election of Directors. 
In addition to the election of Class I Directors, the stockholders will consider and vote upo 
proposals to (i) approve an amendment to the 1968 Employee Stock Purchase Plan to increas 
the number of shares available for issuance thereunder, (ii) approve an amendment to th 
1981 International Employee Stock Purchase Plan to increase the number of shares availabl 
for issuance thereunder; (iii) approve an amendment to the Corporation's Restated Articles c 
Organization to authorize the issuance of preferred stock and (iv) ratify the selection c 
auditors. Where a choice has been specified on the proxy with respect to these matters, th 
shares represented by the proxy will be voted in accordance with the specification and will b 
voted FOR if no specification is indicated. Directors are elected by a plurality of votes cast, th 
affirmative vote of two-thirds of the outstanding shares of Common Stock of the Corporation i 
require or approva o the amendment to the Restated Articles of Organization and th< 
a rmative vote o a majority of the shares present or represented at the meeting and voting 01 
such matter is required for approval of the other matters. 

The Corporation knows of no other matter to be presented at the Meeting. If any othe 
matter should be presented at the Meeting upon which a vote properly may be taken, share 
represented by all proxies received by the Corporation will be voted with respect thereto ii 
accordance with the judgment of the persons named as attorneys in the proxies. 

ELECTION OF DIRECTORS 

thrJhl Board Directors of the Corporation is divided into three classes. Each class serve: 
three years, with the terms of office of the respective classes expiring in successive years. Th< 

M êt Th U A TTeeS f°r 6leCti0n t0 ^ree-year terms at the 1994 Annua 
Meeting of St°fkh°Wers and the directors in Class III will be nominees for election to three 
year terms at the 1995 Annual Meeting of Stockholders. 

Meew PphS1nt rZ °fn ffice ¥ the direcjors in Cla*s I ("Class I Directors") expires at the 
Meeting. Ph.hp Caldwell was last elected at the Annual Meeting of Stockholders helc 

Robert Brp«l 11 a nTinel nre-*leCtion to a three-year term as a Class I Director 
elected fo the R T i ^ 22> 1992 and Kathleen F. Feldstein wai 
for the fir,t t t •! Mr Palmer and Dr. Feldstein are nominees for electior 
for the first time to a three-year term as Class I Directors. If re-elected or elected, as the case 
may be, the Class Director nominees will hold office until the Annual Meeting of Stockhold-
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ic ers to be held in 1996 and until their successors have been duly elected and have qualified. 
>o Shares represented by all proxies received by the Board of Directors and not so marked as to 

withhold authority to vote for any individual nominee will be voted (unless one or more 
>n nominees are unable or unwilling to serve) for the election of all nominees for Class I 
se Directors. The Board of Directors knows of no reason why any such nominee should be unable 

or unwilling to serve, but if such should be the case, proxies will be voted for the election of 
le some other person or the Board of Directors will fix the number of directors at a lesser 
af number. 
i>f 
,e Set forth below is information with respect to each nominee for a Class I Director to be 
,e elected at the Meeting and for each Class II Director and Class III Director. With the 
ie exception of Mr. Palmer, Dr. Feldstein and Mr. Staley, all of the directors were previously 
js elected by the stockholders. 
e 
n Nominees to Serve as Directors for a Three-Year Term Expiring at the 1996 Annual 

Meeting (Class I Directors) 

;r PHILIP CALDWELL 
!S 
n Mr. Caldwell, age 73, has been Senior Managing Director of Lehman Brothers Inc. 

("Lehman Brothers") since May 1985. He succeeded Mr. Henry Ford II as Chief 
Executive Officer of Ford Motor Company in 1979 and as Chairman in 1980. He 
retired as Chairman and Chief Executive Officer in 1985 and from the Board in 1990. 
He is a director of The Mexico Fund, Inc., Zurich Reinsurance Center Holdings, Inc., 

s Zurich Holding Co. of America Inc., American Guarantee and Liability Insurance Co., 
e and Russell Reynolds Associates, Inc. He is also a trustee of several cultural and 
il educational organizations. He has served as a director of The Chase Manhattan 

Corporation and The Chase Manhattan Bank, N.A., Federated Department Stores, 
Inc., and the Kellogg Company, Inc. He has been a director of the Corporation since 
1980 and is Chairman of its Audit Committee and a member of its Compensation and 
Stock Option Committee. 

KATHLEEN F. FELDSTEIN s 
1 Dr. Feldstein, age 52, has been President of Economics Studies, Inc., a private 

economics consulting firm, since 1987. Dr. Feldstein is presently a director of Bank 
America Corporation, Conrail Corporation, John Hancock Mutual Life Insurance 
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Company and Kleinwort Benson Australian Income Fund, Inc. Dr. Feldstein was 
elected a director of the Corporation by the Board of Directors on June 17, 1993. 

ROBERT B. PALMER 

Mr. Palmer, age 53, has been President and Chief Executive Officer of the Corpora
tion since October 1, 1992. Mr. Palmer joined the Corporation in 1985 and served as 
Vice President, Semiconductor and Interconnect Technology until 1990, and as Vice 
President, Manufacturing, Logistics and Component Engineering from 1990 to 1992. 
From 1983 to 1985, he was Executive Vice President of Semiconductor Operations at 
Mostek Corporation ("Mostek"), a subsidiary of United Technologies Corporation. 
Mr. Palmer was a co-founder of Mostek, where he held a series of senior management 
positions prior to its acquisition in 1980 by United Technologies Corporation. 
Mr. Palmer has been a director of the Corporation since July 1992 

Directors Serving a Term Expiring at the 1994 Annual Meeting (Class II Directors) 
VERNON R. ALDEN 

Mr. Alden, age 70, was Chairman of the Board and Executive Committee of The 
Boston Company, Inc., a financial services company, from 1969 to 1978 He was 
President of Ohio University from 1962 to 1969. Mr. Alden is also a director of Augat, 
Inc., Colgate-Palmolive Company, Internet Corporation, McGraw-Hill Inc. and 
Sonesta International Hotels Corporation. He is also a trustee of several cultural and 
educational organizations. He has been a director of the Corporation since 1959 and 
is a member of its Compensation and Stock Option Committee and Nominating 

ROBERT R. EVERETT 

Mr. Everett, age 72, is an engineering consultant. He retired as President of the Mitre 
Corporation a federal contract research center, in 1986. Mr. Everett has been a 
director of the Corporation since 1986. 

THOMAS L. PHILLIPS 

age m- ™!ired as of ** B°ml and Chief Executive Officer ol 
Raytheon Company ( Raytheon ) in March 1991, haying served as chief Executivi 
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Officer since 1968, and as Chairman of the Board since 1975. He has been a director of 
Raytheon since 1962. Mr. Phillips is also a director of the John Hancock Mutual Life 
Insurance Company, State Street Research and Management Co. and Knight-Ridder, 
Inc. Mr. Phillips has been a director of the Corporation since 1991. He is Chairman of 
the Corporation's Compensation and Stock Option Committee and a member of its 
Nominating Committee. 

DELBERT C. STALEY 

Mr. Staley, age 69, was Chairman, Chief Executive Officer and a director of NYNEX 
Corporation ("NYNEX") from 1983 until his retirement in September 1989. He 
continued serving as a director of NYNEX and served as Chairman of NYNEX 
International Management Committee from October 1989 to October 1991. Mr. Staley 
is a director of Allied Signal, Inc., Ball Corporation, The Bank of New York, The Bank 
of New York Company, Dean Foods Company, John Hancock Mutual Life Insurance 
Company and Polaroid Corporation. Mr. Staley was elected a director by the Board of 
Directors effective September 16, 1993. 

Directors Serving a Term Expiring at the 1995 Annual Meeting (Class III Directors) 
COLBY H. CHANDLER 

Mr. Chandler, age 68, retired as the Chairman of the Board and Chief Executive 
Officer of Eastman Kodak Company ("Kodak") in May 1990. Prior to that time he had 
been Chief Executive Officer, Chairman of the Board and Chairman of the Executive 
Committee of Kodak since July 1983. He assumed the presidency of Kodak in January 
1977. Mr. Chandler was a director of Kodak from 1974 to 1993. He is also a director of 
Citicorp, Ford Motor Company and J. C. Penney Company, Inc. Mr. Chandler has 
been a director of the Corporation since 1989 and is a member of its Audit Committee 
and Nominating Committee. 

ARNAUD DE VITRY 

Mr. de Vitry, age 67, is an engineering consultant. From 1980 to 1990, Mr. de Vitry was 
Chairman of the Board and Chief Executive Officer of Eureka SICAV, France, an 
investment company. He is a director of Ionics, Incorporated and Schlumberger 
Limited. Mr. de Vitry has been a director of the Corporation since 1957 and is 
Chairman of its Nominating Committee. 
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THOMAS P. GERRITY 

Dr. Gerrity, age 52, has served as Dean of the Wharton School of the University of 
Pennsylvania since July 1990. From 1969 to 1989, Dr. Gerrity was chief executive 
officer of Index Group, Inc. ("Index"), an information technology consulting com
pany he founded. In 1988, Index became part of Computer Sciences Corporation 
("CSC") and Dr. Gerrity was subsequently appointed president of CSC's commercial 
professional services group, CSC Consulting. Dr. Gerrity is presently a director of the 
Federal National Mortgage Association and Sun Company, Inc. He has been a 
director of the Corporation since January 1992 and is a member of the Corporation's 
Compensation and Stock Option Committee and Nominating Committee. 

Security Ownership of Directors and Executive Officers 
Shown below is certain information as of August 1, 1993 with respect to beneficial 

ownership of shares of the Corporation's Common Stock by each director (including the three 
nominees for Class I Directors and including Mr. Staley, who has been elected a Class II 
director effective September 16, 1993), by each executive officer named in the Summary 
Compensation Table set forth on page 12 and by all directors and executive officers as a group. 
Unless otherwise indicated, the named person or members of the group possess sole voting and 
investment power with respect to the shares. 

Beneficial Owner 

Vernon R. Alden ... 
Philip Caldwell 

Colby H. Chandler 

6,200(1) 
4,016(3) 
8,000(4) 
1,587(3) 

Arnaud de Vitry .... 
Kathleen F. Feldstein 
Robert R. Everett ... 

113,260(1) (5) 
1,000 
6,300(1) 
1,502(3) 
8,000(6) 
7,400(1) 

390,144(7) 
7,000(8) 
1,000 

Thomas P. Gerrity. 
William H. McLean 
Robert B. Palmer.. 
Thomas L. Phillips 
Delbert C. Staley . 
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Beneficial Owner Shares Beneficially Owned 

Winston R. Hindle 
Richard Poulsen 
William M. Steul 
William D. Strecker 
All directors and executive officers 

150,669(9) 
35,025(10) 
26,976(11) 
65,146(12) 

as a group (32 persons) 1,411,124(13) 
7,105(3) 

(1) Includes 5,000 shares which the director has the right to acquire by exercise of a stock 
option granted pursuant to the Corporation's 1990 Stock Option Plan for Nonemployee 
Directors ("Nonemployee Directors Plan"). 

(2) Includes 22,944 shares held by Mr. Alden's wife, as to which shares Mr. Alden 
disclaims beneficial ownership. 

(3) Represents Common Stock units under the directors' deferred compensation plan 
described on page 11. Under the plan, nonemployee directors may elect to defer receipt of all 
or a portion of their compensation in the form of Common Stock units. Common Stock units 
carry no voting rights. 

(4) Includes 3,000 shares which Mr. Chandler has the right to acquire by exercise of a 
stock option granted pursuant to the Corporation's Nonemployee Directors Plan. 

(5) Includes 104,660 shares held by Mr. de Vitry's wife, as to which shares Mr. de Vitry 
disclaims beneficial ownership. 

(6) Includes 1,000 shares which Dr. Gerrity has the right to acquire by exercise of a stock 
option granted pursuant to the Corporation's Nonemployee Directors Plan. 

(7) Includes 378,300 shares which Mr. Palmer has the right to acquire by exercise of stock 
options, 355,200 of which are subject to restrictions on disposition which lapse over time. Also 
includes 8,000 shares awarded as restricted stock under the Corporation s 1990 Equity Plan. 

(8) Includes 2,000 shares which Mr. Phillips has the right to acquire by exercise of a stock 
option granted pursuant to the Corporation's Nonemployee Directors Plan. 

(9) Includes 46,000 shares which Mr. Hindle has the right to acquire by exercise of stock 
options, 19,840 of which are subject to restrictions on disposition which lapse over time. Also 
includes 11,000 shares held by Mr. Hindle's wife, as to which shares Mr. Hindle disclaims 
beneficial ownership. 
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(10) Includes 33,800 shares which Mr. Poulsen has the right to acquire by exercise of S 
stock options, 24,850 of which are subject to restrictions on disposition which lapse over time. 
As of the beginning of fiscal year 1994, Mr. Poulsen, an officer of the Corporation, is no longer 
an executive officer of the Corporation. g 

• (11LIn±de/ 2,5'8f° sharCS Which Mr" Steul has the "Sht to acquire by exercise of stock 
options, 19,770 of which are subject to restrictions on disposition which lapse over time. 

(12)Includes 54,800 shares which Mr. Strecker has the right to acquire by exercise of 
stock options, 42,500 of which are subject to restrictions on disposition which lapse over time. 
Also includes 1,631 shares held by Mr. Strecker's wife, as to which shares Mr. Strecker 
disclaims beneficial ownership. In addition, includes 8,000 shares awarded as restricted stock 
under the Corporation s 1990 Equity Plan. 

T hi f'T 15 comPrised °f the individuals named in the Summary Compensation c 
Table on page 12 those persons who were directors and executive officers of the Corporation i; 

1 083145 haVi \aik T * « effeCtive SePtember 16, 1993. Includes t 1,083,145 shares which the directors and executive officers as a group have the right to acquire c 

subtectrestrict °ptl°nS,granted under the Corporation's stock plans, 892,635 of which are „ 
shares held iwT 1 whlch, laPse over time. In addition, includes 141,141 ( shares held by family members of officers or directors, as to which shar^c l- ki officer • brflrw ownership Als°: 
restricted stock under the Corporations 1990 Equity Plan These 1 an ioa u cent 
approximately 1% of the Corporation's issued and outstanding r J f feP n2 exercise of the stock options. outstanding Common Stock, assuming ( 

No director or executive officer owns more than 1% 0f the Common Stock. 

Based on a review of the forms and written renresentat;,-..,,. i i i ^ „ 
pursuant to Section 16(a) of the Securities Exchange Act of lLTth^r t Treves 
that during the period June 28, 1992 through July 3 1993 the d' V CorPoration behe 
complied with all applicable Section 16 filing requiremeL excentth? ^ TTT ° MP 
Zereski, a former Vice President, was filed one month late wT IT ? h>h 
occurred after he left th^ a r respect to a transfer which occurred atter he left the Corporation, and a report for William D. Strecker a Vice President, 
was filed one month late with respect to a transaction completed by his wife 

a 
a 
o 
e 
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Security Ownership of Certain Beneficial Owners 

The following table sets forth information as of the most recent practicable date as to the 
'roup, who to the knowledge of management, beneficially owned more than 5% of the shares 
if Common Stock of the Corporation. 

Name and Address Amount and Nature Percent 
of Beneficial Owner of Beneficial Ownership of Class 

The Capital Group, Inc 6,922,720(1) 5.4% 
33 South Hope Street 
Los Angeles, California 90071 

(1) The Capital Group, Inc. disclaims beneficial ownership of all of such shares. Certain 
operating subsidiaries of The Capital Group, Inc. exercised investment discretion over various 
nstitutional accounts which held as of December 31, 1992, 6,922,720 shares of the Corpora-
ion's Common Stock. Capital Guardian Trust Company, a bank, and one of such operating 
companies, exercised investment discretion over 1,024,830 of said shares. Capital Research and 
Management Company, a registered investment adviser, and Capital International Limited, 
Capital International, S.A. and Capital International K.K., other operating subsidiaries, had 
nvestment discretion with respect to 5,584,090, 29,600, 277,600, and 6,600 of the above shares, 
espectively. 

Certain Relationships and Related Transactions 

As previously noted, Philip Caldwell is Senior Managing Director of Lehman Brothers, 
>ne of the Corporation's investment bankers. Lehman Brothers performs financial and 
nvestment banking services for the Corporation for which it receives usual and customary 
:ompensation. Mr. Caldwell's son-in-law is a middle management employee of the Corporation 
ind receives the usual and customary compensation for the position he serves. 

In fiscal year 1993, in connection with his offer of employment, the Corporation loaned 
Enrico Pesatori, Vice President, $150,000 for the purchase of a principal residence in 
;onnection with his relocation to the Boston area. If Mr. Pesatori were no longer to be 
imployed by the Corporation, such loan would bear interest at the minimum rate necessary to 
ivoid imposition of interest income under the United States Internal Revenue Code of 1986, as 
imended. The loan is secured by a second mortgage. One fifth of the original principal amount 
>f the loan will be forgiven on each anniversary date of the loan if Mr. Pesatori is still 
:mployed by the Corporation on each such date. 
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Presf rnsion bene6,s 
employed, the Corporation agreed to purchase two ,„„„Wes S wBh ^„ri, " 
value of $250,000 and payable to Mr. Klein on his 57th birthday * PrCSent 

Committees of the Board 

The Board of Directors has an Audit Committee a J , 
Committee and a Nominating Committee The Audit'pn T I™ pt'°n 

auditors to be employed by the Comoration sl-^ Committee selects the independent 
stockholders, reviews generally the internal and exte C 1 ° ra cjatl0n by the Corporation's 
and review, genera.^,he T* 
external auditors. The members of the Audit Committee afeMr C M II't h *  I n t e r n a l  a n d  

Messrs. Chandler and McLean. Caldwell, Chairman, and 

The Compensation and Stock Option Committee reviews and rp i T, 
the compensation of directors, reviews the compensation of senior m '° d 
and recommends to the Board the adoption of any comoensaHnn f manage,me1nt and review* 
officers are eligible to participate. The Committee also administer! ?•'W directors and 

t'on s stock plans and cash incentive plan, and subject to th ^ mterPrets the Corpora
te employees or classes of employees who are to participate inCh T' ^ Pla"S' 
terms of their participation. The members of the Compensation a d L ? « determines the 

are Mr. Phillips, Chairman, and Messrs. Alden, Caldwell and Gerdt Committee 
The Nominating Committee is responsible for recomm^nd^1 Y' 

Directors. The members of the Nominating Committee are n,0m,'neeS t0 the B°ard 

Messrs. Alden, Chandler, Gerrity, McLean and Phillips The w V ' Chairman ' and 

consider highly qualified candidates proposed in writing h„ f ,°mi"atlng Committee will 
wish to propose a nomination should submit the person's na ock^0,ders- Stockholders who 
the Clerk of the Corporation. me a background information to 

The Board of Directors held twelve meetings during the fi l 
Audit Committee met five times, the Compensation andStnvA ^ Cnded July 3' 1993'the 

times and the Nominating Committee met three times All d Uptl0n Committee met seven 
the total number of meetings of the Board and the commiT**0" attended more than 75% of 

1 ees on which they serve. 
Compensation of Directors 

Each director who is not also an employee of the C 
$25,000 (or ratable portion thereof) for his or her serv,v ,0rporati°n received a retainer of 

s uring the fiscal year ended July 3, 
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1993, plus $1,000 for each Board meeting and each committee meeting attended. Directors are 
also reimbursed for out-of-pocket expenses incurred in attending Board and committee 
meetings. 

Directors may defer all or any part of their retainer or meeting fees pursuant to a deferred 
compensation plan. Pursuant to the plan, nonemployee directors of the Corporation may elect 
to defer receipt of all or a specified portion of their compensation in the form of cash, with an 
interest rate related to Treasury bills, or in the form of units, the value of each unit initially 
being equal to the fair market value of one share of the Common Stock of the Corporation on 
the date the compensation being deferred would otherwise be payable. The plan provides that 
compensation deferred under the plan, whether in the form of cash or units, will be paid out in 
cash after termination of service as a director. Directors may elect that compensation so 
deferred be paid out in a lump sum or in up to ten annual installments. Payment of 
compensation deferred under the plan commences in January of the year following the year in 
which service as a director terminates. 

Pursuant to a retirement plan for nonemployee directors adopted in May 1987, each 
nonemployee director of the Corporation on the date of adoption of the plan, and every other 
nonemployee director who is 70 years of age or older and who has completed at least five years 
of service on the Board, is entitled upon termination of service to an annualized benefit for life 
which is equal to the annual retainer for nonemployee directors in effect on the date of 
termination of service. The plan also provides for coordinated disability benefits for all 
nonemployee directors equal to the annual retainer in effect on the date of total disability. 

Each nonemployee director of the Corporation also participates in the 1990 Stock Option 
Plan for Nonemployee Directors ("Nonemployee Directors Plan"), which provides for a one
time grant of an option to purchase 5,000 shares of the Corporation's Common Stock at 100% of 
the fair market value of the stock on the date of grant. Eligibility for and the grant of options 
under the Nonemployee Directors Plan is automatic in nature, occurring as of the date of 
commencement of service as a nonemployee director. The options become exercisable at the 
rate of 20% per year beginning on the first anniversary of the date the director begins service, 
with credit given for all past service by directors who were serving as of the date of approval of 
the Nonemployee Directors Plan. The options expire ten years from the date of grant, unless 
terminated earlier in accordance with the terms of the Plan. The Nonemployee Directors Plan 
authorizes the issuance of a maximum of 100,000 shares of Common Stock, and will terminate 
on December 31, 2000. 
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Executive Compensation 

Summary Compensation Table 

The Summary Compensation Table shows compensation information for the Chief 
Executive Officer and the four other most highly compensated executive officers for services 
rendered in all capacities during the three fiscal years most recently ended. 

Annual Compensation 

Name and 
Principal Position Year 

Salary 
($) (D 

Bonus 
(I) 

Other 
Annual 

Compensation 
($) (2) 

Robert B. Palmer 1993 $738,469(5)$ 0 $ 0 
President and 
Chief Executive 
Officer(5) 

Winston R. Hindle, Jr. . .. 1993 458,662 0 0 
Vice President 1992 455,008 0 

1991 455,008 0 
Richard Poulsen 1993 392,662 0 139,135(7) 

Vice President 1992 298,856 0 
139,135(7) 

1991 284,188 0 
William D. Strecker .. .. 1993 357,704 60,000 0 

Vice President 1992 305,019 0 
0 

1991 281,941 0 
William M. Steul 1993 296,617 0 0 

Vice President 1992 202,429 0 
0 

1991 182,000 0 

Long-Term 
Compensation 

Awards 
Restricted 

Stock 
Awards 
(»)(3) 

Stock 
Options 

(*) 
$ 0 345,000 

All 
Other 

Compensation 
(I) (2) (4) 

$ 9,000 

0 
0 
0 
0 
0 
0 
0 

446,000 
0 
0 

21,131 
0 

5,000 
20,000(6) 

4,000 
12,000 
30,000(6) 
5,000 

29,000 
30,000(6) 
7,000 

10,000 
23,000(8) 

3,000 

27,000 

16,500 

13,500 

8,400 

(1) Reflects salary paid during the 53-week fiscal year ended July 3 1993 
(2) In accordance with transitional provisions of the Securities and Exchange Commis

sion's ("SEC") rules on executive compensation disclosure, amounts of Other Annual Com
pensation and All Other Compensation, if any, have not been included for fiscal years 1992 and 
1991. 

(3) Amount shown for Mr. Strecker represents the dollar value on date of grant of 8,000 
shares of restricted stock awarded to Mr. Strecker during fiscal year 1992 The value of these 
shares at July 2, 1993, the last business day of the fiscal year, was $327 000 The amount shown 
for Mr. Steul represents the dollar value on date of grant of 350 shares of restricted stock 
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awarded to Mr. Steul in fiscal year 1992. The restrictions on these shares lapsed over a period 
of one year. Mr. Steul held no shares of restricted stock at the end of fiscal year 1993. If the 
Corporation were to begin to pay cash dividends on its Common Stock, holders of restricted 
stock would receive cash dividends on such shares. The amount ultimately realized by any 
named executive officer in respect of restricted stock depends upon the value of the 
Corporation's Common Stock when the executive officer sells the shares, which can only occur 
after the restrictions lapse. 

(4) Consists of cash received, at the rate of $3.00 per unexercised option share, in 
exchange for cancellation of stock options granted during fiscal year 1988 at an exercise price 
of $153.00 per share. 

(5) Mr. Palmer was elected President and Chief Executive Officer of the Corporation 
effective October 1, 1992. Salary reflected in the table includes compensation paid to 
Mr. Palmer in all capacities during fiscal year 1993. 

(6) Represents options which may not be exercised unless and until the Corporation s 
stock price averages at least $100 over 90 consecutive trading days. 

(7) Represents customary one-time relocation and allowance payments to executives 
who are temporarily located outside their home country. 

(8) Includes an option for 20,000 shares which may not be exercised unless and until the 
Corporation's stock price averages at least $100 over 90 consecutive trading days. 
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Option/SAR Grants in Last Fiscal Year 

The following table shows information regarding grants of stock options during the fiscal 
year ended July 3, 1993 to the named executive officers. The Corporation did not grant any 
stock appreciation rights in fiscal year 1993. 

Individual Grants Potential Realizable 
% of Total Value at Assumed 

Options/SARs Annual Rates of Stock 
Granted to Exercise Price Appreciation 

Options/SARS 
Employees 
in Fiscal 

or Base 
Price Expiration 

for Option 
Term (2) (3) 

Name Granted (#) (1) Year (*/Sh) (1) Date 5%(») 10%($) 

$ 4,401,930 Robert B. Palmer 65,000 1.7% $40,875 10/20/02 $1,724,445 

10%($) 

$ 4,401,930 
200,000 5.4 46.250 6/16/03 6,003,714 15,325,469 
80,000 2.1 41.437 9/15/03 2,151,575 5,492,250 

Winston R. Hindle, Jr. . 5,000 .1 40.875 10/20/02 132,650 338,610 
Richard Poulsen 12,000 .3 40.875 10/20/02 318,359 812,664 
William D. Strecker ... 4,000 .1 40.875 10/20/02 106,120 270,888 

25,000 .7 41.437 9/15/03 672,367 1,716,328 
William M. Steul 10,000 .3 40.875 10/20/02 265,299 677,220 
All Stockholders(3) 3.63 billion 9.27 billion 

(1) Stock options were granted under the Corporation's 1990 Equity Plan at an exercise 
price equal to the fair market value of the Corporation's Common Stock on the date of grant. 
The options are currently outstanding restricted stock options with a term of ten years and 90 
days and with restrictions lapsing ratably over five years from date of grant. 

(2) Amounts reported in these columns represent amounts that may be realized upon 
exercise of the options immediately prior to the expiration of their term assuming the specified 
compounded rates of appreciation on the Corporation's Common Stock over the term of the 
options. These numbers are calculated based on rules promulgated by the Securities and 
Exchange Commission and do not reflect the Corporation's estimates of future stock price 
growth. Actual gains, if any, on stock option exercises and Common Stock holdings are 
dependent on the timing of such exercise and sale of the shares and the future performance of 
the Corporation's Common Stock. There can be no assurances that the rates of appreciation 
assumed in this table can be achieved or that the amounts reflected will be received by the 
individuals. 
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(3) The amounts shown as potential realizable values for all stockholders represent the 
corresponding increases from July 2, 1993, the last business day of the fiscal year, in the market 
value of 134,992,254 shares of the Corporation's Common Stock outstanding on such date. 

Aggregated Option/SAR Exercises in Last Fiscal Year and FY-End Option/SAR Values 

The following table summarizes for each of the named executive officers the number of 
stock options, if any, exercised during the fiscal year ended July 3, 1993, the aggregate dollar 
value realized upon exercise, the total number of unexercised options held at July 3,1993, and 
the aggregate dollar value of in-the-money, unexercised options held at July 3, 1993. None of 
the named executive officers exercised or held any SARs. Value realized upon exercise is the 
difference between the fair market value of the underlying stock on the exercise date and the 
exercise price of the option. Value of unexercised, in-the-money options at fiscal year-end is 
the difference between the exercise price and the fair market value of the underlying stock on 
July 2, 1993, the last business day of the fiscal year. The closing price of the Corporation's 
Common Stock on the New York Stock Exchange on such date was $40,875. 

Name 

Robert B. Palmer 
Winston R. 

Hindle, Jr. 
Richard Poulsen 
William D. 

Strecker 
William M. Steul 

Number of 
Shares 

Underlying 
Options/SARs 
Exercised(#) 

0 

5,000 
600 

0 
0 

Value 
Realized 
(0(0  

Number of Unexercised 
Options/SARs at 

FY-End (#) 

Value of Unexercised 
In-The-Money Options/ 
SARs at FY-End ($) (3) 

Exercisable 

0 23,100 

69,450 
7,620 

0 
0 

26,160 
8,950 

12,300 
6,090 

Restricted/ 
Unexercisable (2) Exercisable 

Restricted/ 
Unexercisable (2) 

395,200 $ 2,850 $ 1,425 

39,840 
54,850 

70,500 
12,438 

17,925 
9,188 

72,500 
39,770 

12,225 
8,460 

8,963 
4,815 

(1) Amounts disclosed in this column do not necessarily reflect amounts received by the 
named executive officers but are calculated based on the difference between the fair markel 
value of the Corporation's Common Stock on the date of exercise and the exercise price of tht 
options. Named executive officers will receive cash only if and when they sell the Commor 
Stock issued upon exercise of the options and the amount of cash received by such individual: 
is dependent on the price of the Corporation's Common Stock at the time of such sale. 

(2) A portion of these options represent immediately exercisable restricted stock options 
with restrictions on disposition of the underlying shares lapsing ratably over periods of five tc 
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ten years from the date of grant. The number of underlying shares subject to such options for 
the named executive officers is as follows: Mr. Palmer, 355,200; Mr. Hindle, 19,840; Mr. Poulsen, 
24,850; Mr. Strecker, 42,500 and Mr. Steul, 19,770. The remaining options, granted during fiscal 
year 1992, become exercisable at the rate of 20% per year but may not be exercised unless and 
until the Corporation's stock price averages at least $100 over 90 consecutive trading days. 

(3) These values have not been and may never be realized. Actual gains, if any, on 
exercise will depend on the value of the Common Stock on the date of sale of the shares. 

Pension Plans 

The Corporation and its subsidiaries have pension plans covering substantially all of their 
employees. Benefits under the Corporation's defined benefit pension plan (the "Pension 
Plan ) for its U.S. employees are based upon the employee's earnings during service with the 
Corporation and are payable after retirement in the form of annuities or lump sum benefits. 
The annual amount payable upon retirement at age 65 is, in general, 1.5% of the aggregate 
amount of the participant s compensation earned on and after July 1,1989. Those persons who 
were active participants on July 1, 1989, or who later become active participants credited with 
pnor service, are also eligible to receive 1.5% of the average of the participant's annual 
compensation between July 1 1984 and July 1, 1989, multiplied by the number of years of 
accredited service prior to July 1 1989. For purposes of calculating a participant's pension 
Son nnfTT Cf°7enjatl0n for plan yfrs commencing after December 31, 1988 is limited to 
$200,000, subject to adjustment to reflect cost of living increases. A participant's annual 
?oaTn TnU fT " maximum allowable dollar limit ($115,641 for fiscal 
1993), or 100% of the participants average compensation for the participant's three highest 
paid consecutive years of service with the Corporation. 

The Digital Equipment Corporation Restoration Pension Plan /tkm «n . t>i 
adopted effective a, of May I. 1992, compensates those 
whose benefits are reduced due to legislative and regulatory limitations. The Restoration Plan 
provides additional retirement compensation equal to the differpnno k . u 1 fit a 
participant would receive under the Pension Plan without ,he lee , 
limitations and the benefit actually payable to the participant under theVension Plan" ' 

Estimated annual retirement benefits payable as a straicffit 1,-fk • > i n 
P l a n  a n d  R e s t o r a t i o n  P l a n  a ,  a g e  6 5  b a s e d  o n  S S T S  
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employment for the following individuals would be: Mr. Palmer, $194,641; Mr. Hindle, 
$209,314; Mr. Poulsen, $123,424; Mr. Strecker, $168,613; and Mr. Steul, $122,674. 

Stock Price Performance Graph 

The following graph compares the five-year return for the Corporation's Common Stock 
against the Standard & Poor's ("S&P") 500 Stock Index and a peer group composed of 
companies in the S&P Computer Systems Index. The graph assumes $100 was invested on July 
2, 1988 in the Corporation's Common Stock and $100 was invested at that time in each of the 
S&P indexes. The comparative data assumes that dividends, if any, were reinvested. 

Comparison of Five Year Cumulative Total Return 

Fiscal Year End 
—m~ Digital Equipment Corporation S&P 500 x S&P Computer Systems 
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COMPENSATION AND STOCK OPTION COMMITTEE 
REPORT ON EXECUTIVE COMPENSATION 

The Compensation and Stock Option Committee (the "Committee") of the Board of 
Directors is composed of four independent non-employee directors. The Committee is 
responsible for approving executive officer compensation and for administering the cash 
incentive and equity participation plans that govern the variable compensation paid to all 
senior management of the Corporation. The following report describes the Corporations 
executive compensation practices and the actions of the Committee regarding compensation 
paid to executive officers during fiscal year 1993. 

Corporate Philosophy on Compensation. Taking into account the Corporation's operating 
results and financial condition, the Corporation's philosophy on compensation is to compen
sate all employees equitably, competitively and based on performance. The Corporation bases 
this philosophy on its need to attract, motivate and retain an outstanding workforce in order to 
compete in the marketplace and support the goals of profitable growth and increasing 
shareholder value. 
• The Corporation compensates employees on the basis of corporate and business organiza

tion financial performance, as well as individual performance. All compensation programs 
are developed to reflect and promote this philosophy. The Corporation attempts to structure 
for all employees total compensation packages which are commensurate with the competi" 
tive market when performance meets objectives, with compensation varying upward or 
downward based on performance. 

• In establishing competitive compensation levels for its own compensation programs, the 

Corporation uses as a reference recognized independent surveys of pay practices of those 
companies with which it competes for employees and for the sale of its products an 
services. 

The compensation programs for executive officers are based on the same basic principle 
as for all employees. 

Executive Compensation. The Corporation s executive compensation programs are de 
signed to link the level of executive compensation to corporate performance and increases or 
decreases in shareholder value. For most of the Corporation's history, the executive compensa 

tion package consisted of only two elements: base salary and restricted stock options. T^e 

Corporation recently introduced a cash incentive plan which is designed to increase focus on 
the profitability of the Corporation and on the performance of the business organizations or 
functions for which the executive officers are responsible. 
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During fiscal year 1993, the Committee reviewed information prepared for the Corpora
tion by an outside consultant who analyzed the total compensation of executive officers 
relative to the compensation of comparable executives of large and competitor companies. The 
Committee concluded that the Corporation's executive compensation practices are compara
ble to the practices of other large and competitor companies. The Committee also noted that 
the Corporation's executive compensation programs should continue to emphasize cash 
incentives and equity participation to increase the variability of executive pay and to align 
further the interests of management and the shareholders. 

Base Salaries. Base salary levels are determined relative to external market and 
competitor practices and internal scope and impact of the job. The Committee reviews 
salaries of executive officers annually and, if appropriate, salaries are changed based upon 
corporate, business organization and individual performance, in accordance with guide
lines established for all employees within a particular country. 

Equity Participation Programs. Restricted stock options continue to be a major 
component of the Corporation's compensation strategy because this compensation vehicle 
closely aligns the interests of management with those of shareholders. Until fiscal year 
1989, the Committee set the exercise price of the options granted at a price discounted 
from the then current market value by amounts designed to be equivalent to cash bonuses 
paid at other large companies. The amount of the discount for a given stock option grant 
was established based on the performance of the Corporation in the preceding year. 
Beginning in fiscal year 1990, stock options generally were granted to executive officers at 
the fair market value of the Common Stock on the date of grant. Restricted stock options 
generally have been granted for a term of ten years and 90 days and are immediately 
exercisable but are subject to restrictions on the sale or transfer of option shares which 
generally lapse at the rate of 20% per year. 

Restricted stock options are periodically granted to executive officers based on an 
assessment of each officer's contribution during the period and his or her potential to 
contribute to the future success of the Corporation. In fiscal year 1993, certain of the 
executive officers, including the named executive officers in the tables above, were 
granted restricted stock options. 

Beginning in fiscal year 1991, a small number of individuals, including certain 
executive officers, received restricted stock awards in recognition of outstanding perform
ance. Restricted stock awards also have been used, and may continue to be used, to attract 
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and retain certain key individuals. No individual who was an executive officer during fiscal 
year 1993 received a restricted stock award during the year. 

Cash Incentive Plan. The Corporation introduced a cash incentive plan for the first 
time in fiscal year 1993. The purpose of this plan is to reward participants, including 
executive officers, relative to corporate, organizational and individual performance tor any 
given year. The program for fiscal year 1993 provided that the award of bonuses was 
contingent on the achievement of corporate-wide financial objectives and of pertormanc 
targets established for the business organization or function for which the executive 
officer was responsible. Because financial objectives and performance targets were no 
achieved, the Corporation did not fund the cash incentive plan in fiscal year 199^ 
awards were made under the plan to individuals who were executive officers during bsca 
year 1993. However, in recognition of outstanding performance, a cash award was made 
William D. Strecker, the Corporation's Vice President of Engineering and Chief Technica 
Officer. This award, noted in the Summary Compensation Table on page 12 above, was 
made in recognition of Mr. Strecker's contribution to the Corporation's product an 
technology strategy which resulted in reductions as well as efficiencies in the Corpora
tion's research and engineering spending. 
Chief Executive Officer Compensation. In determining Mr. Palmer's fiscal year 1993 pay 

and the structure of his total compensation package, the Committee considered the circum
stances of the Corporation as it attempted to return to profitable growth after several years ° 
declining operating performance and reduction in shareholder value. The Committee a ^ 
considered the necessity for strong effective leadership and a motivated management team11 
structuring a total compensation package for the Chief Executive Officer. The Commi ^ 
believes that Mr. Palmer's compensation package should provide significant incentive 
increase shareholder value. 

Therefore, in fiscal year 1993 the Committee awarded to Mr. Palmer three restricted stoc^ 
options to purchase a total of 345,000 shares of the Corporation's Common Stock, each at an 
exercise price equal to the fair market value of the Common Stock on the date of gran a^ 
with restrictions on disposition or transfer of option shares lapsing at the rate of 20% per yea^ 
These grants will provide significant compensation for Mr. Palmer in the event the Corpo 
tion's future performance results in an increase in shareholder value. ^ 

At the time of his appointment as President and Chief Executive Officer, the ®oarc*t°s 

Directors established Mr. Palmer's annual base salary at $750,000. Mr. Palmer also participa^ 
in the cash incentive plan but did not receive an award under the plan for fiscal year 199J. 
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Corporation did not fund the plan because the financial objectives and performance targets for 
fiscal year 1993, established prior to Mr. Palmer taking office, were not achieved. The 
Committee reviewed Mr. Palmer's compensation at the end of fiscal year 1993 and determined 
that due to Mr. Palmer's efforts and achievements since taking office, an increase in annual 
base salary to $900,000 was appropriate, effective as of the beginning of fiscal year 1994. 

Compensation and Stock Option Committee: 

Thomas L. Phillips, Chairman 
Vernon R. Alden 
Philip Caldwell 
Thomas P. Gerrity 

Compensation Committee Interlocks and Insider Participation 
As previously noted, Philip Caldwell is a Senior Managing Director of Lehman Brothers 

one of the Corporation's investment bankers. Lehman Brothers performs financial and 
investment banking services for the Corporation for which it receives usual and customary 
compensation. Mr. Caldwell's son-in-law is a middle management employee of the Corporation 
and receives the usual and customary compensation for the position he serves. 

PROPOSAL TO AMEND THE 1968 EMPLOYEE STOCK PURCHASE PLAN 
TO INCREASE THE NUMBER OF SHARES AVAILABLE FOR ISSUANCE 

On June 17, 1993, the Board of Directors amended the 1968 Employee Stock Purchase 
Plan (the "Employee Plan") to increase the number of shares subject thereto from 33,500,000 
to 38,800 000. The amendment will become effective only upon approval by the stockholders. 
This increase in shares is needed to enable the Corporation to continue operating the 
Employee Plan for the benefit of eligible employees. 

The Board of Directors recommends a vote FOR approving the amendment to the 
Employee Plan. 

Description of the 1968 Employee Stock Purchase Plan 
In 1968 the Board of Directors and the stockholders adopted the Employee Plan for 

substantially all employees of the Corporation and its participating subsidiaries, other than 
directors of the Corporation. At August 1, 1993, approximately 52,600 employees were eligible 
to participate in the Employee Plan, and approximately 27,000 employees were participating. 
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The Employee Plan currently authorizes the issuance of a maximum of 33,500,000 shares 
of Common Stock. The Employee Plan permits employees to purchase shares of the Corpora
tion's Common Stock twice yearly through accumulated payroll deductions, up to a maximum 
of 10% of regular base pay, and after November 1,1993 (assuming prior receipt of a favorable 
private letter ruling from the Internal Revenue Service), up to a maximum of 10% of total 
compensation. The six-month periods June 1 to November 30 and December 1 to May 31 are 
the payment periods ("Payment Period") during which payroll deductions are accumulated 
under the Employee Plan. The price at which shares are purchased is an amount equal to 85% 
of the fair market value of the stock on the first or last business day of the applicable six-month 
Payment Period, whichever is lower. 

The Board of Directors may terminate or amend the Employee Plan, provided that no 
amendment shall, without stockholder approval, increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 

During the period June 28,1992 through July 3,1993, executive officers of the Corporation 
purchased shares under the Employee Plan as follows: Mr. Strecker, 680 shares; Mr. Steul, 716 
shares; all current executive officers as a group, 6,285 shares; and all employees as a group 
(excluding current and named executive officers but including current officers who are not 
executive officers), 4,285,442 shares. 

At August 1, 1993, 31,159,670 shares had been purchased by employees under the 
Employee Plan and 2,340,330 shares remained available. 

Tax Aspects under the U.S. Internal Revenue Code 
Generally, the following tax consequences under the United States Internal Revenue 

Code of 1986, as amended (the "Code"), are applicable to shares purchased under the 
Employee Plan: 

1. No taxable income will be realized by the employee at the time of the purchase of the 
shares. 

2. If the employee disposes of the shares two years or more after the date of the beginning 
of the Payment Period when the employee acquired the shares, then the employee at that time 
will recognize as taxable compensation income an amount equal to the lesser of: 

(a) the excess of the fair market value of the shares on the date of such disposition over 
the price at which the shares are purchased, or 

(b) 15% of the fair market value of the shares at the beginning of the Payment Period. 
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In addition, the employee may recognize a long-term capital gain or loss in an amount 
equal to the difference between the amount realized upon the sale of the shares and the basis 
of the shares (i.e., the purchase price plus the amount, if any, taxed as compensation income). 

3. If the employee disposes of the shares within two years after the date of the beginning 
of the Payment Period when the employee acquired the shares, the employee at that time will 
recognize taxable compensation income equal to the fair market value of the shares on the 
date of purchase (the last business day of the applicable Payment Period) less the amount paid 
for the shares. In addition, the employee will recognize a capital gain or loss in an amount 
equal to the difference between the amount realized upon the sale of the shares and the basis 
of the shares. If the employee holds the stock for more than one year, this gain or loss will be a 
long-term capital gain or loss. 

4. The Corporation will be entitled to a deduction for federal income tax purposes in an 
amount equal to the amount which is considered ordinary compensation income if the 
employee disposes of the shares within two years after the date of the beginning of the 
Payment Period when the employee acquired the shares. 

PROPOSAL TO AMEND THE 1981 INTERNATIONAL EMPLOYEE STOCK PURCHASE 
PLAN TO INCREASE THE NUMBER OF SHARES AVAILABLE FOR ISSUANCE 
On June 17, 1993, the Board of Directors amended the 1981 International Employee Stock 

Purchase Plan (the "International Plan") to increase the number of shares subject thereto 
from 5,900,000 to 10,100,000. The amendment will become effective only upon approval by the 
stockholders. This increase in shares is needed to enable the Corporation to continue 
operating the International Plan for the benefit of eligible employees. 

The Board of Directors recommends a vote FOR approving the amendment to the 
International Plan. 

Description of the 1981 International Employee Stock Purchase Plan 

In 1981 the Board of Directors and the stockholders adopted the International Plan. The 
International Plan currently authorizes the issuance of a maximum of 5,900,000 shares of 
Common Stock. At August 1,1993, approximately 34,100 employees were eligible to participate 
in the International Plan, and approximately 13,600 employees were participating. 

The provisions of the International Plan are currently substantially the same as the 
Employee Plan described above. The International Plan was adopted in order to extend the 
benefits of the Employee Plan to employees (other than directors of the Corporation) of 
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selected non-U.S. subsidiaries of the Corporation or branches thereof. The International Plan 
is not intended to be a tax-qualified plan under the Code. 

The Board of Directors may terminate or amend the International Plan, provided that no 
amendment shall, without stockholder approval, increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 

During the period June 28, 1992 through July 3, 1993, Mr. Poulsen purchased 818 shares 
under the International Plan, and all employees as a group (excluding current and named 
executive officers but including current officers who are not executive officers) purchased a 
total of 2,112,029 shares. 

At August 1, 1993, 5,668,544 shares had been purchased under the International Plan and 
231,456 shares remained available. 

Employees participating in the International Plan will be subject to taxation in accordance 
with the laws of the countries where they are resident or employed. Accordingly, the tax 
consequences applicable to employees will vary depending on the country. Because the 
International Plan is not a U.S. tax-qualified plan, employees of participating foreign subsidiar
ies who are U.S. citizens or resident aliens also recognize taxable compensation income under 
the Code, but may be entitled, with certain limitations, to a U.S. foreign tax credit equal to the 
taxes paid to foreign countries in respect of the shares. 

PROPOSAL TO AMEND THE CORPORATION'S RESTATED ARTICLES OF 
ORGANIZATION TO AUTHORIZE THE ISSUANCE OF PREFERRED STOCK 

The Board of Directors has unanimously voted to recommend to the stockholders of the 
Corporation for their approval a proposal to amend Articles 3 and 4 of the Corporation's 
Restated Articles of Organization (the "Restated Articles") to authorize the issuance of up to 
25,000,000 shares of preferred stock, $1.00 par value (the "Preferred Stock"), for the reasons 
discussed below. A copy of the proposed amendment to Article 4 setting forth the amended 
Article 4 in its entirety is attached as Exhibit A and incorporated herein by reference. 

The Board of Directors recommends a vote FOR the proposal to amend the Corporation s 
Restated Articles of Organization to authorize the issuance of Preferred Stock. 

Description of Proposal 

Article 3 of the Restated Articles currently provides for the issuance of up to 450,000,000 
shares of Common Stock, $1.00 par value. The proposed amendment to Articles 3 and 4 of the 
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Restated Articles would authorize the issuance of 25,000,000 shares of Preferred Stock which 
may be issued upon authority of the Board of Directors. 

Under the proposed Restated Articles, the Board can authorize the issuance, at any time 
or from time to time, of one or more series of Preferred Stock without further stockholder 
approval. In addition, the Board will determine all designations, preferences and limitations of 
such stock, including but not limited to, the designation of series and numbers of shares; the 
dividend rights, if any; the redemption provisions, if any; the rights upon liquidation, 
dissolution or winding up of the Corporation, if any; the conversion or exchange rights, if any; 
the sinking fund provisions, if any; the voting rights, if any, provided that the holders of shares 
of Preferred Stock will not be entitled to more than one vote per share when voting as a class 
with the holders of shares of Common Stock; and the other preferences, powers, qualifications, 
special or relative rights and privileges and limitations or restrictions of such preferences or 
rights, if any. No holders of shares of the capital stock of the Corporation have any preemptive 
rights to acquire any securities of the Corporation. 

Many of the large industrial corporations in the United States, including those within the 
Dow Jones Industrial Average, have the ability to issue some type of preferred stock without 
further stockholder approval. The Board and management of the Corporation believe that 
amending the Restated Articles to permit the Board to authorize the issuance of Preferred 
Stock provides flexibility for potential future financing needs. Although the Corporation is not 
currently considering the issuance of Preferred Stock for such financing purposes and has no 
present intention to issue any series of Preferred Stock, the Board and management believe 
the Corporation should have the flexibility to issue preferred stock, along with its ability to 
issue debt and additional shares of Common Stock. 

The Corporation also could issue Preferred Stock for other corporate purposes, such as to 
implement equity alliances or to make acquisitions, although no issuances for such purposes 
are presently contemplated. If the amendment to the Corporation s Restated Articles is 
approved, the Board will be able to specify the precise characteristics of the Preferred Stock to 
be issued, depending on then current market conditions and the nature of specific 
transactions. 

Even though voting rights of Preferred Stock are limited as described above, the issuance 
of Preferred Stock could be used to discourage attempts to acquire control of the Corporation. 
Neither the Board nor management is considering the use of Preferred Stock for such purposes 
and they are not aware of any present effort to accumulate the Corporation s securities for the 
purpose of gaining control of the Corporation. The Board and management represent that they 
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will not issue, without prior stockholder approval, Preferred Stock for an anti-takeover 
purpose, including without limitation, to implement any stockholders' rights plan or with 
features intended to make an attempted acquisition of the Corporation more difficult or costly. 
No Preferred Stock will be issued to any individual or group for the purpose of creating a block 
of voting power to support management on a controversial issue. The Board and management 
believe that, as proposed, the authorization of Preferred Stock is in the best interest of the 
stockholders and the Corporation. 

RATIFICATION OF SELECTION OF AUDITORS 
The Audit Committee of the Board of Directors has selected the firm of Coopers & 

Lybrand, independent accountants, to serve as auditors for the fiscal year ending July 2, 1994, 
subject to ratification by the stockholders. Coopers & Lybrand has served as the Corporation's 
auditors since its organization. The Board of Directors recommends a vote FOR ratification of 
this selection. It is expected that a member of the firm of Coopers & Lybrand will be present at 
the Meeting, will have an opportunity to make a statement if so desired and will be available to 
respond to appropriate questions. 

EXPENSES AND SOLICITATION 
The cost of solicitation of proxies will be borne by the Corporation. In addition to 

soliciting stockholders through its regular employees, the Corporation will request banks and 
brokers to solicit customers of theirs who have shares of Common Stock of the Corporation 
registered in the name of a nominee. The Corporation will reimburse such banks and brokers 
for their reasonable out-of-pocket costs, at the rates suggested by the New York Stock 
Exchange. Solicitation by officers and employees of the Corporation may also be made of some 
stockholders in person, or by mail, telephone or telegraph, following the original solicitation. 
Georgeson & Company Inc. has been retained by the Corporation to assist with the solicitation 
of proxies at a cost to the Corporation estimated not to exceed $20,000. 

STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 
Proposals of stockholders intended for inclusion in the proxy statement to be mailed to all 

stockholders entitled to vote at the 1994 Annual Meeting of Stockholders of the Corporation 
must be received at the Corporation's principal executive offices not later than May 16, 1994. 
In order to curtail controversy as to the date on which a proposal was received, proponents 
should submit their proposals by Certified Mail — Return Receipt Requested 

September 14, 1993 
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EXHIBIT A 
The following is a statement of the designations, preferences, voting powers, qualifica

tions, and special or relative rights or privileges in respect of each class of authorized capital 
stock of the Corporation. 

A. COMMON STOCK. 
1. General. There shall be one class of common stock of the Corporation (the "Common 

Stock"). The voting, dividend and liquidation rights of the holders of the Common Stock are 
subject to and qualified by the rights of the holders of outstanding shares of Preferred Stock of 
any class or series as may be designated herein or by the Board of Directors of the Corporation 
in accordance with the provisions hereof. 

2. Voting. The holders of the Common Stock are entitled to one vote for each share held 
at all meetings of stockholders (and written actions in lieu of meetings). There shall be no 
cumulative voting. 

3. Dividends. Dividends may be declared and paid on the Common Stock from funds 
lawfully available therefor as and when determined by the Board of Directors and subject to 
any preferential dividend rights of any then outstanding Preferred Stock. 

4. Liquidation. Upon the dissolution or liquidation of the Corporation, whether volun
tary or involuntary, holders of Common Stock will be entitled to receive all assets of the 
Corporation available for distribution to its stockholders, subject to any preferential and 
participation rights of any then outstanding Preferred Stock. 

B. PREFERRED STOCK. 
The preferred stock (the "Preferred Stock") may be issued in one or more series at such 

time or times and for such consideration or considerations as the Board of Directors of the 
Corporation may determine. Each series of the Preferred Stock shall be designated so as to 
distinguish the shares thereof from the shares of all other series and classes of the stock of the 
Corporation. Except as to the relative preferences, powers, qualifications, rights and privileges 
referred to below in this Part B, in respect of any or all of which there may be variations 
between different series, all shares of the Preferred Stock shall be identical. Different series of 
the Preferred Stock shall not be construed to constitute different classes of shares for the 
purpose of voting by classes. 

Subject to limitations prescribed by law or by these Restated Articles of Organization, as 
amended, the Board of Directors is expressly authorized to provide by adopting a vote or 
votes, a certificate of which shall be filed in accordance with the Business Corporation Law of 
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The Commonwealth of Massachusetts, for the issuance of the Preferred Stock in one or more 
series, each such series to have such number of shares, designations preferences; voting 
powers, qualifications, and special or relative rights or privileges as shall be stated in the vote 
or votes establishing such series. The authority of the Board of Directors with respect to each 
such series shall include (without limitation of the foregoing) the right to determine and hx. 

(1) the distinguishing designation of such series and the number of shares to constitute 
such series; , 

(2) the rate at which dividends, if any, on the shares of such series shall be declared and 
paid or set aside for payment, whether dividends at the rate so determined shall be 
cumulative, noncumulative or partially cumulative and whether the shares of such series shall 
be entitled to any participating or other dividends in addition to dividends at the rate so 
determined, and if so on what terms; 

(3) the right, if any, of the Corporation to redeem shares of such series and, it 
redeemable, the price, terms and manner of such redemption; 

(4) the special and relative rights and preferences, if any, and the amount or amounts per 
share, which the shares of such series shall be entitled to receive upon any voluntary or 
involuntary liquidation, dissolution or winding up of the Corporation; 

(5) the terms and conditions, if any, upon which shares of such series shall be convertible 
into, or exchangeable for, shares of any other class or classes or any other series of the same or 
any other class or classes of stock of the Corporation, including the price or prices or the rate 
or rates of conversion or exchange and the terms of adjustment, if any; 

(6) the obligation, if any, of the Corporation to retire or purchase shares of such series 
pursuant to a sinking fund or fund of a similar nature or otherwise, and the terms and 
conditions of such obligation; 

(7) the voting rights, if any, of shares of such series; provided, however, that the holders 
of shares of Preferred Stock will not be entitled to more than one vote per share when voting 
as a class with the holders of shares of Common Stock; 

(8) the limitations, if any, on the issuance of additional shares of such series or any shares 
of any other series of the Preferred Stock; and 

(9) such other preferences, powers, qualifications, and special or relative rights and 
privileges as shall be stated in the vote or votes providing for the establishment of such series 
of Preferred Stock. 
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September 14, 1994 

Dear Fellow Stockholder: 

You are cordially invited to attend our Annual Meeting of Stockholders which will be 
held this year on Thursday, November 10, 1994, at 11:00 A.M., at the World Trade Center, 
Commonwealth Pier, 164 Northern Avenue, Boston, Massachusetts. 

The notice of meeting and proxy statement that follow describe the business to be 
conducted at the meeting. We also will give a presentation on the curient status o our 

business. 

Whether or not you plan to attend the meeting in person, it is important that youi shares 
be represented and voted. After reading the enclosed Notice of Annual Meeting anc roxy 
Statement, I urge you to complete, sign, date and return your proxy ballot in t ic enve ope 
provided. If the address on the accompanying material is incorrect, please advise oui nves or 
Services Department in writing at 111 Powdermill Road, Maynard, Massachusetts . 

For the Board of Directors, 

President and Chief Executive Officer 

DIGITAL EQUIPMENT CORPORATION, 146 MAIN STREET, MAYNARD, MASSACHUSETTS 01754 

YOUR VOTE IS IMPORTANT. 
PLEASE SIGN, DATE AND RETURN YOUR PROXY. 



DIGITAL EQUIPMENT CORPORATION 

NOTICE OF 1994 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment 
Corporation, a Massachusetts corporation, will be held on Thursday, November 10, 1994, at 
11:00 A.M., at the World Trade Center, Commonwealth Pier, 164 Northern Avenue, Boston, 
Massachusetts, for the following purposes: 

1. To elect four members to the Board of Directors to serve for a three-year term as Class 
II Directors. 

2. To approve an amendment to the 1968 Employee Stock Purchase Plan to increase the 
number of shares subject thereto by 5,000,000 shares. 

3. To approve an amendment to the 1981 International Employee Stock Purchase Plan to 
increase the number of shares subject thereto by 3,500,000 shares. 

4. To ratify the selection of the firm of Coopers & Lybrand L.L.P. as auditors for the fiscal 
year ending July 1, 1995. 

5. To transact such other business as may properly come before the meeting. 

Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 
close of business on September 12, 1994, the record date fixed by the Board of Directors for 
such purpose. 

By Order of the Board of Directors, 

^ . 

GAIL S. MANN, Clerk 
September 14, 1994 

Stockholders are requested to sign the enclosed proxy card and return it promptly in the 
enclosed postage paid envelope to Digital Equipment Corporation, P.O. Box 1006, New York, 
New York 10269. 
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PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of 
Directors of Digital Equipment Corporation (the "Corporation ) for use at the 1994 Annual 
Meeting of Stockholders (the "Meeting"). 

An Annual Report to Stockholders, containing financial statements for the fiscal year 
ended July 2, 1994, has been sent to all stockholders entitled to vote. This proxy statement and 
form of proxy were first sent to stockholders on or about the date of the accompanying Notice 
of 1994 Annual Meeting. 

Only common stockholders of record as of the close of business on September 12, 1994, 
will be entitled to vote at the Meeting and any adjournments thereof. As of that date, 
142,777,178 shares of Common Stock of the Corporation were issued and outstanding. Each 
share outstanding as of the record date will be entitled to one vote, and stockholders may vote 
in person or by proxy. Execution of a proxy will not in any way affect a stockholder s right to 
attend the meeting and vote in person. Any stockholder giving a proxy has the right to revoke 
it at any time before it is exercised by written notice to the Clerk of the Corporation. In 
addition, stockholders attending the Meeting may revoke their proxies at that time. 

The representation in person or by proxy of at least a majority of the outstanding shares of 
Common Stock entitled to vote at the meeting is necessary to constitute a quorum foi the 
transaction of business. Votes withheld from any nominee for election as director, abstentions 
and broker "non-votes" are counted as present or represented for purposes of determining the 
presence or absence of a quorum for the meeting. A non-vote occurs when a nominee 
holding shares for a beneficial owner votes on one proposal, but does not vote on another 
proposal because, in respect of such other proposal, the nominee does not have discretionary 
voting power and has not received instructions from the beneficial owner. An automated 
system administered by the Corporation's solicitation agent tabulates the votes. The vote on 
each matter submitted to stockholders is tabulated separately. Abstentions are included in the 
number of shares present or represented and voting on each matter. Broker non-votes are 
not so included. 



The persons named as attorneys in the proxies are directors and/or officers of the 
Corporation. All properly executed proxies returned in time to be cast at the Meeting, if no 
contrary instruction is indicated, will be voted as stated below under "Election of Directors." 
In addition to the election of Class II Directors, the stockholders will consider and vote upon 
proposals to (i) approve an amendment to the 1968 Employee Stock Purchase Plan to increase 
the number of shares available for issuance thereunder, (ii) approve an amendment to the 
1981 International Employee Stock Purchase Plan to increase the number of shares available 
for issuance thereunder, and (iii) ratify the selection of auditors. Where a choice has been 
specified on the proxy with respect to these matters, the shares represented by the proxy will 
be voted in accordance with the specification and will be voted FOR if no specification is 
indicated. Directors are elected by a plurality of votes cast and the affirmative vote of a 
majority of the shares present or represented at the meeting and voting on such matter is 
required ror approval of the other matters. 

The Corporation knows of no other matter to be presented at the Meeting. If any other 
matter should be presented at the Meeting upon which a vote properly may be taken.' shares 
represented by all proxies received by the Corporation will be voted with respect thereto in 
accordance with the judgment of the persons named as attorneys in the proxies. 

ELECTION OF DIRECTORS 
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serve) for the election of all nominees for Class II Directors. The Board of Directors knowsof 
no reason why any such nominee should be unable or unwilling to serve, but if such should be 
the case, proxies will be voted for the election of some other person or the Board of Directors 
will fix the number of directors at a lesser number. 

Set forth below is information with respect to each nominee for a Class II Director to be 
elected at the Meeting and for each Class I Director and Class III Director. With the exception 
of Mr. Staley, all of the directors were previously elected by the stockholders. 

Nominees to Serve as Directors for a Three-Year Term Expiring at the 1997 Annual 
Meeting (Class II Directors) 

VERNON R. ALDEN 

Mr. Alden, age 71, was Chairman of the Board and Executive Committee of The 
Boston Company, Inc., a financial services company, from 1969 to 1978. He was 
President of Ohio University from 1962 to 1969. Mr. Alden is also a director of Augat 
Inc., Colgate-Palmolive Company, Internet Corporation and Sonesta Internationa 
Hotels Corporation. He is also a trustee of several cultural and educational organiza
tions. He has been a director of the Corporation since 1959 and is a membei o its 
Audit Committee and Nominating Committee. 

ROBERT R. EVERETT 

Mr. Everett, age 73, is an engineering consultant. He retired as President of the Mitre 
Corporation, a federal contract research center, in 1986. Mr. Everett has een a 
director of the Corporation since 1986 and is a member of its Compensation and 
Stock Option Committee. 

THOMAS L. PHILLIPS 

Mr Phillips, age 70, retired as Chairman of the Board and Chief Executive Officer of 
Raytheon Company ("Raytheon") in March 1991, having served as Chief Executive 
Officer since 1968, and as Chairman of the Board since 1975. He has been a director of 
Raytheon since 1962. Mr. Phillips is also a director of The John Hancock Mutual Life 
Insurance Company, SRA International, Inc., State Street Research and Management 
Co. and Knight-Ridder, Inc. Mr. Phillips has been a director of the Corporation since 
1991. He is Chairman of the Corporation's Compensation and Stock Option Commit
tee and is a member of its Nominating Committee. 
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DELBERT C. STALEY 

Mr. Staley, age 70, was Chairman, Chief Executive Officer and a director of NYNEX 
Corporation ("NYNEX") from 1983 until his retirement in September 1989. He 
continued serving as a director of NYNEX and served as Chairman of NYNEX 
International Management Committee from October 1989 to October 1991. Mr. Staley 
is a director of Allied Signal, Inc., Ball Corporation. The Bank of New York. The Bank 
of New York Company, Dean Foods Company. The John Hancock Mutual Life 
Insurance Company and Polaroid Corporation. He was elected a director of the 
Corporation on September 16, 1993 and is a member of its Compensation and Stock 
Option Committee. 

Directors Serving a Term Expiring at the 1995 Annual Meeting (Class I I I  Directors) 
COLBY H. CHANDLER 

Mr. Chandler, age 69, retired as Chairman of the Board and Chief Executive Officer of 
Eastman Kodak Company ("Kodak") in May 1990. Prior to that time he had been 
Chief Executive Officer, Chairman of the Board and Chairman of the Executive 
Committee of Kodak since July 1983. He assumed the presidency of Kodak in January 
1977. Mr. Chandler was a director of Kodak from 1974 to 1993. He is also a director of 
Citicorp, Ford Motor Company and J. C. Penney Company, Inc. Mr. Chandler has 
been a director of the Corporation since 1989 and is a member of its Audit Committee 
and Nominating Committee. 

ARNAUD DE VITRY 

Mr. de Vitry age 68, is an engineering consultant. From 1980 to 1990, Mr. de Vitry was 
Chairman of the Board and Chief Executive Officer of Eureka SICAV, France, an 
investment company. He is a director of Ionics, Incorporated and Schlumberger 
Limited. Mr. de Vitry has been a director of the Corporation since 1957 and is 
Chairman of its Nominating Committee. 

THOMAS P. GERRITY 

Dr. Gerrity, age 53, has served as Dean of the Wharton School of the University of 
Pennsy'vania smce July 1990 From 1969 to 1989, Dr. Gerrity was chief executive 
officer of Index Group, Inc. ( Index ), an information technology consulting com
pany he founded. In 1988, Index became part of Computer Sciences Corporation 
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("CSC") and Dr. Gerrity was subsequently appointed president of CSC s commercial 
professional services group, CSC Consulting. Dr. Gerrity is presently a director of the 
Federal National Mortgage Association, Reliance Group Holdings, Inc. and un 
Company, Inc. He has been a director of the Corporation since 1992, and is a member 
of the Corporation's Compensation and Stock Option Committee. 

Directors Serving a Term Expiring at the 1996 Annual Meeting (Class I Directois) 

PHILIP CALDWELL 
Mr Caldwell, age 74, has been Senior Managing Director of Lehman Brothers Inc_ 
("Lehman Brothers") since May 1985. He succeeded Mr. Henry Ford II asChiet 
Executive Officer of Ford Motor Company in 1979 and as Chairman in 1980. He 
retired as Chairman and Chief Executive Officer in 1985 and from the Board in 1990. 
He is a director of The Mexico Fund, Inc., Zurich Reinsurance Center Holdings, Inc., 
Zurich Holding Co. of America Inc., American Guarantee and Liability Insurance Co., 
Lehman Brothers, CASTECH Aluminum Group Inc. and Russell Reynolds Associates, 
Inc. He is also a trustee of several cultural and educational organizations. He has 
served as a Director of The Chase Manhattan Corporation and The Chase Manhattan 
Bank, N.A., Federated Department Stores, Inc., and the Kellogg Company, Inc. e 
has been a Director of the Corporation since 1980 and is Chairman of its Au it 
Committee. 

KATHLEEN F. FELDSTEIN 

Dr. Feldstein, age 53, has been President of Economics Studies, Inc., a private 
economics consulting firm since 1987. Dr. Feldstein is presently a director of Bank 
America Corporation, Conrail Corporation and The John Hancoc Mutua I e 
Insurance Company. Dr. Feldstein has been a director of the Corporation since 1993 
and is a member of its Audit Committee. 

ROBERT B. PALMER 

Mr. Palmer, age 54, has been President and Chief Executive Officer of the Corpora
tion since October 1, 1992. Mr. Palmer joined the Corporation in 1985 and served as 
Vice President, Semiconductor and Interconnect Technology until 1990, an as ^ 
President, Manufacturing, Logistics and Component Engineering from 1990 to 
From 1983 to 1985, he was Executive Vice President of Semiconductor Operations at 
Mostek Corporation ("Mostek"), a subsidiary of United Technologies Corporation. 
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Mr. Palmer was a co-founder of Mostek, where he held a series of senior management 
positions prior to its acquisition in 1980 by United Technologies Corporation. Mr. 
Palmer has been a director of the Corporation since 1992. 

Security Ownership of Directors and Executive Officers 

Shown below is certain information as of August 9, 1994, with respect to beneficial 
ownership of shares of the Corporation's Common Stock and of Depositary Shares, each 
represen^mgone-foiirthof a share of the Corporation's Series A 8%% Cumulative Preferred 

ock (the Depositary Shares ), by each director (including the four nominees for Class II 
AZ ea^h,executlve officer nanied in the Summary Compensation Table set forth on 

named ne dlr^tors and executive officers as a group. Unless otherwise indicated, the 
to the shires" ̂  ̂  S gr0Up P°SS€SS sole votin8 and investment power with respect 

Beneficial Owner 
-— Shares Beneficially Owned 

Vernon R.Alden 50.944(f)(2)' 

pl,ilip Ca,d-11 eSm 
Colby H. Chandler I wS(» 

Arnaud de Vitry 2,903(4) 
Kathleen F. Feldstein 11 (6) 

Robert R. Everett -,000 (, ) 
: 6,300(1) 

Thomas P. Gerrity 1.502(4) 
Robert B. Palmer 9,000(8) 
Thomas L. Phillips 390,144(9) 
Delbert C. Staley 8,000(10) 
Gresham T. Brebach, Jr 3,000(11) 
Charles F. Christ 0(12) 
Edward E. Lucente 44,000(13) 
Enrico Pesatori 0(14) 
William D. Strecker ! 48,696(15) 
All directors and executive officers as a group (22 64,595(16) 

persons) . . 
943,074(17) 
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(1) Includes 5,000 shares of Common Stock which the director has the right to acquire 
by exercise of a stock option granted pursuant to the Corporation's 1990 Stock Option Plan for 
Nonemployee Directors ("Nonemployee Directors Plan"). 

(2) Includes 22,253 shares of Common Stock held by Mr. Alden's wife, as to which 
shares Mr. Alden disclaims beneficial ownership. 

(3) Represents 4,000 Depositary Shares. These Depositary Shares represent less than 1% 
of the Corporation's issued and outstanding Depositary Shares and Preferred Stock. 

(4) Represents Common Stock units under the directors' deferred compensation plan 
described on page 10. Under the plan, nonemployee directors may elect to defer receipt of all 
or a portion of their compensation in the form of Common Stock units. Common Stock units 
carry no voting rights. 

(5) Includes 4,000 shares of Common Stock which Mr. Chandler has the right to acquire 
by exercise of a stock option granted pursuant to the Corporation's Nonemployee Directors 
Plan. 

(6) Includes 104,660 shares of Common Stock held by Mr. de Vitry's wife, as to which 
shares Mr. de Vitry disclaims beneficial ownership. 

(7) Includes 1,000 shares of Common Stock which Dr. Feldstein has the right to acquire 
by exercise of a stock option granted pursuant to the Corporation's Nonemployee Directors 
Plan. 

(8) Includes 2,000 shares of Common Stock which Dr. Gerrity has the right to acquire by 
exercise of a stock option granted pursuant to the Corporation's Nonemployee Directors Plan. 

(9) Includes 378,300 shares of Common Stock which Mr. Palmer has the right to acquire 
by exercise of stock options, 283,550 of which are subject to restrictions on disposition which 
lapse over time. Also includes 8,000 shares awarded as restricted stock under the Corporation s 
1990 Equity Plan. 

(10) Includes 3,000 shares of Common Stock which Mr. Phillips has the right to acquire 
by exercise of a stock option granted pursuant to the Corporation's Nonemployee Directors 
Plan. 

(11) Includes 1,000 shares of Common Stock which Mr. Staley will have the right to 
acquire on September 16, 1994 by exercise of a stock option granted pursuant to the 
Corporation's Nonemployee Directors Plan. 

7 



a 

(12) Mr. Brebach resigned as an officer and employee of the Corporation on August 8 
1994. 

(13) Consists of 44,000 shares of Common Stock which Mr. Christ has the right to acquire 
by exercise of stock options, 2t,200 of which are subject to restrictions on disposition which 
lapse over time. 

(14) Mr. Lucente resigned as an officer and employee of the Corporation on April 29, 
1994. 

(15) Includes 30,000 shares of Common Stock which Mr. Pesatori has the right to acquire 
by exercise of stock options, 24,000 of which are subject to restrictions on disposition which 
lapse o\ ei time. Also includes 18,000 shares of Common Stock awarded as restricted stock 
under the Corporation's 1990 Equity Plan. 

(16) Includes 53,000 shares of Common Stock which Mr. Strecker has the right to acquire 
by exercise of stock options, 32,950 of which are subject to restrictions on disposition which 
lapse over time. Also includes 2,185 shares of Common Stock held by Mr. Strecker's wife, as to 
which shares Mr. Strecker disclaims beneficial ownership. In addition, includes 8,000 shares 
awarded as restricted stock under the Corporation's 1990 Equity Plan. 

THe gr°UP 'S comprised of the execute officers named in the Summary Compensa
tion Table on Page 11 and those persons who were directors and executive officers of the 
Corporation on August 9, 1994. Includes 693,264 shares of Common Stock which the directors 
and executive officers as a group have the right to acquire by exercise of stock options granted 
under the Corporation's stock plans, 473,590 of which are subject to restrictions on disposition 
which lapse over time. In addition, includes 129,854 shares held by family members of officers 
or directors, as to which shares the applicable officer or director disclaims beneficial owner-
ship. Also includes 53,149 shares awarded as restricted stock under the Corporation's 1990 

The 943 0-4 h V t D®P°sitary T U by such director* and executive officers. 
The 943,074 shares held by all directors and executive officers as a group would represent 

e T̂oT'he s™ktpte„s n>0,a,i0,,'S ^ °U,S,a"di"S *«*. —* 

that during the period July 4, 1993 through July 2 1994 he dire i 7"'" °" 7 
complied with ,11 applicable Section 16 filing r^rement! °d 
tently hied late for („ Venron R. Mden. a Director, o"m5 
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Depositary Shares and (ii) John J. Rando, a Vice President of the Corporation, with respect to 
his sale of 341 shares of Common Stock. 

Certain Relationships and Related Transactions 

As previously noted, Philip Caldwell is Senior Managing Director and a director of 
Lehman Brothers, one of the Corporation's investment bankers. Lehman Brothers performs 
financial and investment banking services for the Corporation for which it receives usual and 
customary compensation. Mr. Caldwell's son-in-law is a middle management employee of the 
Corporation and receives the usual and customary compensation for the position he serves. 

Committees of the Board 

The Board of Directors has an Audit Committee, a Compensation and Stock Option 
Committee and a Nominating Committee. The Audit Committee selects the independent 
auditors to be employed by the Corporation, subject to ratification by the Corporation s 
stockholders, reviews generally the internal and external audit plans and the results thereof, 
and reviews generally the Corporation's internal controls with the internal and external 
auditors. The members of the Audit Committee are Mr. Caldwell, Chairman, and Mr. Alden, 
Mr. Chandler and Dr. Feldstein. 

The Compensation and Stock Option Committee reviews and recommends to the Board 
the compensation of directors, reviews the compensation of senior management and reviews 
and recommends to the Board the adoption of any compensation plans in which directors and 
officers are eligible to participate. The Committee also administers and interprets the Corpora
tion's stock plans and, subject to the provisions of the plans, selects the employees who are to 
participate in such plans and determines the terms of their participation. The members of the 
Compensation and Stock Option Committee are Mr. Phillips, Chairman, and Mr. Everett, Dr. 
Gerrity and Mr. Staley. 

The Nominating Committee is responsible for nominations to the Board of Directors. The 
members of the Nominating Committee are Mr. de Vitry, Chairman, and Messrs. Alden, 
Chandler, and Phillips. The Nominating Committee will consider highly qualified candidates 
proposed in writing by stockholders. Stockholders who wish to propose a nomination should 
submit the person's name and background information to the Clerk of the Corporation. 

The Board of Directors held nine meetings during the fiscal year ended July 2, 1994, the 
Audit Committee met five times, the Compensation and Stock Option Committee met three 
times and the Nominating Committee met three times. All directors attended more than 75% of 
the total number of meetings of the Board and the committees on which they serve. 
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Compensation of Directors 

Each director who is not also an employee of the Corporation received a retainer of 
$25,000 (or ratable portion thereof) for his or her services during the fiscal year ended July 2, 
1994, plus $1,000 for each Board meeting and each committee meeting attended. Directors are 
also reimbursed for out-of-pocket expenses incurred in attending Board and committee 
meetings. 

Directors may defer all or any part of their retainer or meeting fees pursuant to a deferred 
compensation plan. Pursuant to the plan, nonemployee directors of the Corporation may elect 
to defer receipt of all or a specified portion of their compensation in the form of cash, with an 
interest rate related to Treasury bills, or in the form of units, the value of each unit initially 
being equal to the fair market value of one share of the Common Stock of the Corporation on 
the date the compensation being deferred would otherwise be payable. The plan provides that 
compensation deferred under the plan, whether in the form of cash or units, will be paid out in 
cash after termination of service as a director. Directors may elect that compensation so 
deterred be paid out in a lump sum or in up to ten annual installments. Payment of 
compensation deferred under the plan commences in January of the year following the year in 
which service as a director terminates. 

Pursuant to a retirement plan for nonemployee directors adopted in May 1987, each 
nonemp oyee director of the Corporation on the date of adoption of the plan, and everv other 
nonemployee director who is 70 years of age or older and who has completed at least five years 
of service on the Board, is entitled upon termination of service to an annualized benefit for life 
which is equal to the annual retainer for nonemployee directors in effect on the date of 
termination of service. The plan also provides for coordinated disability benefits for all 
nonemployee directors equal to the annual retainer in effect on the date of total disability. 

PlanEfoChNn0nemf°yee4ireCt0r °/f the Corp,0ration also participates in the 1990 Stock Option 
Plan for Nonemployee Directors ( Nonemployee Directors Plan"), which provides for a one
time grant of an option to purchase 5,000 shares of the Cornoration'« Pn Cf i 
per share eq»a, to ,00% of the fait marhe, value of the 

oecurring^asof the'date'of U" "* Directors Plan is automatic in nature, 
occurring as of the date of commencement of service as a nonemployee director The options 
become exercisable at the rate of 20% per year beginning on the fi \ • c i A te 
the director begins service, with credit given fo, all pK S! a a"n'verfary °f ,he di"' 
as of the date of approval of the Nonemployee Directors Pkn 4 °" wh° We"" 
from the date ofgrant, „„,ess terminated earlier,» M 
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Nonemployee Directors Plan authorizes the issuance of a maximum of 100,000 shares of 
Common Stock, and will terminate on December 31, 2000. 

Executive Compensation 

Summary Compensation Table 
The Summary Compensation Table shows compensation information for the Chief 

Executive Officer, the four other most highly compensated executive officers for the sea yeai 
ended July 2, 1994, and Edward E. Lucente, who resigned as an executive officer and employee 
of the Corporation on April 29, 1994. 

Annual Compensation 
Long-Term 

Compensation 
Awards 

Name and 
Principal Position 

Robert B. Palmer 
President and Chief 
Executive Officer 

Year 
Salary 

($1 
Bonus 

($) 

Other 
Annual 

Compensation 
($) (2) 

Restricted 
Stock 

Awards 
($) (3) 

All 
Stock Other 

Options Compensation 
(#) ($) (4) Name and 

Principal Position 

Robert B. Palmer 
President and Chief 
Executive Officer 

1994 $900,016 $ 
1993 738,469(5) 
1992 

0 
0 

$ 0 
0 

$ 0 
0 

120,000 
345,000 

$ 0 
9,000 

Gresham T. Brebach, Jr. . 
Vice President (6) 

. 1994 
1993 
1992 

700,003 
134,616 

200,000(1) 
200,000(1) 

78,225 
0 

0 
425,000 

40,000 
30,000 

0 
0 

Charles F. Christ 
Vice President 

1994 
1993 
1992 

315,016 
306,654 
288,860 

0 
0 
0 

0 
106,259 

0 

0 
0 
0 

60,000 
30,000 
30,000(7) 

0 
0 
0 

Enrico Pesatori 
Vice President (6) 

1994 
1993 
1992 

569,242 
228,468 

0 
100,000(1) 

116,899 
86,913 

195,620 
350,000 

75,000 
30,000 

0 
0 

William D. Strecker 
Vice President 

1994 
1993 
1992 

427,891 
357,704 
305,019 

0 
60,000 

0 

0 
0 
0 

0 
0 

446,000 

50,000 
29,000 
30,000(7) 

0 
13,500 

0 

Edward E. Lucente 
Vice President(6) 

1994 
1993 
1992 

553,235 
138,118 

0 
0 

91,191 
0 

0 
410,620 

0 
40,000 

282,502 
0 

(1) The Corporation agreed to pay the stated amounts to Messis. Bre ac an esaton as 
an inducement for their commencing employment with the Corporation, ee mp oyment 
Arrangements" and "Compensation and Stock Option Committee Report on xecutive 
Compensation". 
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(2) Represents customary one-time relocation and allowance payments to executives 
joining the Corporation. Mr. Pesatori's compensation for the fiscal year ended July 2, 1994 
includes 20% of the original principal amount of a $150,000 relocation loan from the 
Corporation, and for each fiscal year, accrued interest, which amounts were forgiven. Mr 
Brebach s compensation for fiscal year 1994 includes accrued unpaid interest on relocation 
loans trom the Corporation, which loans have been repaid in full. 

fU J3? Tfhe amournt shown for Mr Pesatori for fiscal year 1994 represents the dollar value on 
e date of grant of 10,000 shares of restricted Common Stock awarded to Mr. Pesatori during 

seal year 1994. The restrictions with respect to 50% of these shares lapse on December 16, 
i 1 Vm*le,rei"ain1ing restrictions lapse on December 16, 1995. The value of these shares at 
R K f D business day of the fiscal year, was $190,000. Amounts shown for Messrs. 

rebach Pesaton and Lucente for fiscal year 1993 represent the dollar value on the date of 
g nt of iO OOCshares of restricted Common Stock awarded to each of such individuals during 

seal year 1993. The value of each of these 10.000 share grants at July 1, 1994, the last business 
y o the fiscal year was $190,000. Upon the resignation of each of Messrs. Brebach and 

ucente as officers and employees of the Corporation on April 29, 1994 and August 8 1994, 
foXTlTrh K°00 I °f restricted Common Stock then held by each of them were 
8 nnn t amount shown for Mr. Strecker represents the dollar value on date of grant of 
vLffi! nfT °f r®StnCted Common Stock awarded to Mr. Strecker during fiscal year 1992. The 
Messrs R K6 h T * ̂  V 1994> the *** buSin6SS day of the fiscaI vear,'was $152,000. 
Commn I 3 I . Strecker held 7'000' 18'000 8.000 shares of restricted 
forf t d n f Trively' at the end ° 1 year 1994' As noted above' Mr. Brebach 
If the r , reS f restricted Common Stock upon his resignation on August 8, 1994. 
Commoner?0" TT ̂  ^ \° ^ dividends on its Common Stock, holders of restricted 
bvTem Th W°uldfrTVe Ca,SH dividendsL°n tHe Shares 0f «*tricted Common Stock held 
restricted Cn ""T realized by any "amed executive officer in respect of 
the executive offi0" 5 77 UP°! 7 ^ °f the Corporation's Common Stock when 

ecutive officer sells the shares, which can only occur after the restrictions lapse. 

$3 00(lWtreSPeCV° Messrs, Palmer and Strecker, consists of cash received at the rate of 
during fiscal ve7T988 7''°" 6 exchange for cancellation of stock options granted 
represents^everan<7 " 7 ̂  ̂115100 per share- Witb respect to Mr. Lucente, 
Arrangements". 6 Paym6ntS pald t0 Mr' Llicente during fiscal year 1994. See "Employment 
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(5) Mr. Palmer was elected President and Chief Executive Officer of the Corporation 
effective October 1, 1992. Salary reflected in the table includes compensation paid to Mr. 
Palmer in all capacities during fiscal year 1993. 

(6) Messrs. Brebach, Pesatori and Lucente joined the Corporation on April 26, 1993, 
March 12, 1993 and April 15, 1993, respectively. Mr. Brebach resigned as an officer and 
employee of the Corporation on August 8, 1994 and all of his stock options were canceled at 
that time. Mr. Lucente resigned as an officer and employee of the Corporation on April 29, 
1994 and all of his stock options were canceled at that time. See "Employment Arrangements . 

(7) These options may not be exercised unless and until the Corporation's stock price 
averages at least $100 over 90 consecutive trading days. 

Option/SAR Grants In Last Fiscal Year 

The following table shows information regarding grants of stock options during the fiscal 
year ended July 2, 1994 to the named executive officers. The Corporation did not grant any 
stock appreciation rights during fiscal year 1994. 

Individual Grants 
% of Total 

Options/SAR's 
Granted to Exercise 
Employees or Base 

Options/ SARs in Fiscal Price Expiration 
Name Granted (#) (1) Year ($/Sh) (1) Date 

Robert B. Palmer 120,000 3.7% $19,562 9/13/04 $ 1,522,571 $ 3,886,000 
Gresham T. Brebach, Jr. . . 40,000(4) 1.2 19.562 9/13/04 507,524 1,295,333 
Charles F. Christ 60,000 1.9 19.562 9/13/04 761,286 1,943,000 
Enrico Pesatori 75,000 2.3 19.562 9/13/04 951,607 2,428,750 
William D. Strecker 50,000 1.6 19.562 9/13/04 951,607 2,428,750 
Edward E. Lucente 0(4) — — — — 

All Stockholders (3) 
0(4) 

1.89 billion 4.69 billion 

(1) Stock options were granted under the Corporation's 1990 Equity Plan at an exercise 
price equal to the fair market value of the Corporation's Common Stock on the date of grant. 

Potential Realizable 
Value at Assumed 

Annual Rates of Stock 
Price Appreciation 

for Option 
Term (2) 

5%($) 10% ($) 
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The options have a term of ten years and 90 days and become exercisable ratably over three 
years from date of grant. 

(2) Amounts reported in these columns represent amounts that may be realized upon 
exercise of the options immediately prior to the expiration of their term assuming the specified 
compoun ed rates of appreciation on the Corporation s Common Stock over the term of the 
options. These numbers are calculated based on rules promulgated by the Securities and 

xchange Commission and do not reflect the Corporation's estimates of future stock price 
growth. Actual gains, if any, on stock option exercises and Common Stock holdings are 

epen ent on the timing of such exercise and sale of the shares and the future performance of 
the Corporation's Common Stock. There can be no assurances that the rates of appreciation 
assumed m this table can be achieved or that the amounts reflected will be received by the 
individuals. 

(3) The amounts shown as potential realizable values for all stockholders represent the 
corresponding increases from July 1, 1994, the last business day of the fiscal year, in the market 
va ue of 142,28,.0,8 shares of the Corporation's Common Stock outstanding on such date. 

1QQ4(4) A B,re^ach rfigned as an officer and employee of the Corporation on August 8, 
»4, and all of the stock options granted to him during fiscal year 1994 were canceled at that 

lme. : lr. Lucente resigned as an officer and employee of the Corporation on April 29, 1994. 
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Aggregated Option/SAR Exercises in Last Fiscal Year and FY-End Option/SAR Values 

The following table summarizes for each of the named executive officers the number of 
stock options, if any, exercised during the fiscal year ended July 2, 1994, the aggregate o ar 
value realized upon exercise and the total number of unexercised options helc at Ju Y ' 
None of the named executive officers held any in-the-money, unexercised options 01 s at 
July 2, 1994, and none of the named executive officers exercised or held any SARs c """§ t ie 

year. The closing price of the Corporation's Common Stock on the New York Stoc xc ange 
on July 1, 1994, the last business day of the fiscal year, was $19.00. 

Number of Unexercised Value of Unexercised 
Number of Options/SARs at In-the-Money Options 

Shares FY-End (#) SARs at FY-End ($) (2) 
Underlying Value . ,, Restricted/ 

Name Exercisable Exercisable Unexercisable 

Robert B. Palmer 0 $0 72,750 
GreshamT. Brebach, Jr. (3) 0 0 6,000 64,000 
Charles F. Christ 0 0 13,200 134,000 - _ 
Enrico Pesatori 0 0 6,000 ' 
William D. Strecker 0 0 14,550 133,000 ^ _ 
Edward E. Lucente(4) 0 0 0 

(1) A portion of these options represent immediately exercisable restricted stock options, 
with restrictions on disposition of the underlying shares lapsing ratably over perio sot iree 
to ten years from date of grant. The number of underlying shares subject to such options for 
the named executive officers is as follows: Mr. Palmer, 378,300; Mr. Brebach 30,000; Mr. Christ, 
44 000- Mr Pesatori 30,000 and Mr. Strecker, 53,000. 40,000, 30,000 and 30,000 of the remaining 
options held by Mr. Palmer, Mr. Christ and Mr. Strecker, respectively, were granted during 
fiscal year 1992 and become exercisable at the rate of 20% per year but may not be exercised 
unless and until the Corporation's stock price averages at least $100 over 90 consecutive 
trading days. The remaining options held by Messrs. Palmer, Brebach, Christ, Pesatori and 
Strecker were granted during fiscal year 1994 and become exercisable ratably over three years. 

(2) None of the currently exercisable stock options held by any of the named executive 
officers is in-the-money. 

(3) Upon Mr. Brebach's resignation as an employee and officer of the Corporation on 
August 8, 1994, all of his then outstanding stock options were canceled. 
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(4) Upon Mr. Lucente s resignation as an employee and officer of the Corporation on 
April 29, 1994, all of his then outstanding stock options were canceled. 

Pension Plans 

The Corporation and its subsidiaries have pension plans covering substantially all of their 
employees. Benefits under the Corporation's defined benefit pension plan (the "Pension 
Plan ) for its U.S. employees are based upon the employee's earnings during service with the 
Corporation and are payable after retirement in the form of annuities or lump sum benefits. 
The annual amount payable upon retirement at age 65 is, in general, 1.5% of the aggregate 
amount of the participant's compensation earned on and after July 1, 1989. Those persons who 
were active participants on July 1, 1989, or who later become active participants credited with 
prior service, are also eligible to receive 1.5% of the average of the participant's annual 
compensation between July 1, 1984 and July 1, 1989, multiplied by the number of years of 
accredited service prior to July 1, 1989. For purposes of calculating a participant's pension 
benefit annual compensation is currently limited to $150,000. subject to adjustment to reflect 
cost of living increases. A participant's annual pension may not exceed the lesser of the 
maximum allowable dollar limit, or 100% of the participant's average compensation for the 
participants three highest paid consecutive years of service with the Corporation. 

The Digital Equipment Corporation Restoration Pension Plan (the "Restoration Plan"), 
adopted effective as of May 1, 1992, compensates the Corporation's employees for reductions 
Th R T ? Ca^.ulated under the Pension Plan due to legislative and regulatory limitations, 

e Restoration Plan provides additional retirement compensation equal to the difference 
e ween the benefit a participant would receive under the Pension Plan without the legislative 

Pensimi "pian^ at'°nS a"d the benefit actuallV payable to the participant under the 

Estimated annual retirement benefits payable as a straight life annuity under the Pension 
i an ,efS °:f-n an at a^e 65 based on projected compensation and continued 

1 oyment for the following individuals would be: Mr. Palmer, $194,641; Mr. Christ, $75,549; 
officer T' 1 a"d Mr- Strecker $168,342. Messrs. Lucente and Brebach resigned as 
vested and e™pl°yees of [he Corporation prior to the time any of their retirement benefits 

or Resioraton^r be"e«ts *• Pl» 

16 



Employment Arrangements 
In connection with his offer of employment, the Corporation (i) agreed to.pay Mr. 

Pesatori a base salary of $550,000 a year, which has subsequently beenmcre^_t$650,00m 
recognition of his assumption of additional responsibilities (see Compensahon and Stock 
Option Committee Report on Executive Compensation"); (ii) awarded Mr. Pesaton 10,000 
shares of restricted Common Stock with restrictions on disposition lapsing over five years, and 
g r a n t e d  h i m  a  r e s t r i c t e d  s t o c k  o p t i o n  w i t h  r e s p e c t  t o  3 0 , 0 0 0  s h a r e s  o f  C — S ^ a ^  
exercise price of $35.00 per share, with restrictions lapsing ratably over ^ H 
loaned Mr. Pesatori $150,000 for the purchase of a princ.pal residence in connectiorwith his 
relocation to the Boston area. If Mr. Pesatori were no longer to be empbyed by Ae 
Corporation, such loan would bear interest at the minimum .ate necessary Jed The 

of interest income under the United States Internal Revenue Code of 1986 as amended, 
loan is secured by a subordinated second mortgage. One-fifth of the originaJ. ^ighial 
of the loan was forgiven on February 3, 1994, and an additional 
principal amount of the loan will be forgiven on each anniversary thereo . .g 

employed by the Corporation on each such date. In the event Mr. Pesa Cor„oration 

terminated without cause within the first four years of his employmen 
he would receive his then current salary for twenty-four months unles 
employment with a competitor of the Corporation. 

Mr. Brebach served as Vice President of the Corporation through August 8> 1994' At the 

time of his departure, the Corporation entered into a severance ^ th ™ym'ent 
included a covenant not to compete with the Corporation and which pr 
to him, in installments, of a total of $350,000. 

Mr Lucente served as Vice President of the Corporation through April 29, 1994. AtMhe 
time of his departure, the Corporation entered into a severance 
included a covenant not to compete with the Corporation and which p 
to him in installments, of a total of $650,000. Payment of a portion of this amou 
conditioned on his not being employed with another entity under certain circumstances prior 

to February 1995. 
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Stock Price Performance Graph 

The following graph compares the five-year return for the Corporation's Common Stock 
against the Standard & Poor's ("S&P") 500 Stock Index and the S&P Computer Systems Index. 
The graph assumes $100 was invested on July 1, 1989 in the Corporation's Common Stock and 

u cjS n'ves^e t lat time in each of the S&P indexes. The comparative data assumes that 
all dividends, il any, were reinvested. 
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COMPENSATION AND STOCK OPTION COMMITTEE 
REPORT ON EXECUTIVE COMPENSATION 

The Compensation and Stock Option Committee (the Committee ) of the Board of 
Directors is composed of four independent non-employee directors. The Committee is 
responsible for approving executive officer compensation and for administering the cash 
incentive and equity participation plans that govern the variable compensation paid to all 
senior management of the Corporation. The following report describes the Corporation s 
executive compensation practices and the actions of the Committee regarding compensation 
paid to executive officers during fiscal year 1994. 

The Corporation's executive compensation programs are designed to link the level of 
executive compensation to corporate and individual performance and increases in shareholder 
value. In addition, these programs are intended to motivate executives to improve the 
Corporation's financial performance and to make executives accountable for the performance 
of the business units or functions for which they are responsible. It is also a goal of these 
programs to attract and retain talented executives. 

The Corporation's disappointing operating results during and for fiscal year 1994 signifi
cantly influenced the Committee's decisions regarding the level and the components of 
executive compensation. The Committee's compensation decisions and awards in fiscal year 
1994 generally were weighted toward vehicles which would provide incentives for executives 
to improve the Corporation's financial performance and link the level of executive compensa
tion to increases in shareholder value. As in past years, the Committee reviewed the total 
compensation of executive officers relative to the compensation of executives of large and 
competitor companies, including companies in the Standard & Poor s Computer Systems 
Index, others in the Corporation's industry and select cross-industry Fortune 100 companies, 
all of which shall be referred to as the "Comparison Group . The Committee also reviewed the 
executive officer's performance and the performance of the business unit or function for which 
such officer was responsible. 

The Corporation's standard executive compensation package consists of three elements: 
base salary, cash incentives and stock options. The Committee attempts to combine these 
three elements to address the following objectives. 

• attract and retain talented individuals by paying them a competitive base salary; 

• reward targeted and superior corporate, organizational and individual performance through 
cash incentives; 
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motivate and encourage performance that increases shareholder value and contributes to 
the future success of the Corporation through grants of stock options. 

Base Salaries. Base salary levels are determined relative to external market and 
Comparison Group practices, the internal scope and impact of the job, the overall 
performance of the Corporation and the performance of the business unit or function for 
which the executive officer is responsible. Actual 1994 salaries varied considerably among 
the executive officers depending upon responsibilities, market dynamics, past perform
ance, attainment of individual and business performance goals and tenure. 

In April 1994, Enrico Pesatori accepted the additional responsibility of managing the 
Corporation s systems business while retaining responsibility for the Corporation's per
sonal computer business, for which his annual base salary was increased to $650,000. In 
June 1994 Charles F. Christ, formerly Vice President of the Corporation's Storage 
Business unit, agreed to assume increased management responsibility for the newly 
formed Components Division of the Corporation. In recognition of Mr. Christ's expanded 
role and responsibilities, his annual base salary was increased to $425,000. William D. 
Mrecker s annua base salary was increased to $450,000 in December 1993 in recognition 
of his responsibilities as the Chief Technical Officer of the Corporation. 

Cash Incentives^. The Corporation introduced a cash incentive plan for the first time 
in fiscal year 1993. The purpose of this plan is to reward participants, including executive 
officers relative to corporate, organizational and individual performance for any given 
year. The program for fiscal year 1994 provided that the cash awards were contingent on 
Ae achievement of corporate-wide financial objectives related to earnings per share, as 

w chTfT ffir§etS estab]ishec! ,for the business organization or function for 
tives were fC r i^u^ resPonsible' Because the corporate-wide financial objec-
year 1994 ach,eved' the Corporation did not fund the cash incentive plan in fiscal 

Cornoratkm f" °f e™ployn,ent and an inducement for him to join the 
addition to hi h T rY^ t0 P7 Gresham T Brebach> Jr $200,000 in cash in 
payments are refle6 tP a" <!' ServiC6S d"ring ea^h of fiscal years 1993 and 1994. These P yments are reflected in the Summary Compensation Table above. 

Equity Participation Plans. Stock options continue fe Ko • t r.f the 
Corporation's compensation stratesv because ft, be a maj0r comPonent of tbe 

interests of I P  f  , 'S coniPensation vehicle closely aligns the 
interests of management with those of shareholders. Stock options are periodically 



Hi 

granted to executive officers based 011 an assessment of each officer s potential to 
contribute to the future success of the Corporation and relative to practices of companies 
in the Comparison Group. Based on this review, during fiscal year 1994 the Corporation 
granted fair market value options that become exercisable ratably over three years, with a 
term of 10 years and 90 days. 

The Corporation periodically awards a small number of individuals, including certain 
executive officers, restricted stock in recognition of outstanding performance. Restricted 
stock awards also have been used and may continue to be used to attract and retain 
certain key individuals. As reflected in the Summary Compensation Table above, Mr. 
Pesatori received a restricted stock award for 10,000 shares of Common Stock in 
recognition of his performance as Vice President and General Manager of the Personal 
Computer Business Unit. Under Mr. Pesatori s stewardship, revenues from the Corpora
tion's personal computer business nearly doubled from fiscal year 1993 to fiscal year 1994. 

Chief Executive Compensation. Mr. Palmer's annual base salary for fiscal year 1994, which 
was determined shortly before the commencement of the fiscal year, was not further adjusted 
and remains at $900,000 due to the Corporation's disappointing financial performance in fiscal 
year 1994. Mr. Palmer also participates in the cash incentive plan but did not receive an award 
under the plan for fiscal year 1994 because the corporate-wide financial objectives under the 
plan for fiscal year 1994 were not achieved. 

The Committee believes that the total compensation package for the Chief Executive 
Officer should provide significant incentives to improve corporate performance and increase 
shareholder value. In June 1994 the Committee awarded Mr. Palmer a stock option to purchase 
120,000 shares of the Corporation's Common Stock, at an exercise price equal to the fair 
market value of the Common Stock on the date of grant and exercisable ratably over three 
years. In determining the size and vesting schedule of this grant, the Committee considered 
the challenges facing the Corporation as it seeks to restore profitability as well as the practices 
of companies within the Comparison Group. The Committee also reviewed the size and terms 
of Mr. Palmer's stock option grant with an outside consultant. 

The Committee believes that Mr. Palmer's total compensation is appropriate, taking into 
account the significance of his responsibilities, the performance of the Corporation and 
relative to chief executive officers of companies within the Comparison Group. 

Compensation Deductibility. Internal Revenue Code section 162(m) imposes a limit on 
tax deductions for annual compensation in excess of one million dollars paid to any of the five 
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most highly compensated executive officers of a corporation. This provision excludes certain 
orms of performance based compensation" from the compensation taken into account for 

purposes of that hm,t. The Committee will assess the impact of this provision on its 
compensation practices and will determine what action, if any, is appropriate. 

Compensation and Stock Option Committee: 

Thomas L. Phillips, Chairman 
Robert R. Everett 
Thomas P. Gerrity 
Delbert C. Staley 

PROPOSAL TO AMEND THE 1968 EMPLOYEE STOCK PURCHASE PI VN 
TO INCREASE THE NUMBER OF SHARES AVAILABLE FOR ISSUANCE 

Plan^th^ml1v9e9e4pihe'^Trd °f ^1°" the 1968 Employee Stock Purchase 
sharesTheaZndment -11 K °f shares s"hject thereto by 5.000,000 
increL i^ shTs Lneeri r 7, u T  °'*  UP°n apProval bV the stockholders. This 
Plan for the beneht of ehgibleYmployees' 0rP°ratl°n t0 COntinue operating the Employee 

The Board of Directors recommends a votp pop 1 * Li 
Employee Plan. approving the amendment to the 

Description of the 1968 Employee Stock Purchase Plan 
In 1968 the Board of Directors and the i r 

substantially all employees of the Corporation and its p7 * 7 7 Emp,oyee Plan f°r 

directors of the Corporation. Since adoption of the Fm 1 ™ 8 subs,d,ar,es< other than 
have been authorized for issuance thereunder. f"".C"' « TO 
employees were eligible to participate in the Employee PI J a<*>roximale y / 
employees were participating. P°>ee Plan, and approximately 23,500 

The Employee Plan permits employees to purchase ck r i ^ n 
Stock twice yearly through accumulated payroll deductio Corporation's Common 
compensation. The six-month periods June 1 to Novemhe77 a maxinlum of W% 7 * 
the payment periods ("Payment Period") during which a"d December 1 ^ May 31 ar^ 
under the Employee Plan, The price at which shares **7 deductions are accumulated 

purchased is an amount equal to 85% 
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of the fair market value of the stock on the first or last business day of the applicable six-month 
Payment Period, whichever is lower. 

The Board of Directors may terminate or amend the Employee Plan, provided that no 
amendment shall, without stockholder approval, increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 

During the period July 4, 1993 through July 2, 1994, executive officers of the Corporation 
purchased shares under the Employee Plan as follows: Mr. Pesatori, 696 shares; Mr. Strecker, 
696 shares; all current executive officers as a group, 5,284 shares; and all employees as a group 
(excluding current and named executive officers but including current officers who are not 
executive officers), 4,710,465 shares. 

At August 1, 1994, 35,875,419 shares had been purchased by employees under the 
Employee Plan and 2,924,581 shares remained available. 

Tax Aspects under the U.S. Internal Revenue Code 

Generally, the following tax consequences under the United States Internal Revenue 
Code of 1986, as amended (the "Code"), are applicable to shares purchased under the 
Employee Plan: 

1. No taxable income will be realized by the employee at the time of the purchase of 
the shares. 

2. If the employee disposes of the shares two years or more after the date of the 
beginning of the Payment Period when the employee acquired the shares, then the 
employee at that time will recognize as taxable compensation income an amount equal to 
the lesser of: 

(a) the excess of the fair market value of the shares on the date of such 
disposition over the price at which the shares were purchased, or 

(b) 15% of the fair market value of the shares at the beginning of the Payment 
Period. 

In addition, the employee may recognize a long-term capital gain or loss in an amount 
equal to the difference between the amount realized upon the sale of the shares and the 
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basis of the shares (i.e., the purchase price plus the amount, if any, taxed as compensation 
income). 

3. If the employee disposes of the shares within two years after the date of the 
beginning of the Payment Period when the employee acquired the shares, the employee 
at that time will recognize taxable compensation income equal to the fair market value of 
the shares on the date of purchase (the last business day of the applicable Payment 
Period) less the amount paid for the shares. In addition, the employee will recognize a 
capital gain or loss in an amount equal to the difference between the amount realized 
upon the sale of the shares and the basis of the shares (i.e., in this case, the purchase price 
plus the amount taxed as compensation income). If the employee holds the shares for 
more than one year, this gain or loss will be a long-term capital gain or loss. 

4. The Corporation will be entitled to a deduction for federal income tax purposes in 
an amount equal to the amount which is considered ordinary compensation income if the 
employee disposes of the shares within two years after the date of the beginning of the 
Payment Period when the employee acquired the shares. 

PROPOSAL TO AMEND THE 1981 INTERNATIONAL EMPLOYEE STOCK PURCHASE 
PLAN TO INCREASE THE NUMBER OF SHARES AVAILABLE FOR ISSUANCE 

On June 16 1994, the Board of Directors amended the 1981 International Employee Stock 
a-noooo Pa" (t^ "International Plan") t0 ^crease the number of shares subject thereto by 
3,500 00° shares. The amendment will become effective only upon approval by the stockhold
ers. This increase in shares is needed to enable the Corporation to continue operating the 
International Plan for the benefit of eligible employees. 

I n t e r n a t i o n a l D i r e C ' ° r S  r e C ° m m e n d s  a  V M e  F O R  W a v i n g  t h e  a m e n d m e n t  t o  t h e  

Description of the 1981 International Employee Stock Purchase Plan 

adontiolfof htB,Td 0fhDire,CtmS and tHe r°?h0ld- ad°pted the International Plan. Since 
adoption of the International Plan, a total of 10,100,000 shares have been authorized for 

part^cimte inlhe'lnt ^Tp/' '"t aPPr0xima^y 31,100 employees were eligible to 
participate in the International Plan, and approximately 12,400 employees were participating. 
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The provisions of the International Plan are currently substantially the same as the 
Employee Plan described above. The International Plan was adopted in order to extend the 
benefits of the Employee Plan to employees (other than directors of the Corporation) of 
selected non-U.S. subsidiaries of the Corporation or branches thereof. The International Plan 
is not intended to be a tax-qualified plan undenthe Code. 

The Board of Directors may terminate or amend the International Plan, provided that no 
amendment shall, without stockholder approval, increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 

During the period July 4, 1993 through July 2,1994, no executive officers purchased shares 
under the International Plan and all employees as a group (excluding current and named 
executive officers but including current officers who are not executive officers) purchased a 
total of 2,223,023 shares under the International Plan. 

At August 1, 1994, 7,891,567 shares had been purchased under the International Plan and 
2,208,433 shares remained available. 

Employees participating in the International Plan will be subject to taxation in accordance 
with the laws of the countries where they are resident or employed. Accordingly, the tax 
consequences applicable to employees will vary depending on the country. Because the 
International Plan is not a U.S. tax-qualified plan, employees of participating foreign subsidiar
ies who are U.S. citizens or resident aliens also recognize taxable compensation income under 
the Code, but may be entitled, with certain limitations, to a U.S. foreign tax credit equal to the 
taxes paid to foreign countries in respect of the shares. 

RATIFICATION OF SELECTION OF AUDITORS 

The Audit Committee of the Board of Directors has selected the firm of Coopers & 
Lybrand L.L.P., independent accountants, to serve as auditors for the fiscal year ending July 1, 
1995 subject to ratification by the stockholders. Coopers & Lybrand L.L.P. has served as the 
Corporation's auditors since the organization of the Corporation. The Board of Directors 
recommends a vote FOR ratification of this selection. It is expected that a member of the firm 
of Coopers & Lybrand L.L.P. will be present at the Meeting, will have an opportunity to make 
a statement if so desired and will be available to respond to appropriate questions. 
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EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to 
soliciting stockholders through its regular employees, the Corporation will request banks and 
brokers to solicit customers of theirs who have shares of Common Stock of the Corporation 
registered in the name of a nominee. The Corporation will reimburse such banks and brokers 
for their reasonable out-of-pocket costs, at. the rates suggested by the New York Stock 
Exchange. Solicitation by officers and employees of the Corporation may also be made of some 
stockholders in person, or by mail, telephone or telegraph, following the original solicitation. 
Georgeson & Company Inc. has been retained by the Corporation to assist with the solicitation 
ot proxies at a cost to the Corporation estimated not to exceed $15 000 

STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

Proposals of stockholders intended for inclusion in the proxy statement to be mailed to all 
stockholders entitled to vote at the 1995 Annual Meeting of Stockholders of the Corporation 
must be received at the Corporation's principal executive offices not later than May 16, 1995. 
In order to curtail controversy as to the date on which a proposal was received by the 
Requested" Pr°P°nentS U d Submit thei'' ProP°sals by Certified Mail - Return Receipt 

September 14, 1994 
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Dear Fellow Stockholder: September 18, I995 

held this year on''Thursday 'N" °Ur An"Ua' Meeting of Stockholde ysssgSHzxaze*** 
Company, became a member of our Bo^rd ^ ViCe Preside»< at General Elect • 

Philip Caldwell will be retiW r A"gUSt H 1995' 
extremely grateful to him for his many^n^0^ °f Directors on November 9 1995 w 

r;̂ T]1 miss his stal during his 15 -;S:eai: 
— at the ^^^^^usiness to be 

Whether status of our 

be represented and voted af!° t'le meeting in person, it is inmortmt i t .  

p-rdnv,Sdrssrr'e,r!i-
— — in ™ SSi®2 

for the Board of Directors, 

ROBERT B. PALMER 

Chairman of the Board, President and 
Chief Executive Officer —.H V I  A J A V V U I I V C  wmcer 

DIGITAL EQUIPMENT CORPORATION, POWNT 

POWDERMILL ROAD, MAYNARD, MASSACHUSETTS 

PLEASE SrcNUDATFTlIS IMP0RTANT-
' ATE aND RETURN YOUR PROXY 

01754 



DIGITAL EQUIPMENT CORPORATION 

NOTICE OF 1995 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment 
Corporation, a Massachusetts corporation, will be held on Thursday, November 9, 1995, at 
11:00 A.M., at the World Trade Center, Commonwealth Pier, 164 Northern Avenue, Boston, 
Massachusetts, for the following purposes: 

1. To elect three members to the Board of Directors to serve for a three-year term as 
Class III Directors. 

2. To consider and act upon a proposal to approve the 1995 Equity Plan. 

3. To consider and act upon a proposal to approve the 1995 Stock Option Plan for 
Nonemployee Directors. 

4. To ratify the selection of the firm of Coopers & Lybrand L.L.P. as auditors for the fiscal 
year ending June 29, 1996. 

5. To consider and act upon a stockholder proposal relating to declassification of the 
Board of Directors. 

6. To transact such other business as may properly come before the meeting. 

Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 
close of business on September 11, 1995, the record date fixed by the Board of Directors for 
such purpose. 

By Order of the Board of Directors, 

GAIL S. MANN, Clerk 
September 18, 1995 

STOCKHOLDERS ARE REQUESTED TO SIGN THE ENCLOSED PROXY CARD AND 
RETURN IT PROMPTLY IN THE ENCLOSED POSTAGE PAID ENVELOPE TO DIGITAL 
EQUIPMENT CORPORATION, P.O. BOX 1006, NEW YORK, NEW YORK 10269. 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of 
Directors of Digital Equipment Corporation (the "Corporation") for use at the 1995 Annual 
Meeting of Stockholders (the "Meeting"). 

An Annual Report to Stockholders, containing financial statements for the fiscal year 
ended July 1, 1995, has been sent to all stockholders entitled to vote. This proxy statement and 
orm of proxy were first sent to stockholders on or about the date of the accompanying Notice 

of 1995 Annual Meeting. 

Only common stockholders of record as of the close of business on September 11, 1995 
will be entitled to vote at the Meeting and any adjournments thereof. As of that date, 
150,443,245 shares of Common Stock of the Corporation were issued and outstanding. Each 
share outstanding as of the record date will be entitled to one vote, and stockholders may vote 
in person or by proxy. Execution of a proxy will not in any way affect a stockholder's right to 
attend the meeting and vote in person. Any stockholder giving a proxy has the right to revoke 

any time before is exercised by written notice to the Clerk of the Corporation. In 
a ition, stockholders attending the Meeting may revoke their proxies at that time. 

The representation in person or by proxy of at least a majority of the outstanding shares of 
Common Stock entitled to vote at the meeting is necessary to constitute a quorum for the 
transaction of business. Votes withheld from any nominee for election as director, abstentions 
an ro er non-votes are counted as present or represented for purposes of determining the 
presence or absence of a quorum for the meeting. A "non-vote" occurs when a nominee 
o ing shares for a beneficial owner votes on one proposal, but does not vote on another 

proposal because, in respect of such other proposal, the nominee does not have discretionary 
voting power and has not received instructions from the beneficial owner. An automated 
system administered by the Corporation's solicitation agent tabulates the votes. The vote on 
each matter submitted to stockholders is tabulated separately. Abstentions are included in the 
number of shares present or represented and voting on each matter. Broker "non-votes" are 
not so included. 



The persons named as attorneys in the proxies are directors and/or officers of the 
Corporation. All properly executed proxies returned in time to be cast at the Meeting, if no 
contrary instruction is indicated, will be voted as stated below under "Election of Directors." 
In addition to the election of Class III Directors, the stockholders will consider and vote upon 
proposals to (i) approve the 1995 Equity Plan; (ii) approve the 1995 Stock Option Plan for 
Nonemployee Directors; and (iii) ratify the selection of auditors. Where a choice has been 
specified on the proxy with respect to these matters, the shares represented by the proxy will 
be voted in accordance with the specification and will be voted FOR if no specification is 
indicated. Directors are elected by a plurality of votes cast and the affirmative vote of a 
majority of the shares present or represented at the Meeting and voting on such matter is 
required for approval of these other matters. 

The stockholders will also consider and act upon a stockholder proposal relating to 
declassification of the Board of Directors. The Board of Directors recommends a vote against 
this proposal. Where a choice has been specified on the proxy with respect to the stockholder 
proposal, the shares represented by the proxy will be voted in accordance with the specifica
tion and will be voted AGAINST if no specification is indicated. The affirmative vote of a 
majority of the shares present or represented at the Meeting and voting on such matter is 
required for approval of this stockholder proposal. 

The Corporation knows of no other matter to be presented at the Meeting. If any other 
matter should be presented at the Meeting upon which a vote properly may be taken, shares 
represented by all proxies received by the Corporation will be voted with respect thereto in 
accordance with the judgment of the persons named as attorneys in the proxies. 

ELECTION OF DIRECTORS 

The Board of Directors of the Corporation is divided into three classes. Each class serves 
three years, with the terms of office of the respective classes expiring in successive years. The 
directors in Class I will be nominees for election to three-year terms at the 1996 Annual 
Meeting of Stockholders and the directors in Class II will be nominees for election to three-
year terms at the 1997 Annual Meeting of Stockholders. 

The present term of office for the directors in Class III ("Class III Directors") expires at 
the Meeting. Colby H. Chandler, Arnaud de Vitry and Thomas P. Gerrity were each elected at 
the Annual Meeting of Stockholders held November 5, 1992, and are nominees for re-election 
to a three-year term as Class HI Directors. If re-elected, the Class III Director nominees will 
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hold office until the Annual Meeting of StocUholclers to^be^held in unrt the.r 

SS byT^S odf°Dire«orI.„d no, Znarked as to withholdI atithontyjo vote fm any 

l°etef for theTection'of all nlteestr Cliis IIISt^SoLd bf Directors knows of 

will fix the number of directors at a lesser number. 

Set forth below is information with respect to each nominee for a Class III Director to be 
elected a. the Meeting and for each Class I D,rector and Class III Direct W.thAe exc p 
of Frank P. Doyle, all of the directors were previously elected by the 

r rrii y Toi'in Fxnirine at the 1998 Annual Meeting Nominees to Serve as Directors for a Three-Year Term Expning 

(Class III Directors) 

COLBY H. CHANDLER 
Mr Chandler age 70, retired as Chairman of the Board and Chief Executive Officer of 
Mr. Latianaier, age , . MflV 1990 Prior to that time he had been 
Eastman Kodak Company ( Kodak ) in May taw. Fxecutive 
Chief Executive Officer, Chairman of the Board and C ai january 

Committee of Kodak since July 198.1 He is also a director of 
1977. Mr. Chandler was a director of Kodak from la t* to i» rWdler has 
Citicorp, Ford Motor Company and C Penney handler has 
been a director of the Corporation since ia»a ana 
Committee and Nominating Committee. 

ARNAUD DE VITRY 

Mr. de Vitry, age 69, is an engineering cons u l t an t .  Front 1980 to 1J'9°'^'v'lp^'y """ 
Chairman of the Board and Chief 

I"fZa^fr:0"l^,rma„ of the Nominating 

Committee. 

THOMAS P. GERRITY 
, J ra Hie Wharton School of the University of 

Dr. Gerrity age 54 has served as was chief eiee„tive 
Pennsylvania since July 1990. From 1969 to taoa, u 



officer of Index Group, Inc. ("Index"), an information technology consulting com-
h€ foundecl- In 1988' Index became part of Computer Sciences Corporation 

( CSC ) and Dr. Gerrity was subsequently appointed president of CSC's commercial 
professional services group, CSC Consulting. Dr. Gerrity is presently a director of the 
Federal National Mortgage Association, Melville Corporation, Reliance Group Hold-
',000 InC ,and Sun ComPany. Inc. He has been a director of the Corporation since 
1992, and is a member of the Compensation and Stock Option Committee and 
Strategic Direction Committee. 

Directors Serving a Term Expiring at the 1996 Annual Meeting (Class I Directors) 

FRANK P. DOYLE 

Mr. Doyle, age 64, has been an Executive Vice President of General Electric 
Company and a member of its corporate executive office since July 1992 and was a 
Senior Vice President from 1981 to July 1992. He is a director of the Paine Webber 
Group Inc. Mr. Doyle was elected a director of the Corporation on August 24, 1995. 

KATHLEEN F. FELDSTEIN 

Dr. Feldstein, age 54, has been President of Economics Studies, Inc., an economics 
consulting firm, since 1987. Dr. Feldstein is presently a director of Bank America 
Corporation, Conrail Corporation and The John Hancock Mutual Life Insurance 
Company. Dr. Feldstein has been a director of the Corporation since 1993 and is a 
member of its Audit Committee. 

ROBERT B. PALMER 

Mr. Palmer, age 55, has been President and Chief Executive Officer of the Corpora
tion since October 1992, and Chairman of the Board since May 1995 Mr Palmer 
joined the Corporation in 1985 and served as Vice President, Semiconductor and 
Interconnect Technology until 1990, and as Vice President, Manufacturing, Logistics 
and Component Engineering from 1990 to 1992. From 1983 to 1985, he was Executive 
Vice President of Semiconductor Operations at Mostek Corporation ("Mostek 'f a 

Mostek^hf ril ,TeChn0l°g,ieS COrP°rati0n' Mr' Palmer was a co-founder of 
in 1980 bv U t A T if manaSf ment Positi°ns prior to its acquisition 
n 1980 by United Technologies Corporation. Mr. Palmer has been a director of the 

Corporation since 1992 and is Chairman of the Strategic Direction Committee 
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Directors Serving a Term Expiring at the 1997 Annual Meeting (Class II Directors) 

VERNON R. ALDEN 
Mr. Aide,,, age 72, was Chairman of the Board and &ecuU»J Commrttee of The 
Boston Company, Inc., a financial services company, from 1969 to 1978. He was 
President of Ohio University from 1962 to 1969. Mr. Alden is a director of Augat, Inc., 
Colgate-Palmolive Company, Internet Corporation and Sonesta International Hote s 
Corporation. He is also a trustee of several cultural and educational organizations, e 
has been a director of the Corporation since 1959 and is a member of the Audit 
Committee and Nominating Committee. 

ROBERT R. EVERETT 
Mr. Everett, age 74, is an engineering consultant. He retired as President of the Mitre 
Corporation, a federal contract research center, in 1986. Mr. Everett as een a 
director of the Corporation since 1986 and is a member of the Compensation and 
Stock Option Committee and Strategic Direction Committee. 

THOMAS L. PHILLIPS 
Mr. Phillips, age 71, retired as Chairman of the Board and Chief Executive Officer of 
Raytheon Company ("Raytheon") in March 1991, having served as Chief Executive 
Officer since 1968, and as Chairman of the Board since 1975. He has been a direc or o 
Raytheon since 1962. Mr. Phillips is also a director of The John Hancock Mutua i e 
Insurance Company, SRA International,jlnc„ State Street Research and Management 
Co. and Knight-Ridder, Inc. Mr. Phillips has been a director of the Corporation since 
1991. He is Chairman of the Compensation and Stock Option Committee an is 
member of the Nominating Committee! 

DELBERT C. STALEY 
Mr. Staley, age 71 , was Chairman, Chief Executive Officer and a director ofNYNEX 
Corporation ("NYNEX") from 1983 until his retirement in September !989. H 
continued serving as a director of NYNEX and served as airman o 
International Management Committee until October 1991. Mr. ta ey is a c irec or o 
The John Hancock Mutual Life Insurance Company and Polaroid Corporation. 
Mr. Staley has been a director of the Corporation since Septem er . . an is a 
member of the Compensation and Stock Option Committee an ti ategic irec ion 

Committee. 
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Security Ownership of Directors and Executive Officers 

rf Aoguc' '1:1995- -i,h —• <° fc-oficw 
representing one-fourth of a sh ire of th" V 0mm°n ,t0^ ancJ of Depositary Shares, each 
Stock (the "Depositary Shires' ) hv e th* C°*°ra ,on,s Series A 8%% Cumulative Preferred 
Directors), byTeh execute oL/ /"T i™1"*"8 the three "0minees *>r Class III 
page 12 and by all directors and executive office C • Ummaiy ComPensation Table set forth on 
named person or members of the group possess sole'vot'8™"^) °therwise indicated, the 
to the shares. possess sole voting and investment power with respect 

Beneficial Owner 
Shares Beneficially Owned 

Vernon R. Alden " 
'il';;'" 49,502(1) (2) 

Philip Caldwell 4,000(3) 
•;••• 6,200(1) 

Colby H. Chandler 6,706(4) 
10,000(1) 

Arnaud de Vitry 4,254(4) 
Frank P. Doyle 113,260(1) (5) 
Robert R. Everett 

6,300(1) 
Kathleen F. Feldstein 1,502(4) 
Thomas P. Gerrity .. 3,000(7) 
Robert B. Palmer 15,000(8) 
Thomas L. Phillips 439,119(9) 
Delbert C. Staley — 9,000(10) 
Charles F. Christ 4,000(11) 
Enrico Pesatori 70,975(12) 
John J. Rando 5.3,250(13) 
William D. Strecker. 4/,722(14) 
All directors and executive officers as a group 45(15) 

(21 persons) . 
1,057,443(16) 

(1) Includes 5,000 shares of Common Stock which the director h cu 

by exercise of a stock option granted pursuant to the Corporation's 1990^ t "n t0 aCQUire 

Nonemployee Directors ("1990 Nonemployee Directors Plan") Pti0" Pla" f°r 
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(2) Includes 22,873 shares of Common Stock held by Mr. Alden's wife, as to which 
shares Mr. Alden disclaims beneficial ownership. 

(3) Represents 4,000 Depositary Shares. These Depositary Shares represent less than 1% 
of the Corporation's issued and outstanding Depositary Shares and Preferred Stock. 

(4) Represents Common Stock units under the directors' deferred compensation plan 
described on pages 10 and 11. Under the plan, nonemployee directors may elect to defer 
receipt of all or a portion of their compensation in the form of Common Stock units. Common 
Stock units carry no voting rights. 

(5) Includes 104,660 shares of Common Stock held by Mr. de Vitry's wife, as to which 
shares Mr. de Vitry disclaims beneficial ownership. 

(6) Mr. Doyle was elected a Director of the Corporation on August 24, 1995. 
(7) Includes 2,000 shares of Common Stock which Dr. Feldstein has the right to acquire 

by exercise of a stock option granted pursuant to the Corporation's 1990 Nonemployee 
Directors Plan. 

(8) Includes 3,000 shares of Common Stock which Dr. Gerrity has the right to acquire by 
exercise of a stock option granted pursuant to the Corporation's 1990 Nonemployee Directors 
Plan. 

(9) Includes 417,900 shares of Common Stock which Mr. Palmer has the right to acquire 
by exercise of stock options, 199,050 of which are subject to restrictions on disposition which 
lapse over time. Also includes 13,375 shares awarded as restricted stock under the Corpora
tion's 1990 Equity Plan. 

(10) Includes 4,000 shares of Common Stock which Mr. Phillips has the right to acquire 
by exercise of a stock option granted pursuant to the Corporation's 1990 Nonemployee 
Directors Plan. 

(11) Includes 2,000 shares of Common Stock which Mr. Staley has the right to acquire by 
exercise of a stock option granted pursuant to the Corporation's 1990 Nonemployee Directors 
Plan. 

(12) Consists of 63,800 shares of Common Stock which Mr. Christ has the right to acquire 
by exercise of stock options, 36,800 of which are subject to restrictions on disposition which 
lapse over time. Also includes 7,125 shares of Common Stock awarded as restricted stock under 
the Corporation's 1990 Equity Plan. 

(13) Includes 37,750 shares of Common Stock which Mr. Pesatori has the right to acquire 
by exercise of stock options, 18,000 of which are subject to restrictions on disposition which 
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lapse over time. Also includes 15,500 shares of Common Stock awarded as restricted stock 
under the Corporation's 1990 Equity Plan. 

(14) Includes 42,875 shares of Common Stock which Mr. Rando has the right to acquire 
by exercise of stock options, 13,505 of which are subject to restrictions on disposition which 
lapse over time. Also includes 3,375 shares of Common Stock awarded as restricted stock under 
the Corporation's 1990 Equity Plan. 

(15) Includes 68,000 shares of Common Stock which Mr. Strecker has the right to acquire 
by exercise of stock options, 22,450 of which are subject to restrictions on disposition which 
lapse over time Also includes 2,185 shares of Common Stock held by Mr. Strecker's wife, as to 
which shares Mr. Strecker disclaims beneficial ownership. In addition, includes 6,250 shares 
awarded as restricted stock under the Corporation's 1990 Equity Plan. 

.. THe Sr°UP iS comPrised of the executive officers named in the Summary Compensa
tion Table on page 12 and those persons who were directors and executive officers of the 
Corporation on August 14, 1995 and Mr. Doyle, who was elected a director of the Corporation 
on August 24 1995. Mr. Doyle did not beneficially own any shares of the Corporation's 
Common Stock nor any rights to acquire such stock by exercise of stock options on either 

ugust 14, 1995 or August 24, 1995. Includes 754,775 shares of Common Stock which the 
directors and executive officers as a group have the right to acquire by exercise of stock 

ptions granted under the Corporation's stock plans, 321,825 of which are subject to restric-
meZ fT011 A PS6 °V6r tirTLInladditi0n>inc,udes 130>474 ^ares held by family 
beneficial I' °r d;rct0rS; *! t0 whiche shLares the applicable officer or director disclaims 
beneficial ownership. Also includes 64,375 shares awarded as restricted stock under the 

orporation s 1990 Equity Plan. Excludes 4,000 Depositary Shares held by such directors and 
executive officers. The 1,057,443 shares held by all directors and executive officers as a group 
Stock 7\°f 'he C°"><™ions -sued and outstanding ComZ 
otocK, assuming exercise of the stock options. 
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Security Ownership of Certain Beneficial Owners 

The following table sets forth as of the recent most practicable date as to the group, who 
to the knowledge of management, beneficially owned more than 5% of the shares of Common 
Stock of the Corporation. 

Amount and 
Nature of 
Beneficial Percent ot 

Name and Address of Beneficial Owner Ownership 

FMR Corp .7. 18.673.510(1X2) 13.08%(2) 

82 Devonshire Street 
Boston, Massachusetts 02109 

(1) FMR Corp. disclaims beneficial ownership of 132,400 of such shares held by Fidelity 
International Limited ("FIL"). Prior to June 30,1980, FIL was a majority-owned subsidiary of 
FMR Corp. On that date, the shares of FIL held by Fidelity were distributed as a dividend to 
the shareholders of FMR Corp. FIL currently operates as an entity independent of FMR Corp. 

(2) Represents the number of shares beneficially owned and the percent of class as of 

December 31, 1994. 

Certain Relationships and Related Transactions 
Philip Caldwell, who is retiring from the Board of Directors on November 9, 1995, is 

Senior Managing Director of Lehman Brothers, one of the Corporation s investment. an ers^ 
Lehman Brothers performs financial and investment banking services for e orp . 
which it receives usual and customary compensation. Mr. Caldwell s son-in- aw is a mi 
management employee of the Corporation and receives the usual and customary compensa 10 
for the position he serves. 

Committees of the Board 
The Board of Directors has an Audit Committee, a Compensation and 

Committee, a Nominating Committee and a Strategic Direction ommi ee. 
Committee selects the independent auditors to be employed by t e orporai , 
ratification by the Corporation's stockholders, reviews generally e in ern 
udh"lans and the results thereof, and reviews generally the Corporation s internaUontrcd 

with the internal and external auditors. The members of the Audit Committee are 
Mr. Caldwell, Chairman, and Mr. Alden, Mr. Chandler and Dr. Fe stein. 
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the r. ComPensatl°n and St°cl< Option Committee reviews and recommends to the Board 
the compensation of directors, reviews the compensation of senior management and reviews 
ad recommends to the Board the adoption of any compensation plans in which directors and 
officers are eligible to participate. The Committee also administers and interprets the Comora 

s stock plans and, subject to the provisions of the plans, selects the employees who are to 

LmTe^tioYrndltrro ' ^ tei"mS °f ^ ParticiPatio»- The members of the 

Dr. Gerrity Zi Mr. StXy ' PI""iP!' Cl,aim,a"- a"d ^ 

membe^oTthTl^T'" r " responsible nominations to the Board of Directors. The 
Chafer and Phmr ^ SM ,,'eec.are *• * ̂  Chairman, and Messrs. Alden, 

andler and Phillips. The Nominating Committee will consider highly qualified candidates 
proposed ,n writing by stockholders. Stockholders who wish to nrnnnce qual,hed candidates 
submit the nercnn'c j i 1 i • r propose a nomination should 
submit the person s name and background information to the Clerk of the Corporation. 

alterative rsta?eCnhireCt,i0,n C°m"",,r reviews »>d '»»kes recommendations to the Board on alternative strategic initiatives for the Cornoratinr, („i' • 
industry factors, technical developments, corporate goals "nd 2 aCC°lmtt C°mPet't,Ve 

sary to implement alternative initiatives. The member/ofthe t TTT TT* T are Mr Palm^»- i ^ C11'uers or the strategic Direction Committee 
are Mr. Palmer, Chairman, and Mr. Everett, Dr. Gerrity and Mr. Staley. 

The Board of Directors held twelve meetings during tbp FICO I A ti 1 1 IOOS tt, 
Audi, Committee me, five times, the Compensated Wk kttr' ̂u ' V 
times, the Nominating Committee me, two times and le Stt °.a ^ . r „ 
two times. All directors attended more than 75% oftie tntl „ T J ." T.L n 1 
and the committees on which they serve. number of meetings of the Board 

Compensation of Directors 

®ach director who is not also an employee of the r i e 
$25,000 for his or her services during the fiscal year A J°!P,°RAUON received a retainer of 
Board meeting and each committee meeting attended D.V • 19f' P'US f1'000/^1" each 

of-pocket expenses incurred in attending Board and en™ * ^ re''mbursed for out-
6 u committee meetings. 

Directors may defer all or any part of their retainer n • r 
c o m p e n s a t i on plan. Pursuant to the plan, nonemplovee A mfetlnSpursuant to a deferred 
to defer receipt of all or a specified portion of their c„m!! Corporation may elect 
interest rate related to Treasury bills, or in the f0rm Pensatl°n ,n the form of cash, with an 

units, the value of each unit initially 
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being equal to the fair market value of one share of the Common Stock of the Corporation on 
the date the compensation being deferred would otherwise be payable. The plan provides that 
compensation deferred under the plan, whether in the form of cash or units, will be paid out in 
cash after termination of service as a director. Directors may elect that compensation so 
deferred be paid out in a lump sum or in up to ten annual installments. Payment ol 
compensation deferred under the plan commences in January of the year following the year in 
which service as a director terminates. 

Pursuant to a retirement plan for nonemployee directors adopted in May 1987, each 
nonemployee director of the Corporation on the date of adoption of the plan, and every other 
nonemployee director who is 70 years of age or older and who has completed at least five years 
of service on the Board is entitled upon termination of service to an annualized benefit for life 
which is equal to the annual retainer for nonemployee directors in effect on the date of 
termination of service. The plan also provides for coordinated disability benefits for all 
nonemployee directors equal to the annual retainer in effect on the date of total disability. 
Effective upon and subject to adoption of the 1995 Stock Option Plan for Nonemployee 
Directors described below, only those individuals who commenced service as a director prior 
to January 1, 1995 will be entitled to participate and receive benefits under this Plan. 

Each nonemployee director of the Corporation also participates in the 1990 Stock Option 
Plan for Nonemployee Directors ("1990 Nonemployee Directors Plan ), which provides foi a 
one-time grant of an option to purchase 5,000 shares of the Corporation s Common Stock at a 
price per share equal to 100% of the fair market value of the stock on the date of grant. 
Eligibility for and the grant of options under the 1990 Nonemployee Directors Plan is 
automatic in nature, occurring as of the date of commencement of service as a nonemployee 
director. The options become exercisable at the rate of 20% per year beginning on the first 
anniversary of the date the director begins service, with credit given for all past service by 
directors who were serving as of the date of approval of the 1990 Nonemployee Directors Plan. 
The options expire ten years from the date of grant, unless terminated earlier in accordance 
with the terms of the Plan. The 1990 Nonemployee Directors Plan authorizes the issuance of a 
maximum of 100,000 shares of Common Stock. 

Upon approval by the stockholders, the 1995 Stock Option Plan for Nonemployee 
Directors (the "1995 Nonemployee Directors Plan") will replace the 1990 Nonemployee 
Directors Plan. Upon such approval, the 1995 Nonemployee Director Plan provides tiat 
annually, on the date of the Annual Meeting of Stockholders, (i) each director who com
menced service as a director of the Corporation prior to January 1, 1995 and whose service as a 
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director will continue after such Annual Meeting, would receive an option to purchase 1 000 
the? ° e COTp°ratlon s Common Stock at a price equal to 100% of the fair market value of 

L™c:rrSc«o?„mfrcock z,he ?ate,of 8raM (i° di— 
Will condnueaftersuchL 77 ,°" /j""™7 *' 1995 a"d wh°» " » Sector 
the Corporation s Common Sr "*7° » °P'io" "> pilrch»!« W0 shares of 

p ation s Common Stock at a price e q u a l  to 100% of the fair market value o f  the 
C o r p o r a t i o n  s  C o m m o n  S t o c k  o n  t h e  d a t e  o f  g r a n t  T h »  u  ,  , e  o t  t h e  

of 33% on the first anri i • options become exercisable at the rate 
anniversary of the date JT , 7 the date °f ""<1 >« »„ the third 
Nonemployee Directors" " '° APPr°Ve ,he 1995 S,ock 0pti°" Pl™ 
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EXECUTIVE COMPENSATION 

Summary Compensation Table 
The Summary Compensation Table shows compensation for the Chief Executive Officer 

and the four other most highly compensated executive officers for the fiscal year ended July 1, 
1995 

Annual Compensation Long-Term Compensation Awaids 
Other Restricted All 
Annual Stock Stock Other 

Name and Salary Bonus Compensation Awards Options Compensation 
Principal Position Year ($) ($) ($) W W —1^1— '  ̂

Robert B. Palmer 1995 $900,016 $375,000(3) $ 0 $399,609(5) 300,000 $ 0 
Chairman of the 1994 900,016 0 ° 0 120,000 0 
Board, President, 1993 738,469(1) 0 0 0 345,000 9,000 
Chief Executive 
Officer(l) 

Charles F. Christ 1995 425,006 175,000(3) 1 0 338,859(5) 135,000(7) 0 
Vice President 1994 315,016 0 0 0 60,000 0 

1993 306,654 0 106,259 0 30,000 0 

Enrico Pesatori 1995 650,000 220,000(3) 31,919 191,813(5) n 

Vice President(2) 1994 569,242 0 116,899 icn'nooii!! mono n 
1993 228,468(2) 100,000(8) 86,913 350,000(9) 30,000 0 

John J. Rando 1995 348,089 175,000(3) 0 143,859(5) 125,000(7) 0 
Vice President 1994 259,052 0 0 0 50,000 0 

1993 173,274 40,000 0 0 19,250 0 

William D, Strecker .. 1995 450,008 110,000(3) f 0 95,906(5) 60,000(7) 0 
Vice President 1994 427,891 0 0 0 50,000 0 

1993 357,704 60,000 0 0 29,000 13,500 
(1) Mr. Palmer was elected President and Chief Executive Officer of the Corporation 

effective October 1, 1992. Salary reflected in the table includes compensation paid to 
Mr. Palmer in all capacities during fiscal year 1993. 

(2) Mr. Pesatori joined the Corporation in March 1993. Mr. Pesatori s reported salary for 
fiscal year 1993 reflects the salary earned during the portion of such fiscal year that he was 
employed by the Corporation. 

(3) Represents a cash bonus earned by such individual in fiscal year 1995 and paid during 
the first quarter of fiscal year 1996. 

(4) Represents customary one-time relocation and allowance payments to executives 
joining the Corporation. Mr. Pesatori's compensation for each of the fiscal years ended July 1, 
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1995 and July 2, 1994 includes 20% of the original principal amount of a $150,000 loan from the 
Corporation, and for each fiscal year, accrued interest, which amounts were forgiven. 

•  A -  •? fePresents thf dollar value 011 A"gust 14, 1995, the award date, of an award to such 
individual of restricted Common Stock (i) in recognition of the significant effort expended 
an"ddit oC p" t the CorPorJ°n's financial performance and (ii) to provide 
date the f '"T executive officer t0 renia>n with the Corporation. On such 
Pesatori tl ! i Common ^ WaS $42'625" Each of Messrs. Palmer, Christ, 
restr c ed Cn I f were granted 9,375, 3,375, 4,500, 3,375 and 2,250 shares of 

Restrictions with r«Peet to 50% of these shares will 
the case oftfr Ch r I ' rem1ainin8 :restrictions will lapse on February 14. 1997. In 
an award o/? 50? h f the dollar value on October 7, 1994. the award date, of 
die Common Stock e«9ffnoSn'Cte CommonL On such date, the fair market value of 
7 1995 and "he rem? r Restrictions with respect to 50% of these shares lapsed on April 
7 1995 and the remaining restrictions will lapse on October 7, 1995 Mr Christ actually held 
3,750 shares of restricted stock at the end of fiscal ve-.r 1QQ=; Tl l r i actual|y nela 

30 1995 the last hucinocc A fa e , y -The value of these shares at June 
to pay diviL'Tds on its C Y $152"344-lf the Corporation were to begin 
cash dividends on the h m7n A 7 ** °f restricted Common Stock would receive ciends on the shares of restricted Common Stock held hv HI, TI n- i i 
realized by any named Executive officer in respect of restricted^Cumm, «,T7 J 
the value of the Corporation's Common Stock when^the exeemdve 'ffiT h"" 
which can only occur after the restrictions lapse. °ffiCer Se"S ,W *"«• 

(6) With respect to Messrs. Palmer and Strecker consist, U • , , . f 

»3.00 per unexercised option share in exchange for TT .It 
during fiscal year 1988 at an exercise price of (153.00 per share °P"°"S 

(7) Shoitly after the end of the fiscal year, on August 14 IQQ- I r w m • 
Pesatori, Rando and Strecker were granted ontinns i , ' 6 °f Messrs' Chnst' 
60.000 shares, respectively, of the Corpora, ion', 150 000 i25'°°° ** 
Last Fiscal Year." Stock. See Option/SAR Grants in 

(8) The Corporation agreed to pay this amount to Mr P^cxt • • i c u-
commencing employment with the Corporation. See "P I," aS a" mducement for h,s 

/Q\ rru Employment Arrangements." 
(• ) e amount shown for Mr. Pesatori for fiscal vpq, lorn 

the date of grant of 10,000 shares of restricted Common Z l repr,esfnts the dol]ar value °" 
fiscal year 1994. The restrictions with respect to 50% 0fu u , '° M'' PeSat°ri 

and the remaining restrictions will lapse on Decen t '7* PSed Decembf'r 16' 1994 

i December 16, 1995. The amount shown for 

14 



Mr. Pesatori for fiscal year 1993 represents the dollar value on the date of grant of 10,000 shares 
of restricted Common Stock awarded to Mr. Pesatori during fiscal year 1993. Mr. Pesatori 
actually held 11,000 shares of restricted stock at the end of fiscal year 1995. The value of these 
shares at June 30, 1995, the last business day of the fiscal year, was $446,875. If the Corporation 
were to begin to pay dividends on its Common Stock, holders of restricted Common Stock 
would receive cash dividends on the shares of restricted Common Stock held by them. The 
amount ultimately realized by any named executive officer in respect of restricted Common 
Stock depends upon the value of the Corporation's Common Stock when the executive officer 
sells the shares, which can only occur after the restrictions lapse. 

Option/SAR Grants in Last Fiscal Year 

The following table shows information regarding grants of stock options during the fiscal 
year ended July 1, 1995 to the named executive officers and also includes grants of stock 
options to the named executive officers on August 14, 1995. The Corporation did not grant any 
stock appreciation rights during fiscal year 1995 nor during the period from the end of such 
fiscal year through August 14, 1995. 

Potential Realizable 
Value at Assumed 

Individual Grants Annual Rates of Stock 
Price Appreciation 

for Option 
Term (2) (3) 

5%($) 10%($) 

9,376,361 $23,930,921 
168,638 430,409 

3,350,829 8,491,659 
4,020,995 10,189,991 
3,350,829 8,491,659 
1,608,398 4,075,996 

5.6 billion 12.8 billion 

Options/SARs 
Name Granted 

Robert B. Palmer 300,000(1) 
Charles F. Christ 10,000(1) 

125,000(4) 
Enrico Pesatori 150,000(4) 
John J. Rando 125,000(4) 
William D. Strecker 60,000(4) 
All Stockholders(3) 

% of Total 
Options/SARs 

Granted to 
Employees (5) 

4.2 j 
0.1 
1.7 1 
2.1 
1.7 -
0.8 I 

Exercise 
or Base 
Price 
($/Sh) 

$48,187 
26.00 

42.625 
42.625 
42.625 
42.625 

Expiration 
Date 

8/20/05 
1/5/05 

8/14/05 
8/14/05 
8/14/05 
8/14/05 

(1) Stock option granted under the Corporation's 1990 Equity Plan at an exercise pi ice 
equal to the fair market value of the Corporation's Common Stock on the date of grant. The 
option has a term of ten years and 90 days and becomes exercisable ratably over three years 
from date of grant. 
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(2) Amounts reported in these columns represent amounts that may be realized upon 
exercise of the options immediately prior to the expiration of their term assuming the specified 
compounded rates of appreciation on the Corporation's Common Stock over the term of the 
options. These numbers are calculated based on rules promulgated by the Securities and 
Exchange Commission and do not reflect the Corporation's estimates of future stock price 
growth Actual gains, if any, on stock option exercises and Common Stock holdings are 
dependent on the timing of such exercise and sale of the shares and the future performance of 
the Corporation s Common Stock. There can be no assurances that the rates of appreciation 
assumed in this table can be achieved or that the amounts reflected will be received by the 
individuals. 

(3) The amounts shown as potential realizable values for all stockholders represent the 
correspond,ng increase;s from June 30, 1995, the last business day of the fiscal year, in the 
market value of 149,777,573 shares of the Corporation's Common Stock outstanding on such 

(4) Represents stock options granted to each of Messrs. Christ, Pesatori. Rando and 
to^heTar^rf j 1995 u"de^the Corporation's 1990 Equity Plan at exercise prices equal 
ontionc 1T ° the CorP°ration s Common Stock on the date of grant. These 
the date of grant6 * ^ ̂  6 exercisable ratab'y over three years from 

through August lfSn,ige ""a' °P'i0nS g'm'd "" emi,l°yees <""" Hy 3- 1994 

Aggregated Option/SAR Exercises iu Last Fiscal Year and FY-End Optiou/SAR Values 

stoekTop,toL°Tfa8„rexeS'1D'dadiZeS V'f 1"ecu,ive *h= '"™ber »f 
SIOCK options, it any, exercised during the fiscal year endfxd i,,K 1 mo- xi i n 
value realized upon exercise, and the dollar value' of in thymine aggregate do to 
July 1, 1995. None of the named executi ve officers hoffi ^ 
is the difference between the fair market value of the underl ^[ I "P°" 
and the exercise price of the option. The value of unexercised^ ? °" the exercise dat<! 
year-end is the difference between the exercise price,n-the;rnoney optio»s at [lscal 

underlying stock on June 30, 1995, the last business Lof tk fi. T , r 
the Corporation's Common Stock on the New York Stock F K ^ ! "g 

ock Exchange on such date was $40,625. 
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Number of Unexercised Value of Unexercised 
Number of Options/SARs at In-the-Money Options/ 

Shares FY End (#) SARs at FY-End ($) 
Underlying Value Restricted/ Restricted/ 

Name Exercdsed(#)S ^$T Exercisable Unexercisable (1) Exercisable Unexercisable 

Robert B. Palmer 0 $ 0 205,600 632,700 $837,495 W547 
Charles F. Christ 0 0 44,200 99,800(2 ) 423,297 992,983(2) 

Enrico Pesatori 12,000 120,324 24,750 68,250(2 ) 521,309 
Tohn T Rando .... 0 0 28,990 47,385(2) 350,970 705,611(2) 

» 87-«»<2> 350-240 706-286(2' 

(1) A portion of these options represent immediately exercisable restricted stock options, 
with restrictions on disposition of the underlying shares lapsing rata y over penoc s o 
to ten years from date of grant. The number of underlying shares subject to sueh opt,tonson 
Tulv 1 1995 for the named executive officers is as follows: Mr. Palmer, 21 , , • • > 
Seoo; ^rtalori, 18,000; Mr. Rando, 13,885 and Mr. Slrecker 23,900. 40,000, 30, 00 and 
30,000 of the remaining options held by Messrs. Palmer, Christ and Slrecker, respec lve y, w 
granted during fiscal year 1992 and become exercisable at the rate of 20% per year u 
be exercised unless and until the Corporation's stock price averages at least $ 
consecutive trading days. The remaining options held by Messrs. Pal™®r> C nst' esat°"' 
Rando and Slrecker were granted during fiscal years 1994 and 1995 and become Merc,sable 

ratably over three years. 
(2) Does not include options granted to such executive officers on August 14, 1995. ee 

"Summary Compensation Table" and "Option/SAR Grants in Last Fiscal Year. 

Pension Plans 
The Corporation and its subsidiaries have pension plans covering substantially all of their 

employees. Benefits under the Corporation's defined benefit pension p an ( ie 
Plan") for its U.S. employees are based upon the employee s earnings during sei vice \\ 1 

Corporation and are payable after retirement in the form of annuities or ump sum^ enei s. 
The annual amount payable upon retirement at age 65 is, m g®n®ra1' Q ° ° J® ®, 
amount of the participant's compensation earned on and after July 1,1 • ose p 
were active participants on July 1, 1989, or who later become active participants credited with 
prior service are also eligible to receive 1.5% of the average of the participant s annua 
compensation between July 1, 1984 and July 1, 1989, multiplied by the number of years of 
accredited service prior to July 1, 1989. For purposes of calculating a participant pension 
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benefit, annual compensation is currently limited to $150,000, subject to adjustment to reflect 
cost of living increases. A participant's annual pension may not exceed the lesser of the 
maximum allowable dollar limit, or 100% of the participant's average compensation for the 
participant's three highest paid consecutive years of service with the Corporation. 

The Digital Equipment Corporation Restoration Pension Plan (the "Restoration Plan"), 
adopted effective as of May 1, 1992, compensates the Corporation's employees for reductions 
in the benefits calculated under the Pension Plan due to legislative and regulatory limitations. 

Restoration Plan, which is a non-qualified plan under the Internal Revenue Code of 1986, 
as amended, and which is unfunded, provides additional retirement compensation equal to the 
difference between the benefit a participant would receive under the Pension Plan without the 
egislative and regulatory limitations and the benefit actually payable to the participant under 

the Pension Plan. 1 

PI Est™a*ed annual retirement benefits payable as a straight life annuity under the Pension 
Plan and Restoration Plan at age 65 based on projected compensation and continued 
employment for theflowing individuals would be: Mr. Palmer. $194,641: Mr. Christ. $75,549; 
Mr. Pesaton, $114,260; Mr. Rando, $196,200; and Mr. Strecker. $183,394. 

Employment Arrangements 

Mr Pesat°onrneCKi0n ^ °f employmeLnt in ^3, the Corporation (i) agreed to pay 
recoun Hon Of ffSe ^ m Ch WaS subsequently increased to $650,000 in 
shares TrLSdT ^0 ?1,0"511 respo»sibihties; (ii) awarded Mr. Pesatori 10,000 
granted him a e t tTT t restrictions on disposition lapsing over five years and 
exercise price of rSoo t option with respect to 30,000 shares of Common Stock at an 

™ " P6r ' restrictions lapsing ratably over five years (iii) agreed 
for hYs ^mmYncr/ gT bo»us of $100,000 at the end of fiscal 1993 as an inducement 

for the Zeh of Z C°rporati°n; and (iv) loaned Mr. Pesatori $150,000 
If Mr Sori were T1P T'T'Tf0" wi*b his relocation to the Boston area. ivir. resatori were no longer to be employed bv thP pArnAr . • . i 
intprpQt cir rvs* • / i Corporation, such loan would bear interest at the minimum rate necessary to avoid imnnci«™*i , • i 
United States Internal Revenue Code of 1986. ameYdJTh7 aV  I  
subordinated second mortgage. One-fifth of the original " . V ! 
forgiven on each of February 3, 1994 and February 3X a iT""' , I T f Ye 
original principal amount of the loan will be ^ 80 

Mr. Pesatori is still employed bv the Corporation on eachYY h i fY anniVerSary .!! each such date. In the event Mr. Pesatori s 
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to accept employment with a competitor of the Corporation. 

Stock Price Performance Graph cfrir.p 
The following graph compares ,he fivevyea, 

against the Standard & Poor s ( S&P ) 500 toe - n ex tion-s Common Stock and 
The graph assumes $100 was -nested on June 30• ^ comparative data assumes that 
$100 was invested at that time in each of the S&P indexes. 
all dividends, if any, were reinvested. 

Comparison of Five Year Cumulative Total Return 

Digital Equipment Corporation, S&P 500, and S&P Computer Systems 

1990 1991 

-•—Digital Equipment Corporation 

1992 
Fiscal Year End 

—•—S&P 500 S&P Computer Systems 
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COMPENSATION AND STOCK OPTION COMMITTEE 
REPORT ON EXECUTIVE COMPENSATION 

The Compensation and Stock Option Committee (the "Committee") of the Board of 
Directors is composed of four independent non-employee directors. The Committee is 
responsible for approving executive officer compensation and for administering the cash 
incentive and equity participation plans that govern the variable compensation paid to senior 
management of the Corporation. The following report describes the Corporation's executive 
compensation practices and the actions of the Committee regarding compensation paid to 
executive officers for fiscal year 1995. 

The Corporation's executive compensation programs are designed to link the level of 
executive compensation to corporate, organizational and individual performance, and to 
variations in shareholder value. In addition, these programs are intended to motivate execu
tives to improve the Corporation's financial performance and to make executives accountable 
tor the performance of the business units or functions for which they are responsible. It is also 
a goal of these programs to attract and retain talented executives. The Corporation's compen
sation philosophy provides that variable short and long-term incentive compensation, particu
larly stock options, will constitute a significant portion of executive compensation. 

The Committee's compensation decisions and awards for fiscal year 1995 generally were 
weighted toward vehicles which would provide incentives for executives to improve the 
Corporations financial performance and link the level of executive compensation to variations 
in shareholder value. As m past years, the Committee reviewed the total compensation of 
executive officers relative to the compensation of executives of large and competitor compa-
Coroorat ng' C°m?*mes™ ,the Standard & P°°r's Computer Systems Index, others in the 
bf referred t T cross-industry "Fortune 100" companies, all of which shall 
Officer? nerf ^onipanson Group. The Committee also reviewed each executive 
otticers performance and the performance of the businec<; unit ^ r . r u i c,./-h 
officer was responsible. °F Wt,°n for wh,ch S"C 
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The Corporation's standard executive compensation program consists of thiee major 
elements: base salary, short-term cash and other incentives and long-term 
form of fair market value stock options. The Committee combines these elements to address 

the following objectives: 
• attract and retain talented executives by paying them a competitive base salary; 

. reward targeted and superior corporate, organizational and individual performance through 
cash and other short-term incentives; 

• motivate and encourage performance that increases shareholder value and contributes to 
the future success of the Corporation through grants of stock options. 

Base Salaries. Base salary levels are determined relative to external market and 
Comparison Group practices, the internal scope and impact of the jo , e ove 
performance of the Corporation and the performance of the business unit or function for 
which the executive officer is responsible. Whereas the Corporation strives to set 1ba e 
salary levels at the competitive median to attract and retain key talen anc rom i 
time adjusts the salaries of executive officers to achieve these objec ives> , , 
tion's compensation philosophy is to reward individual performance pnncip 
short and long-term incentives rather than permanent increases to base salary. 

Mr. Rando's salary was increased during fiscal year 1995 in order to bring his salary in 
line with competitive salary ranges for his position. No other name execu lve o cer 
received a salary increase in fiscal year 1995. 

Cash Incentives. The purpose of the Corporation s Cash Incentive Plan is to ^wate 
and reward participants, including executive officers, relative to corporate 
and individual performance for any given year. The program for sea y P 
for cash awards based partly on achievement of corporate-wide financial objective 
related to operating income and partly on meeting performance targe s an o jecI 

established at the beginning of fiscal year 1995 for the business 
for which the executive officer or other participant was responsi i e. p 
achieved a level of corporate-wide performance necessary to pay onuses un er . 
The cash bonus awards listed in the Summary Compensation Table above reflect payouts 
under the Cash Incentive Plan which correspond to the level o corpora e, orgamza I 
and individual performance achieved. In setting the level of payout oi execu i\ e o c , 
the Committee considered multiple factors, including achievement o s a e 
objectives. 
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Equity Participation Plans. Stock options continue to be a major component of the 
Corporation s compensation strategy because this compensation vehicle closely aligns the 
interests of management with those of stockholders. Stock options are periodically 
granted to executive officers based on an assessment of each officer's potential to 
contribute to the future success of the Corporation and relative to practices of companies 
in the Comparison Group. In determining the size and vesting schedules of these grants, 
the Committee considered the challenges facing the Corporation as it implements its 
comnfUnnS it" r 'mproves financia! Performance, as well as the practices of 

'" f th^ ConiPa™on Group. Consistent with its articulated compensation 
executive - iZ- ^ ^ th<" Corporation granted to all 
auafified . rrSr 'rlC ug named executive officers, incentive and non-
vea! at a aten-yeafr term> that become exercisable ratably over three 
of grant 6X61X156 ̂  ̂ t0 ^ °f the Stock on the date 

execu«veCo0fficeratiOnrPeriO?Cail>: " Sma" nUmber of individuals, including certain 
stock award® aTso haT /" °f outstanding performance. Restricted 
?ertainTefind d T if"  ̂**£ may COntinue to be used to attract and retain 
reflec ed an l lT i ;, 1 *' indudinZ the "amed executive officers as 
received restricted t t A ,ComPensatio" Table and footnotes above, 
significant inJ j l ̂ V °f the HsCal year' in recognition of the gnincant individual and team effort expended bv each snr.li c a- 0 the Cornoraticn'c • 1 r , executive officer to improve corporation s hnancial performance and to nrnvid« i r u 
executive nffinor • i i provide additional incentive for such executive olticer to remain with the Corporation. 

Chief Executive Compensation. Mr. Palmer's annual hat» 1 r c , mn-
remained at $900,000. As noted in the Summary Cnmne in Tl 1 k/ v f*"" f 
participates in the Cash Incentive Plan and received a cash award J rt ' ^ 7J 
Mr. Palmer received a restricted stock award afterthê close of I'i " Y f T' 
the Summary Compensation Table, in recognition of h7s 1 ? v ^ ** I 1 !l! 
Coloration's management team in their efforts to imorove T' r "g I 
performance and in setting a direction for the future. Corporation s financial 

The Committee believes that the total compensating ™ v c i r 
Officer should provide significant incentives to imptvZ™T t " CMef ?"* 
shareholder value. Accordingly, coincident with his ,wT 
Mr. Palmer was awarded a stock option to purchase to Z "77 M"V " ' 

e icnase .J00,000 shares of the Corporations 
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Common Stock, at an exercise price equal to the fair market value of the Common Stock on 
the date of grant and exercisable ratably over three years. In determining the size and vesting 
schedule of Mr. Palmer's grant, the Committee considered the challenges facing the Chief 
Executive Officer as he leads the Corporation and its management team in their efforts to 
achieve sustainable improved financial performance. The Committee also considered the 
practices of companies in the Comparison Group. 

The Committee periodically reviews Mr. Palmer's total compensation, as well as the 
components thereof, with an outside compensation consultant. The Committee believes that 
Mr. Palmer's total compensation is appropriate, taking into account the significance of his 
responsibilities, the performance of the Corporation and the compensation of chief executive 
officers of companies within the Comparison Group. 

Compensation Deductibility. The Committee has reviewed the potential consequences 
for the Corporation of Internal Revenue Code section 162(m), which imposes a limit on tax 
deductions for annual compensation in excess of one million dollars paid to any of the five 
most highly compensated executive officers of a corporation. This provision excludes certain 
forms of "performance-based compensation" from the compensation taken into account foi 
purposes of that limit, such as the value of stock options and restricted stock awards granted 
under the Corporation's 1990 Equity Plan, or, if approved by the stockholders, the proposed 
1995 Equity Plan. Payments under the Corporation's Cash Incentive Plan are not so excluded. 
Section 162 (m) had no impact on the Corporation's consolidated results of operations for fiscal 
year 1995. The Committee will continue to monitor the impact of this provision on the 
Corporation. 

Compensation and Stock Option Committee: 1 

Thomas L. Phillips, Chairman 
Robert R. Everett 
Thomas P. Gerrity 
Delbert C. Staley 

PROPOSAL TO APPROVE THE 1995 EQUITY PLAN 

On August 24, 1995, the Board of Directors adopted the Digital Equipment Corporation 
1995 Equity Plan (the "1995 Plan"), subject to stockholder approval. Upon approval by the 
stockholders, the 1995 Plan will replace the Corporation's 1990 Equity Plan as the Corpora
tion's principal equity incentive plan for key employees of the Corporation and its subsidiaries. 
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the intereSofVhe expire,December31,1995. The 1995 Plan is intended to advance 
better align the in t erests'°of k°" I* by providi»g equity-based incentives to 
and motivate such empbyees " ̂  ̂  ̂  °f St°ckholde"' *"d to attract, retain 

Dire Jtors^ untif Decembe^Sl ^ ?**** °f'tS ad°pti°n by the Boardof 

prior to August 24. 1996 J aPPI"0Val °f the 1995 PIan bV tbe stockholders 

Description of Proposed Plan 

of ,0 ,he fu",e" 

Available Shares 

Spli,! -0 —h, -en,,, ,h« 
1995 Plan will be (i) until June Jo'Tooe r'!'""0,> ,l ava'lable for grants of awards under the 
under the Corporation's 1990 Equity Plan (th« '^1!,?' of shares available for issuance 
1995 Plan by the Corporation's sinrA-t, 11 1  ^ aS 0 ate approval of the 
the 1990 Equity Plan that exioire ° erS\P US any sbares of Stock subject to Awards under 

Q U N Y  nan tnat expire unexercised or are forfeited tprm;„ 1 J  / •  u 1  

or in part), or in any other manner not issued M  T T  .terminated, canceled (in whole 
Shares") and (ii) for each fiscal year subsequent to the ?mp'0yee at any time ("Carryover 
prior to the beginning of the fisn j] year ending June 29, 1996, but 
plus 2% of the issued shares of the on June 28. 1998, the Carryover Shares, 

of the firs, day of such fiscal year, pluITy Stock teXTdt^hVco'""""f 'reaSaf^shireS'a| 

2,755,823 shares available for additional grants ofalrtTI 2M 1990,Plan- ,here 

mg options, and 805,710 shares of restricted stock- n I!' j260'406 shares subject to outstand-
value of the Common Stock was $42 625 per share N° "g' °n such date> the fa>r market 
cumulatively be available for the issuance of ISOs (J defined'f",5'009'00? sharCS f St0ck sba|! 
more than 1 000,000 shares of Stock be cumulatively aJ In, bfd°W) U"der the Plan' nor sha'' 
Stock Awards, Unrestricted Stock Awards and Stock Unit A °F gr*nt pu^suant Restricted 
August 14,1995, 2% of the issued shares of the Coipo^- r ^ned below). As of 
shares. No employee may be granted, during anv fiSCa" ^ 
under the 1995 Plan relating to in the aggregate J / c°mmencing July 2, 1995, awards ng to, in the aggregate, more than 1>000>000 ^ q{ ^ 
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K 1 

Under the 1995 Plan, all shares of Common Stock available for grants of awards in any 
fiscal year (or portion thereof) that are not used in the grant of awards in such fiscal year will 
be available for use in subsequent years. Shares subject to any unexercised or undistributed 
portion of any terminated, expired or forfeited award also will be available for future award 
under the 1995 Plan. 

Administration 
The 1995 Plan will be administered by the Compensation and Stock Option Committee of 

the Board of Directors (the "Committee") consisting of not fewer than two members of the 
Board of Directors, none of whom is an employee of the Corporation. Subject to the terms of 
the 1995 Plan, the Committee will have the authority to establish rules for the administration 
of the Plan; to select the employees to whom awards are granted; to determine the type of 
awards to be granted and the number of shares covered by such awards; to set the terms and 
conditions of such awards; and to determine whether any option granted shall be an incentive 
stock option ("ISO") or a non-qualified stock option ("NQO"). The Committee s authority to 
take certain actions under the 1995 Plan will include authority to accelerate payment or 
vesting under, or waive the restrictions applicable to, any 1995 Plan award. The Board of 
Directors may also establish a committee of one or more members of the Corporation s Board 
of Directors who are also officers of the Corporation for the purposes of administering grants 
of awards under the 1995 Plan to employees who are not subject to the provisions of Section 16 
of the Securities Exchange Act of 1934, as amended (the Exchange Act ). 

Eligibility 
Employees, including officers, of the Corporation or any of its subsidiaries are eligible to 

receive awards under the 1995 Plan. Directors who are also employees are eligible to receive 
awards if they are not members of the Committee. Awards may be granted to the same 
employee on more than one occasion. 

Stock Options 
The 1995 Plan permits the granting of stock options that qualify as ISOs under the Code 

and those that do not so qualify, NQOs. The exercise price of each option is determined by the 
Committee, but cannot be less than the fair market value of the stock on the date of grant. The 
Committee has the discretion to establish as the grant date of an option the date on which 
Committee action approving the option is taken, or any later date specified by the Committee. 
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:£' IT T?T prr "•casl'-"by **»* 
upon exercise together with an autliori- t' i".i' ' K'm ' " sa'e Common Stock acquired 

Of ea^oSr"™ Jed tl'ThTT ̂  T " T'" '"»> b« « îsed, ,he ,enn 
•***" - ">• 

Stock Appreciation Rights 

the recipient upon exercise to recefve'w.Ah re^ptc-^ur>'' '°i' ("SARs'"> which entitle 

the SAR relates, an amount, in cash or restnVt I share of ComtT|on Stock to which 
combination thereof (at the Committee's discretion) eouahoT^''1 Q?m™0n fSt°C'k' * 
fair market value per share of the Corporation's CY c , T aPPreciat,°"> a,1>'. in the 

SAR to the date of its payment or settlement. The '"T" C *" t,K> date °f grant °f the 

and cannot be less than the fair market value ner slv r determined l>y the Committee 
the date the SAR is granted. ' are o the Corporation's Common Stock on 

Restricted Stock and Unrestricted Stock 

sob" 1995 PIan authorizes the Committee jo award to i i 
ubject to restrictions ("Restricted Stock Awards"! Z U\ T* /"* °f Common Stocf 

free from any restrictions ("Unrestricted Stock Aw I "f Common Stock which 

sue aw,.,5 may be acqujred w.thout payme . ds ). Common Stock issued pursuant 
pp icable state law. Holders of Restricted Stor L A I Corporation, consistent with 
ividends, if any, with respect to any shares of restricted stock ent'tIed t0 V°te a"d reCe'Ve 

Restricted Stock Awards entitle the recipient tn 
o restrictions against disposition and such other restiS"'^ ^ °f restricted stocl< subjeCt 

ei mined by the Committee. In the event of tPrn '°nS' conditl°ns and contingencies as 
an eath, disability or retirement (unless otherwi"'dt'°n enlP'oyment for reasons other 

siha!! I lr'St™menjt̂  the shares of restricted stock as to Pj°V!C,ed by the Committee or in the 
be forfeited to the Corporation. which the restrictions have not lapsed 
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The Committee may provide that the Common Stock deliverable or issuable pursuant to 
any award granted under the 1995 Plan will be restricted. 

Stock Unit Awards 

The 1995 Plan authorizes the grant of awards which entitle the recipient to receive, 
without payment, stock units in the form of phantom shares of stock ("Stock Unit Awards"). 
The stock units are valued at the Committee's discretion in whole or in part by reference to 
the fair market value of the Corporation's Common Stock. The Committee will determine the 
terms and conditions applicable to Stock Unit Awards, including any applicable restrictions, 
conditions or contingencies, which may be related to individual, corporate or other categories 
of performance. Stock Unit Awards are payable in shares of Common Stock or cash, or any 
combination thereof, at the discretion of the Committee. An employee who receives a Stock 
Unit Award may be given rights to dividend equivalents, payable in cash, stock, or additional 
stock units, subject to any conditions the Committee may impose. 

Performance Criteria 

In its discretion, the Committee may grant Awards contingent on the satisfaction of 
performance criteria, consistent with Section 162(m) of the Code, based on levels of revenue, 
operating income, profit after tax, earnings per share, cash flow, return on equity or return on 
assets. In addition, the Committee may also grant Awards contingent on the satisfaction of 
other performance criteria established in its discretion. 

General 

Except as otherwise determined by the Committee or as otherwise provided in the 
applicable award instrument, unexercised awards or awards subject to restrictions or condi
tions which have not lapsed or been satisfied shall be forfeited under the 1995 Plan upon 
termination of employment for reasons or conditions other than death, permanent disability or 
retirement. 

The 1995 Plan provides that the Committee, in its sole discretion, upon the request of a 
recipient of an award, may defer the date of payment of cash or stock under such award. In the 
event of stock dividends, stock splits and similar events, the Committee will make appropriate 
adjustments to the maximum number of shares of Common Stock that may be delivered under 
the 1995 Plan, the maximum number of shares that may be issued for certain types of awards, 
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the number of shares covered by outstanding awards, and the grant, purchase or exercise price 
with respect to any award. 

The Committee may also make appropriate adjustments to take into account material 
changes in law or accounting matters or certain other corporate changes or events. The Board 
of Directors may make appropriate adjustments to take into account a change in control of the 
Corporation. 

The Board of Directors may at any time terminate the 1995 Plan or suspend the grant of 
awards under the 1995 Plan. The Board may amend the 1995 Plan or any outstanding award at 
any time for any lawful purpose, provided that no amendment, without the approval of the 
Corporation s stockholders, can increase the maximum number of shares that may be issued 
under the 1995 Plan or issued in the aggregate pursuant to certain kinds of awards, and no 
amendment, without stockholder approval (where such approval would be necessary to satisfy 
applicable securities or tax law or stock exchange rules), can extend the period during which 

1995 P1 "lay granted °r change the group of Persons eligible to receive awards under the 

Tax Aspects Lnder the U.S. Internal Revenue Code 

Incentive Stock Options. Generally, no taxable income is recognized by the optionee 
upon the grant or exercise of an ISO if certain requirements are met. However.'the exercise of 
n O may result in alternative minimum tax liability for the optionee. If no disposition of 
ares issued to an optionee pursuant to the exercise of an ISO is made by the optionee within 

J°uyTS of grant or within one year after the date of exercise, then upon sale of 
shareO 11'bT reahzed in excess °f the exercise price (the amount paid for the 
Ion* beftaX.ed t0 tbe optionee as a long-term capital gain and any loss sustained will be a 
tax purposes "° eduCti°n Wi" allowed to the Corporation for Federal income 

the elnlT* °{fC?mm°n St0ck ^quired upon the exercise of an ISO are disposed of prior to 
disposition tw°-year and one-year holding periods described above (a "disqualifying 
in L amount' °ption™ wil re5°gnifZe ordinary income in the year of disposition 
exercise To fT B ( a,ny)°fthe fair market value of the shares on the date of 
exercise nrie'e'th f TB°UT r6al armsdength sale of such shares) over the 
gain realized from th T f ^°rp0rati°n W1,l be entitled to a corresponding deduction. Any g n realized trom the sale of shares in excess of the amount i- he tavpl QC i i , , -i i , amount taxed as ordinary income will oe 
axed as capital gain and will not be deductible by the Corporation 
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Generally, an ISO will not be eligible for the tax treatment described above if either the 
required holding periods or certain other requirements are not met. For example, d an ISO is 
exercised more than three months following termination of employment (one year following 
termination of employment by reason of permanent and total disability), except in certain 
cases where the ISO is exercised after the death of the optionee, then it will 110 longer quality 
for the tax treatment described above and the option is treated as a non-qualified option. 

Non-Qualified Options. No taxable income is recognized by the optionee at the time a 
NQO is granted under the 1995 Plan. Generally, on the date of exercise of a NQO, ordinary 
income is recognized by the optionee in an amount equal to the difference between t e 
exercise price and the fair market value of the shares on the date of exercise and t e 
Corporation receives a tax deduction for the same amount. Upon disposition of the shares 
acquired, an optionee generally recognizes the appreciation or depreciation on the shares 
after the date of exercise as either short-term or long-term capital gain or loss depending on 
how long the shares have been held. 

If restricted stock is received upon exercise of an option or stock appreciation right, the 
income and the deduction, if any, associated with such award may be deferred in accordance 
with the rules described below for restricted stock. 

Stock Appreciation Rights. No income will be realized by an optionee 111 connection with 
the grant of a stock appreciation right. When the stock appreciation right is exercised, the 
optionee will generally be required to include as taxable ordinary income in the year o sue 
exercise an amount equal to the amount of cash received and the fair market value of any stoc 
received. The Corporation will generally be entitled to a deduction equal to the amount 
includable as ordinary income by such optionee. 

Restricted Stock. A recipient of restricted stock generally will be subject to tax at 
ordinary income rates on the excess of the fair market value of the stock (measured at the time 
the stock is either transferable or is no longer subject to forfeiture) over the amount, 1 any, 
paid for such stock. However, a recipient who elects under Section 83(b) of the Code within 
30 days of the date of issuance of the restricted stock to be taxed at the time of issuance of t e 
restricted stock will recognize ordinary income on the date of issuance equal to t e air mar e 
value of the shares of restricted stock at that time (measured as if the shares were unrestricted 
and could be sold immediately), minus any amount paid for such stock. If the shares su jec o 
such election are forfeited, the recipient will be entitled to a capital loss for tax purposes on y 
for the amount paid for the forfeited shares, not the amount recognized as ordinary income as 
a result of the Section 83(b) election. The holding period to determine whether the recipient 
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has long-term or short-term capital gain or loss upon sale of shares begins when the forfeiture 

period expires (or upon issuance of the shares, if the recipient elected immediate recognition 
of income under Section 83(b)). 

cenrrTX i C t e dJ t O C k '  S t°C k  T*' A  r e c i p f e n t  o f  unrestricted stock or stock units will 

market v»I ' I  r '°  ̂  &c ° r d i n a r y  i n c o m e  r a t e s  0 1 1  a»v cash received and on the fair 

generallv he tT^ t0 SUC'h a" awarcI' and the Corporation will 
fecinie t A h * deduction equal to the amount of ordinary income realized by the 
generally hfn a  T ̂  m a r k e t  v a l u e  o f  a n y  Common Stock received will 

the Comot n m '"  '"f0"16 ( a  r correspondin8 deduction will generally be available to 

Stockd r e c e , i p tJT C a p i |a l  g a i n  ° r  l o S S  h o l d i"K p™' for anv Common ri:;Lwi"begin when ,he ~ -—«• 

tionsFS°aTuTê ' rSeCt;°n ,16a (m) °f  ̂C°de Umite othe™se *"™able tax deduc-
one million |] T ('"eluding compensation attributable to Awards) in excess of 
Corporation un^ thf ° f  ^ T m o s t  h*h l y  compensated executives of the 

consistent l i th th ,t  i s  determined with reference to performance criteria 

performance^criteria TT t0 SUch Motives that are not based on 
taxdlZtTe r with Section 162(m) of the Code generally will not result in a 
and expenses, as well ST0  ^ t h e  Corporation's total operating revenues 

inability to take such a dedufion"^ curre'Sy 6°"'* T °P^rating loss carryforwards, any 
Corporation's consolidated results of operations. P  f° i m p U C t  °" 

The Board of Directors recommends a vote FOR approving the 1995 Plan. 

PROPOSAL TO APPROVE THE 1995 STOCK OPTION PI AN 
FOR NONEMPLOYEE DIRECTORS 

Nonefiloy^Directors^thf'l^s'NorLmp^ofe DR^ctors pf 'f^l f 
to stockholder approval. The Plan is intended to more I , 17 UP°" f die 
Corporation's nonemployee directors with those of s tocktoS If" tock 
component of the directors' compensation package uf n f T*™It u the 
1995 Nonemployee Directors Plan will replace the l9on m ^7 V stockh° the 

f e  t990 Nonemployee Directors Plan. 
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Description of the 1995 Nonemployee Directors Plan 

The following summary description is qualified in its entirety by reference to the full text 
of the 1995 Nonemployee Directors Plan, which is attached to this Proxy Statement as 
Exhibit B. 

The Compensation and Stock Option Committee of the Board of Directors (the "Commit
tee") has the authority to administer, interpret and make determinations under the 1995 
Nonemployee Directors Plan. Eligibility for and the grant of options under the 1995 Nonem
ployee Directors Plan is automatic in nature. Each eligible nonemployee director who joins 
the Board on or after January 1, 1995 will receive annually an option to purchase the same 
fixed number (2,500) of shares under the 1995 Nonemployee Directors Plan and each eligible 
nonemployee director who served on the Board prior to January 1, 1995, will receive annually 
an option to purchase the same fixed number (1,000) of shares under the 1995 Nonemployee 
Directors Plan. Therefore, the Committee will not have any discretion with respect to the 
amount of or the terms of any individual grant under the 1995 Nonemployee Directors Plan. 

Upon approval of the 1995 Nonemployee Directors Plan by the Corporation's stockhold
ers, 50,000 shares of the Corporation's Common Stock, plus the number of shares of Common 
Stock available for issuance under the Corporation's 1990 Nonemployee Directors Plan on the 
date of approval of the 1995 Nonemployee Directors Plan by the Corporation's stockholders, 
will be available for issuance under the 1995 Nonemployee Directors Plan, subject to 
automatic adjustment in the event of a stock dividend, stock split or similar events. If any 
options granted under the 1990 Nonemployee Directors Plan or the 1995 Nonemployee 
Directors Plan expire or terminate without exercise, in whole or in part, the shares reserved 
therefor will revert to the option pool to be available under the Plan. As of August 24, 1995, 
options to purchase 55,000 shares of Common Stock were outstanding under the 1990 
Nonemployee Directors Plan and 45,000 shares were available for issuance. 

The exercise price of an option will be 100% of the fair market value per share of Common 
Stock of the Corporation on the date the option is granted, payable by (i) delivery of cash, 
bankdraft, money order or check to the order of the Corporation, (ii) by delivery of shares of 
Common Stock of the Corporation owned by the nonemployee director which have a fair 
market value equal to the exercise price of the option being exercised, (iii) if permitted by 
applicable law, through the delivery of an assignment to the Corporation of a sufficient amount 
of the proceeds from the sale of Common Stock acquired upon exercise to pay for all of the 
Common Stock so acquired and an authorization to the broker or selling agent to pay that to 
the Corporation, or (iv) by any combination of these methods. 
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Options granted to nonemployee directors ("Participants") under the 1995 Nonemployee 
Directors Plan will become exercisable at the rate of 33% on the first and second anniversaries 
of the date of grant and 34% on the third anniversary of the date of grant. Options will be 
granted annually on the date of the Corporation's Annual Meeting of Stockholders to each 
director whose service will continue after such meeting. Options granted under the 1995 
Nonemployee Directors Plan will expire ten years from the date of grant, unless terminated 
earlier in accordance with the 1995 Nonemployee Directors Plan. However, any option 
granted to a Participant who ceases to be a director of the Corporation because of death will 
expire one year from the date of the Participant's death. 

If a Participant ceases to be a member of the Board because of permanent disability or 
death or by reason of retirement from the Board of Directors so long as such Participant is at 
least 70 years of age and has completed at least five years of service as a Director at the time of 
such retirement, his or her option will become immediately exercisable in full. If a Participant 
ceases to be a member of the Board after his or her option becomes exercisable, the option will 
remain exercisable in accordance with its terms. If a Participant ceases to be a member of the 
Board for any reason other than those described above prior to the time his or her option 
becomes fully exercisable, the option will terminate with respect to the shares as to which the 
option is not then exercisable. 

The Board of Directors may amend, modify or terminate the 1995 Nonemployee Directors 
Plan at any time, subject to certain restrictions described in the Plan, and provided that prior 
approval by the stockholders of the Corporation must be obtained to increase the number of 
shares available for grant. If required by law, prior stockholder approval must be obtained to 
(i) change the eligibility requirements under the 1995 Nonemployee Directors Plan, 
(ii) increase the number of shares subject to any option, (iii) change the purchase price of the 
shares subject to any option, (iv) extend the period during which options may be granted, 
(v) materially increase the benefits to Participants or (vi) cause Rule 16b-3 under the 
Securities Exchange Act of 1934, as amended, to become inapplicable under the Plan. In 
addition, the provisions of the 1995 Nonemployee Director Plan specified in 
Rule 16b-3(c) (2) (ii) (A) under the 1934 Act may not be amended more than once every six 
months, other than to comport with changes in the Code, the Employee Retirement Income 
Security Act of 1974, as amended, or the rules thereunder. The 1995 Nonemployee Directors 
Plan will terminate on December 31, 2000, unless terminated earlier by the Board of Directors. 
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Tax Aspects under the U.S. Internal Revenue Code 
No taxable income will be recognized by a Participant at the time the option is granted 

Generally, at exercise, ordinary income will be recognized by the Participant in an amount 
equal to the difference between the option exercise price and the fair market value of the 
shares on the date of exercise, and the Corporation will receive a tax deduction for the same 
amount. At disposition, appreciation or depreciation after the date of exercise will be rea e 
as either short-term or long-term capital gain or loss depending on how long the shares have 
been held. 

The Board of Directors recommends a vote FOR approving the 1995 Nonemployee 
Directors Plan. 

RATIFICATION OF SELECTION OF AUDITORS 

The Audit Committee of the Board of Directors has selected the firm of Coopers & 
Lybrand L.L.P., independent accountants, to serve as auditors for the fisca year en ing 
June 29, 1996, subject to ratification by the stockholders. Coopers & Lybrand . . . ms serv 
as the Corporation's auditors since the organization of the Corporation. e oar 
Directors recommends a vote FOR ratification of this selection. It is expected that a member ol 
the firm of Coopers & Lybrand L.L.P. will be present at the Meeting, will have an opportunity 
to make a statement if so desired and will be available to respond to appropriate questions. 

STOCKHOLDER PROPOSAL REGARDING THE 
ELECTION OF DIRECTORS BY CLASSES 

Kenneth Steiner, 14 Stoner Avenue. Great Neck, New York 11021, the owner of 100 shares 
of Common Stock, has notified the Corporation of his mtentior, to intro uce e ProPos 

f o r t h  b e l o w  f o r  c o n s i d e r a t i o n  a n d  a c t i o n  b y  t h e  s t o c k h o l d e r s a t  t h , r  A n n u a I M *  
Mr, Steiner's proposed resolution and supporting statement for whic e Directors 
and the Corporation accept no responsibility, are set forth below. The Board of Directors 
opposes this proposal for the reasons stated after such proposal. 

"RESOLVED, that the stockholders of the Company request that the Board of Directors 
, , , , tn declassify the Board of Directors so take the necessary steps, in accordance with state law, to deciassiry manii(,r . w 

that all directors are elected annually, such declassification to be effected in a manner that 
does not affect the unexpired terms of directors previously elected. 
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Supporting Statement 

The election of directors is the primary avenue for stockholders to influence corporate 
go\ei nance policies and to hold management accountable for implementation of those 
policies. I believe that the classification of the Board of Directors, which results in only a 
portion of the Board being elected annually, is not in the best interests of the Company and its 
stockholders. 

The Board of Directors of the Company is divided into three classes serving staggered 
three-year terms. I believe that the Company's classified Board of Directors maintains the 
incumbency of the current Board and therefore of current management, which in turn limits 
management's accountability to stockholders. 

to 
on 

The elimination of the Company's classified Board would require each new director 
stanc 01 election annually and allow stockholders an opportunity to register their views «» 
the performance of the Board collectively and each director individually. I believe this is one 
ot the best methods available to stockholders to insure that the Company will be managed in a 
manner that is in the best interests of the stockholders. 

I am a founding member of the Investors Rights Association of America and I believe that 
concerns expressed by companies with classified boards that the annual election of all 
directors could leave companies without experienced directors in the event that all incum-

V° °Ut by stockholders> are unfounded. In my view, in the unlikely event that 
s ockholders vote to replace all directors, this decision would express stockholder dissatisfac
tion with the incumbent directors and reflect the need for change. 

1 mGE YOUR SUPPORT, VOTE FOR THIS RESOLUTION " 

e I"* u°ard °f Directors recommends that the stockholders vote AGAINST this proposal 
ioi the following reasons: 

In 1990, pursuant to legislation enacted in Massachusetts, the Board of Directors of the 
orporation was classified into three classes of directors, with the terms of office of the 
. pective classes expiring ,n successive years. This legislation, entitled "An Act to Provide 

Hons Massachusetts Corporations" (the "Act"), provides that publicly-held corpora-
consisH f6iUn i Massachusetts law af re9uired to have a classified board of directors 
leeislat i -A aS nCarly ec*ua\m size as possible. The stated purpose of this 
legislation ,s to provide protection to Massachusetts corporations, including their stockholders, 
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employees, suppliers and customers and the communities in which the corporations facilities 
are located. 

The Board of Directors believes that its classified Board serves the Corporation and its 
stockholders well and is consistent with the public policy articulated by the Commonwealth of 
Massachusetts, the state in which the Corporation is organized. The Board does not believe 
that directors elected for staggered terms are any less accountable to stockholders than they 
would be if elected annually, since the same standards of performance apply regardless of the 
term of service. Moreover, it believes that a classified board enhances the likelihood of 
continuity and stability in the conduct of Board business since generally two-thirds of the 
Directors will have had prior experience and familiarity with the business of the Corporation. 
The Board believes that this contributes to more effective long-term strategic planning. 

The classified Board is intended to encourage persons who may seek to acquire control of 
the Corporation to initiate such action through negotiations with the Board. At least two 
meetings of stockholders generally would be required to replace a majority of the Board. By 
reducing the threat of an abrupt change in the composition of the entire Board, classification 
of directors would give the Board sufficient time to review any takeover proposal, study 
appropriate alternatives and achieve the best result for stockholders. The Board believes that 
although a classified Board enhances the ability to negotiate favorable terms with a proponent 
of an unsolicited proposal, it does not necessarily discourage takeover offers. 

The Act provides that a corporation may elect to be exempt from its classified Board 
provisions by a vote of the directors, or by a vote of the holders of two-thirds of the 
outstanding voting stock. Therefore, the adoption of this proposal would not in itself eliminate 
the classified Board, but would only amount to an advisory recommendation to the Board that 
it take the necessary steps to achieve that outcome. 

For the reasons stated above, the Board of Directors recommends a vote AGAINST this 
proposal. 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to 
soliciting stockholders through its regular employees, the Corporation will request banks and 
brokers to solicit customers of theirs who have shares of Common Stock of the Corporation 
registered in the name of a nominee. The Corporation will reimburse such banks and brokers 
for their reasonable out-of-pocket costs, at the rates suggested by the New York Stock 
Exchange. Solicitation by officers and employees of the Corporation may also be made of some 
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stockholders in person, or by mail, telephone or telegraph, following the original solicitation. 
Georgeson & Company Inc. has been retained by the Corporation to assist with the solicitation 
of proxies at a cost to the Corporation estimated not to exceed $20,000. 

STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

Proposals of stockholders intended for inclusion in the proxy statement to be mailed to all 
stockholders entitled to vote at the 1996 Annual Meeting of Stockholders of the Corporation 
must be received at the Corporation's principal executive offices not later than May 20, 1996. 
In order to curtail controversy as to the date on which a proposal was received by the 
Corporation, proponents should submit their proposals by Certified Mail — Return Receipt 
Requested. 

September 18, 1995 
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EXHIBIT A 

DIGITAL EQUIPMENT CORPORATION 
1995 EQUITY PLAN 

Section 1 — Purpose 
The Digital Equipment Corporation 1995 Equity Plan (the "Plan") is intended to advance 

the interests of Digital Equipment Corporation ("Corporation") and its stockho ders y 
providing equity-based incentives to better align the interests of key employees with those ot 
stockholders, and to attract, retain and motivate such employees. 

Section 2 — Administration 
The Plan shall be administered by a committee appointed by the Board of Directors of the 

Corporation (the "Committee"), which shall consist of not fewer than two members of t e 
Corporation's Board of Directors. All members of the Committee must be disinterested 
administrators" within the meaning of Rule 16b-3 or any successor pro^sion ) bu e l6l>3 
under the Securities Exchange Act of 1934, U amended (the 1934 Act ) and outs.de 
directors" within the meaning of Section 162(m) or any successor provision of the Internal 
Revenue Code of 1986, as amended (the "Code"), if required for compliance with Rule 16b-3 
or Section 162(m) of the Code, as the case may be. Any authority or power granted m the Plan 
to the Committee shall also be deemed to be granted to the Board of Directors an any ac l 
permitted to be taken or determination permitted to be made by the Committee may also be 
taken or made by the Board of Directors; provided, however, that to the -tent-quired by 
Rule 16b-3 and/or Section 162(m) of the Code with respect to specific grants of Awards, such 
power or authority shall only reside in and such actions or determina ions s a Y 
by an administrator or administrators in compliance with Rule 16b-3 or ec mn ( ) 
Code, as the case may be. The Board of Directors may also establish a cpo—« of one or 
more members of the Corporation's Board of Directors who are also officers of the Corpora
tion foTffie purposes of administering grants of Awards under the Plan to, Emp Wee. whom, 
not subject to the provisions of Section 16 of the 1934 Act. If such a committee is established it 
shall have all the power and authority of the Committee under t e an wi respec 
Awards. 

Subject to the provisions of the Plan, the Committee shall have the authority to select the 
Employees who are eligible to participate in the Plan «» 
to each Employee, to determine the time or tunes when aw a 
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restrictions, conditions and contingencies shall lapse, to establish any other restrictions, 
conditions and contingencies on Awards in addition to those prescribed by the Plan and to 
determine whether any Option granted shall be an ISO or a Non-Qualified Option. The 
Committee shall also prescribe the form of agreements or other instruments under the Plan 
and the legends, if any, to be affixed to the certificates representing shares of Stock to be 
issued. 

The Committee shall have full authority to interpret the Plan, to grant waivers of Plan 
res notions, to amend the provisions of Award instruments and to adopt such rules, regulations 
an guidelines for carrying out the Plan as it may deem necessary or proper, all of which 
powers shall be executed in the best interests of the Corporation and in keeping with the 
purposes of the Plan. Such powers shall include, but shall not be limited to, the power to 
modify or amend the Plan and to adopt such procedures, subplans and the like as may be 
necessary to comply with provisions of the laws of other countries in which the Corporation or 
any subsidiary of the Corporation may operate in order to assure the viability of Awards 
g n ed under the Plan and to enable Employees employed in such other countries to receive 
advantages and benefits under the Plan and consistent with such laws. 

cnn dete™atl,°nS °f th,e Committee in the administration of the Plan shall be final and 
elusive unless otherwise determined by the Board of Directors. 

Section 3 — Shares of Stock Subject to the Plan 

P l a n  ihJtareS£Vailab f̂0r hsUance The shares of stock available for issuance under the 
issuer! sP e au 10^Ize^ ut unissued shares of the Corporation's Common Stock or previously 
manned ld^6S) °u * ? orporatlon s Common Stock reacquired by the Corporation in any 
under thePlan tfeaSUry ("Stock")- No fractional shares of Stock shall be delivered 

videdffi °f Shares Available for Issuance. Subject to adjustment as pro-
Awards d1' L rW' maximum number of shares of Stock available for the grant of 
199fi sh I! r I? the date °f itS adoption by the Board of Directors until June 29, 
CornnraK i ono ™axlmum number of shares of Stock available for issuance under the 
Corno a '

S \ , PS* *** 
(the "199° P,af> * of the date of approval of the Plan bv the 

that evn' S °ckholders' p,us any shares of Stock subject to Awards under the 1990 Plan 
other m/ UneXerC,Sed or are forfeited, terminated, cancelled (in whole or in part) or in any 
Section r 1SSU t0 a" Employee f any time- Subject to adjustment as provided in 

7.7 below, the maximum number of shares of Stock available for the grant of Awards 
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under the Plan for each fiscal year subsequent to the fiscal year ending on June 29, 1996, but 
prior to the beginning of the fiscal year commencing on June 28, 1998, shall be two percent 
(2%) of the total number of issued shares of the Corporation's Common Stock (including 
treasury shares) as of the first day of such fiscal year. Such maximum number of shares shall be 
increased in any fiscal year by the number of shares of Stock available for the grant of Awards 
hereunder in the previous fiscal year or years but not covered by Awards granted hereunder in 
such fiscal year or years since the adoption of the Plan, plus any shares of Stock subject to 
Awards under the 1990 Plan or the Plan that expire unexercised or are forfeited, terminated, 
cancelled (in whole or in part), or in any other manner are not issued to an Employee, plus 
any shares of Stock tendered to the Corporation as full or partial payment for the exercise of 
any Option under the 1990 Plan or the Plan and the payment of any withholding taxes arising 
therefrom. 

(c) Limitations on Issuance. Notwithstanding any other provision of the Plan, in no 
event shall more than 5,000,000 shares of Stock be cumulatively available for the issuance of 
Stock pursuant to ISO's granted under the Plan, nor shall more than 1,000,000 shares of Stock 
be cumulatively available for grant pursuant to Restricted Stock Awards, Unrestricted Stock 
Awards and Stock Unit Awards. Notwithstanding any other provision of the Plan, no Employee 
may be granted in any fiscal year beginning with the fiscal year commencing July 2, 1995, in 
the aggregate, Awards relating to, in the aggregate, more than one million (1,000,000) shares of 
Stock. In all events, determinations under the preceding sentence shall be made in a manner 
that is consistent with Section 162(m) of the Code and the regulations promulgated 
thereunder. 

(d) Dividends. Notwithstanding the foregoing, any dividend or dividend equivalent 
paid or credited to an Employee in shares of Stock or Stock Units pursuant to Sections 5.4(b) 
or 5.5 below shall not be subtracted from the maximum number of shares available for the 
grant of Awards under the Plan or the cumulative aggregate number of shares available for 
grant pursuant to Restricted Stock Awards, Unrestricted Stock Awards and Stock Unit Awards. 

(e) Expiration, Forfeiture, Cancellation or Settlement in Cash. Shares of Stock subject to 
Awards that expire unexercised or are forfeited, terminated, canceled (in whole or in part), or 
in any other manner are not issued to an Employee (including shares of Stock that are not 
issued to an Employee pursuant to Awards settled in cash in lieu thereof), shall become 
available immediately for the future grant of Awards under the Plan. 
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Section 4 — Eligibility 

Awards may be granted under the Plan only to Employees of the Corporation or of a 
su si iary of the Corporation. The term "Employees" shall include officers as well as all other 
emp oyees of the Corporation or of a subsidiary of the Corporation. Members of the 

ommittee and members of the Board of Directors who are not Employees of the Corporation 
or of a subsidiary of the Corporation shall not be eligible to participate in the Plan. Awards 
may be granted to the same Employee on more than one occasion. 

Section 5 — Types of Awards 

5.1 Authority. 

tandJmVhpT'""! ̂ I! J?*"6, 7® authority to §rant Awa>"ds singly, in combination or in 
Cornoratl 7 7 r lnC]U,deS 0Pt,'°nS' St°ck W^tion rights, awards of Stock of the 

uni,s or ph,n,om sh-es °r **«"»" 

5.2 Options. 

of the Ontion I: ?V°nS< 7 °ption 's,an Awai"d entitling the recipient upon exercise 
incentWe stock ontirT ^^"TQrv "f4 * fTT pHce for * 'P^Bed period of time. Both 

provision and Ont o 7 ! 1 Section 422 of the Code' or any successor 
granted under t£ °Pti°f>' ̂  * 

as are required under applicable provisions of the Code te™S 

shM tetevmiine the exerdse price °f a° °pti°n 

the Option i, . °°% 0f tbe,Fair,Marlet Val"« I*-'' share of the Stock on the date 
given date wilflm the ""Tf f t* ̂  "** Val™" of • share of Stock on a 
Stock to the Net MTTC I t Se"ing P™« of'he Corporation's Common 
business day as „f ^e f ,°h T™"arti°"s Index on such date, or if not a 

day, as of the last bos.ness day for which prices are available prior to such date. 

Option'may be exerc The Committee shall determine the latest date on which an 

the Option was framed " Sha" b" "" ,ha" date lhat is"» V«a« af'« da'e 

become SSfe"TTy, -° aPJP"Cabilit>' °f Section 7.3 below, an Option shall me exerc,sable at such time or times, and „„ snch co„ditjonSi as the Comn,'ittee may 
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specify. The Committee may at any time accelerate the time at which all or any part of an 
Option may be exercised. 

An Employee electing to exercise an Option shall give written or electronic notice to the 
Corporation or its agent of the election and of the number of shares of Stock that the 
Employee elects to acquire, accompanied by any documents or instruments required by the 
Corporation or its agent and payment in full for the Stock purchased, together with provision 
for the amount of any taxes due in respect of the sale and issue thereof. 

(e) Payment for Stock. Stock purchased by an Employee upon exercise of an Option may 
be paid for in any legal manner so specified by the Committee, including the following 
methods, which may be used in combination if specified by the Committee: 

(1) In cash or by check, bank draft or money order payable to the order of the 
Corporation. 

(2) If permitted by applicable law, through the delivery of an assignment to the 
Corporation of a sufficient amount of the proceeds from the sale of unrestricted Stock 
acquired upon exercise to pay for all of the Stock so acquired and any tax withholding 
obligation resulting from such exercise; and an authorization to the broker or selling agent 
to pay that amount to the Corporation. 

(3) Through the delivery of an amount of previously acquired shares of unrestricted 
Stock having in the aggregate a Fair Market Value equal to the exercise price, provided 
that such method is consistent with applicable tax laws, policies and eligibility criteria 
established by the Committee. Employees may further apply the Stock acquired upon 
such exercise to satisfy the exercise price for additional Stock. 

With respect to ISO's, acceptable methods of payment for stock upon exercise of an Option 
shall be set forth in the Award instrument granting the applicable ISO. 

(f) Special Rules for ISO's. The aggregate Fair Market Value (determined as of the date 
of grant) of the shares of Stock covered by ISO's granted under this Plan or any other equity 
plan of the Corporation and its subsidiaries, that becomes exercisable for the first time by the 
Employee in any calendar year shall not exceed $100,000. Nothing in this special rule shall be 
construed as limiting the exercisability of any Option unless the Committee provides for a 
limitation at the time of grant. 
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5.3 Stock Appreciation Rights. 

(a) Description of Stock Appreciation Rights. A "Stock Appreciation Right ("SAR") is 
an Award entitling the recipient upon exercise of the Right to receive an amount, in cash or 
Stock, or a combination thereof (at the Committee's discretion), equal to the appreciation, if 
any, in the Fair Market Value of a share of the'Corporation's Common Stock from the date of 
the grant of the SAR to the date of its payment or settlement. 

(b) Other Terms and Conditions of Stock Appreciation Rights. The Award price per SAR 
shall not be less than the Fair Market Value of a share of the Corporation's Common Stock on 
the date the SAR is granted. An Employee electing to exercise a Stock Appreciation Right must 
give written or electronic notice to the Corporation or its agent of the election, accompanied 
by any documents or instruments required by the Corporation or its agent, together with 
provision for the amount of any taxes due with respect thereto. 

5.4 Restricted and Unrestricted Stock. 

(a) Definition of Restricted Stock Awards. A "Restricted Stock Award" entitles the 
recipient to acquire shares of Restricted Stock subject to such restrictions, conditions and 
contingencies as may be determined by the Committee in its sole discretion. 

(b) Rights as a Stockholder. At the discretion of the Committee, an Employee who 
receives Restricted Stock will have all the rights of a stockholder with respect to the Restricted 
Stock, including voting and dividend rights, subject to the restrictions described in paragraph 
(c) below and any other restrictions, conditions and contingencies imposed by the Committee 
at the time of grant. The Committee may require that dividends be paid in additional shares of 
Restricted Stock or in Stock Units. 

(c) Restrictions and Obligations of Resale, i "Restricted Stock" is Stock subject to restric
tions against disposition as specified by the Committee in the Award instrument and may not 
be sold, transferred, or otherwise disposed of. and shall not be pledged or otherwise 
hypothecated, except as provided in the Award instrument. Except as otherwise provided in 
the Award instrument, in the event of termination of employment for any reason other than as 
specified in Section 6.1 or 6.2, Restricted Stock shall be forfeited to the Corporation, except 
that it shall be offered for resale to the Corporation at its original acquisition price if the 
Restricted Stock was issued for monetary consideration. 
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(d) Other Awards Settled with Restricted Stock. The Committee may, at the time any 
Award described in this Section 5 is granted, provide that any or all of the Stock delivered or 
issuable pursuant to the Award will be Restricted Stock. 

(e) Unrestricted Stock Awards. The Committee may, in its sole discretion, award to any 
eligible Employee unrestricted shares of Stock under the Plan ("Unrestricted Stock Award"). 
Any Employee who receives an Unrestricted Stock Award will have all the rights of a 
stockholder, including voting and dividend rights. 

(f) Price of Restricted and Unrestricted Stock. Grants of Restricted Stock and Un
restricted Stock shall be made at such purchase price as the Committee shall determine in its 
sole discretion, and may be issued for no monetary consideration, subject to applicable state 
law. 

5.5 Stock Units. 

(a) A "Stock Unit Award" entitles the recipient to receive, without payment, "Stock 
Units" in the form of phantom shares of stock which are valued at the Committee's discretion 
in whole or in part by reference to, or otherwise based on, the Fair Market Value of the 
Corporation's Common Stock. 

(b) An Employee who receives Stock Units may be given rights to dividend equivalents, 
subject to any conditions imposed by the Committee at the time of grant. The Committee may 
provide that any such dividend equivalents be paid in cash, in shares of stock or in additional 
Stock Units. 

5.6 Performance Criteria. 

The Committee in its discretion may grant Awards contingent on satisfaction of perform
ance criteria established by the Committee consistent with Section 162(m) of the Code. Such 
performance criteria shall be based on level of revenue, operating income, profit after tax, 
earnings per share, cash flow, return on equity or return on assets. The Committee may select 
one criterion or multiple criteria, and the measurement may be based on Corporation or 
business unit performance, or on comparative performance with that of other companies or 
units thereof. 

The Committee in its discretion may also grant Awards contingent on satisfaction of 
Performance criteria other than those specified in the paragraph above. 
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Section 6 — Termination of Employment 

6.1 Death or Disability of Employee. 

Unless otherwise specified in the Award instrument, if an Employee (0 d,®S ^ 
employed by the Corporation or any subsidiary of the Corporate or upon the death o an 
Employee after termination of employment), or (ii) ceases to be employed as 

or any subsidiary by reason of his or her permanent and total disability ( Disat . )> 
determined by the Committee, the following rules shall apply 

(a) Each Option and Stock Appreciation Right held by the Employee immediately 
prior to his or her death shall become fully exercisable and may be exercised on y 
one year after his or her death (whether or not this period ends after expiration 
exercise period specified in the Award instrument, but in the case of an ISO. in " 
later than the expiration of the ISO under its original terms) by the Employee s e 
or administrator, or if not so exercised, by the legatees or distributees of his or her s . 
or by such other person or persons to whom the Employee's rights under such Op 
Stock Appreciation Right shall pass by will or by the applicable laws of descen 
distribution. 

(b) Each Option and Stock Appreciation Right held by the Employee when his or 
her employment ends due to Disability shall become fully exercisable an< s la con 
to be exercisable in accordance with the terms set forth in the Award instrument re a 
to such Award. 

(c) Each share of Restricted Stock and each Stock Unit covered by an Aw ard he 1 y 
the Employee immediately prior to his or her death or Disability will immediate > >ec 

free of all restrictions, conditions and contingencies thereon. 

6.2 Retirement. 

If an Employee ceases to be employed by the Corporation or any subsidiary 
Corporation by reason of his or her retirement at or after age 55, the Employee s iig lts ^ 
respect to Awards held by him or her as of such retirement date shall be as set fort i in^eJ. 
Award instrument relating to each such Award. Retirement, including early retirement, un ^ 
any pension plan of the Corporation or any subsidiary of the Corporation shall not >> 
constitute retirement for purposes of the Plan. 



6.3 Termination of Employment. 
Unless otherwise provided in the Award instrument, if an Employee ceases to be 

employed by the Corporation or any subsidiary of the Corporation for any reason other than 
the reasons specified in Sections 6.1 and 6.2 above, the following rules shall apply: 

(a) Each Option and Stock Appreciation Right held by the Employee that is 
unexercised when his or her employment ends shall expire upon such termination of 
employment. 

(b) Each share of Restricted Stock held by the Employee on which all restrictions, 
conditions and contingencies have not lapsed shall be forfeited or offered for resale to the 
Corporation in accordance with Section 5.4 above, and each Stock Unit as to which all 
restrictions, conditions and contingencies have not lapsed or been performed shall be 
forfeited. 

6.4 Committee Determinations. 
Any question as to whether there has been a retirement, Disability or termination of 

employment shall be determined by the Committee, and its determination of such question 
shall be final. 

Section 7 — General Provisions 

7.1 Term and Amendment. 
Unless earlier terminated by the Board of Directors, the Plan shall terminate on Decem

ber 31, 1998, and no Awards shall be granted under the Plan after such date; piovided, 
however, that Awards payable or requiring exercise which are granted on or before this date 
shall remain payable or exercisable in accordance with their respective terms after t e 
termination of the Plan; and provided, further that the authority of the Committee to take 
actions with respect to any such Awards as contemplated herein shall extend beyon 
termination of the Plan. 

The Board of Directors may at any time terminate the Plan or suspend the grant of Awards 
under the Plan. The Board of Directors may at any time amend the Plan or any outstanding 
Award for any lawful purpose; provided, that no amendment, without the approva o t e 
Corporation's stockholders, shall increase the maximum number of shares of Stock that may be 
issued under the Plan or issued in the aggregate pursuant to the certain Awards hsted in 
Section 3 above (except as permitted by the last paragraph of Section 3 above and Section 7.7 
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below); and provided, further, that no amendment, without the approval of the Corporations 
stockholders (where such approval is necessary to satisfy then-applicable requirements of 
federal securities laws, the Code or rules of any stock exchange on which the Corporation s 
Common Stock is listed), shall extend the period during which Awards may be granted under 
the Plan or amend the eligibility provisions of Section 4 above. 

7.2 Non-Transferability of Awards. 

(a) Except to the extent permitted by Rule 16b-3 and as otherwise provided in the Aw aid 
instrument, no Award (other than Stock or cash transferred to an Employee under the Plan 
without restrictions) may be transferred other than by will or by the laws of descent an 
distribution, and during an Employee's lifetime an Award requiring exercise may be exercised 
only by him or her (or in the event of incapacity, the person or persons properly appointed to 
act on his or her behalf). 

(b) Notwithstanding anything contained herein to the contrary, in the event an Em
ployee terminates his or her employment to assume a position with a governmental, charitab e 
or educational institution, the Committee, in its sole discretion and provided such arrange
ment is in accordance with applicable law, may authorize a third party, including but not 
limited to a "blind" trust, acceptable to the applicable governmental, charitable or educationa 
institution, the Employee and the Committee, to act on behalf and for the benefit of sue 
Employee with respect to any Awards. 

7.3 Documentation of Awards. 

Awards shall be evidenced by written instruments which shall describe the Award and the 
terms and conditions thereof. The granting of an Award may be subject to, and conditione 
upon, the Employee's execution of any Award instrument required by the Committee. Eac 
Award instrument shall contain such provisions as the Committee shall determine in its so e 
discretion. The instruments may be in the form of agreements to be executed by both the 
Employee and the Corporation or certificates, letters or similar instruments, which need not 
be executed by the Employee but acceptance of which will evidence agreement to the terms 
of the Award. 
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7.4 Rights as a Stockholder. 

Except as specifically provided in the Plan, the receipt of an Award will not give an 
Employee rights as a stockholder; the Employee will obtain such rights, subject to any 
limitations imposed by the Plan or the Award instrument, upon actual receipt of Stock. 

7.5 Tax Withholding. 

The Corporation will withhold from any cash payment made pursuant to an Award an 
amount sufficient to satisfy all federal, state and local withholding tax requirements (the 
"withholding tax requirements"). 

In the case of an Award delivered in Stock, the Committee will have the right to require 
that the Employee or other appropriate person remit to the Corporation an amount sufficient 
to satisfy the withholding tax requirements or make other arrangements satisfactory to the 
Committee with regard to such requirements prior to the event giving rise to such withholding 
tax requirement. If and to the extent that withholding is required, the Committee may permit 
the Employee or other appropriate person to elect, at the time and in the manner as the 
Committee provides, to have the Corporation hold back from the Stock to be delivered, or to 
deliver to the Corporation, Stock having a value calculated to satisfy the withholding tax 
requirements. 

7.6 Deferral of Payments. 
The Committee may, in its sole discretion, either in the terms of an Award instrument or 

upon the request of an Employee holding an Award, defer the date on which any payment of 
cash or Stock under such an Award shall be made. The Committee may also establish rules and 
procedures for the crediting of interest on deferred cash payments and dividends or dividend 
equivalents for deferred payments denominated in Stock or Stock Units. Any deferral, whether 
requested by the Employee or specified in the Award instrument or otherwise by the 
Committee, may be subject to forfeiture in accordance with terms established by the 
Committee. 

7.7 Adjustments in the Event of Certain Transactions. 
(a) In the event of a stock dividend, stock split or combination of shares, recapitalization 

or other change in the Corporation's capitalization, or other distribution with respect to 
holders of the Corporation's Common Stock other than normal cash dividends, the Committee 
shall make appropriate adjustments to the maximum number of shares of Stock that may be 
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delivered under the Plan and to the maximum number of shares of Stock that may be issued 
pursuant to certain Awards, all as set forth in Section 3 above. 

(b) In any event referred to in paragraph (a), the Committee shall also make any 
appropriate adjustments to the number and kind of shares of Stock subject to Awards then 
outstanding or subsequently granted, any exercise or purchase prices relating to Awards and 
any other provisions of Awards affected by such change. The Committee may also make 
adjustments to take into account material changes in law or in accounting practices or 
principles, mergers, consolidations, acquisitions, dispositions, repurchases or similar corporate 
transactions, or any other event, if it is determined by the Committee that adjustments are 
appropriate to avoid distortion in the operation of the Plan. 

(c) Any adjustments made pursuant to paragraphs (a) or (b) with respect to ISO s shall 
be made only after the Committee, after consulting with the Corporation s counsel, deter
mines whether such adjustments would constitute a "modification of the ISO s (as that term 
is defined in Section 422 of the Code) or would otherwise cause any adverse tax consequences 
for the holders of the ISO's. If the Committee determines that such adjustments to be made 
with respect to ISO's would constitute a modification of the ISO's, it may refrain from making 
such adjustments. 

7.8 Employment Rights. 
Neither the adoption of the Plan nor the grant of Awards shall confer upon any person 

any right to continued employment with the Corporation or any subsidiary of the Corporation 
or affect in any way the right of the Corporation or any subsidiary of the Corporation to 
terminate an employment relationship at any time. Except as specifically provided by the 
Committee, the Corporation shall not be liable for the loss of existing or potential profit in 
Awards granted under the Plan in the event of termination of an employment relationship 
even if the termination is in violation of an obligation of the Corporation or any subsidiary o 
the Corporation to the Employee. 

7.9 Change in Control. 

(a) In order to maintain Employees' rights in the event of any Change in Control of the 
Corporation, the Board of Directors (as constituted on the date the Award is granted oi 'IS 

constituted immediately prior to the Change in Control) may, in its sole discretion, as to any 
Award, either on the date an Award is granted or any time thereafter, take any one or more o 
the following actions: 
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(1) Provide for the acceleration of any time periods relating to the exercise or 
realization of or lapse of restrictions, conditions and contingencies under any Award so 
that the Award may be exercised or realized in full on or before a date fixed by the Board 
of Directors. 

(2) Provide for the purchase of any Award, upon the Employee s request, for an 
amount of cash equal to the amount that could have been obtained upon the exercise of 
the Award or realization of the Employee's rights thereunder had the Award been 
currently exercisable or payable. 

(3) Make such adjustment to any Award then outstanding as the Board of Directors 
deems appropriate to reflect the Change in Control. 

(4) Cause any Award then outstanding to be assumed, or new rights substituted 
therefor, by the acquiring or surviving corporation after the Change in Control. 

Subject to this Section 7.9, the Committee may, in its discretion, include further 
provisions and limitations relating to the Change in Control in any Award instrument as it may 
deem equitable and in the best interests of the Corporation. 

(b) A "Change in Control" is defined to mean any of the following events: 

(1) The acquisition by any person (including a group, within the meaning of 
Sections 13(d)(3) or 14(d)(2) of the 1934 Act), other than the Corporation or any 
subsidiary of the Corporation, of beneficial ownership (within the meaning of Rule 13d-3 
promulgated under the 1934 Act) of 20% or more of the combined voting power of the 
Corporation's outstanding voting securities, 

(2) The first purchase under a tender offer or exchange offer, other than an offer by 
the Corporation or any subsidiary of the Corporation, pursuant to which shares of the 
Corporation's Common Stock have been purchased. 

(3) During any period of two consecutive years, individuals who at the beginning of 
such period constitute the Board of Directors of the Corporation cease for any reason 
(other than death or disability) to constitute at least a majority thereof, unless the 
election or the nomination for election by stockholders of the Corporation of each new 
Director was approved by a vote of at least two-thirds of the Directors then still in office 
who were Directors at the beginning of the period. 
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i Approval by stockholders of the Corporation of a merger, consolidation, liquida-
dissolution of the Corporation, or the sale of all or substantially all of the assets o 

(4) 
tion or 
the Corporation. 

7.10 Approvals. 
Anything in the Plan to the contrary notwithstanding, the effectiveness of the Planand of 

the grant of all Awards is subject to, and the Plan and the Awards granted under it sha e 
no force and effect unless and until, and no Awards granted shall in any way vest or bec0 

exercisable, unless and until the Plan is approved by the affirmative vote of a mWntJ oi t 

shares of the Corporation's Common Stock present in person or by proxy and entitled t 
at a meeting of stockholders at which the Plan is presented for approval. The date the 
approved by the stockholders of the Corporation shall be the Effective Date ofThe Plan.- The 
Effective Date must occur within one year after approval of the Plan by the Board of Direc . 
Any grant of an Award prior to the approval by the stockholders of the Corporation sha 
void if such approval is not obtained. The Corporation's obligation to sell and deliver shares o 
Stock under the Plan is subject to the approval of any governmental authority require 
connection with the authorization, issuance or sale of the Stock. 

7.11 Successors and Assigns. 
The Plan shall be binding upon all successors and assigns of an Employee receiving an 

Award under the Plan, including, without limitation, the estate of any such Employee anc 
executors, administrators or trustees of such estate, and any receiver, trustee in an ruptcy 
representative of the creditors of any such Employee. 

7.12 1990 Plan. 
Upon approval of the Plan by the Corporation s stockholders, the authority to gr 

additional Awards under the Corporation's 1990 Plan shall expire. Awards grantee pursuan 
the 1990 Plan shall remain outstanding and exercisable and subject to the Awar instrume ^ 
relating thereto, or in accordance with such other terms and conditions as the Committee s 
determine. 

7.13 Governing Law. 
The Plan and all determinations made and related actions taken by the Committee or the 

Board of Directors, to the extent not otherwise governed by the Code or the securities aw 
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the United States, shall be governed by the laws of the Commonwealth of Massachusetts and 
shall be construed accordingly. 

7.14 Definitions. 
As used in the Plan, the following terms shall have the following meanings: 

Section in Which 
Xerm Term is Defined 

"Awards" Section 51 

"Change in Control" Section 7'9(b) 
"Code" Section 2 

"Committee" Section 2 
"Corporation" Section 1 
"Disability" Section 61 

"Employee" Section 4 
"Fair Market Value" Section 5.2(b) 
..jgQ., Section 5.2(a) 
"1990 Plan" 1!" Section 3(b) 
"1934 Act" Section 2 
"Non-Qualified Option" Section 5 2(a) 
"Option" - Section 5.2(a) 

„ Section 1 Plan 
"Restricted Stock" Section 5.4 c 
"Restricted Stock Award" Section 5'4<a) 
"Rule 161,-3" SeCtl°"2, 
«CAt)„ Section 5.3(a) 
bAn , \ 

, „ Section 3(a) 
Stock . 

"Stock Appreciation Right" ection . (a) 
<<p . TT ' „ Section 5.5(a) 
Stock Units „ . ' ( 

"Stock Unit Award" fct,on " a 

"Unrestricted Stoek Award" Sect'°" 5"<e> 
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EXHIBIT B 

DIGITAL EQUIPMENT CORPORATION 
1995 STOCK OPTION PLAN FOR NONEMPLOYEE DIRECTORS 

Section 1 — Purpose 

The purpose of the 1995 Stock Option Plan (or Nonemployee Directors (the "Plan ") is to 
increase the proprietary interest of nonemployde members of the Board of Directors in the 
continued success of Digital Equipment Corporation (the "Corporation") and to provide them 
with an incentive to continue to serve as directors. 

Section 2 — Administration 

The Plan shall be administered by the Compensation and Stock Option Committee of the 
Board of Directors of the Corporation, or any successor committee thereto. The Committee 
shall have responsibility finally and conclusively to interpret the provisions of the Plan and to 
decide all questions of fact arising in its application. No member of the Committee shall be 
liable for any action or determination made in good faith with respect to the Plan. 

Section 3 — Type of Options 

Options granted pursuant to the Plan shall be nonstatutory options which are not 
intended to meet the requirements of Section 422 of the Internal Revenue Code of 1986, as 
amended (the "Code"). 

Section 4 — Eligibility 

Directors of the Corporation who are not employees of the Corporation or any subsidiary 
or affiliate thereof ("Nonemployee Directors") shall be eligible to participate in the Plan. Each 
Nonemployee Director to whom options are granted hereunder shall be a participant 
("Participant") under the Plan. Nonemployee Directors who were serving as directors of the 
Corporation on January 1, 1995 are referred to herein as "Existing Nonemployee Directors. 
Nonemployee Directors who commence service as directors of the Corporation after Janu
ary 1, 1995 are referred to herein as "New Nonemployee Directors. 
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Section 5 — Stock Available under the Plan 

Subject to adjustment as provided in Section 9 below, an aggregate of 50,000 shares of the 
Corporation's Common Stock, plus the number of shares of Common Stock available for 
issuance under the Corporation s 1990 Stock Option Plan for Nonemployee Directors as of the 
date of approval of the Plan by the Corporation's stockholders, shall be available for issuance 
pursuant to the provisions of the Plan. Such shares may be authorized and unissued shares or 
may be shares issued and thereafter acquired by the Corporation. If an option granted under 
the Plan or under the 1990 Plan shall expire or terminate for any reason without having been 
exercised in whole or in part, the unpurchased shares subject to such option shall again be 
available for subsequent option grants under the Plan. 

Section 6 — Automatic Grant of Options 

(a) Each year, on the date of the Corporation's Annual Meeting of Stockholders, each 
Existing Nonemployee Director who continues in office after said Annual Meeting, shall 
receive automatically and without further action by the Board of Directors or the Committee, 
a grant of an option to purchase 1,000 shares of Common Stock of the Corporation in 
accor ance with the provisions of Section 7, and subject to adjustment as provided in 
Section 9. 

(b) Each year, on the date of the Corporation's Annual Meeting of Stockholders, each 
W Nonemployee Director who continues in office after said Annual Meeting, shall receive 

automatically and without further action by the Board of Directors or the Committee, a grant 
ot an option to purchase 2,500 shares of Common Stock of the Corporation in accordance with 
the provisions of Section 7, and subject to adjustment as provided in Section 9. 

Section 7 Terms and Conditions of Options 
7.1 Exercise of Options. 

(a) Each option granted under the Plan shall be exercisable at the rate of 33% on the first 
and second anniversaries of the date such option was granted and 34% on the third anniversary 
o the date such option was granted, subject to the provisions of Section 8 hereof. 

PartiS N°7lt1h'tanding the Provisions of Pfagraph (a) above, an option granted to any 
Participant shall become immediately exercisable in full upon the first to occur of: 

(1) The death of any Participant, in which case the option may be exercised by the 
Participant s executor or administrator, or if not so exercised, by the legatees or distribu-
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tees of his or her estate or by such other person or persons to whom the Participant's 
rights under the option shall pass by will or by the applicable laws of descent and 
distribution; 

(2) Such time as the Participant ceases to be a director of the Corporation by reason 
of his or her permanent disability; or 

(3) Such time as the Participant retires from the Board of Directors so long as he or 
she is at least 70 years of age and has completed at least five years of service as a Director 
at the time of such retirement. 

(c) In the event that the Participant ceases to be a director of the Corporation for any 
reason other than those specified in paragraph (b) above prior to the time a Participant's 
option becomes fully exercisable, the option will terminate with respect to the shares as to 
which the option is not then exercisable and all rights of the Participant to such shares shall 
terminate without further obligation on the pari of the Corporation. 

(d) In the event that the Participant ceases to be a director of the Corporation after his or 
her option has become exercisable in whole or in part, such option shall remain exercisable in 
whole or in part, as the case may be, in accordance with the terms hereof. 

(e) Options granted under the Plan shall expire ten years from the date on which the 
option is granted, unless terminated earlier in accordance with the Plan; provided, however, 
that in the event a Participant ceases to be a director of the Corporation by reason of death, 
including without limitation in the event that a Participant dies after ceasing to be a director of 
the Corporation by reason of disability or retirement, any option granted to such Participant 
hereunder shall expire one year from the date of the Participant s death (whether or not this 
Period ends after expiration of the exercise period). 

7.2 Exercise Price. 

The exercise price of an option shall be 100% of the fair market value per share of 
Common Stock of the Corporation on the date the option is granted. Foi pui poses of the Plan, 
fair market value" of a share of stock on any date shall mean the average of the high and low 

selling prices of the Corporation's Common Stock on the New York Stock Exchange Compos-
he Transactions Index as of the date of grant, or if the date of grant is not a business day, as of 
the last business day for which prices are available prior to the date of grant. 
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7.3 Payment of Exercise Price. 
(a) Subject to the terms and conditions of the Plan and the documentation of the options 

pursuant to Section 7.5 hereof, an option granted hereunder shall, to the extent then 
exercisable, be exercisable in whole or in part by giving written notice to the Corporation 
stating the number of shares with respect to which the option is being exercised, accompanied 
by payment in full for such shares; provided, however, that there shall be no such exercise at 
any one time as to fewer than one hundred (100) shares or all of the remaining shares then 
purchasable by the person or persons exercising the option, if fewer than one hundred (100) 
shares. 

(b) Options granted under the Plan maybe paid for by (i) delivery of cash, bank draft, 
money order or a check to the order of the Corporation in an amount equal to the ®xe^cl^e 

price of such options, (ii) by delivery to the Corporation of shares of Common Stock of the 
Corporation already owned by the Participant having a fair market value equal in amount to 
the exercise price of the option being exercised, provided that such method is consistent wit 
applicable tax laws, (iii) if permitted by applicable law, through the delivery of an assignment 
to the Corporation of a sufficient amount of the proceeds from the sale of Common Stock o 
the Corporation acquired upon exercise to pay for all of the Common Stock so acquired and an 
authorization to the broker or selling agent to pay that to the Corporation, or (iv) by any 
combination of such methods of payment. 

7.4 Rights as a Stockholder. 
Except as specifically provided by the Plan, the grant of an option will not give a 

Participant rights as a stockholder; the Participant will obtain such rights, subject to any 
limitations imposed by the Plan, upon actual receipt of Common Stock of the Corporation. 

7.5 Documentation of Option Grants. 
Option grants shall be evidenced by written instruments prescribed by the Committee 

from time to time. The instruments may be in the form of agreements to be executed by bot 
the Participant and the Corporation or certificates, letters or similar instruments, which nee 
not be executed by the Participant but acceptance of which will evidence agreement to t e 
terms of the grant. 
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7.6 Nontransferability of Options. 
No option granted under the Plan shall be assignable or transferable by the Participant to 

whom it is granted, either voluntarily or by operation of law, except by will or the laws of 
descent and distribution. During the life of the Participant, the option shall be exercisable only 
by such person (or in the event of incapacity, by the person or persons properly appointed 

act on his or her behalf). 

7.7 Approvals. 
The effectiveness of the Plan and of the grant of all options is subject to the approval of 

ui- t-varr rr> cpll and deliver shares of stock under the Plan is subject to 
The Corporation s obligation to connection with the authorization, 

the approval of any governmental authority require 
issuance or sale of the stock. 

Section 8 — Regulatory Compliance and Listing 
r u CO nf Stock subject to exercisable Options 

(,) The issuance or del,very of hafs period as may be required to comply 
hereunder may be postponed by the ommi ( e securities ]aws, any applicable listing 
With any applicable requirements under the Fed ^ requirements under any law or 
requirements of any national securities exc an§® ° shares> The Corporation shall not be 
regulation applicable to the issuance or e lvery issuance or delivery thereof would 
obligated to issue or deliver any sue s ares i regulation of any governmental 
constitute a violation of any provision of any law or ot any g 
authority or any national securities exchange. 

r , • r.1 • 0 modification or be unnecessary to comply 
(b) Should any provision of this an , requir the Securities Exchange Act of 

with the requirements of Section 16 of anc u e provision and/or amend this 
1934, as amended ("1934 Act"), the Committee may waive p 
Plan to add to or modify the provisions hereof according y. 

i i ni cnmnlv in all respects with Rule 16b-3 of 
(c) It is the Corporation's intent that the Plan and any applicable Securities 

the 1934 Act (or any successor or amended provisions 
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and Exchange Commission interpretations thereof. If any provision of this Plan is deemed not 
to be in compliance with Rule 16b-3, the provision shall be null and void. 

Section 9 — Adjustment in Event of Changes in Capitalization 

In the event of a stock dividend, stock split or combination of shares, recapitalization or 
other change in the Corporation's capitalization, or other distribution with respect to holders 
of the Corporation s Common Stock other than normal cash dividends, automatic adjustment 
shall be made in the number and kind of shares as to which outstanding options or portions 
thereof then unexercised shall be exercisable and in the available shares set forth in Section 5 
hereof, to the end that the proportionate interest of the option holder shall be maintained as 
before the occurrence of such event. Such adjustment in outstanding options shall be made 
without change in the total price applicable to the unexercised portion of such options and 
with a corresponding adjustment in the option price per share. Automatic adjustment shall 
also be made in the number and kind of shares subject to options subsequently granted under 
the Plan. 

Section 10 — No Right to Reelection 

Nothing in the Plan shall be deemed to create any obligation on the part of the Board of 
Directors or standing Committee thereof to nominate any Nonemployee Director for reelec
tion by the Corporation's stockholders, nor confer upon any Nonemployee Director the right 
to remain a member of the Board of Directors for any period of time, or at any particular rate 
of compensation. 

Section 11 —Amendment and Termination 

(a) The Board of Directors shall have the right to amend, modify or terminate the Plan at 
any time and from time to time; provided, however, that unless required by law, no such 
amendment or modification shall (a) affect any right or obligation with respect to any grant 
theretofore made; or (b) unless previously approved by the stockholders, increase the number 
of shares of Common Stock available for grants as provided in Section 5 hereof (as adjusted 
pursuant to Section 9 hereof). In addition, no such amendment shall, unless previously 
approved by the stockholders (where such approval is necessary to satisfy then applicable 
requirements of federal securities laws, the Code or rules of any stock exchange on which the 
Corporation s Common Stock is listed), (i) in any manner affect the eligibility requirements 
set forth m Section 4 hereof, (ii) except to the extent provided for in Section 9 hereof, 
increase the number of shares of Common Stock subject to any option, (iii) except to the 
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extent provided for in Section 9 hereof, change the purchase price of the shares of Common 
Stock subject to any option, (iv) extend the period during which options may be granted 
under the Plan, (v) materially increase the benefits to Participants under the Plan, (vi) in any 
manner cause Rule 16b-3 under the 1934 Act (or any successor provision thereof) to become 
inapplicable to this Plan; and provided further that, except to the extent permitted by Rule 
16b-3, the provisions of this Plan specified in Rule 16b-3(c) (2) (ii) (A) (or any successor or 
amended provision thereof) under the 1934 Act (including without limitation, provisions of 
eligibility, amount, price and timing of awards) may not be amended more than once every six 
months, other than to comport with changes in the Code, the Employee Retirement Income 
Security Act of 1974, as amended, or the rules thereunder. 

(b) Unless earlier terminated by the Board of Directors, the Plan shall terminate on 
December 31, 2000; provided, however, that options which are granted on or before this date 
shall remain exercisable in accordance with their respective terms after the termination of the 
Plan. 

Section 12 — 1990 Plan 

Upon approval of the Plan by the Corporation's stockholders, the authority to grant 
options under the 1990 Stock Option Plan for Nonemployee Directors shall expire. Options 
granted pursuant to the 1990 Stock Option Plan for Nonemployee Directors shall remain 
outstanding and exercisable and subject to the option agreement related thereto, or in 
accordance with such other terms and conditions as the Committee shall determine. 

Section 13 — Governing Law 

The Plan shall be governed by and construed in accordance with the laws of the 
Commonwealth of Massachusetts. 
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t a 0 
September 19, 1996 

Dear Fellow Stockholder: 

You are cordially invited to attend our Annual Meeting of Stockholders, which will be 
held this year on Thursday, November 14, 1996, at 11:00 A.M., at the World Trade Center, 
Commonwealth Pier, 164 Northern Avenue, Boston, Massachusetts. 

Robert Everett will be retiring from the Board of Directors on November 14, 1996. We are 
extremely grateful to him for his many contributions to Digital during his ten years of service 
as a Director and we will miss his involvement with the Board. 

The notice of meeting and proxy statement that follow describe the business to be 
conducted at the meeting. We also will give a presentation on the current status of our 

business. 

Whether or not you plan to attend the meeting in person, it is important that youi shares 
be represented and voted. After reading the enclosed Notice of Annual Meeting and Piox\ 
Statement, I urge you to complete, sign, date and return your proxy ballot in the envelope 
provided. If the address on the accompanying material is incorrect, please advise our Investor 
Services Department in writing at 111 Powdermll Road, Maynard, Massachusetts 01754. 

For the Board of Directors, 

R01EK 
Chin 
CI f 

DIGITAL EQUIPMENT CORPORATION, 111 POWDEI K ROAD- MAYNARD, MASSACHUSETTS 01754 

YOUR VOTE IS 
PLEASE SIGN, DATE ANI 

JT B. PALMER 
•man of the Board, President and 
Executive Officer 

1PORTANT. 
tETURN YOUR PROXY 



DIGITAL EQUIPMENT CORPORATION 
NOTICE OF 1996 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholders of Digital Equipment 
Corporation, a Massachusetts corporation, will be held on Thursday, November 14, 1996, at 
11:00 A.M., at the World Trade Center, Commonwealth Pier, 164 Northern Avenue, Boston, 
Massachusetts, for the following purposes: 

1. To elect three members to the Board of Directors to serve for a three-year term as 
Class I Directors. 

2. To approve an amendment to the 1968 Employee Stock Purchase Plan to increase the 
number of shares subject thereto by 5,000,000 shares. 

3. To approve an amendment to the 1981 International Employee Stock Purchase Plan to 
increase the number of shares subject thereto by 2,500,000 shares. 

4. To ratify the selection of the firm of Coopers & Lybrand L.L.P. as auditors for the fiscal 
year ending June 28, 1997. 

5. To transact such other business as may properly come before the meeting. 

Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 
close of business on September 16, 1996, the record date fixed by the Board of Directors for 
such purpose. 

September 19, 1996 

STOCKHOLDERS ARE REQUESTED TO JGN THE ENCLOSED PROXY CARD AND 
RETURN IT PROMPTLY IN THE ENCLOSED OSTAGE PAID ENVELOPE TO DIGITAL 
EQUIPMENT CORPORATION, P.O. BOX 100< NEW YORK, NEW YORK 10269. 

By Order of the Board of Directors, 

GaII S. MANN, Clerk 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of 
Directors of Digital Equipment Corporation (the "Corporation") for use at the 1996 Annual 
Meeting of Stockholders (the "Meeting"). 

An Annual Report to Stockholders, containing financial statements for the fiscal year 
ended June 29, 1996, has been sent to all stockholders entitled to vote. This proxy statement 
and form of proxy were first sent to stockholders on or about the date of the accompanying 
Notice of 1996 Annual Meeting. 

Only common stockholders of record as of the close of business on September 16, 1996 
will be entitled to vote at the Meeting and any adjournments thereof. As of that date, 
154,324,142 shares of Common Stock of the Corporation (excluding treasury shares) were 
issued and outstanding. Each share outstanding as of the record date will be entitled to one 
vote, and stockholders may vote in person or by proxy. Execution of a proxy will not in any 
way affect a stockholder's right to attend the meeting and vote in person. Any stockholder 
giving a proxy has the right to revoke it at any time before it is exercised by written notice to 
the Clerk of the Corporation. In addition, stockholders attending the Meeting may revoke 
their proxies at that time. 

The representation in person or by proxy of at least a majority of the outstanding shares of 
Common Stock entitled to vote at the meeting is necessary to constitute a quorum for the 
transaction of business. Votes withheld from any nominee for election as director, abstentions 
and broker "non-votes" are counted as present or represented for purposes of determining the 
presence or absence of a quorum for the meeting- A non-vote occurs when a nominee 
holding shares for a beneficial owner votes on one proposal, but does not vote on another 
proposal because, in respect of such other proposal the nominee does not have discretionary 
voting power and has not received instructions from the beneficial owner. An automated 
system administered by the Corporation's solicitation agent tabulates the votes. The vote on 
each matter submitted to stockholders is tabulated separately. Abstentions are included in the 
number of shares present or represented and vtt'nS on each matter. Broker non-votes are 
not so included. 



The persons named as attorneys in the proxies are directors and/or officers of the 
Corporation. All properly executed proxies returned in time to be cast at the Meeting, if no 
contrary instruction is indicated, will be voted as stated below under "Election of Directors." 
In addition to the election of Class I Directors, the stockholders will consider and vote upon 
proposals to (i) approve an amendment to the 1968 Employee Stock Purchase Plan to increase 
the number of shares available for issuance thereunder; (ii) approve an amendment to the 
1981 International Employee Stock Purchase Plan to increase the number of shares available 
for issuance thereunder; and (iii) ratify the selection of auditors. Where a choice has been 
specified on the proxy with respect to these matters, the shares represented by the proxy will 
be voted in accordance with the specification and will be voted FOR if no specification is 
indicated. Directors are elected by a plurality of votes cast and the affirmative vote of a 
majority of the shares present or represented at the Meeting and voting on such other matters j 
is required for approval of those matters. 

The Corporation knows of no other matter to be presented at the Meeting. If any other 
matter should be presented at the Meeting upon which a vote properly may be taken, shares 
represented by all proxies received by the Corporation will be voted with respect thereto in 
accordance with the judgment of the persons named as attorneys in the proxies. 

ELECTION OF DIRECTORS 

The Board of Directors of the Corporation is divided into three classes. Each class serves 
three years, with the terms of office of the respective classes expiring in successive years. The 
directors in Class II will be nominees for election to three-year terms at the 1997 Annual 
Meeting of Stockholders and the directors in Class III will be nominees for election to three-
year terms at the 1998 Annual Meeting of Stockholders. 

The present term of office for the directors in Class I ("Class I Directors") expires at the 
Meeting. Kathleen F. Feldstein and Robert B- Palmer were each elected at the Annual Meeting 
of Stockholders held November 4, 1993, and are nominees for re-election to a three-year term 
as Class I Directors. Frank P. Doyle was elected to the Board on August 24, 1995 and is a 
nominee for election for the first time to a three-year term as a Class I Director. If re-elected 
or elected, as the case may be, the Class I Director nominees will hold office until the Annual 
Meeting of Stockholders to be held in 1999 and until their successors have been duly elected 
and have qualified. Shares represented by all proxies received by the Board of Directors and 
not so marked as to withhold authoritv to v°te for any individual nominee will be voted 
(unless one or more nominees is unable or unw'lling to serve) for the election of all nominees 
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for Class I Directors. The Board of Directors knows of no reason why any such nominee should 
be unable or unwilling to serve, but if such should be the case, proxies will be voted for the 
election of some other person or the Board of Directors will fix the number of directors at a 
lesser number. 

Set forth below is information with respect to each nominee for a Class I Director to be 
elected at the Meeting and for each Class II Director and Class III Director whose term of 
office continues after the Meeting. With the exception of Frank P. Doyle, all of the directors 
were previously elected by the stockholders. . 

Nominees to Serve as Directors for a Three-Year Term Expiring at the 1999 Annual Meeting 
(Class I Directors) 

FRANK P. DOYLE 

Mr. Doyle, age 65, retired in December 1995 as an Executive Vice President of 
General Electric Company ("GE"). Mr. Doyle had been an Executive Vice President 
of GE and a member of its corporate executive office since July 1992 and was a Senior 
Vice President from 1981 to July 1992. He is a director of the Paine Webber Group 
Inc., Boadway Express, Inc., and Educational Testing Service. Mr. Doyle was elected 
a director of the Corporation in August 1995 and is a member of the Audit Committee 
and the Strategic Direction Committee. 

KATHLEEN F. FELDSTEIN 

Dr. Feldstein, age 55, has been President of Economics Studies, Inc., an economics 
consulting firm, since 1987. Dr. Feldstein is presently a director of Bank America 
Corporation, Conrail Corporation and The John Hancock Mutual Life Insurance 
Company. Dr. Feldstein has been a director of the Corporation since 1993 and is a 
member of the Audit Committee. 

ROBERT B. PALMER 

Mr Palmer, age 56, has been Presidenfand Chief Executive Officer of the Corpora
tion since October 1992, and ChairuJn of the Board since May 1995. Mr. Palmer 
joined the Corporation in 1985 and as Vice President, Semiconductor and 
Interconnect Technology until 1990, ajd as Vice President, Manufacturing, Logistics 
and Component Engineering from 199|to 1992. From 1983 to 1985, he was Executive 



Vice President of Semiconductor Operations at Mostek Corporation ("Mostek"), a 
subsidiary of United Technologies Corporation. Mr. Palmer was a co-founder of 
Mostek, where he held a series of senior management positions prior to its acquisition 
in 1980 by United Technologies Corporation. Mr. Palmer is a director of AlliedSignal 
Inc. Mr. Palmer has been a director of the Corporation since 1992 and is Chairman of 
the Strategic Direction Committee. 

Directors Serving a Term Expiring at the 1997 Annual Meeting (Class II Directors) 

VERNON R. ALDEN 

Mr. Alden, age 73, was Chairman of the Board and Executive Committee of The 
Boston Company, Inc., a financial services company, from 1969 to 1978. He was 
President of Ohio University from 1962 to 1969. Mr. Alden is a director of Augat, Inc., 
Colgate-Palmolive Company, Intermet Corporation and Sonesta International Hotels 
Corporation. He is also a trustee of several cultural and educational organizations. He 
has been a director of the Corporation since 1959 and is a member of the Audit 
Committee and Nominating Committee. 

THOMAS L. PHILLIPS 

Mr. Phillips, age 72, retired as Chairman of the Board and Chief Executive Officer of 
Raytheon Company ("Raytheon") in March 1991, having served as Chief Executive 
Officer since 1968, and as Chairman of the Board since 1975. He has been a director of 
Raytheon since 1962. Mr. Phillips is also a director of SRA International, Inc., State 
Street Research and Management Co. and Knight-Ridder, Inc. Mr. Phillips has been a 
director of the Corporation since 1991. He is Chairman of the Compensation and 
Management Development Committee and is a member of the Nominating 
Committee. 

DELBERT C. STALEY 

Mr. Staley, age 72, was Chairman, Chief Executive Officer and a director of NYNEX 
Corporation ("NYNEX") from 1983 until his retirement in September 1989. He 
continued serving as a director of NYNEX and served as Chairman of NYNEX 
International Management Committee until October 1991. Mr. Staley is a director of 
Polaroid Corporation and SRA International, Inc., and is Chairman of Alcatel Net
work Systems Inc. Mr. Staley has been a director of the Corporation since 1993 and is 

4 



a member of the Compensation and Management Development Committee and 
Strategic Direction Committee. 

Directors for a Three-Year Term Expiring at the 1998 Annual Meeting (Class III Directors) 

COLBY H. CHANDLER 

Mr. Chandler, age 71, retired as Chairman of the Board and Chief Executive Officer of 
Eastman Kodak Company ("Kodak")) in May 1990. Prior to that time he had been 
Chief Executive Officer, Chairman of the Board and Chairman of the Executive 
Committee of Kodak since July 1983. He assumed the presidency of Kodak in January 
1977. Mr. Chandler was a director of Kodak from 1974 to 1993. He is also a director of 
J. C. Penney Company, Inc. Mr. Chandler has been a director of the Corporation 
since 1989. He is Chairman of the Audit Committee and a member of the Nominating 
Committee. 

ARNAUD DE VITRY 

Mr. de Vitry, age 70, is an engineering consultant. From 1980 to 1990, Mr. de Vitry was 
Chairman of the Board and Chief Executive Officer of Eureka SICAV, France, an 
investment company. He is a director of Ionics, Incorporated. Mr. de Vitry has been a 
director of the Corporation since 1957 and is Chairman of the Nominating 
Committee. 

THOMAS P. GERRITY 

Dr. Gerrity, age 55, has served as Dean of the Wharton School of the University of 
Pennsylvania since July 1990. From 1969 to 1989, Dr. Gerrity was chief executive 
officer of Index Group, Inc. ("Index"), an information technology consulting com
pany he founded. In 1988, Index became part of Computer Sciences Corporation 
("CSC") and Dr. Gerrity was subsequently appointed president of CSC's commercial 
professional services group, CSC Consulting- Dr- Gerrity is presently a. director of the 
Federal National Mortgage Association, Melville Corporation, Reliance Group Hold
ings, Inc. and Sun Company, Inc. Heil>as been a director of the Corporation since 
1992, and is a member of the Compensation and Management Development Commit
tee and Strategic Direction Committed 



Security Ownership of Directors and Executive Officers 

Shown below is certain information as of August 14, 1996, with respect to beneficial 
ownership of shares of the Corporation's Common Stock and of Depositary Shares, each 
representing one-fourth of a share of the Corporation's Series A 8 7/8% Cumulative Preferred 
Stock (the "Depositary Shares"), by each director (including the three nominees for Class I 
Directors), by each executive officer named in the Summary Compensation Table set forth on 
page 12 and by all directors and executive officers as a group. Unless otherwise indicated, the 
named person or members of the group possess sole voting and investment power with respect 
to the shares. 

Beneficial Owner Shares Beneficially Owned 

Vernon R. Alden 48,126(1) (2) 
4,000(3) 

Colby H. Chandler 10,000(1) 
5,137(4) 

Arnaud de Vitry % 113,260(1) (5) 
Frank P. Doyle £ 1,000(6) 
Robert R. Everett SL 6,300(1) 

1,502(4) 
Kathleen F. Feldstein /V; 4,000(7) 
Thomas P. Gerrity 16,000(8) 
Robert B. Palmer 577,719(9) 
Thomas L. Phillips 10,000 (1) 
Delbert C. Staley 5,000(7) 
Charles F. Christ 111,617(10) 
Enrico Pesatori 102,429(11) 
John J. Rando 89,472(12) 
William D. Strecker ' iuA 94,935(13) 
All directors and executive officers as a grouP (18 persons) .. 1,495,793(14) 

(1) Includes 5,000 shares of Common S'oc which the director has the right to acquire 

by exercise of a stock option granted pursuant'0 the Corporation s 1990 Stock Option Plan for 
Nonemployee Directors ("1990 Nonemployee ^rectors ^an )• 

(2) Includes 22,357 shares of Common Stock held by Mr. Alden's wife, as to 
shares Mr. Alden disclaims beneficial ownerstnP-

,'hich 
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(3) Represents 4,000 Depositary Shares. These Depositary Shares represent less than 1% 
of the Corporation's issued and outstanding Depositary Shares and Preferred Stock. 

(4) Represents Common Stock units under the directors' deferred compensation plan 
described on pages 10 and 11. Under the plan, nonemployee directors may elect to defer 
receipt of all or a portion of their compensation in the form of Common Stock units. Common 
Stock units carry no voting rights. 

(5) Includes 104,660 shares of Common Stock held by Mr. de Vitry's wife, as to which 
shares Mr. de Vitry disclaims beneficial ownership. 

(6) Represents 1,000 shares of Common Stock which Mr. Doyle has the right to acquire 
by exercise of a stock option granted pursuant to the Corporation's 1990 Nonemployee 
Directors Plan. 

(7) Includes 3,000 shares of Common Stock which the director has the right to acquire 
by exercise of a stock option granted pursuant to the Corporation's 1990 Nonemployee 
Directors Plan. 

(8) Includes 4,000 shares of Common Stock which Dr. Gerrity has the right to acquire by 
exercise of a stock option granted pursuant to the Corporation's 1990 Nonemployee Directors 
Plan. 

(9) Includes 554,700 shares of Common Stock which Mr. Palmer has the right to acquire 
by exercise of stock options, 127,800 of which are subject to restrictions on disposition which 
lapse over time. Also includes 8,687 shares awarded as restricted stock under the Corporation's 
1990 Equity Plan that remain subject to restrictions on disposition which lapse over time. Does 
not include 8,000 shares awarded as restricted stock under the Corporation's 1995 Equity Plan 
on August 21, 1996. 

(10) Includes 107,350 shares of Common Stock which Mr. Christ has the right to acquire 
by exercise of stock options, 13,000 of which are subject to restrictions on disposition which 
lapse over time. Also includes 1,687 shares of Common Stock awarded as restricted stock under 
the Corporation's 1990 Equity Plan that remain subject to restrictions on disposition which 
lapse over time. 

(11) Includes 99,000 shares of Common Stock which Mr. Pesatori has the right to acquire 
by exercise of stock options. Mr. Pesatori esigned as an officer and employee of the 
Corporation in July 1996. See "Employment arrangements 



(12) Includes 83,565 shares of Common Stock which Mr. Rando has the right to acquire 
by exercise of stock options, 8,650 of which are subject to restrictions on disposition which 

tUpf *° includes l<687 shares awarded as restricted stock under the Corporation's 
Equ,ty Plan tllat remain subject to restrictions on disposition which lapse over time. 

(13) Includes 84,800 shares of Common Stock which Mr. Strecker has the right to acquire 
by exercise of stock options, 13,200 of which are subject to restrictions on disposition which 
apseover tune Also includes 1,866 shares of Common Stock held by Mr. Strecker's wife, 125 

o which are subject to restrictions on disposition which lapse over time, and 1,734 shares of 
mm on Stock which Mr. Strecker's wife has the right to acquire by exercise of stock options, 

s to all of which shares Mr. Strecker disclaims beneficial ownership. In addition, includes 
PI , Vi ;reS aWarde,d t0 Mr' Strecker ^ restricted stock under the Corporation's 1990 Equity 

Ian that remain subject to restrictions on disposition which lapse over time. 

tion Tahl gr°UP,io COI"P',ised of the executive officers named in the Summary Compensa-
Cornor t n °" ?T Were directors and executive officers of the 
directors a (1°" T m 1996' l^'55 shares of Comm™ Stock which the 
tdfns aralrTVl°^CerS H? ** right to squire by exercise of stock 
tions on 1' ' U'K {'l V wrPoration s stock plans. 186,290 of which are subject to restric-
members of off! A °Verdme-In addition, includes 130,631 shares held by family 
ni l 1 rr iTeCt0rS; "5 t0 WhiC i!res the aPP'icable officer or director disclaims 

Corporation A 1 cwo 'F ^SOpJIlclud« 22 083 shares awarded as restricted stock under the 
disoosSon th H y and 1995 Eqno^Plan that remain object to restrictions on 

^ ELXC'UdeS 4°u° ^P°Sitary Shares held by such directors and 
would represent less Ctha °iV f hekl V ,difectors and executive officers as a group 
assuming exercise of the stock options ^ ^ ' 'SSUed ^ °UtStanding Comm°n St°ck' 

Section 16(a) Beneficial Ownership Reporting Compliance 

pursSo LotToT̂  W fhrmS and ^rhePre—S received by the Corporation 
pursuant to Section 16(a) of the Securities Exchange Act of 1934 the Cornoration believes 

c o l r f e d Z ' " I )  V " 5  ' " a  2 " '  ' h e  d i r e « < > «  a n d  E x e c u t i v e  o f f i c e r s  
Stacker aViee Prertrkw 1?",16 <*<*<* «k« a report for Willian, D 
stock to htartfe ' ™ "W four nr.-hr late with respec, a„ ^ „f rMei 

8 



Security Ownership of Certain Beneficial Owners 

The following table sets forth information as of the recent most practicable date as to the 
group, who to the knowledge of management, beneficially owned more than 5% of the shares 
of Common Stock of the Corporation. 

82 Devonshire Street 
Boston, Massachusetts 02109 

(1) FMR Corp. disclaims beneficial ownership of 12,200 of such shares held by Fidelity 
International Limited ("FIL"). Prior to June 30,1980, FIL was a majority-owned subsidiary of 
FMR Corp. On that date, the shares of FIL held by Fidelity were distributed as a dividend to 
the shareholders of FMR Corp. FIL currently operates as an entity independent of FMR Corp. 

(2) Information obtained from Amendment No. 3 to Schedule 13G filed by FMR Corp. 
with the Securities and Exchange Commission on or about July 10, 1996. 

Committees of the Board 

The Board of Directors has an Audit Committee, a Compensation and Management 
Development Committee (formerly, the Compensation and Stock Option Committee), a 
Nominating Committee and a Strategic Direction Committee. The Audit Committee selects 
the independent auditors to be employed by the Corporation, subject to ratification by the 
Corporation's stockholders, reviews generally the internal and external audit plans and the 
results thereof, and reviews generally the Corporation's internal controls with the internal and 
external auditors. The members of the Audit Committee are Mr. Chandler, Chairman, and 
Messrs. Alden and Doyle and Dr. Feldstein. 

The Compensation and Management DeveloPment Committee reviews and recommends 
to the Board the compensation of directors, reUws the compensation of senior management 
and reviews and recommends to the Board thea^option of any compensation plans in which 
directors and officers are eligible to participate.ifhe Committee also administers and interprets 
the Corporation's stock plans and, subject to th pr°visi°ns of the plans, selects the employees 
who are to participate in such plans and detrmines the terms of their participation. The 

Name and Address of Beneficial Owner 

Amount and 
Nature of 
Beneficial 

Ownership 
Percent 
of Class 

FMR Corp, 10,820,185(1) (2) 7.04%(2) 



members of the Compensation and Management Development Committee are Mr. Phillips, 
Chairman, and Mr. Everett, Dr. Gerrity and Mr. Staley. 

The Nominating Committee is responsible for nominations to the Board of Directors. The 
members of the Nominating Committee are Mr. de Vitry, Chairman, and Messrs. Alden, 
Chandler, and Phillips. The Nominating Committee will consider highly qualified candidates 
proposed in writing by stockholders. Stockholders who wish to propose a nomination should 
submit the person's name and background information to the Clerk of the Corporation. 

The Strategic Direction Committee reviews and makes recommendations to the Board on 
alternative strategic initiatives for the Corporation, taking into account competitive and 
industry factors, technical developments, corporate goals and the corporate resources neces
sary to implement alternative initiatives. The members of the Strategic Direction Committee 
are Mr. Palmer, Chairman, and Messrs. Doyle and Everett. Dr. Gerrity and Mr. Staley. 

The Board of Directors held ten meetings during the fiscal year ended June 29, 1996, the 
Audit Committee met five times, the Compensation and Management Development Commit
tee met six times, the Nominating Committee met two times and the Strategic Direction 
Committee met two times. All directors attended more than 75% of the total number of 
meetings of the Board and the committees on which they serve. 

Compensation of Directors 

Each director who is not also an empl°yee °f ike Corporation received a retainer ol 
$25,000 for his or her services during the fiscal year ended June 29, 1996, plus $1,000 for each 
Board meeting and each committee meeting attended. Directors are also reimbursed for out-
of-pocket expenses incurred in attending Board and committee meetings. 

Directors may defer all or any part of their retainer or meeting fees pursuant to a deferred 
compensation plan. Pursuant to the plan. nonempl°yee directors of the Corporation may elect 
to defer receipt of all or a specified portion oftheir compensation in the form of cash, with an 
interest rate related to the ten-year U.S. Governmenl Rate, or in the form of units, the value of 
each unit initially being equal to the average ^a'r market value of one share of the Common 
Stock of the Corporation on the ten trading preceding the date the compensation being 
deferred would otherwise be payable. The Plan provides that compensation deferred under 
the plan, whether in the form of cash or units-'be paid out in cash after a deferral period of 
at least three years. Directors mav elect that compensation so deferred be paid out in a lump 

10 



sum or in up to fifteen annual installments. Payment of compensation deferred under the plan 
commences in January of the year following the last year of the deferral period. 

Pursuant to a retirement plan for nonemployee directors adopted in May 1987 each 
nonemployee director of the Corporation on the date of adoption of the plan, and every other 
nonemployee director who is 70 years of age or older, who has completed at least five years of 
service on the Board and who commenced service as a director prior to January 1, 1995 is 
entitled upon termination of service to an annualized benefit for life which is equal to the 
annual retainer for nonemployee directors in effect on the date of termination of service The 
plan also provides for coordinated disability, benefits for all participating nonemployee 
directors equal to the annual retainer in effect on the date of total disability. 

Each nonemployee director of the Corporation also participates in the 1995 Stock Option 
Plan for Nonemployee Directors (the "1995 Nonemployee Directors Plan"). The 1995 
Nonemployee Directors Plan provides that annually, on the date of the Annual Meeting of 
Stockholders, (i) each director who commenced service as a director of the Corporation prior 
to January 1, 1995 and whose service as a director will continue after such Annual Meeting 
receives an option to purchase 1,000 shares of the Corporation's Common Stock at a price 
equal to 100% of the fair market value of the Corporation's Common Stock on the date of grant 
and (ii) any director who commenced service as a director of the Corporation after January 1, 
1995 and whose service as a director will continue after such Annual Meeting receives an 
option to purchase 2,500 shares of the Corporation's Common Stock at a price equal to 100% of 
the fair market value of the Corporation's Common Stock on the date of grant. The options 
become exercisable at the rate of 33% on the first and second anniversaries of the date of grant 
and 34% on the third anniversary of the date of grant. The options expire ten years from the 
date of grant, unless terminated earlier in accordance with the terms of the Plan. 
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EXECUTIVE COMPENSATION 

Summary Compensation Table 

The Summary Compensation Table shows compensation for the Chief Executive Officer 
and the four other most highly compensated executive officers for the fiscal year ended June 
29, 1996. Enrico Pesatori resigned as an executive officer and employee of the Corporation in 
July 1996. 

Annual Compensation 

William D. Strecker 
Vice President 

1996 
1995 
1994 

Bonus 
( $ ) ( D  

0 

Name and Salary 
Principal Position Year ($) 

Robert B. Palmer 1996 $900,016 $ 0 
Chairman of the 1995 900,016 375,000 
Board, President, 1994 900,016 
Chief Executive 

Officer 
Charles F. Christ 1996 

Vice President 1995 
1994 

Enrico Pesatori 1996 
Vice President 1995 

1994 

John J. Rando 1996 400,960 
Vice President 1995 348,089 

1994 259,052 

425,006 0 
425,006 175,000 
315,016 0 
650,000 0 
650,000 220,000 
569,242 0 

0 
175,000 

0 

450,008 
450,008 
427,891 

0 
110,000 

0 

Other 
Annual 

Compensation 
(») (2) 

$ 0 
0 
0 

0 
0 
0 

31,919 
31,919 

116,899 
0 
0 
0 
0 
0 
0 

Long-Term 
Compensation Awards 
Restricted 

Stock Stock 
Awards Options 

($) (*) 

All 
Other 

Compensation 
(S)(4) 

$302,000(7) 
399,609(3) 

0 

338,859(3) 
0 
0 

191,813(3) 
195,620(8) 

0 
143,859(3) 

0 

95,906(3) 
0 

185,000(6) 
300,000 
120,000 

65,000(6) 
135,000(5) 
60,000 

0 
150,000(5) 

75,000 

65,000(6) 
125,000(5) 
50,000 

65,000(6) 
60,000(5) 
50,000 

$24,923 
0 
0 

9,750 
0 
0 

0 
0 
0 

10,907 
0 
0 

10,617 
0 
0 

(1) Represents a cash bonus earned by such individual in fiscal year 1995 and paid during 
the first quarter of fiscal year 1996. 

(2) Represents customary one-time relation and allowance payments to executives 
joining the Corporation. Mr. Pesatori's comPensation for each of the fiscal years ended June 
29, 1996, July 1, 1995 and July 2, 1994 ind»des 20% of the original principal amount of a 
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$150,000 loan from the Corporation, and for each fiscal year, accrued interest, which amounts 
were forgiven. 

(3) Represents the dollar value on August)14, 1995, the award date, of an award to such 
individual of restricted Common Stock. On such date, the fair market value of the Common 
Stock was $42,625. Each of Messrs. Palmer, Christ, Pesatori, Rando and Strecker were granted 
9,375, 3,375, 4,500, 3,375 and 2,250 shares of restricted Common Stock, respectively. Restric
tions with respect to 50% of these shares lapsed on February 14, 1996 and the remaining 
restrictions will lapse on February 14, 1997 except with respect to 2,250 of the shares of 
restricted stock awarded to Mr. Pesatori, all of which were canceled upon his resignation as an 
officer and employee of the Corporation in July 1996. In the case of Mr. Christ, also represents 
the dollar value on October 7, 1994, the award date, of an award of 7,500 shares of restricted 
Common Stock. On such date, the fair market value of the Common Stock was $26.00. 
Restrictions with respect to 50% of these shares lapsed on April 7, 1995 and the remaining 
restrictions lapsed on October 7, 1995. If the Corporation were to begin to pay dividends on its 
Common Stock, holders of restricted Common Stock would receive cash dividends on the 
shares of restricted Common Stock held by them. The amount ultimately realized by any 
named executive officer in respect of restricted Common Stock depends upon the value of the 
Corporation's Common Stock when the executive officer sells the shares, which can only occur 
after the restrictions lapse. At the end of fiscal year 1996, each of Messrs. Palmer, Christ, 
Pesatori, Rando and Strecker held 8,687, 1,687, 6,250, 1,687 and 5,125 shares of restricted stock, 
respectively. The value of the restricted shafs held by each of Messrs. Palmer, Christ, 
Pesatori, Rando and Strecker at June 28, 1996, the last business day of the fiscal year, was, as of 
such date, $396,887, $77,075, $285,547, $77,075 and $234,148, respectively. 

(4) Represents matching contributions by the Corporation under its Savings and Invest
ment Plan ("SAVE Plan") for each executive officer as follows: Mr. Palmer, $2,423, Mr. Christ, 
$2,247, Mr. Rando, $2,397, and Mr. Strecker, $2,417, and under its SAVE Restoration Plan for 
each executive officer as follows: Mr. Palmer, $22,500, Mr. Christ, $7,503, Mr. Rando, $8,510, 
and Mr. Strecker, $8,200. Mr. Pesatori did not participate in the SAVE Plan. 

(5) Includes a stock option to purchase fhares of the Corporation's Common Stock 
granted to the named executive officer in August 1995. 

(6) Reflects a stock option to purchase fiares of the Corporation's Common Stock 
granted on August 21, 1996, shortly after the enl^fiscal year 1996>to each °f Messrs. Palmer, 
Christ, Rando and Strecker. 



(7) Represents the dollar value on August 21, 1996, the award date, of an award to Mr. 
Palmer of 8,000 shares of restricted Common Stock. On such date, the fair market value of the 
Common Stock was $37.75. Restrictions with respect to 50% of these shares will lapse on 
February 21, 1997 and the remaining restrictions will lapse on February 21, 1998. If the 
Corporation were to begin to pay dividends on its Common Stock, holders of restricted 
Common Stock would receive cash dividends on the shares of restricted Common Stock held 
by them. The amount ultimately realized by Mr. Palmer in respect of restricted Common Stock 
depends upon the value of the Corporation's Common Stock when Mr. Palmer sells the shares, 
which can only occur after the restrictions lapse. 

(8) The amount shown for Mr. Pesatori for fiscal year 1994 represents the dollar value on 
the date of grant of 10,000 shares of restricted Common Stock awarded to Mr. Pesatori during 
fiscal year 1994. The restrictions with respect to 50% of these shares lapsed on December 16, 
1994 and the remaining restrictions lapsed on December 16, 1995. Mr. Pesatori did not hold 
any of these shares at the end of fiscal year 1996. 
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Option/SAR Grants in Last Fiscal Year 

The following table shows information regarding grants of stock options during the fiscal 
year ended June 29, 1996 to the named executive officers. The table also includes grants of 
stock options to the named executive officers on August 21, 1996, and in May 1995 with respect 
to Mr. Palmer. Mr. Pesatori resigned as an executive officer of the Corporation in July 1996, 
and therefore, did not receive any stock options on August 21, 1996. The Corporation did not 
grant any stock appreciation rights during fiscal,year 1996 nor during the period from the end 
of such fiscal year through August 21, 1996. 

Individual Grants Grant Date Value 

Name 

% of Total 
Options/SARs 

Options/SARs Granted to 
Granted Employees (1) 

Exercise 
or Base 
Price 
($/Sh) 

Expiration 
Date 

Grant Date 
Present 

Value($) (2) 

Robert B. Palmer 185,000(3) 2.8% $37.75 8/21/06 $2,421,296 
300,000(4) 4.6 48.187 8/20/05 5,032,882 

Charles F. Christ 65,000(3) 1.0 37.75 8/21/06 850,726 
125,000(5) 1.9 42.625 8/14/05 1,854,983 

Enrico Pesatori (6) 0 - 37.75 
150,000(5) 2.3 42.625 8/14/05 2,225,980 

John D. Rando 65,000(3) 1.0 37.75 8/21/06 850,726 
125,000(5) 1.9 42.625 8/14/05 1,854,983 

William D. Strecker 65,000(3) 1.0 37.75 8/21/06 850,726 
60,000(5) 0.9 42.625 8/14/05 890,392 

(1) Reflects percentage of total options granted to all employees from May 20, 1995 
through August 21, 1996. 

(2) The Grant Date Present Values shown were determined using a Black-Scholes pricing 
model with the following assumptions and adjustments: stock price volatility of 35%, an 
interest rate of 6.3% representing the interest rate on a U.S. Treasury security on the dates of 
grant with a maturity date corresponding to that of fhe option term; and an assumed 3.6-year 
option term. The Corporation's use of this model should not be construed as an endorsement 
of its accuracy. Whether the model's assumptions will prove to be accurate cannot be known 
at the date of grant. The ultimate value of the options, if any, will depend on the future value 
°f the Corporation's common stock, which can i>t be forecast with reasonable accuracy, and 
0n the holder's investment decisions. 
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(3) Includes incentive and non-qualified stock options granted to Mr. Palmer and non
qualified stock options granted to each of Messrs. Christ, Rando and Strecker on August 21, 
1996, shortly after the end of fiscal year, under the Corporation's 1995 Equity Plan, at exercise 
prices equal to the fair market value of the Corporation's Common Stock on the date of grant. 
The options have a term of ten years and become exercisable ratably over three years from the 
date of grant. 

(4) Represents a non-qualified stock option granted to Mr. Palmer in May 1995 under the 
Corporation's 1990 Equity Plan at an exercise price equal to the fair market value of the 
Corporation's Common Stock on the date of grant. The option has a term of ten years and 90 
days and becomes exercisable ratably over three years from the date of grant. 

(5) Includes incentive and non-qualified stock options granted to each of Messrs. Christ, 
Pesatori, Rando and Strecker on August 14, 1995 under the Corporation's 1990 Equity Plan at 
exercise prices equal to the fair market value of the Corporation's Common Stock on the date 
of grant. The options each have a term of ten years and become exercisable ratably over three 
years from the date of grant. 

(6) Mr. Pesatori resigned as an officer and employee of the Corporation in July 1996. 
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Aggregated Option/SAR Exercises in Last Fiscal Year and FY-End Option/SAR Values 

The following table summarizes for each of the named executive officers the number of 
stock options exercised during the fiscal year ended June 29, 1996, the aggregate dollar value 

2? 1996 NP°n Tr' J d°Har Vame °f in'the-money> unexercised options held at June 
29, 1996. None of the named executive officers hold any SARs. Value realized upon exercise is 
he difference between the fair market value of the underlying stock on the exercise date and 

end^riTS-ff"06 i °Pt,°\The Value °f unexercised> in-the-money options at fiscal year-
end is the difference between the exercise price and the fair market value of the underlying 
stock on June 28, 1996 the last business day of the fiscal year. The closing price of the 
Corporation s Common Stock on the New York Stock Exchange on such date was $45.6875. 

Value of Unexercised 
In-the-Money Options/ 

SARs at FY-End (81 
Shares 

Acquired Value 

Number of Securities Underlying 
Unexercised Options/SARs 

at FY-End(#) (I) 

Name 
on Exercise (#) 

(2) Realized 
(»)  

Restricted/ 
Unexercisable (1) 

422,850 Robert B. Palmer . . . 1,800 $ 63,675 413,650 

Restricted/ 
Unexercisable (1) 

422,850 
Charles F. Christ 20,800 632,222 c 53,100 195,100 
Enrico Pesatori (3) .. 18,000 612,037 17,500 187,500 
John J. Rando 17,060 881,428 13,285 151,030 
William D. Strecker 20,820 686,233 3 fl,150 121,850 

Exercisable 

$2,460,851 

699,997 

887,078 

480,586 

506,378 

Restricted/ 
Unexercisable 

$1,327,061 

1,618,667 

1,253,825 

859,956 

678,089 

(1) A portion of these options represent immediately exercisable restricted stock options 
with restrictions on disposition of the underlying shares lapsing ratably over periods of three 
o ten years from date of grant. The number ofunderlying shares subject to such options on 

June 29, 1996 for the named executive officers was as follows: Mr. Palmer, 127,800; Mr Christ 
13,000; Mr Rando, 8,650 and Mr. Strecker, 13,200. 40,000, 30,000 and 30,000 of the remaining 
options held by Messrs. Palmer, Christ and Strecker, respectively, were granted during fiscal 
year 1992, expire in March 1997, and become exercisable at the rate of 20% per year but mav 
not be exercised unless and until the Corporation's stock price averages at least $100 over 90 
consecutive trading days. The remaining options held by Messrs. Palmer, Christ Pesatori 
«ando and Strecker were granted during fiscal years 1994, 1995 and 1996 and become 
xercisable ratably over three years. Does not include options granted to such executive 

Last^iscal Year ^ ̂  ^ "Summary Compensation Table" and "Option/SAR Grants in 
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(2) In the case of Mr. Strecker, includes 1,320 shares acquired by Mr. Strecker's wife on 
exercise of stock options held by her. 

(3) Mr. Pesatori resigned as an officer and employee of the Corporation in July 1996. 

Pension Plans 

The Corporation and its subsidiaries have pension plans covering substantially all of their 
employees. Effective March 1, 1996. the Corporation's defined benefit pension plan (the "Prior 
Pension Plan") for its U.S. employees was amended and renamed the Cash Account Pension 
Plan (the "New Pension Plan"). 

Under the Prior Pension Plan, benefits were based upon the employee's earnings during 
service with the Corporation and were payable after retirement in the form of annuities or a 
lump sum benefit and the annual amount payable upon retirement at age 65 was, in general, 
1.5% of the aggregate amount of the participant's eligible compensation earned on and after 
July 1, 1989. Those persons who were active participants under the Prior Pension Plan on July 
1, 1989, or who later become active participants and were credited with prior service, were 
also eligible to receive 1.5% of the average of the participant's annual compensation between 
July 1, 1984 and July 1, 1989, multiplied by the number of years of accredited service prior to 
July 1, 1989. 

Under the New Pension Plan, benefits for U.S. employees are based upon the employees 
eligible earnings during service with the Corporation, and are credited quarterly by the 
Corporation at the rate of 4% of the employee s total eligible pay for that quarter, plus interest. 
The accumulated, vested account balance is payable in one lump sum or in monthly payments, 
as elected by the participant, upon the employee's retirement or termination of employment 
with the Corporation. The opening account balance under the New Pension Plan for 
employees who were participants under the Prior Pension Plan on February 29, 1996 was 
determined by calculating the highest of (a) the lump sum value of the benefit that would 
have been payable under the Prior Pension Plan as of February 29, 1996, (b) the lump sum 
value of the benefit that would have been payable under the Prior Pension Plan but using 
average pay for the five-year period ending JUI)e 30, 1995, in place of average pay during all 
years of employment with the Corporation, or (c) a percentage factor (between 4.5% and 
/.0%) times years of service times base pay as of December 18, 1995. The New Pension Plan 
continues the Prior Pension Plan formula forfb'e years for all employees who on February 29, 
1996 had reached age 50 and had completed at least five years of vesting service, or who were 
age 60 or older. At the earlier of March 31, 2001 or the employee's date of termination, his or 
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her benefit will be the greater of the value of the benefit accrued under the Prior Pension 
Plan's formula or the employee's then current account balance under the New Pension Plan. A 
participant is 100% vested in his or her benefit after completing five years of vesting service 
with the Corporation. For purposes of calculating a participant's pension benefit under either 
the Prior Pension Plan or the New Pension Plan, annual compensation is currently limited to 
$150,000, subject to adjustment to reflect cost of living increases, pursuant to the Internal 
Revenue Code of 1986, as amended (the "Code"). 

The Digital Equipment Corporation Restoration Pension Plan (the "Restoration Plan"), 
adopted effective as of May 1, 1992 (amended and renamed the Digital Equipment Corpora
tion Cash Account Pension Plan effective as of March 1, 1996), compensates the Corporation's 
employees for reductions in the benefits calculated under either the Prior or the New Pension 
Plan, as the case may be, due to legislative and regulatory limitations. The Restoration Plan 
which is a non-qualified plan under the Code, and which is unfunded, provides additional 
retirement compensation equal to the difference between the benefit a participant would 
receive under either Pension Plan without the legislative and regulatory limitations and the 
benefit actually payable to the participant under either Pension Plan. 

Estimated annual retirement benefits payable as a straight life annuity under the New 
Pension Plan and Restoration Plan at age 65 based on projected compensation and continued 
employment for the following individuals would be: Mr. Palmer, $185,496; Mr. Christ $63 996-
Mr. Rando, $239,568; and Mr. Strecker, $191,052. Mr. Pesatori resigned as an officer and 
employee of the Corporation in July 1996 prior to the time any of his retirement benefits under 
the Prior or New Pension Plan (and respective Restoration Plans) vested. 

In addition, the Corporation has a Savings and Investment Plan ("SAVE Plan") which 
allows eligible U.S. employees to defer up to 12% (14% as of June 30, 1996) of their eligible 
compensation on a tax-deferred basis into a tax exempt trust pursuant to rules set forth in the 
Code. Beginning in fiscal year 1996, the Corporation makes a matching contribution to the 
trust for the benefit of each participant in the SAVE Plan at the rate equal to the lesser of (a) 
33-1/3% of such employee's contributions or (b) 2% of such employee's annual eligible 
compensation (subject to Code limitations). The employee accounts are invested by the plan 
trustee in up to nine investment alternatives, as directed by the employee. Annual employee 
Pre-tax deferrals are currently limited to $9,500 for the 1996 calendar year. 

The Digital Equipment Corporation SAVE Restoration Plan was adopted effective on 
July 1, 1995. The SAVE Restoration Plan, which is a non-qualified plan under the Code and is 
unfunded, allows any SAVE Plan participant vfhose annual eligible compensation is at least 
$150,000 (subject to adjustment to reflect st of living increases) and who defers the 

1 



maximum amount of his or her eligible compensation under the SAVE Plan for the year to 
receive a credit equal to 2% of the amount by which such employee's eligible compensation for 
that year exceeds $150,000 (as adjusted), resulting in a total matching contribution equal to 
what would have otherwise been provided under the SAVE Plan hut for legislative and 
regulatory limitations. See "Summary Compensation Table." 

Employment Arrangements 
Mr. Pesatori resigned as an employee and Vice President of the Corporation in July 1996. 

Pursuant to his offer of employment in 1993, Mr. Pesatori is entitled to receive his base salary 
on the date of termination for twenty-four months, unless he accepts employment with a 
competitor of the Corporation. Accordingly, the Corporation has entered into a severance 
agreement with Mr. Pesatori which provides for payment to him, in monthly installments, of 
up to a total of $1,300,000 plus continued benefits for Mr. Pesatori and his dependents for so 
long as such severance payments continue. 
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Stock Price Performance Graph 
The following graph compares the five-year return for the Corporation's Common Stock 

against the Standard & Poor's ("S&P") 500 Stock Index and the S&P Computer Systems Index. 
The graph assumes $100 was invested on June 28,1991 in the Corporation's Common Stock and 
$100 was invested at that time in each of the S&P indexes. The comparative data assumes that 
all dividends, if any, were reinvested. 

Comparison of Five Year Cumulative Total Return 
Digital Equipment Corporation, S&P 500, and S&P Computer Systems 
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COMPENSATION AND MANAGEMENT DEVELOPMENT COMMITTEE 
REPORT ON EXECUTIVE COMPENSATION 

The Compensation and Management Development Committee (the 'Committee^'l of the 
Board of Directors is composed of four independent non-employee directors. The Committee 
is responsible for approving executive officer compensation and for administering the cas 
incentive and equity participation plans that govern the variable compensation paid to senior 
management of the Corporation. The following report describes the Corporation s executl 

compensation practices and the actions of the Committee regarding compensation paid 

executive officers for fiscal year 1996. 

The Corporation's executive compensation programs are designed to link the level of 
executive compensation to corporate, organizational and individual performance an 
variations in shareholder value. In addition, these programs are intended to motivate exec 
tives to improve the Corporation's financial performance and to make executives accountab 
for the performance of the business units or functions for which they are responsible^ is a 
a goal of these programs to attract and retain talented executives, which the Committee 
believes can be particularly challenging during periods of transition in the Corporation a 
volatility in the information technology industry. The Corporation s compensation philosophy 
provides that variable short and long-term incentive compensation, particularly stock opti . 
will constitute a significant portion of executive compensation. 

The Committee's compensation decisions and awards for fiscal year 1996 generally were 
weighted toward vehicles which would provide incentives for executives to improve the 
Corporation's financial performance and link the level of executive compensation to variations 
in shareholder value. As in past years, the Committee reviewed the total compensation o the 
named executive officers and those other executive officers who report directly to Mr. Palmer 
relative to the compensation of executives of other large and competitor companies, including 
companies in the Standard & Poor's Computer Systems Index others in the Corporation 
industry and select cross-industry "Fortune 1«> companies, all of which shall be referred to as 
the "Comparison Group." The Committee also reviewed each executive officer s performance 

i ,i r r .i i . „ 0r function tor which such officer was responsiDie. and the pertormance ot the business unit 
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The Corporation's standard executive compensation program consists of three major 
elements: base salary, short-term cash and long-term incentives principally in the form of fair 
market value stock options. The Committee combines these elements to address the following 
objectives: 

• attract and retain talented executives by paying them a competitive base salary; 

• reward targeted and superior corporate, organizational and individual performance 
through cash incentives; 

• motivate and encourage performance'that increases shareholder value and contrib
utes to the future success of the Corporation through grants of stock options and, 
when appropriate, awards of restricted stock. 

Base Salaries. Base salary levels are determined relative to external market and Compari
son Group practices, the internal scope and impact of the job and the overall performance of 
the Corporation. Whereas the Corporation strives to set base salary levels at the competitive 
median to attract and retain key talent and from time to time adjusts the salaries of executive 
officers to achieve these objectives, the Corporation's compensation philosophy is to reward 
individual performance principally through short and long-term incentives rather than perma
nent increases to base salary. 

Mr. Rando, Vice President and General Manager, Digital Services Division, received a 
salary increase during fiscal year 1996 in order to bring his salary in line with the competitive 
salary range for his position. No other named executive officer received a salary increase in 
fiscal year 1996. 

Cash Incentives. The purpose of the Corporation's Executive Incentive Plan is to 
motivate and reward key employees, including executive officers, for corporate, organizational 
and individual performance for any given yel. Through the establishment each year of 
corporate, organizational and personal objectives which take into account the state of the 
Corporation's business and the environment irlwhich the Corporation competes, the Plan 
seeks to reinforce and encourage the management behaviors necessary for success, including 
teamwork, intelligent risk-taking and leadership," The program for fiscal year 1996 provided 
each participant, including all executive office! with an opportunity for a cash incentive 
based on the Corporation's achievement of certfO financial objectives related to net income, 
on individual contribution to the Corporator i strategic objectives, and for participants 
affiliated with the Corporation's business uni , on achievement of performance targets 
established at the beginning of the year (includi ; revenue, cash flow and net income) for the 
applicable business. 

23 



Although certain business units achieved their performance targets for the year, the 
Committee and the Chairman of the Board determined that it would not be appropriate to pay 
cash bonuses for fiscal 1996 under the Executive Incentive Plan, given the Corporation s 
consolidated net loss for the year. Accordingly, the executive officers did not receive any cash 
incentive payments for fiscal year 1996. 

Equity Participation Plans. Stock options continue to be a major component of the 
Corporation's compensation strategy because this compensation vehicle closely aligns the 
interests of management with those of stockholders. Stock options are periodically granted to 
executive officers based on an assessment of each officer's potential to contribute to the future 
success of the Corporation and relative to practices of companies in the Comparison Group. In 
determining the size and vesting schedules of these grants, the Committee considered the 
continuing challenges facing the Corporation and its senior management team as the Corpora
tion implements the additional restructuring actions planned at the end of the fiscal year and 
seeks to improve further its financial performance, as well as the practices of companies in the 
Comparison Group. Consistent with its articulated compensation philosophy, shortly after the 
end of the fiscal year, the Corporation granted to all executive officers, including each of the 
named executive officers with the exception of Mr. Pesatori, incentive and non-qua i tc stoc 
options at an exercise price equal to the fair market value of the Common Stock on tie ( ate o 
grant. The options carry a ten-year term, and become exercisable ratably ovei thiee years an 
are reflected in the Summary Compensation Table. 

Chief Executive Compensation. Mr. Palmer's annual base salary for fiscal year 1996 
remained at the prior year's level of $900,000. Consistent with the Corporation's compensation 
philosophy to reward individual performance principally through short and long-term incen 
tives rather than permanent increases to salary, Mr. Palmers base salary was not acjuste 
during the year. Mr. Palmer also participated in the Corporation's Executive Incentive Plan. 
Mr. Palmer's cash incentive opportunity under the Plan was based on the achievement o a 
corporate-wide net profit target established at the beginning of fiscal year 1996. 

As noted above, the Corporation did not achieve its corporate-wide profitability target for 
fiscal year 1996. Accordingly Mr Palmer did not receive an award under the Executive 
Incentive Plan for fiscal vear 1996. The Committee acknowledged, however, Mr. Palmers 
considerable achievements for the Corporation in fiscal year 1996, including his leadership in 
furthering the Corporation's strategic alliances with several major software companies and in 
increasing market recognition of the Corporation's Alpha architecture and market acceptance 
of the Corporation's Alpha-based systems and servers. In recognition of his achievements, Mr. 
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Palmer received an award of restricted stock, as reflected in the Summary Compensation table 
above, shortly after the close of the fiscal year, j j 

In August 1996, the Committee granted to Mr. Palmer incentive and non-qualified stock 
options to purchase a total of 185,000 shares of the Corporation's Common Stock, at an 
exercise price equal to the fair market value of the Common Stock on the date of grant. The 
options carry a term of ten years and are exercisable ratably over three years. In determining 
the size and vesting schedule of Mr. Palmer's stock option grant, the Committee considered 
Mr. Palmer's noted achievements, the challenges facing the Chief Executive Officer as he leads 
the Corporation through the next phase of its tninsformation and the practices of companies in 
the Comparison Group. 

The Committee periodically reviews Mr. Palmer's total compensation, as well as the 
components thereof, with an outside compensation consultant. The Committee believes that 
Mr. Palmer's total compensation is appropriate taking into account the significance of his 
responsibilities, tbe performance of the Corporation and the compensation of chief executive 
officers of companies within the Comparison Croup. 

Compensation Deductibility. The Committee has reviewed the potential consequences 
for the Corporation of Internal Revenue Code section 162(m), which imposes a limit on tax 
deductions for annual compensation in excess of one million dollars paid to any of the five 
most highly compensated executive officers of ^corporation. This provision excludes certain 
forms of "performance-based compensation" fr*n the compensation taken into account for 
Purposes of that limit, such as the value of stock options granted under the Corporation's 1990 
Equity Plan or the 1995 Equity Plan. Payments under the Corporation's Executive Incentive 
Plan are not so excluded; however, no cash compensation was paid thereunder to any 
executive officer for fiscal year 1996. AccordinglyfSection 162 (m) essentially had no impact on 
the Corporation's consolidated results of operations for fiscal year 1996. The Committee will 
continue to monitor the impact of this provisiorfon the Corporation. 

Compensation and Management Development Comfflf 

Thomas L. Phillips, Chairman 
Robert R. Everett 
Thomas P. Gerrity 
Delbert C. Staley 
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PROPOSAL TO AMEND THE 1968 EMPLOYEE STOCK PURCHASE PLAN 
TO INCREASE THE NUMBER OF SHARES AVAILABLE FOR ISSUANCE 

On June 20, 1996, the Board of Directors amended the 1968 Employee Stock Purchase 
Plan (the "Employee Plan") to increase the number of shares subject thereto by 5,000,000 
shares. The amendment will become effective only upon approval by the stockholders. This 
increase in shares is needed to enable the Corporation to continue operating the Employee 
Plan for the benefit of eligible employees. 

The Board of Directors recommends a vote FOR approving the amendment to the 
Employee Plan. 

Description of the 1968 Employee Stock Purchase Plan 
In 1968 the Board of Directors and the stockholders adopted the Employee Plan for 

substantially all employees of the Corporation and its participating subsidiaries, other than 
directors of the Corporation. Since adoption of the Employee Plan, a total of 43,800,000 shares 
have been authorized for issuance thereunder. At August 1, 1996, approximately 26,800 
employees were eligible to participate in the Employee Plan, and approximately 15,450 
employees were participating. 

The Employee Plan permits employees to purchase shares of the Corporation's Common 
Stock twice yearly through accumulated payroll deductions, up to a maximum of 10% of total 
compensation. The six-month periods June 1 to November 30 and December 1 to May 31 are 
the payment periods ("Payment Period") during which payroll deductions are accumulated 
under the Employee Plan. The price at which shares are purchased is an amount equal to 85% 
of the fair market value of the stock on the first or last business day of the applicable six-month 
Payment Period, whichever is lower. 

The Board of Directors may terminate or amend the Employee Plan, provided that no 
amendment shall, without stockholder appr0va1' increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 

During the period July 2, 1995 through June 29, 1996, executive officers of the Corporation 
purchased shares under the Employee Plan ® follows: Mr. Pesatori, 429 shares; Mr. Rando, 429 
shares; all current executive officers as a gfouP' shares; and all employees as a group 
(excluding current and named executive officers but including current officers who are not 
executive officers), 2,061,374 shares. 

26 



At August 1, 1996, 41,797,758 shares had been purchased by employees under the 
Employee Plan and 2,002,242 shares remained available. 

Tax Aspects under the U.S. Internal Revenue Code 

Generally, the following tax consequences under the United States Internal Revenue 
Code of 1986, as amended (the "Code"), are applicable to shares purchased under the 
Employee Plan: 

1. No taxable income will be realized by the employee at the time of the purchase of the 
shares. 

2. If the employee disposes of the shares two years or more after the date of the beginning 
of the Payment Period when the employee acquired the shares, then the employee at that time 
will recognize as taxable compensation income an amount equal to the lesser of: 

(a) the excess of the fair market value of the shares on the date of such disposition 
over the price at which the shares were purchased, or 

(b) 15% of the fair market value of the shares at the beginning of the Payment 
Period. 

In addition, the employee may recognize a long-term capital gain or loss in an amount 
equal to the difference between the amount realized upon the sale of the shares and the basis 
of the shares (i.e., the purchase price plus the a lount, if any, taxed as compensation income). 

3. If the employee disposes of the shares within two years after the date of the beginning 
of the Payment Period when the employee acquired the shares, the employee at that time will 
recognize taxable compensation income equal to the fair market value of the shares on the 
date of purchase (the last business day of the applicable Payment Period) less the amount paid 
for the shares. In addition, the employee will recognize a capital gain or loss in an amount 
equal to the difference between the amount realized upon the sale of the shares and the basis 
°f the shares (i.e., in this case, the purchase price plus the amount taxed as compensation 
income.) If the employee holds the shares for more than one year, this gain or loss will be a 
long-term capital gain or loss. 

4. The Corporation will be entitled to a deduction for federal income tax purposes in an 
amount equal to the amount which is considered ordinary compensation income if the 
employee disposes of the shares within two years of the beginning of the Payment Period 
when the employee acquired the shares. 



PROPOSAL TO AMEND THE 1981 INTERNATIONAL EMPLOYEE STOCK PURCHASE 
PLAN TO INCREASE THE NUMBER OF SHARES AVAILABLE FOR ISSUANCE 

On June 20,1996, the Board of Directors amended the 1981 International Employee Stock 
Purchase Plan (the "International Plan") to increase the number of shares subject thereto by 
2,500,000 shares. The amendment will become effective only upon approval by the stockhold
ers. This increase in shares is needed to enable the Corporation to continue operating the 
International Plan for the benefit of eligible employees. 

The Board of Directors recommends a vote FOR approving the amendment to the 
International Plan. 

Description of the 1981 International Employee Stock Purchase Plan 
In 1981, the Board of Directors and the stockholders adopted the International Plan. Since 

adoption of the International Plan, a total of 13,600,000 shares have been authorized for 
issuance thereunder. At August 1, 1996 approximately 24,950 employees were eligible to 
participate in the International Plan, and approximately 11,780 employees were participating. 

The provisions of the International Plan are substantially the same as the Employee Plan 
described above. The International Plan was adopted in order to extend the benefits of the 
Employee Plan to employees of selected non-U.S. subsidiaries of the Corporation or branches 
thereof. The International Plan is not intended to be a tax-qualified plan under the Code. 

The Board of Directors may terminate or amend the International Plan, provided that no 
amendment shall, without stockholder approval, increase the number of shares of Common 
Stock to be offered under the Plan or change the class of employees eligible to participate in 
the Plan. 

During the period July 2, 1995 through June 29, 1996, no executive officers purchased 
shares under the International Plan and all employees as a group (excluding current and 
named executive officers but including current officers who are not executive officers) 
purchased a total of 1,278,322 shares under the International Plan. 

At August 1, 1996, 11,395,698 shares had been purchased under the International Plan and 
2,204,302 shares remained available. 

Employees participating in the International Plan will be subject to taxation in accordance 
with the laws of the countries where they are resident or employed. Accordingly, the tax 
consequences applicable to employees w'" varY depending on the country. Because the 
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International Plan is not a U.S. tax-qualified plan, employees of participating foreign subsidiar
ies who are U.S. citizens or resident aliens also recognize taxable compensation income under 
the Code, but may be entitled, with certain limitations, to a U.S. foreign tax credit equal to the 
taxes paid to foreign countries in respect of the shares. 

RATIFICATION OF SELECTION OF AUDITORS 

The Audit Committee of the Board of Directors has selected the firm of Coopers & 
Lybrand L.L.P., independent accountants, to serve as auditors for the fiscal year ending June 
28, 1997, subject to ratification by the stockholders. Coopers & Lybrand L.L.P. has served as 
the Corporation's auditors since the organization of the Corporation. The Board of Directors 
recommends a vote FOR ratification of this selection. It is expected that a member of the firm 
of Coopers & Lybrand L.L.P. will be present at the Meeting, will have an opportunity to make 
a statement if so desired and will be available to respond to appropriate questions. 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to 
soliciting stockholders through its regular employees, the Corporation will request banks and 
brokers to solicit customers of theirs who have shares of Common Stock of the Corporation 
registered in the name of a nominee. The Corporation will reimburse such banks and brokers 
for their reasonable out-of-pocket costs, at the rates suggested by the New York Stock 
Exchange. Solicitation by officers and employees of the Corporation may also be made of some 
stockholders in person, or by mail, telephone or telegraph, following the original solicitation. 
Georgeson & Company Inc. has been retained by the Corporation to assist with the solicitation 
of proxies at a cost to the Corporation estimate| not to exceed $15,000. 

STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

Proposals of stockholders intended for inclilion in the proxy statement to be mailed to all 
stockholders entitled to vote at the 1997 Annual Meeting of Stockholders of the Corporation 
must be received at the Corporation's principal executive offices not later than May 22, 1997. 
In order to curtail controversy as to the date on which a proposal was received by the 
Corporation, proponents should submit their proposals by Certified Mail — Return Receipt 
Requested. 

September 19, 1996 
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Dear Fellow Stockholder: 

September 18, 1997 

Trade Center, Commonwealth Pjer, m Northenl Avenue, Boston, Malachites. ^ 

conducted at the meeting8 We^wi 11'g^e TpresenNation ^ buSinGSS f° ^ 
business. presentation on the current status of our 

be rê etn't'eZd 'dT""' «« Vonr shares 
Statement, I urge vou to complete sien t A > ^ °f An"Ual Meetin* -d Proxy 
provided. If the address on the accompanying HI M ^ Pr°Xy ba"0t in the envelope 
Services Department in writing at 111 Powd ""inT J lnCOrrect' Please advise our Investor writing at 111 Powdermill Road, Maynard, Massachusetts 01754. 

For the Board of Directors, 

ROBERT B. PALMER 
Chairman of the Board, President and 
Chief Executive Officer 

DIGITAL EQUIPMENT CORPORATION, II, POWDERMILL ROAD, MAVNARD, MASSACHUSETTS .1751 

YOUR VOTE IS IMPORTANT. 
PLEASE SIGN, DATE AND RETURN YOUR PROXY 



DIGITAL EQUIPMENT CORPORATION 
NOTICE OF 1997 ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholders ("Meeting") of Digital 
Equipment Corporation, a Massachusetts corporation, will be held on Thursday, November 13, 
1997, at 11:00 A.M., at the World Trade Center, Commonwealth Pier, 164 Northern Avenue, 
Boston, Massachusetts, for the following purposes: 

1. To elect three members to the Board of Directors to serve for a three-year term as 
Class II Directors. 

2. To approve an amendment to the 1968 Employee Stock Purchase Plan to increase the 
number of shares subject thereto by 3,900,000 shares. 

3. To approve an amendment to the 1981 International Employee Stock Purchase Plan to 
increase the number of shares subject thereto by 3,600,000 shares. 

4. To ratify the selection of the firm of Coopers & Lybrand L.L.P. as auditors for the fiscal 
year ending June 27, 1998. 

5. To consider and act upon the four stockholder proposals set forth in the Proxy 
Statement. 

6. To transact such other business as may properly come before the meeting. 
Stockholders entitled to notice of and to vote at the meeting shall be determined as of the 

close of business on September 15, 1997, the record date fixed by the Board of Directors for 
such purpose. 

September 18, 1997 

STOCKHOLDERS ARE REQUESTED TO SIGN THE ENCLOSED PROXY CARD AND 
RETURN IT PROMPTLY IN THE ENCLOSED POSTAGE PAID ENVELOPE TO DIGITAL 
EQUIPMENT CORPORATION, P.O. BOX 1006, NEW YORK, NEW YORK 10269. 

By Order of the Board of Directors, 

GAIL S. MANN, Clerk 



PROXY STATEMENT 

INTRODUCTION 

Proxies in the form enclosed with this proxy statement are solicited by the Board of 
Directors of Digital Equipment Corporation (the "Corporation") for use at the 1997 Annual 
Meeting of Stockholders (the "Meeting"). 

An Annual Report to Stockholders, containing financial statements for the fiscal year 
ended June 28, 1997, has been sent to all stockholders entitled to vote. This proxy statement 
and form of proxy were first sent to stockholders on or about the date of the accompanying 
Notice of 1997 Annual Meeting. 

Only common stockholders of record as of the close of business on September 15, 1997 
will be entitled to vote at the Meeting and any adjournments thereof. As of that date, 
147,773,294 shares of Common Stock of the Corporation (excluding treasury shares) were 
issued and outstanding. Each share outstanding as of the record date will be entitled to one 
vote, and stockholders may vote in person or by proxy. Execution of a proxy will not in any 
way affect a stockholder's right to attend the meeting and vote in person. Any stockholder 
giving a proxy has the right to revoke it at any time before it is exercised by written notice to 
the Clerk of the Corporation. In addition, stockholders attending the Meeting may revoke 
their proxies at that time. 

The representation in person or by proxy of at least a majority of the outstanding shares of 
Common Stock entitled to vote at the meeting is necessary to constitute a quorum for the 
transaction of business. Votes withheld from any nominee for election as director, abstentions 
and broker "non-votes" are counted as present or represented for purposes of determining the 
presence or absence of a quorum for the meeting. A "non-vote occurs when a nominee 
holding shares for a beneficial owner votes on one proposal, but does not vote on another 
proposal because, in respect of such other proposal, the nominee does not have discretionary 
voting power and has not received instructions from the beneficial owner. An automated 
system administered by the Corporation's solicitation agent tabulates the votes. The vote on 
each matter submitted to stockholders is tabulated separately. Abstentions are included in the 
number of shares present or represented and voting on each matter. Broker non-votes are 
not so included. 



The persons named as attorneys in the proxies are directors and/or officers of the 
Corporation. All properly executed proxies returned in time to be cast at the Meeting, if no 
contrary instruction is indicated, will be voted as stated below under "Election of Directors." 
In addition to the election of Class II Directors, the stockholders will consider and vote upon 
proposals to (i) approve an amendment to the 1968 Employee Stock Purchase Plan to increase 
the number of shares available for issuance thereunder; (ii) approve an amendment to the 
1981 International Employee Stock Purchase Plan to increase the number of shares available 
for issuance thereunder; and (iii) ratify the selection of auditors. Where a choice has been 
specified on the proxy with respect to these matters, the shares represented by the proxy will 
be voted in accordance with the specification and will be voted FOR if no specification is 
indicated. Directors are elected by a plurality of votes cast and the affirmative vote of a 
majority of the shares present or represented at the Meeting and voting on such other matters 
is required for approval of those matters. 

The stockholders will also consider and act upon four stockholder proposals relating to 
(i) the declassification of the Board of Directors, (ii) the redemption of the Corporation's 
stockholder rights plan, (iii) the engagement of an investment banking firm to explore 
alternatives to enhance the value of the Corporation and (iv) the separation of the offices of 
President and Chairman of the Board of Directors. The Board of Directors recommends a vote 
against each of these proposals. Where a choice has been specified on the proxy with respect 
to any stockholder proposal, the shares represented by the proxy will be voted in accordance 
with the specification and will be voted AGAINST if no specification is indicated. The 
affirmative vote of a majority of the shares present or represented at the Meeting and voting on 
such matter is required for approval of each of these stockholder proposals. 

The Corporation knows of no other matter to be presented at the Meeting. If any other 
matter should be presented at the Meeting upon which a vote properly may be taken, shares 
represented by all proxies received by the Corporation will be voted with respect thereto in 
accordance with the judgment of the persons named as attorneys in the proxies. 

ELECTION OF DIRECTORS 

The Board of Directors of the Corporation is divided into three classes. Each class serves 
three years, with the terms of office of the respective classes expiring in successive years. The 
directors in Class III will be nominees for election to three-year terms at the 1998 Annual 
Meeting of Stockholders and the directors in Class I will be nominees for election to three-
year terms at the 1999 Annual Meeting of Stockholders. 
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The present term of office for the directors in Class II ("Class II Directors") expires at the 
Meeting. Vernon R. Alden, Thomas L. Phillips and Delbert C. Staley were each elected at the 
Annual Meeting of Stockholders held November 10, 1994, and are nominees for re-election to 
a three-year term as Class II Directors. If re-elected, the Class II Director nominees will be 
elected for a three-year term and until their successors have been duly elected and have 
qualified; however, pursuant to the Corporation's current Retirement Policy for Directors 
("Policy"), each Class II Director would reach retirement age prior to the end of such three-
year term. Under the Policy, Messrs. Alden and Staley would retire on the date of the Annual 
Meeting of Stockholders in 1998, and Mr. Phillips would retire on the date of the Annual 
Meeting of Stockholders in 1999. 

Shares represented by all proxies received by the Board of Directors and not so marked as 
to withhold authority to vote for any individual nominee will be voted (unless one or more 
nominees is unable or unwilling to serve) for the election of all nominees for Class II 
Directors. The Board of Directors knows of no reason why any such nominee should be unable 
or unwilling to serve, but if such should be the case, proxies will be voted for the election of 
some other person or the Board of Directors will fix the number of directors at a lesser 
number. 

Set forth below is information with respect to each nominee for Class II Director to be 
elected at the Meeting and for each Class I Director and Class III Director whose term of office 
continues after the Meeting. 

Nominees to be Elected at the Meeting 
(Class II Directors) 

VERNON R. ALDEN 

Mr. Alden, age 74, was Chairman of the Board and Executive Committee of The 
Boston Company, Inc., a financial services company, from 1969 to 1978. He was 
President of Ohio University from 1962 to 1969. Mr. Alden is a director of Internet 
Corporation and Sonesta International Hotels Corporation. He is also a trustee o 
several cultural and educational organizations. He has been a director of the 
Corporation since 1959 and is a member of the Audit Committee and Nominating 
Committee. 
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THOMAS L. PHILLIPS 

Mr. Phillips, age 73, retired as Chairman of the Board and Chief Executive Officer ol 
Raytheon Company ("Raytheon") in March 1991. having served as Chief Executive 
Officer since 1968, and as Chairman of the Board since 1975. He has been a director ol 
Raytheon since 1962. Mr. Phillips is also a director of SRA International Inc State 
Street Research and Management Co. and Knight-Ridder, Inc. Mr. Phillips has been a 
director of the Corporation since 1991. He is Chairman of the Compensation and 
Management Development Committee and is a member of the Nominating 
I nmnn'tfoo 

DELBERT C. STALEY 

Mr. Staley, a§e ^ was Chairman, Chief Executive Officer and a director of NYNEX 
Corporation ( NYNEX ) from 1983 until his retirement in September 1989 He 
continued serving as a director of NYNEX and served as Chairman of NYNEX 
Internaho, Management Committee until October 1991. Mr. Stales is a director of 
Polaroid Corporation and SRA International, Inc., and is Chairman of Alcatel Net
work Systems Inc. Mr. Staley has been a director of the Corporation since 1993 and is 

Ma"agen'en*Deveiopme"' -

Directors Whose Term Expires at the 199S Annual Meeting (Class I I I  Directors) 
COLBY H. CHANDLER 

EartSrKodkS f "* Boilrd and CM*Executive Officer of rsastman Kodak Company ( Kodak ) in Mav 1990 Prinr tr .  n  t >• i i i i 
Chief Executive Officer. Chairman of thCLard a^d Ch° T, c , 
Committee of Kodak since July 1983 HeMsumed .he o r ^ ExeCl'" 
1977. Mr Chandler wt«,director ofltodak from 1974^,Mr(l0pf0dl)in'Tary 

a director of the Corporation since 1989 He is Chairman of tl ' >'' ls . 
a member of the Nominating Committee "nd 

ARNAUD DE VITRY 

Mr. de Vitry, age 71, is an engineering consultant FYca mon 
Chairman of the Board and Chief Executive Officer nf p '° !' Mf ^ ̂  ̂  e kJtticer of Eureka SICAV, France, an 



investment company. He is a director of Ionics, Incorporated. Mr. de Vitry has been a 
director of the Corporation since 1957 and is Chairman of the Nominating 
Committee. 

THOMAS P. GERRITY 

Dr. Gerrity, age 56, has served as Dean of the Wharton School of the University of 
Pennsylvania since July 1990. From 1969 to 1989, Dr. Gerrity was chief executive 
officer of Index Group, Inc. ("Index"), an information technology consulting com
pany he founded. In 1988, Index became part of Computer Sciences Corporation 
("CSC") and Dr. Gerrity was subsequently appointed president of CSC's commercial 
professional services group, CSC Consulting. Dr. Gerrity is a director of Fannie Mae, 
CVS Corporation, Reliance Group Holdings, Inc., Sun Company, Inc. and Union 
Carbide Corporation. He has been a director of the Corporation since 1992, and is a 
member of the Compensation and Management Development Committee and Strate
gic Direction Committee. 

Directors Whose Term Expires at the 1999 Annual Meeting (Class I Directors) 

FRANK P. DOYLE 

Mr. Doyle, age 66, retired in December 1995 as an Executive Vice President of 
General Electric Company ("GE"). Mr. Doyle had been an Executive Vice President 
of GE and a member of its corporate executive office since July 1992 and was a Senior 
Vice President from 1981 to July 1992. He is a director of the Paine Webber Group 
Inc., Roadway Express, Inc., and Educational Testing Service. Mr. Doyle has been a 
director of the Corporation since 1995 and is a member of the Audit Committee and 
Strategic Direction Committee. 

KATHLEEN F. FELDSTEIN 

Dr. Feldstein, age 56, has been President of Economics Studies, Inc., an economics 
consulting firm, since 1987. Dr. Feldstein is a director of Bank America Corporation, 
Conrail Corporation and The John Hancock Mutual Life Insurance Company. 
Dr. Feldstein has been a director of the Corporation since 1993 and is a member of 
the Audit Committee. 
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ROBERT B. PALMER 

Mr. Palmer age 57, has been President and Chief Executive Officer of the Corpora
tion since October 1992, and Chairman of the Board since May 1995. Mr. Palmer 
joined the Corporation in 1985 and served as Vice President, Semiconductor and 
Interconnect Technology until 1990, and as Vice President, Manufacturing, Logistics 
and Component Engineering from 1990 to 1992. From 1983 to 1985, he was Executive 
Vice President of Semiconductor Operations at Mostek Corporation ("Mostek") a 
subsidiary of United Technologies Corporation. Mr. Palmer was a co-founder of 

h  l O S n V i f  A  m  .  3  T i e S  ° f  S e n i ° r  m a n a S e m e n t  p o s i t i o n s  p r i o r  t o  i t s  a c q u i s i t i o n  
WM P ^ u 7C n0lTeS CorPoration. Mr. Palmer is a director of AlliedSignal 
,! ' . ' . ' !,r iS been a dlrector of the Corporation since 1992 and is Chairman of 
the Strategic Direction Committee. 
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Security Ownership of Directors and Executive Officers 

Shown below is certain information as of August 1, 1997, with respect to beneficial 
ownership of shares of the Corporation's Common Stock and of Depositary Shares, each 
representing one-fourth of a share of the Corporation's Series A 8%% Cumulative Preferred 
Stock (the "Depositary Shares"), by each director (including the three nominees for Class II 
Directors), by each executive officer named in the Summary Compensation Table set forth on 
page 13 and by all directors and executive officers as a group. Unless otherwise indicated, the 
named person or members of the group possess sole voting and investment power with respect 
to the shares. 

Beneficial Owner Shares Beneficially Owned 

Vernon R. Alden 48,459(1) (2) 
4,000(3) 

Colby H. Chandler 10,333(1) 
6,257(4) 

Arnaud de Vitry 113,593(1) (5) 
Frank P. Doyle 2,825(6) 
Kathleen F. Feldstein 5,333(7) 
Thomas P. Gerrity 17,333(1) 
Robert B. Palmer 776,045(8) 
Thomas L. Phillips 10,333(1) 
Delbert C. Staley 6,333(7) 
Bruce L. Claffin 89,695(9) 
Harold D. Copperman 112,496(10) 
John J. Rando gi 149,048(11) 
William D. Strecker 141,651(12) 
All directors and executive officers as a group (18 persons) . . 1,908,531(13) 

(1) Includes 5,000 shares of Common Stock which the director has the right to acquire 
by exercise of a stock option granted pursuant to the Corporation's 1990 Stock Option Plan for 
Nonemployee Directors ("1990 Nonemployee Directors Plan") and 333 shares of Common 
Stock which the director has the right to acquire by exercise of a stock option granted 
pursuant to the Corporation's 1995 Stock Option Plan for Nonemployee Directors (the "1995 
Nonemployee Directors Plan"). 

(2) Includes 22,357 shares of Common Stock held by Mr. Alden's wife, as to which 
shares Mr. Alden disclaims beneficial ownership. 
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(3) Represents 4,000 Depositary Shares. These Depositary Shares represent less than 1% 
ot the Corporation's issued and outstanding Depositary Shares and Preferred Stock. 

(4) Represents Common Stock units under the directors' deferred compensation plan 
described on page 11. Under the plan, nonemployee directors may elect to defer receipt of all 
or a portion of their compensation in the form of Common Stock units. Common Stock units 
carry no voting rights. 

(o) Includes 104,660 shares of Common Stock held by Mr. de Vitry's wife, as to which 
shares Mi. de Vitry disclaims beneficial ownership. 

(6) Represents 2,000 shares of Common Stock which Mr. Dovle has the right to acquire 

dUo^'pI V«o?i°Pt,0n/rantec! pursuant t0 the Corporation's 1990 Nonemployee 
exerHse of /"i? f.slian?S of Jommo" Sto^ which the director has the right to acquire by 
plan 8r' pursuant t0 the Corporation's 1995 Nonemployee Directors 

bv exercifp10'fdCS f T °f C°T°n Stock which ^ director has the right to acquire 
Directors Plan andS3?fh°P f?-rant t0 thg CorPoration's 1990 Nonemployee 
exercise of I stock * ^ of Jommon Stock which the director has the right to acquire by 
exercise of a stock option granted pursuant to the Corporation's 1995 Nonemployee Directors 

(8) Includes 751,009 shares of Common Stock which Mr. Palmer has the right to acquire 

lapsTrvertim/AlfoTlT TnT fT SUbjeCt t0 restricti°ns on disposition which 
1995 Equity Pkn ub ec "t d restricted s^k under the Corporation's 

• o Rquity Plan subject to restrictions on disposition which lapse over time. 

(9) Includes 57,750 sharps of Common Stock which Mr ri ifl;., t, .u • u. «nire 
by exercise of stock options. Also includes 22 000 share of^ Co f 4 d as 
restricted stock under the Corporation's 1990 and 1995 F > P, \,0n t0C'k ™ 
disposition which lapse over time. EqUlty P'anS Subject to restrictions on 

(10) Includes 101,054 shares of Common Stock which Mr r L • tu to 
acquire by exercise of stock options. Also includes 10 000 shares of C^""^ ! C "fed as 
restricted stock under the Corporation's 1995 Equity Plan suhie " St°Ck 7 Hon 
which lapse over time. subject to restrictions on disposition 
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(11) Includes 146,000 shares of Common Stock which Mr. Rando has the right to acquire 
by exercise of stock options, 4,060 of which are subject to restrictions on disposition which 
lapse over time. 

(12) Includes 138,550 shares of Common Stock which Mr. Strecker has the right to 
acquire by exercise of stock options, 6,600 of which are subject to restrictions on disposition 
which lapse over time. Also includes 1,691 shares of Common Stock held by Mr. Strecker's 
wife, as to which shares Mr. Strecker disclaims beneficial ownership. 

(13) The group is comprised of the executive officers named in the Summary Compensa
tion Table on page 13 and those persons who were directors and executive officers of the 
Corporation on August 1, 1997. Includes 1,528,804 shares of Common Stock which the 
directors and executive officers as a group have the right to acquire by exercise of stock 
options granted under the Corporation's stock plans, 78,430 of which are subject to restrictions 
on disposition which lapse over time. In addition, includes 129,472 shares held by family 
members of officers or directors, as to which shares the applicable officer or director disclaims 
beneficial ownership. Also includes 40,000 shares awarded as restricted stock under the 
Corporation's 1990 or 1995 Equity Plans subject to restrictions on disposition that lapse over 
time. Excludes 4,000 Depositary Shares held by such directors and executive officers. The 
1,908,531 shares held by all directors and executive officers as a group would represent less 
than 1% of the Corporation's issued and outstanding Common Stock, assuming exercise of the 
stock options. 

Section 16(a) Beneficial Ownership Reporting Compliance 

Based on a review of the forms and written representations received by the Corporation 
pursuant to Section 16(a) of the Securities Exchange Act of 1934, the Corporation believes 
that during the period June 30, 1996 through June 28, 1997, the directors and executive officers 
complied with all applicable Section 16 filing requirements except that one report for Harold 
D- Copperman, a Senior Vice President, was filed three months late. 

Meetings of the Board; Committees of the Board 

During the fiscal year ended June 28, 1997, the Board of Directors met 12 times (including 
in-person and teleconference meetings), the Audit Committee met five times, the Compensa
tion and Management Development Committee met five times, the Nominating Committee 
met one time and the Strategic Direction Committee met two times. All directors attended 
more than 75% of the total number of meetings of the Board and the committees on which 
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they serve. At least once each year, the Corporation's independent, unaffiliated directors 
("Outside Directors") meet in Executive Session without the Chairman or any other member 
of management present. During these sessions, the Outside Directors review, among other 
things, the performance of the Chairman and Chief Executive Officer. 

The Board of Directors has an Audit Committee, a Compensation and Management 
Development Committee, a Nominating Committee and a Strategic Direction Committee. 
Each of the Audit, Compensation and Management Development and Nominating Committees 
is comprised solely of Outside Directors. It is the Board's intention to continue this practice. 

The Audit Committee selects the independent auditors to be employed by the Corpora
tion, subject to ratification by the Corporation's stockholders, reviews generally the internal 
and external audit plans and the results thereof, and reviews generally the Corporation's 
mternal controls with the internal and external auditors. The members of the Audit Committee 
are Mr. Chandler, Chairman, Messrs. Alden and Doyle and Dr. Feldstein. 

The Compensation and Management Development Committee reviews the compensation 
of senior management, reviews and recommends to the Board the adoption of any compensa-

on p ans in w ic irectors and officers are eligible to participate and reviews and recom
mends to the Board the compensation of directors. The Committee also administers and 
interprets the Corporation's stock plans and, subject to the provisions of the plans, selects the 
employees who are to participate in such plans and determines the terms of their participation. 
M p^u ou Compensation and Management Development Committee are 
Mr. Phillips, Chairman, Dr. Gerrity and Mr. Staley. 

The Nominating Committee is responsible for nominations to the Board of Directors. The 
members of the Nominating Committee are Mr. de Vitry, Chairman, and Messrs. Alden, 
Chandler, and Phillips. The Nominating Committee will consider highly qualified candidates 
proposed in writing by stockholders. Stockholders who wish to propose a nomination should 
u mit the person s name and background information to the Clerk of the Corporation. 

alterl^ve'Tf0 Comfmittf reviews a"d makes recommendations to the Board on 
iric r?Vn,tirrS,for the C°rp°ratio- taking into account competitive and 
sarvTo T tfec,hnical devel°Pments, corporate goals and the corporate resources neces
sary to implement alternative initiatives. The members of thp SI T TV F Committee arp Mr • J \ M T~\ 1 T-. luers  ot  the Strategic Direction Committee 
are Mr. Palmer, Chairman, and Mr. Doyle, Dr. Gerrity and Mr. Staley. 
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Compensation of Directors 

Each director who is not also an employee of the Corporation received a retainer of 
$25,000 for his or her services during the fiscal year ended June 28, 1997, plus $1,000 for each 
Board meeting and each committee meeting attended. Directors are also reimbursed for out-
of-pocket expenses incurred in attending Board and committee meetings. 

Directors may defer all or any part of their retainer or meeting fees pursuant to a deferred 
compensation plan. Pursuant to the plan, nonemployee directors of the Corporation may elect 
to defer receipt of all or a specified portion of their compensation in the form of cash, with an 
interest rate related to the ten-year U.S. Government Rate, or in the form of units, the value of 
each unit initially being equal to the average fair market value of one share of the Common 
Stock of the Corporation on the ten trading days preceding the date the compensation being 
deferred would otherwise be payable. The plan provides that compensation defeired under 
the plan, whether in the form of cash or units, will be paid out in cash after a deferral period of 
at least three years. Directors may elect that compensation so deferred be paid out in a lump 
sum or in up to fifteen annual installments. Payment of compensation deferred under the plan 
commences in January of the year following the last year of the deferral period. 

Pursuant to a retirement plan for nonemployee directors adopted in May 1987, each 
nonemployee director of the Corporation on the date of adoption of the plan, and every other 
nonemployee director who is 70 years of age or older, who has completed at least five years of 
service on the Board and who commenced service as a director prior to January 1, 1995, is 
entitled upon termination of service to an annualized benefit for life which is equal to the 
annual retainer for nonemployee directors in effect on the date of termination of service. The 
plan also provides for coordinated disability benefits for all participating nonemployee 
directors equal to the annual retainer in effect on the date of total disability. Effective on the 
date of the Meeting, eligibility is further limited to those directors who are age 65 or older on 
such date. 

Each nonemployee director of the Corporation also participates in the 1995 Stock Option 
Plan for Nonemployee Directors (the "1995 Nonemployee Directors Plan ). The 1995 
Nonemployee Directors Plan provides that annually, on the date of the Annual Meeting of 
Stockholders, (i) each director age 65 or older on the date of the Meeting, who commenced 
service as a director of the Corporation prior to January 1, 1995 and whose service as a director 
will continue, is to receive an option to purchase 3,500 shares of the Corporation s Common 
Stock at a price equal to the fair market value of the Corporation s Common Stock on the date 
of grant and (ii) each director who is under age 65 on the date of the Meeting or who 
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commenced service as a director of the Corporation after January 1,1995 and whose service as 
a director will continue, is to receive an option to purchase 6,000 shares of the Corporation's 
Common Stock at a price equal to the fair market value of the Corporation's Common Stock on 

anniw f1 A T exercisable at the rate of 33% on the first and second 
anniversaries of the date of grant and 34% on the third anniversary of the date of grant. The 

the te,ms ofr,Veerlir! wi,h 
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EXECUTIVE COMPENSATION 

Summary Compensation Table 

The Summary Compensation Table shows compensation lor the Chief Executive Officer 
and the four other most highly compensated executive officers for the fiscal year ended 
June 28, 1997. 

Annual Compensation 
Long-Term 

Compensation Awards 

Name and 
Principal Position 

Robert B. Palmer :. 
Chairman of the 
Board, President, 
Chief Executive Officer 

Bruce L. Claflin 
Senior Vice President 

Harold D. Copperman . . 
Senior Vice President 

Senior Vice President 

William D. Strecker 
Vice President 

Other Restricted All 
Annual Stock Stock Other 

Salary Bonus Compensation Awards Options Compensation 
Year ( $ ) '  («)(D ($)(2) (») (3) ( # )  ($) (4) 

1997 $901,939 $100,000 $ 0 $ 0(5) 185,000(8) $24,774 
1996 900,016 0 0 302,000(6) 185,000(9) 24,923 
1995 900,016 375,000 0 399,609(7) 300,000 0 

1997 393,274(13) 300,000 121,590 419,062(5) 65,000(8) (10) 2,000 
1996(12) — — - — — — — 

1995(12) — — — 

1997 465,394 50,000 8,197 481,405(5) 65,000(8) (10) 8,289 
1996(12) — — — — — — 

1995(12) — — — 

1997 465,394 170,000 0 83,124(5) 65,000(8) 10,728 
1996 400,960 0 0 0 65,000(9) 10,907 
1995 348,089 175,000 0 143,859(7) 125,000(11) 0 

1997 451,931 115,000 0 83,124(5) 50,000(8) 10,626 
1996 450,008 0 0 0 65,000(9) 10,617 
1995 450,008 110,000 0 95,906(7) 60,000(11) 0 

(1) Represents a cash bonus earned by such individual in the applicable fiscal year and 
paid during the first quarter of the next fiscal year, unless the recipient has elected that 
payment thereof be deferred. See "Deferred Compensation Plan for Executives. 

(2) Represents customary one-time relocation and allowance payments to executives 
joining the Corporation. 
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• j ^ Corporation were to begin to pay dividends on its Common Stock, holders of 
restricted Common Stock would receive cash dividends on the shares of restricted Common 
Stock held by them. The amount ultimately realized by any named executive officer in respect 
of restricted Common Stock depends upon the value of the Corporation's Common Stock 
when the executive officer sells the shares, which can only occur after the restrictions lapse. 

(4) Represents matching contributions of $3,000 by the Corporation under its Savings 
and Investment Plan, ( SAVE Plan ) for each of Messrs. Palmer, Copperman, Rando and 
Strecker, and of $2,000 for Mr. Claflin, and under its SAVE Restoration Plan as follows: 
Mr. Palmer, $21,/74, Mr. Copperman, $5,289. Mr. Rando, $7,728, and Mr. Strecker, $7,626. 

^ d°llar value on September 17, 1996, the award date, of an award to 
i°l,MefSSrS' Clafl,n' Copperman, Rando and Strecker of shares of restricted Common 

Stock. The fair market value of a share of Common Stock on such date was $41,562. Each of 
. essrs. Claflin, Copperman, Rando and Strecker were granted 1,000, 2,500 2 000 and 2 000 
SO^ffhr^T Common Stock, respectively, on such date. Restrictions with respect to 
lune 17 fq07 fr™" P °D DeuCember I7' V"6 and the remaining restrictions lapsed on 
June 17,1997. Also represents, in the case of each of Messrs. Claflin and Copperman the dollar 

S^ick On suS t R,9Vhe &Td da,t6, °r T aWard °f 10'°00 shares of restricted Common 
respect to 50% of th ^ T j Common Stock was $37.75. Restrictions with 
respect to 50% of these shares lapsed on August 21, 1997 and the remaining restrictions will 
lapse on August 21199* At the end of fiscal year 1997, each of Messrs Palmer Ckffin Tnd 

r^erix^n v j °° and 10'°00 shares of restricted Common Stock, respectively, and 
neither Mr Rando nor Mr. Strecker held any shares of restricted stock The value of the 
ksfb T held iY ®ach,of Messrs- Palmer, Claflin and Copperman at June 27 1997 the 
respectively" O^sucVdYth T' ** ,°f SUfh $145'000> $797,500, and' $362!500, 
Footn e fi hS ' the falr market value of a share of Common Stock was $36.25. See 

ootnote 6 below with respect to an award of restricted stock to Mr Palmer in Aueust 1996, 
which is reflected on the table as fiscal year 1996 compensation. 8 

Mr PdiefofROOo'sha^, dflar/al<ue °n August 21 1996, the award date, of an award to 
Mr Palmer of 8,000 shares of restricted Common Stock. On such date the fair market value of 

M"5-- Res,ric,ir """• ^ ̂  i^ ebruary 21, 199/ and the remaining restrictions will lapse on February 21. 1998. 

individual^TresTSed Cd0llar T ̂ UgUSt !4" !"5' the award da*e> of an award to such u i v i a u a i  o t  r e s t r i c t e d  C o m m o n  S t o c k .  O n  s u c h  d a t e  t h e  f a i r  m a r C i  ,  l  e  u  0  n f  
Common Stock was $42,625. Each of Messrs. Palmer Rando and Stacker V!c375 
3,375 and 2,250 shares of restricted Common Stock respectively S • ' IT ftc 
50% of these shares lapsed on February 14, 1996 and the remain^7*°? 
February 14, 1997. remaining restrictions lapsed 

to 
on 
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(8) Reflects a stock option to purchase shares of the Corporation's Common Stock 
granted on August 20, 1997, shortly after the end of fiscal year 1997. 

(9) Reflects a stock option to purchase shares of the Corporation's Common Stock 
granted on August 21, 1996, shortly after the end of fiscal year 1996. 

(10) Does not include a stock option to purchase 100,000 and 140,000 shares of the 
Corporation's Common Stock granted to each of Messrs. Claflin and Copperman, respectively, 
on August 21, 1996. 

(11) Reflects a stock option to purchase shares of the Corporation's Common Stock 
granted to the named executive officer in August 1995. 

(12) Mr. Claflin, who joined the Corporation in 1995, and Mr. Copperman, who joined 
the Corporation in 1993, each became an executive officer of the Corporation during fiscal 
year 1997. Accordingly, only their compensation for fiscal year 1997 is reflected in the table. 

(13) See "Employment Arrangements." 

Option/SAR Grants in Last Fiscal Year 

The following table shows information regarding grants of stock options during the fiscal 
year ended June 28, 1997 to the named executive officers. The table also includes grants of 
stock options to the named executive officers on August 20, 1997. The Corporation did not 
grant any stock appreciation rights during fiscal year 1997 nor during the period from the end 
of such fiscal year through August 20, 1997. 

Individual Grants Grant Date Value 

Name 
Options/SARs 

Granted 

% of Total 
Options/SARs 

Granted to 
Employees (1) 

Exercise 
or Base 
Price 
($/Sh) 

Expiration 
Date 

Grant Date 
Present 

Value($) (2) 

Robert B. Palmer 185,000(3) 
185,000(4) 

2.5% 
2.5 

$46,687 
37.75 

8/20/07 
8/21/06 

$2,982,045 
2,421,296 

Bruce L. Claflin 65,000(3) 
100,000(4) 

0.8 
1.4 

46.687 
37.75 

8/20/07 
8/21/06 

1,047,746 
1,308,809 

Harold D. Copperman 65,000(3) 
140,000(4) 

0.8 
1.9 

46.687 
37.75 

8/20/07 
8/21/06 

1,047,746 
1,832,332 

John D. Rando 65,000(3) 
65,000(4) 

0.8 
0.8 

46.687 
37.75 

8/20/07 
8/21/06 

1,047,746 
850,726 

William D. Strecker 50,000(3) 
65,000(4) 

0.7 
0.8 

46.687 
37.75 

8/20/07 
8/21/06 

805,958 
850,726 

15 



through Augu st^ 2<X ta§e °f t0ta' °PHOnS gninted t0 a" emPloyees from June 30, 1996 

rnodil2lSet?r?olbwLP/eSent Vr'UeS 7™ dete~d • Black-Scholes pricing 
Sst^teof 6 3% 3 aSSUTf°nS.and adjustments: stock P^e volatility of 35%, an 

options granted in A^ust lX'repreSZg^^ With rCSPf * 

COrre>sP°"di"g to that of the option7e™»d 2 
an endorsement of its accuracy th''S '"r^ "0t bC construedaS 

cannot be known at the date of grant The ultimate I 1 fT * Wl11 .?r0ve to be accurate 

the future value of the rnmnratm • n c , 0 the options, if any, will depend on 
ble accuracy, and on the holders' ^lesZeTdecLnr^b ^ 

1997,( under^dieSColoration's ^ ̂  ̂  the end of fiscaI ^ 
value of the Corporation's Common Stock on the'dL^f ermt^" T*' 1° ^ ̂  "7^ 
years and become exercisable ratably over three y'ears from the ^atToTgrant" ' ̂  

1996, under the Corporation^ 199^Equil^Phn'* n e'^ ^ °f fiSCa' Vf 
value of the Corporation's CommonT u ^ "t* 
years and become exercisable ratably over three yeĴ O T̂̂ T &  ̂
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Aggregated Option/SAR Exercises in Last Fiscal Year and FY-End Option/SAR Values 
The following table summarizes for each of the named executive officers the number of 

stock options exercised during the fiscal year ended June 28, 1997, the aggregate dollar value 
realized upon exercise, and the dollar value of in-the-money, unexercised options held at 
June 28, 1997. None of the named executive officers hold any SARs. Value realized upon 
exercise is the difference between the fair market value of the underlying stock on the exercise 
date and the exercise price of the option. The value of unexercised, in-the-money options at 
fiscal year-end is the difference between the exercise price and the fair market value of the 
underlying stock on June 27, 1997, the last business day of the fiscal year. The closing price of 
the Corporation's Common Stock on the New York Stock Exchange on such date was $36.25. 

Number of Securities Value of Unexercised 
Underlying Unexercised In-the-Money Options/ 

Name 

Shares 
Acquired 

on Exercise (#) 

Value 
Realized 

($) 

Options/SARs at FY-End (#) SARs at FY-End ($) 

Name 

Shares 
Acquired 

on Exercise (#) 

Value 
Realized 

($) Exercisable 
Restricted/ 

Unexercisable (1) Exercisable 
Restricted/ 

Unexercisable 

Robert B. Palmer 0 $ 0 621,500 358,000(2) $2,002,560 0 
Bruce L. Claflin 0 0 24,750 150,250 0 0 
Harold D. 

Copperman 14,854 315,506 21,454 195,454 22,114 247,371 
John J. Rando 16,500 332,277 78,860 153,190(2) 283,696 0 
William D. Strecker . 0 0 90,700 111,800(2) 559,048 0 

(1) Does not include options granted to any of the named executive officers on August 20, 
1997. See "Summary Compensation Table" and "Option/SAR Grants in Last Fiscal Year." 

(2) A portion of these options represent immediately exercisable options for restricted 
stock, with restrictions on disposition of the underlying shares lapsing ratably over periods of 
three to ten years from date of grant. The number of underlying shares subject to such options 
on June 28, 1997 for the named executive officers was as follows: Mr. Palmer, 71,000; 
Mr. Rando, 4,440 and Mr. Strecker, 6,600. The remaining options held by Messrs. Palmer, 
Rando and Strecker were granted during fiscal years 1995, 1996 and 1997 and become 
exercisable ratably over three years. 

Pension Plans 

The Corporation and its subsidiaries have pension plans covering substantially all of their 
employees. Effective March 1, 1996, the Corporation's defined benefit pension plan (the "Prior 
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PlTn'm, P'aM } ^ ftS USD1em.Pl°yeeS WaS amended and renamed the Cash Account Pension Plan (the New Pension Plan ). 

service t h .h ^ 7' based Upon the employee's earnings during 
lumn sum I fit ST > ^ ̂  aft6r retirement in the form of annuities or a 

5% ofThe Zl "r annual amount payable upon retirement at age 65 was, in general, 
fulv 1 1989 Th am°U u ParHcipant'S eli«ib'e compensation earned on and after 
u v l 1989 O h P,e7°T ° Were active ParticiPa"ts under the Prior Pension Plan on 

were al!f el Jhle t° 77 partidpants and were credited with prior service, 
between Tub 9*4° TTT I IIf °f the P-ticipanfs annual compensation 
pri«„ ,5. S * ' " '•I989' mU",plie<l by ,he """b« °f °f -credited senior 

el igiuf  e"„in e f  dWurir ' 0" ^  'n '  e m P '° y e e S  ^ »P°» >•" employ^ 
Corporation at the rate of 4ToOhr!,mplovee™io°7'r':ii'IU' "7 "I"'"'™1 <luarterlV by the 
The accumulated v^ctnd . v u i ' eligible pay for that quarter, plus interest. 
as elected by the participanTupon^he00 'S f^,'6 °ne lump sum or in monthly payments, 
with the Corporation The N p DI P °yee s retirement or termination of employment 

years fore^pfoyeeT^ho ori ^bZv'S TChS "" 77 * — 
least five vears of vestintr sera,- .1 ' ' reached age 50 and had completed at 

or the employee's date of termination. hlTrlefL^ft 2b 12 ear'ier fh^f 31 ̂  
benefit accrued under the Prior Pension Plan s fn 7 , , 
account balance under the New Pension Plm An, t °f emP]°yee's then current 
after completing five years of se^e with t^cZ^P " T ̂  ̂  °r ^ ̂  
participant's pension benefit under either the Pri„ P ^ Purposes of calculating a 
annual compensation is currently limS to $150 0m 2™ the Pe™°" ^ 
living increases, pursuant to the Internal Reven ' p'j f t0 adjustment to reflect cost of 

nal Pevenue Code of 1986, as amended (the "Code") 

The Digital Equipment Corporation Restoration P • m ,0 
adopted effective as of May 1, 1992 (amended a n d  T , ( Restoration Plan ), 
tion Cash Account Pension Restoration Plan effective™"!xl 2*' Equipment CorP°f 
Corporation's employees for reductions in the benefit I F Ma^ch E 1996)> compensates the 2=ar 
provides additional retire™, compensation e^Jto^he diffetncXleet ItaS-
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participant would receive under either Pension Plan without the legislative and regulatory 
limitations and the benefit actually payable to the participant under either Pension Plan. 

Estimated annual retirement benefits payable as a straight life annuity under the New 
Pension Plan and Restoration Plan at age 65 based on projected compensation and continued 
employment for the following individuals would be: Mr. Palmer, $181,000; Mr. Claflin, $86,000; 
Mr. Copperman, $69,000; Mr. Rando, $269,000; and Mr. Strecker, $198,000. 

In addition, the Corporation has a Savings and Investment Plan ("SAVE Plan") which 
allows eligible U.S. employees to defer up to 14% (15% as of July 1, 1997) of their eligible 
compensation on a tax-deferred basis into a tax exempt trust pursuant to rules set forth in the 
Code. The Corporation makes a matching contribution to the trust for the benefit of each 
participant in the SAVE Plan at a rate equal to the lesser of (a) 331/3% of such employee's 
contributions or (b) 2% of such employee's annual eligible compensation (subject to Code 
limitations). The employee accounts are invested by the plan trustee in up to nine investment 
alternatives (which increased to ten on July 1, 1997), as directed by the employee. Annual 
employee pre-tax deferrals are currently limited to $9,500 for the 1997 calendar year. 

The Digital Equipment Corporation SAVE Restoration Plan was adopted effective July 1, 
1995. The SAVE Restoration Plan, which is a non-qualified plan under the Code and is 
unfunded, allows any SAVE Plan participant whose annual eligible compensation is at least 
$150,000 (subject to adjustment to reflect cost of living increases) and who defers the 
maximum amount of his or her eligible compensation under the SAVE Plan for the year, to 
receive a credit equal to 2% of the amount by which such employee's eligible compensation for 
that year exceeds $150,000 (as adjusted), resulting in a total matching contribution equal to 
what would have otherwise been provided under the SAVE Plan but for legislative and 
regulatory limitations. See "Summary Compensation Table." 

Deferred Compensation Plan for Executives 
Executive officers may defer all or any part of their Executive Incentive Plan ("EIP") 

award pursuant to the Deferred Compensation Plan for Executives (the "Executive Plan"). 
Under the Executive Plan, participants may elect to defer all or a portion of their EIP award in 
the form of cash, with an interest rate related to the ten-year U.S. Government Rate, or in the 
form of units, the value of each unit initially being equal to the average fair market value of 
one share of the Common Stock of the Corporation on the ten trading days preceding the date 
the amount being deferred would otherwise be payable. The Executive Plan also provides that 
amounts deferred under the plan, whether in the form of cash or units, will be paid out in cash 
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a ter a deferral period of at least three years. Participants may elect that amounts so deferred 
be paid out in a lump sum or in up to fifteen annual installments. Payment of amounts deferred 
under the Executive Plan commences in January of the year following the last year of the 
deferral period. 

Employment Arrangements 

In connection with his offer of employment in October 1995, the Corporation (i) agreed 
" salary of $350,000 a year, which has subsequently been increased to 

S500000 in' ^cognition of his assumption of additional responsibilities; (ii) awarded 
tl f "r'-nw ,S„eS ° restr 'cted Common Stock with restrictions on disposition lapsing at 

e rate of 40%. 30% and 30% on each anniversary of his date of hire; (iii) agreed to make 
cer ain cash payments to Mr Claflin as reimbursement for the loss of a cash bonus from his 
ormer emp oyer, (iv) awarded Mr. Claflin a non-qualified stock option to purchase 75,000 

s lares of the Corporation s Common Stock, vesting ratably over three years, at an exercise 
p ice equal to the fair market value of the Corporation's Common Stock on the date of grant; 
and (v agreed to indemnify Mr. Claflin for liabilities and expenses incurred by him in 
connection with action by his former employer relating to the exercise by Mr. Claflin of 

agreed that Tb Px"rC^S* St°ck °f  ̂  f°rmer emP'oyer. In addition, the Corporation 
two , ry eT S emP loyment is terminated without cause within the first 
ti ' ea ' S ° 'S emP °>ment with the Corporation, he would receive an amount equal to his 
then current annual base salary. 
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Stock Price Performance Graph 
The following graph compares the five-year return for the Corporation s Common Stock 

against the Standard & Poor's ("S&P ) 500 Stock Index and the S&P Computer Systems Index. 
The graph assumes $100 was invested on June 27,1992 in the Corporation s Common Stock and 
$100 was invested at that time in each of the S&P indexes. The comparative data assumes that 
all dividends, if any, were reinvested. 

Comparison of Five Year Cumulative Total Return 
Digital Equipment Corporation, S&P 500, and S&P Computer Systems 
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COMPENSATION AND MANAGEMENT DEVELOPMENT COMMITTEE 
REPORT ON EXECUTIVE COMPENSATION 

The Compensation and Management Development Committee (the "Committee") of the 
Board of Directors is comprised of three independent non-employee directors. The Commit
tee is responsible for approving executive officer compensation and for administering the cash 
incentive and equity participation plans that govern the variable compensation paid to senior 
management of the Corporation. The following report describes the Corporation's executive 
compensation practices and the actions of the Committee regarding compensation paid to 
executive officers for fiscal year 1997. 

The Corporation's executive compensation programs are designed to link the level of 
executive compensation to corporate, organizational and individual performance, and to 
variations in shareholder value. In addition, these programs are intended to motivate execu
tives to improve the Corporation s financial performance and to make executives accountable 
for the performance of the business units or functions for which they are responsible. It is also 
a goal of these programs to attract and retain talented executives, which the Committee 
believes can be particularly challenging during periods of transition in the Corporation and 
volatility in the information technology industry. The Corporation's compensation philosophy 
provides that variable short and long-term incentive compensation, particularly stock options, 
will constitute a significant portion of executive compensation. 

The Committee s compensation decisions and awards for fiscal year 1997 generally were 
weighted toward vehicles which would provide incentives for executives to improve the 
Corporation s financial performance and link the level of executive compensation to variations 
in shareholder value. As in past years, the Committee reviewed the total compensation of the 
named executive officers and those other executive officers who report directly to Mr. Palmer 
ielative to the compensation of executives of other large and competitor companies, including 
companies in the Standard & Poor s Computer Systems Index, others in the Corporation s 
industry and select cross-industry "Fortune 100" companies, all of which are referred to in this 
Report as the Comparison Group. The Committee also reviewed each executive officers 
performance and the performance of the division, business unit or function for which such 
officer was responsible. 

The Corporation's standard executive compensation program consists of three major 
elements: base salary, short-term cash incentives and long-term incentives principally in the 
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form of stock options. The Committee combines these elements to address the following 

objectives: 

• attract and retain talented executives by paying them a competitive base salary; 

. reward targeted and superior corporate, organizational and individual performance 
through cash incentives; 

. motivate and encourage performance that increases shareholder value and contrib
utes to the future success of the Corporation through grants of stock options and, 
when appropriate, awards of restricted stock. 

Base Salaries Base salary levels are determined relative to external market and Compari
son Group Practices, the internal scope and impact of the job and the overall performance of 
the Corporation. The Corporation strives to set base salary levels at the competitive media 
attract and retain key talent and from time to time adjusts the salaries of executive officers to 

achieve these objectives. 

Each of the executive officers received a salary increase during fiscal year 1997. These 
salary increases were made in recognition of the assumptiori by such officer of^ignffican 
additional responsibilities and/or in order to bring such officers salary in line with 
competitive salary range for his position. 

Cash Incentives The purpose of the Corporation's Executive Incentive Plan is to 
motivl and reward key employee, including executive officers Jo,-corpora,, orga—1 
and individual performance for any given year. The program for fiscal yea : 

participant, including all executive officers with an opportunity o 
the Corporation's achievement of certain financial objectives related to. net net>m«i.^to 
participants affiliated with the Corporation s divisions and business un ts, pc y 

V f ga tarcrpts established for the applicable division or business unit related to ment of performance targets estaonsnea 11 . , , r c j. „ „J:,,cimpnt based on 
net income and cash flow. The program also provided for funding adjustment based 
participants' contributions to the achievement of corporate strategic objectives. 

While the Corporation did not achieve the targeted level of corporate profitability 
certain divisions and business uni.s did achieve their performance f°r *e ^Lie 
determining the level of payout for executive officer, he Commdte, consid. ̂  mult.pl. 
factors, including non-financial factors and achievement of strateg J 
achievement of stated financial objectives. 
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CornorIt n Participation Plam Stock °Ptions continue to be a major component of the 
~7S compensatlon st[ategy because^this compensation vehicle closelv aligns the 
ZcutillofTTS thOSe 0f Stockholders- S«><* options are periodical! v granted to 
succes of tfe ?S 1°" Sment of each officer's Potential to contribute to the future 
determin.nl th P° T " . ^7 \° ,practices °f comPanies in the Comparison Croup. In 

5126 T VSTVSCh6duleS °f th6Se grants' the Committee considered the 
don refines and T T " C°rp0rati°" and its senior management team as the Corpora
te" SanlTl T ^ ̂  3 »ew organizational structure and strives to 
ZrX a er Z lts artieulated compensation philosophy. 

^ yeamtHe C°rP°rati0» granted to all executive officers, 
eXfTn 0ffiCerS" n°n-^al'fied stock options at an exercise price 

the Icl les abm e T T St°C'k °" the date °f grant' T h e  op t ions  listed in 
the tables above carry a ten-year term, and become exercisable ratably over three years. 

key JmZvZsZcLlT tim6ft0 tim® Srants a^rds of restricted stock to attract and retain 
Certain executive offi " eXeC,U !!e ofbcers' or to recognize a key employee's contributions, 

am executive officers, including the named executive officers received restricted stock 

"? Th"Se 1™|S «»« "oHvSld rS!l 
1996 . V '"l| el"eilt ,he restructuring plan approved at the end of fiscal year 
1996 and to take concerted action to promote growth in key segments of the hnsiness 

Chief Executive Compensation. At the end of fiscal vear 1QQ7 vi o i . ,, 

ss lad tsrr 2 srsrinir i=* £ 
appropriate in order re krino w d i > i erermined that such an increase was 
rai^gelor his position In m k tV S ^ m°re in with the competitive salary 

s— 
toward variable and ectuity compensation!^ 

incentive opportLTty^elfThePlant^b^donAe athievem^o^ ^ "me 
target. As noted above the ComnraHem tvt t u cnievement of a corporate net income 
fiscal year 1997. The Committee acknowledged, hLev^V'hfrTaJmT" "r°!;,al>ili'y "'f 
the fiscal year, including his development and 
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structure and his leadership role in asserting and protecting the Corporation s intellectual 
property rights. In recognition of these accomplishments, the Committee awarded Mr. Palmer 
a cash incentive of $100,000, as reflected in the Summary Compensation Table above. 

In August 1997, the Committee granted to Mr. Palmer a non-qualified stock option to 
purchase a total of 185,000 shares of the Corporation's Common Stock, at an exercise price 
equal to the fair market value of the Common Stock on the date of grant. The option carries a 
term of ten years and is exercisable ratably over three years. In determining the size and 
vesting schedule of Mr. Palmer's stock option grant, the Committee considered Mr. Palmer's 
previously noted accomplishments, the challenges facing the chief executive officer of a 
dynamic information technology company and the practices of companies in the Comparison 
Group. 

The Committee periodically reviews Mr. Palmer's total compensation, as well as the 
components thereof, with an outside compensation consultant. The Committee believes that 
Mr. Palmer's total compensation is appropriate, taking into account the significance of his 
responsibilities, the performance of the Corporation and the compensation of chief executive 
officers of companies within the Comparison Group. 

Compensation Deductibility. The Committee has reviewed the potential consequences 
for the Corporation of Internal Revenue Code section 162(m), which imposes a limit on tax 
deductions for annual compensation in excess of one million dollars paid to any of the five 
most highly compensated executive officers of a corporation. This provision excludes certain 
forms of "performance-based compensation" from the compensation taken into account for 
purposes of that limit, such as the value of stock options and restricted stock awards granted 
under the Corporation's 1990 and 1995 Equity Plans. Payments under the Corporation's 
Executive Incentive Plan are not so excluded. Section 162(m) essentially had no impact on the 
Corporation's consolidated results of operations for fiscal year 1997. The Committee will 
continue to monitor the impact of this provision on the Corporation. 

Compensation and Management Development Committee. 

Thomas L. Phillips, Chairman 
Thomas P. Gerrity 
Delbert C. Staley 
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PROPOSAL TO AMEND THE 1968 EMPLOYEE STOCK PURCHASE PI AN 
TO INCREASE THE NUMRER OF SHARES AVAILABLE FOR ISSUANCE 

Plan^theTmnlovefpi thABrrd °f Dire.Ctors amended the 1968 Employee Stock Purchase 
shares The amendme ^11 j ° "1Crea:Le the number of shares subject thereto bv 3,900.000 
L ^'se i sZe H TJ T, UP°" appr°Val b>' th' stockholders. This Corporat,°"t0 continue op-ati-E'-pl°-

EmpW^Tam °f DireCt°rS reC°mmends a vote F°« approving the amendment to the 

Description of the 1968 Employee Stock Purchase Plan 

substantially all empires the°Cornor rt'' Stoc!jchol<:,ers ad°Pted thp Employee Plan for 
directors of the Corporation <;• i ' °r u 'tS Part'ciPating subsidiaries, other than 
W Seen ~ 
::^::;r^t«,;par,icip* -,he E-'°- —S SS 

StocSeTMrly fc" TlT' *!75~ °f ,he CotPonflon'. Common 

^ p*r .sss 
of the fan marUalutf t 
Payment Period, whichever is lower. applicable six-month 

.n.e»^°Thaa"C"„:kL\rin® T"" Pla"' »«»"W "•« »» 
Slock be offered Tder the Plan or eb^Tb' "T^r "» nUmbw <* »f Common 
the Plan. "" change ,he class »f employees eligible to participate in 

Cô atVtŜ ZS u'nTer'tt '7' M"7' "" »̂ d °<«oers of the 
and Mr. Cop^rman M'' «*«. U« *-

employees as a group (excluding current and named e*e7t?„r„ffi7°'''i; *'7fi0 .shares; an<l *' 
officers who are not executive officers), 2,584,929 shares including current 
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At August 1, 1997, 44,387,447 shares had been purchased by employees under the 
Employee Plan and 4,412,553 shares remained available. 

Tax Aspects under the U.S. Internal Revenue Code 

Generally, the following tax consequences under the United States Internal Revenue 
Code of 1986, as amended (the "Code"), are applicable to shares purchased under the 
Employee Plan: 

1. No taxable income will be realized by the employee at the time of the purchase of 
the shares. 

2. If the employee disposes of the shares two years or more after the date of the 
beginning of the Payment Period when the employee acquired the shares, then the 
employee at that time will recognize as taxable compensation income an amount equal to 
the lesser of: 

(a) the excess of the fair market value of the shares on the date of such 
disposition over the price at which the shares were purchased, or 

(b) 15% of the fair market value of the shares at the beginning of the Payment 
Period. 

In addition, the employee may recognize a long-term capital gain or loss in an amount 
equal to the difference between the amount realized upon the sale of the shares and the 
basis of the shares (i.e., the purchase price plus the amount, if any, taxed as compensation 
income). 

3. If the employee disposes of the shares within two years after the date of the 
beginning of the Payment Period when the employee acquired the shares, the employee 
at that time will recognize taxable compensation income equal to the fair market value of 
the shares on the date of purchase (the last business day of the applicable Payment 
Period) less the amount paid for the shares. In addition, the employee will recognize a 
capital gain or loss in an amount equal to the difference between the amount realized 
upon the sale of the shares and the basis of the shares (i.e., in this case, the purchase price 
plus the amount taxed as compensation income). If the employee holds the shares for 
more than one year, this gain or loss will be a long-term capital gain or loss and subject to 
a capital gains tax rate. If the shares are held for more than 18 months, the capital gains tax 
rate is reduced further. 
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4. The Corporation w.ll be entitled to a deduction for federal income tax purposes in 
an amount equal to the amount which is considered ordinary compensation income if the 
whpl jiT P?SCS ° S' Tu W1!hln tW° years of t,ie beginning of the Payment Period 
when the employee acquired the shares. 

INTERNATIONAL EMPLOYEE STOCK PURCHASE 
PLAN TO INCREASE THE NUMBER OF SHARES AVAILABLE FOR ISSUANCE 

Stock> Purchase Pi" °f EJireCt0rs amended the 1981 International Employee 
thereto^ iZnoo" h J?*™*0?'1 ^ f° increas' the "Shares subject 
stockholders TV 65' a"iendment wi" become effective only upon approval by the 
Sfc r™" TTp,'" r T ^ necded t0 Cnable the Corporation to continue 
operating the International Plan for the benefit of eligible employees. 

Internationaflffanf D"eC,0rS reC°n"""ds • ^OR approving the amendment ,0 .he 

Description of the 1981 International Employee Stock Purchase Plan 

adop'to of 'he?"°?hoMers »d°P'«d 'he International Plan. Since 

lesnLT .yripl'^tri „'ar":™ f-
part.cipate ... the International Plan, and approximately 11,300 

described^abot0 The' 1« "• !,lsl"U' «™e ax the Employee Plan 

fhStt̂  internal,onal Plan ,s not intended to be a tax-qualified plan under the Code. 

amen™m« M " T* "" »™lded "'»< 
Stock to be offered under the Plan or k T**f "'e "™b« »f »h«rea of Com.no. 
the Plan. *• class •*employees eligible to participate in 

During the period June 30, 1996 through Tune 9 R  1QQ7 rr» J  

shares under the International Plan and all employes asaZouoTl dPurcbaSeJ 
named executive officers but including current officers who are Cl"'re"t 

purchased a total of 1,855,717 shares under the International Plan " CXeCUtlVe °ffi } 

28 



At August 1, 1997, 13,251,415 shares had been purchased under the International Plan and 
2,848,585 shares remained available. 

Employees participating in the International Plan will be subject to taxation in accordance 
with the laws of the countries where they are resident or employed. Accordingly, the tax 
consequences applicable to employees will vary depending on the country. Because the 
International Plan is not a U.S. tax-qualified plan, employees of participating foreign subsidiar
ies who are U.S. citizens or resident aliens also recognize taxable compensation income under 
the Code, but may be entitled, with certain limitations, to a U.S. foreign tax credit equal to the 
taxes paid to foreign countries in respect of the shares. 

RATIFICATION OF SELECTION OF AUDITORS 

The Audit Committee of the Board of Directors has selected the firm of Coopers & 
Lybrand L.L.P., independent accountants, to serve as auditors for the fiscal year ending 
June 27, 1998, subject to ratification by the stockholders. Coopers & Lybrand L.L.P. has served 
as the Corporation's auditors since the organization of the Corporation. The Board of 
Directors recommends a vote FOR ratification of this selection. It is expected that a member of 
the firm of Coopers & Lybrand L.L.P. will be present at the Meeting, will have an opportunity 
to make a statement if so desired and will be available to respond to appropriate questions. 

STOCKHOLDER PROPOSALS 

1. Stockholder Proposal Regarding the Election of Directors by Classes 

Kenneth Steiner, 14 Stoner Avenue, Great Neck, New York, 11021, the holder of 
150 shares of Common Stock, has notified the Corporation of his intention to introduce the 
proposal set forth below for consideration and action by the stockholders at the Annual 
Meeting. Mr. Steiner's proposed resolution and supporting statement, for which the Board of 
Directors and the Corporation accept no responsibility, are set forth below. The Board of 
Directors opposes this proposal for the reasons stated after such proposal. 

Eliminate Classified Board of Directors Resolution 

"RESOLVED, that the stockholders of the company request that the Board of Directors 
take the necessary steps, in accordance with state law, to declassify the Board of Directors so 
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that all directors are elected annually, such declassification to be effected in , manner that 
does not affect the unexpired terms of directors previously elected." 

Supporting Statement 

governjHice6 policies hoM " •• Mnenc. corporate 
policies. 1 believe that the °f "l"56 

Board being *c,ed - »"> •-«<« «•» * st:y pi 
threê LB°?ms°̂ DwSr,ta theCrPany ' W <**>«* 
incumbency of the current Board and /i'"'1'''''' s c ossified Board of Directors maintains the 
management's accountability to stockholders0'" ° """"" n,anagemm'' whlch <um llml,s 

Boar<l would re"'"re K»h "«» to 

the performance of the Board mil f l i ^ a" °PPortun^y t° register their views on 
of th". best »>< this is one 
manner that is in the best interests of the stockholders ComPanV will be managed in a 

A classified board might also be seen as an ;•» i-
company's stock at a premium price. With the inabiHtv t^ \° * P°te.ntial takeover of the 

one annual meeting, an outside suitor might be reluctant t lT " m^°nty °f the board at 
eluctant to make an offer in the first place. 

concerns bytmptt ttfT "'f ? 1 

directors could leave companies without experience""* I 'dbector """"t'l' e'<'C'i0"| "f *. 

dissatisfaction with the incumbent directors»<TrellMU~^d S,Ockh0lder 

I URGE YOUR SUPPORT. VOTE FOR THIS RESOLUTION. 

for «£!,"f̂ ™ 'h- 'he stockholders vote AGAINST this proposal 

In 1990, pursuant to legislation enacted in Massachusetts: tL n a r r , 
Corporation was classified into three classes of directors t^k of Directors of the 

ectors, with the terms of office of the 
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respective classes expiring in successive years. This legislation, entitled "An Act to Provide 
Protection to Massachusetts Corporations" (the "Act"), provides that publicly-held corpora
tions organized under Massachusetts law are required to have a classified board of directors 
consisting of three classes as nearly equal in size as possible. The stated purpose of this 
legislation is to provide protection to Massachusetts corporations, including their stockholders, 
employees, suppliers and customers and the communities in which the corporations facilities 
are located. 

The Board of Directors believes that its classified Board serves the Corporation and its 
stockholders well and is consistent with the public policy articulated by the Commonwealth of 
Massachusetts, the state in which the Corporation is organized. The Board does not believe 
that directors elected for staggered terms are any less accountable to stockholders than they 
would be if elected annually, since the same standards of performance apply regardless of the 
term of service. Moreover, it believes that a classified board enhances the likelihood of 
continuity and stability in the conduct of Board business since generally two-thirds of the 
directors will have had prior experience and familiarity with the business of the Corporation. 
The Board believes that this contributes to more effective long-term strategic planning. 

The classified Board is intended to encourage persons who may seek to acquire control of 
the Corporation to initiate such action through negotiations with the Board. At least two 
meetings of stockholders generally would be required to replace a majority of the Board. By 
reducing the threat of an abrupt change in the composition of the entire Board, classification 
of directors would give the Board sufficient time to review any takeover proposal, study 
appropriate alternatives and achieve the best result for stockholders. The Board believes that 
although a classified Board enhances the ability to negotiate favorable terms with a proponent 
of an unsolicited proposal, it does not necessarily discourage takeover offers. 

The Act provides that a corporation may elect to be exempt from its classified Board 
provisions by a vote of the directors, or by a vote of the holders of two-thirds of the 
outstanding voting stock. Therefore, the adoption of this proposal would not in itself eliminate 
the classified Board, but would only amount to an advisory recommendation to the Board that 
it take the necessary steps to achieve that outcome. 

The Board recognizes that an essentially identical proposal was submitted by the 
proponent in 1995. Although the proposal received the affirmative vote of a majority of the 
votes cast, it received the affirmative vote of only 38.2% of the then outstanding shares of 
common stock. The Board continues to believe that its classified Board of Directors is in the 
best interests of the Corporation and its stockholders. 
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For the reasons stated above, the Board of Directors recommends a vote AGAINST this 
proposal. 

2. Stockholder Proposal Regarding Redemption of Stockholder Rights Plan 

Glenn Freedman, 2 Spruce Street, Great Neck, New York, 11021, the owner of 150 shares 
of Common Stock, has notified the Corporation of his intention to introduce the proposal set 
forth below for consideration and action by the stockholders at the Annual Meeting. 
Mr. Freedman's proposed resolution and supporting statement, for which the Board of 
Directors and the Corporation accept no responsibility, are set forth below. The Board of 
Directors opposes this proposal for the reasons stated below. 

Poison Pill Resolution 

RESOLVED, that the shareholders recommend that our Board of Directors at the earliest 
practical date, redeem or submit to a binding shareholder vote the corporation's "poison pill" 
share purchase rights plan. 

Supporting Statement 

The board of directors, unilaterally and without shareholder participation or approval, 
adopted a share purchase rights plan, more commonly known as a "poison pill." After carefully 
studying this issue I have come to the conclusion that this Plan is detrimental to shareholders 
and should either be dismantled or put to a binding shareholder vote on its continued use. 

From my homework on this issue, Eve learned that poison pills may serve to harm 
shareholder value and entrench current management by deterring stock acquisition offers that 
are not favored by the board of directors. In my view management's failure to seek the input 
and approval of the company s owners on an action of such critical importance indicates that 
management is placing its interests above those of the shareholders 

I  I J ™6.860^65 a"d ExchanSe Commission has stated: "Tender offers can benefit share
holders by offering them an opportunity to sell their shares at a premium and by guarding 
against management entrenchment. However, because poison pills are intended to deter non-
negotiated tender offers, and because they have this potential effect without shareholder 
consent poison pill plans can effectively prevent shareholders from even considering the 
men s of a takeover that is opposed by the board." (SEC Release No. 34-23486 [July 3b 
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Beyond the effect of poison pills on specific acquisition offers, however, I am convinced 
that the company's adoption of the Plan significantly reduces management's accountability to 
shareholders. Acquisition offers aside, the poison pill may simply relieve management irom the 
task of striving for maximum shareholder value. 

Again I strongly feel that adoption of the Plan without shareholder consent was contrary 
to the long-term interests of all shareholders and offensive to the concepts of management 
accountability and corporate democracy. I urge you to vote for this proposal which recom
mends that the board redeem the Plan or submit it for shareholder approval. 

The Board of Directors recommends that the stockholders vote AGAINST this proposal 

for the following reasons: 

In 1989. the Board of Directors adopted a Stockholder Rights Plan (the Rights Plan ) 
pursuant to which the Corporation authorized the distribution of one Common Stock Purchase 
Right ("Right") for each share of outstanding;common stock. The Board adopted the Rights 
Plan to guard against potential abuses during the takeover process and to ensure that all of the 
Corporation's stockholders are treated fairly and equally in the event of an unsolicited 
takeover of the Corporation. 

The Board continues to believe, as it did when the Rights Plan was first adopted that in 
the event of an unsolicited offer for control of the Corporation, the Rights Plan will allow lie 
Board adequate time and flexibility to evaluate the adequacy of a potential offer to t eveop 
alternatives which may better maximize stockholder value and to negotiate the hig es 
possible price from a potential acquiror. Contrary to the proponent s assertions, the Rights 
Plan does not prevent unsolicited offers from occurring, nor prevent an acquisition at a price 
that is fair and equitable for all stockholders. Instead, the Rights P an encourages a potential 
bidder to negotiate in good faith with the Board of Directors which is in the best posrhon to 
negotiate on behalf of all stockholders. Under the terms of the Rights Plan, the Boaid may 
redeem the Rights to facilitate an acquisition that it determines, in the exercise of its fiduciary 
responsibilities, adequately reflects the value of the Corporation and is in the best interests of 

all stockholders. 
A number of companies with stockholder rights plans similar to the Rights Plan have 

received unsolicited takeover offers, and their boards have redeemed Ihe.r rights after 
determining that the negotiated price adequately reflected the value of the company and that 
the acquisition was i0 I best interests of all stockholders. In fact, two independent studies^ 
one conducted in 1988 by Georgeson ft Company, a nationally recognized proxy solicitation 
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and investor relations firm, and the other conducted in 1993 and confirmed in 1995 by Robert 
Comment and G. William Schwert of the Bradley Policy Research Center, University of 
Rochester, found that companies with rights plans received higher takeover premiums than 
those companies without rights plans. 

The Board believes the proponent's assertions that the Rights Plan reduces the accounta
bility of management to the stockholders and relieves management from the task of striving for 
maximum stockholder value are unfounded. In deciding to adopt the Rights Plan, the 
Corporation s Board of Directors considered its fiduciary responsibilities carefully, sought and 
carefully weighed information and advice from experienced, independent legal and financial 
advisors, and drew on its collective experience with many other companies and its extensive 
knowledge of the Corporation's own business and circumstances. The Board continues to 
believe, as it did when the Rights Plan was adopted, that the Rights Plan is in the best interests 
of the Corporation and its stockholders in that it represents a reasonable and appropriate 
means of addressing and protecting against potentially abusive and coercive tactics associated 
with unsolicited takeover attempts. 

For the reasons stated above, the Board of Directors recommends a vote AGAINST this 
proposal. 

3. Stockholder Proposal Regarding the Engagement of an Investment Banker to Explore 
Alternatives to Enhance the Value of the Corporation 

Wdliam Steiner, 4 Radcliff Drive, Great Neck, New York, 11024, the owner of 100 shares of 
Common Stock, has notified the Corporation of his intention to introduce the proposal set 
orth below for consideration and action by the stockholders at the Annual Meeting. 

Mr. Steiner's proposed resolution and supporting statement, for which the Board of Directors 
and the Corporation accept no responsibility, are set forth below. The Board of Directors 
opposes this proposal for the reasons stated after such proposal. 

Sale or Merger of Company 

Resolved: that the shareholders of the Company recommend and deem it desirable and in 
their best interest that the board of directors immediately engage the services of a nationally 
recognized investment banker to explore all alternatives to enhance the value of the Company. 
These alternatives should include, but not be limited to, the possible sale, merger or other 
transaction involving the Company. A specific view should be taken towards determining 
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whether a sale to the highest bidder would be appropriate. The company should issue a report 
to shareholders within 1 year. 

Supporting Statement 

Iu support of the above resolution, the proponent believes that in view of the unacceptable 
performance of the Company over the past five years, the deplorable stock price, and in my 
opinion, ineffective management, the board of directors should take immediate action to 
engage the services of an investment banker to explore all alternatives to enhance the value of 
the Company which should include actively exploring an outright sale. 

Nell Minow, a highly acclaimed corporate governance specialist, and principal of the LENS 
Fund, which specializes in increasing the value of under-performing companies, has stated: 

"Companies can only justify asking investors to take the risk of investing in equities 
by delivering a competitive rate of return on the invested capital. When a company s 
management and board cannot meet that goal, they owe it to their investors to submit 
themselves to an independent evaluation by an outside firm, to insure that all options 
are objectively evaluated. 
If a company's performance lags over a sustained period, it is time for the sharehold
ers to send a message of no confidence to the board, reminding them that they have 
to hold management — and themselves — to a higher standard. 

I am a member of the Investors Rights Association of America and it is my opinion that the 
value of the Company can be enhanced if the above resolution is carried out and e 
shareholders would at long last be able to salvage meaningful monetary rewards for their 

patience and long suffering. 

I URGE YOUR SUPPORT. VOTE FOR THIS RESOLUTION. 

The Board of Directors recommends that the stockholders vote AGAINST this proposal 

for the following reasons: 
The Board of Directors is cognizant of its fiduciary responsibilities and strives to discharge 

these responsibilities in a manner which the Board believes is in the best interests of the 
Corporation and its stockholders. The Board periodically reviews with management the 
Corporation's strategic and business plans. The Board with input from management as 
appropriate also regularly evaluates actions that may be taken to maximize shareholder va u . 
To assist the Board in this regard, the Corporation maintains relationships with nationally 
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recognized investment banking firms and periodically seeks input from such firms and other 
advisors. 

The Board believes that the Corporation can more effectively consider, and implement as 
appropriate the suggestions of its external advisors when this process is conducted confiden
tially. In this way, ideas can be developed and debated without the fear of rumors or 
uninformed public discussion that could harmfully restrict the Board's options or disrupt the 
public market for the Corporation's stock. A published report of the sort suggested by the 
proponent would, in the Board's view, create uncertainty with customers, suppliers and 
employees, as well as stockholders, which could inhibit the Corporation's efforts to pursue 
successfully its strategic plan. 

Accordingly, the Board of Directors does not believe that it is in the best interests of the 
Corporation or its stockholders to engage an investment banking firm at this time for the 
specific purpose of preparing a report to stockholders on alternatives to enhance the value of 
the Corporation, including a sale or merger of the Corporation. 

For the reasons stated above, the Board of Directors recommends a vote AGAINST this 
proposal. 

4. Stockholder Proposal Regarding Separating Offices of President and Chairman 

The CWA/ITU Negotiated Pension Plan (the "Fund"), P.O. Box 2380, Colorado Springs, 
Colorado 80901. the owner of 48,000 shares of Common Stock, has notified the Corporation of 
'ts intention to introduce the proposal set forth below for consideration and action by the 
stockholders at the Annual Meeting. The Fund's proposed resolution and supporting state
ment, tor which the Board of Directors and the Corporation accept no responsibility, are set 
oi tli below. The Board of Directors opposes this proposal for the reasons stated after such 

proposal. 

Shareholder Proposal 

Resolved that the shareholders request the Board of Directors of Digital Equipment 
orporation ("DEC") to amend the By-Laws to require that the President and the Chairman 

ot the Board shall not be the same person. 
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Statement of Support 

The offices of Chairman of the Board, and President and Chief Executive Officer, are 
currently vested in the person of Robert B. Palmer. The CWA/ITU Negotiated Pension Plan 
believes that separation of these positions would be an important step toward improved 
corporate governance. 

The two positions have distinct duties. The President is the Chief Executive Officer of 
DEC and, as such is responsible for the supervision and control of its business. In contrast, the 
Chairman of the Board is responsible for running the Board of Directors, which is primarily 
responsible for overseeing the performance of the President and other management personnel. 

When the President is named as Chairman of the Board, the chief person to be overseen 
by the Board is placed in a position to control both the agenda of the Board and the flow of 
information that the Board receives. As a result, shareholders and financial analysts have a 
reduced degree of assurance that directors will be independent and effective, because there 
will be less assurance that directors will know when to ask questions, and what the right 
questions are. 

Moreover, this is a time when it appears imperative that the Board ask questions with a 
view toward correcting the Corporation's dismal performance. An indication of that dismal 
performance lies in the fact that the price of DEC stock has declined from a high of $76 per 
share in February of 1996 to a low of $25 per share in April of 1997 (Value Line, April 25, 
1997). 

In this context, the New York Times reported on April 18, 1997, that the DEC Alpha 
microprocessor "is widely acknowledged as the fastest chip among its peers," but "Digital has 
failed to translate that selling point into leadership [in sales]." In fact, according to Business 
Week (Apr. 28, 1997), the Alpha chip "ranks dead last in market share with less than 1% of the 
518 billion microprocessor market, v.s. Intel's 92%." 

Moreover, the New York Times article states that revenue from Alpha based products 
actually "declined 12 percent" during the third quarter at the same time that rival companies 
reported double-digit growth in . . . selling to virtually the same customer base." The article 

adds, "Analysts said that Digital suffered from weak marketing compared with competitors." 

The CWA/ITU Negotiated Pension Plan believes that a separation of the positions of 
Chairman and President could help DEC find answers to the salient questions that are raised in 
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the Business Week article: "How could a superior computer chip fail to catch on?" and why is 
the company blowing it? ' 

for the foNowing^reas(ors'0rS ret'0n""e"d! 'ha, ,he vote AGAINST this proposal 

are b«t feTifDjreC,or!^el^v<!s "»< <ha "f the Corporation and its stockholders 

and chiefExecu,ive offlcer serve "s 

The P^Ponent suggests that the independence of the Corporation's Board of Directors is 

theTarThe Bo TI ' 1* Ch?E*^ Officer also serve as Chairman of 
the Board. The Board does not believe this to be the case, particularly given that eight of the 

four commi11ees"ofTh °R 7°^ ̂  independent unaffiliated directors, and three of the 
N e oar<^ Compensation and Management Development ("CMDC") 
not^rtheCMDr''T are fCOmp,,ised entirelV °f independent, unaffiliated directors. As 
periodically the Oh! I l™*" Statement' the "dependent CMDC reviews 

S oPfTenchai™af ~°,her «""*• •>» 

CorporatlofwouMroi b7htbadViC^ Td C°UnSd 6aCh °UtSide DireCt0r contributes to the 
outside director^ a fi 11 e?hanCedby seParatl"g the office of Chairman and President. Each 
Sicltfons of^^the nloaTTnAm maj°r a"d P°bcy di^ussions. Contrary to the 
special oversight refnon tol't Corp°ratlon S bV-laws neither provide the Chairman with 
TeZht The bv laws s i T ° ™»uIate an ^utive Chairman from Board 
stockholders! ? Y ? ^ th* Chairman pr6SideS at meetin^ of the Board and 

time^attention of'aCh!^ ̂  CVi°ip°rafi0n a"d its stockholders have benefited from the full-
President and^ChefFxeT'nffi " u i a"d Chief Executive 0ffice, The rresiaent and Chief Executive Officer, as the sole emnlovee Dirertor ,c„„„ l j. pssesmssgM* 
about the Corporation and the information technology £„ n* very well-informed 
effectively hold management accountable. ' but ,hat " 
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Accordingly, the Board believes the existing structure supports the Board's exercise of its 
oversight responsibilities and does not compromise the independence of the Board of 
Directors. 

For the reasons stated above, the Board of Directors recommends a vote AGAINST this 
proposal. 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to 
soliciting stockholders through its regular employees, the Corporation will request banks and 
brokers to solicit customers of theirs who have shares of Common Stock of the Corporation 
registered in the name of a nominee. The Corporation will reimburse such banks and brokers 
for their reasonable out-of-pocket costs, at the rates suggested by the New York Stock 
Exchange. Solicitation by officers and employees of the Corporation may also be made of some 
stockholders in person, or by mail, telephone or facsimile, following the original solicitation. 
Georgeson & Company Inc. has been retained by the Corporation to assist with the solicitation 
of proxies at a cost to the Corporation estimated not to exceed $20,000. 

STOCKHOLDER PROPOSALS FOR NEXT ANNUAL MEETING 

Proposals of stockholders intended for inclusion in the proxy statement to be mailed to all 
stockholders entitled to vote at the 1998 Annual Meeting of Stockholders of the Corporation 
must be received at the Corporation's principal executive offices not later than May 21, 1998. 
In order to curtail controversy as to the date on which a proposal was received by the 
Corporation, proponents should submit their proposals by Certified Mail — Return Receipt 
Requested. 

September 18, 1997 
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FOR REFERENCE 
Do Not Take From This Room ,o n R A T T O N  

D I G x x ^  ^ ^ x c P O R A I l u r s  

146 Main Street 

Maynard, Massachusetts 01754 

NOTICE OF ANNUAL MEETING 

To the Stockholders of DIGITAL EQUIPMENT CORPORATION: 

Notice is hereby given that the Annual Meeting of Stockholder^^ 

s,ree'-Bosto"'Massaohuse,,s 02116 for 

the following purposes: 

1. To fix the number of and to elect a Board of Directors for the ensuing year. 

2. To consider and act upon a proposal to approve an amendment to the l968 Re^irt^d Stock 
Purchase Plan to increase the number of shares subject thereto from 600,000 to 850,000. 

3. To consider and act upon a proposal to approve an amendment to the QuaMed Stock Option 
Plan to increase the number of shares subject thereto from 525,000 to 725,000. 

4. To consider and act upon the matte, of ratifying the selection of the firm of Coopers A Lybrand 
as auditor for the fiscal year ending June 29,1974. 

5. To transact such other business as may properly come before the meeting. 

of bû ttXTemS h"S lared»rdVdlaBxehd *T!'board ô DhXmt pipose. 

DIGITAL EQUIPMENT CORPORATION By Order of the Board of Directors 
OQgPQRATE LIBRARY MWt 
Ml MAW 8T, MAYNARD, MA 01754 

EDWARD A. SCHWARTZ, Clerk 

September 24,1973 

JSSTJZS:i 
in the enclosed stamped envelope by return mail. 



DIGITAL EQUIPMENT CORPORATION 

1973 Annual Meeting 

PROXY STATEMENT 

Proxies in the form enclosed with this proxy statement are solicited by the management of 
Digital Equipment Corporation for use at the Annual Meeting of Stockholders to be held on October 
30, 1973, at 11:00 A.M., in the Dorothy Quincy Suite, John Hancock Building, 180 Berkeley Street, 
Boston, Massachusetts 02116. 

Only stockholders of record as of the close of business on September 14, 1973 will be entitled to 
vote at the meeting and any adjournment thereof. As of that date 11,837,034 shares of Common Stock 
of the Corporation were issued and outstanding. Each share outstanding as of the record date will be 
entitled to one vote, and stockholders may vote in person or by proxy. Execution of a proxy will not 
in any way affect a stockholder's right to attend the meeting and vote in person. Any stockholder 
giving a proxy has the right to revoke it at any time before it is exercised. 

The persons named as attorneys in the proxies are directors of the Corporation. All properly 
executed proxies returned in time to be cast at the meeting will be voted and, with respect to the 
election of a Board of Directors, will be voted as stated below under "Election of Directors". Where 
a choice has been specified on the proxy with respect to the proposed amendment to the 1968 Restricted 
Stock Purchase Plan, the proposed amendment to the Qualified Stock Option Plan or the ratification 
of the selection of the auditor, the shares represented by the proxy will be voted in accordance with 
the specification, and will be voted FOR if no specification is indicated. 

The management knows of no other matter to be presented at the meeting. If any other matter 
should be presented at the meeting upon which a vote properly may be taken, shares represented by 
all proxies received by the management will be voted with respect thereto in accordance with the 
judgment of the persons named as attorneys in the proxies. 

An Annual Report to Stockholders, containing financial statements for the fiscal year ended 
June 30, 1973, has been mailed concurrently with this proxy statement to all stockholders entitled to 
vote. 

ELECTION OF DIRECTORS 

The directors of the Corporation are elected annually and hold office until the next annual meet
ing and until their successors shall have been elected and shall have qualified. Shares represented by 
all proxies received by the management and not so marked as to withhold authority to vote for directors 
will be voted (unless one or more nominees are unable or unwilling to serve) for fixing the number 
of directors for the ensuing year at seven and for the election of the nominees named on the next 
page. The management knows of no reason why any such nominee should be unable or unwilling to 
serve, but if such should be the case, proxies will be voted for the election of some other person, or 
for fixing the number of directors at a lesser number. 



Nominee's Name 
and 

Year Nominee 
First Became 

Director 

KENNETH H. OLSEN 
1957 

VERNON R. ALDEN 
1959 

WILLIAM H. CONGLETON 
1957 

ARNAUD DE VITRY 
1957 

GEORGES F. DORIOT 
1972 

WILLIAM H. MCLEAN 
1967 

DOROTHY E. ROWE 
1962 

Positions Held 
With Digital 
Equipment 
Corporation 

President 
and 
Director 

Director 

Principal Occupation 
or Employment 

Shares of 
Common 

Stock 
Beneficially 
Owned at 

September 1, 
1973 

President, Digital Equipment Corporation 926,296(1) 

Director 

Director 

Director 

Director 

Director 

Chairman of the Roard, The Boston Com
pany, Inc. (managers of financial re
sources ) 

General Partner, The Palmer Organization 
(venture capital investments) 

Chairman of the Roard, Dunlop, S.A. 
France (manufacturers) 

Chairman of the Board, American Research 
and Development Corporation (venture 
capital investments), a subsidiary of Tex
tron Inc. 

President, Stevens Institute of Technology 
(education) 

Senior Vice President, Treasurer and Sec
retary, American Research and Develop
ment Corporation (venture capital invest
ments), a subsidiary of Textron Inc. 

33,175 

41,830 

142,850(2) 

8,883(3) 

674(4) 

36,195 

NOTE (1): The 926,296 shares are approximately 8% of the ISSUED „ J J 
At September 1, 1973 Stanley C. Olsen Kenneth H NI I T "8 COMMON STOCK" 
dent of the Corporation, owned beneficially 179 392 shares""/^ ' ̂  3 VICC PRCS1" 
poration, or app,™,e,y L5% of the iss„ed ^ outstodfag ^ ̂  

NOTE (2): These shares are held by a financial institution in a fid • 
Mr. de Vitry and members of his family. He disclaims"/'7 ??aClty for the benefit °f 
such shares. aisclaims beneficial ownership of 70,000 

NOTE (3): Includes 5,783 shares owned beneficially by Mr. Dnrim'c - c  , ,  
ficial ownership of said 5,783 shares. e' Mr. Doriot disclaims bene-

NOTE (4): Includes 374 shares owned by Mr. McLean's child 
ownership of said 374 shares. ren" " r' McLean disclaims beneficial 

REMUNERATION AND OTHER INFORMATION 
Information is set out below as to the direct remunerif 

year ended June 30, 1973 to each director and each of the ifi " ^ Corporation for the fiscal 
the three highest paid officers whose aggregate 



directors and °fers -a ̂  ™d -

Name of Individual Capacities in * . Estimated 

Jd.n„,Ac^ ""S.'SXf- » Benefits'upon 
Kenneth H. Olsen President and TV $ Remuneration Retirement(l) 

Stanley C. Olsen Vice Prlsident ! * 45"076 

Winston R. Hindle, Jr Vice President < !!!' $ 29|96S 

All Officers and Directors as a ® 29,935 
_Group^(15persons) ms87 ^ 

(1) These benefits are payable pursuant to the terms of the ComoroHnn'c P« • DI 

continuance in the employ of the Company ,, present salary levels until retirement at ag^et*! 

T1K following tabulation shows as to certain directors and officers and as to all 6' T A te. \sz 1 Vf £= « 
September 1, 1973. a unexercised options held as of 

K. H. c p XX7 „ A11 directors 
oisen nicn TT- A T anc* °fficers 

Common Stock "— Hmdle, Jr. as a Group" 

Granted June 30,1968 to date: 
Number of Shares None 3600() 

Average per share option price _ « r4fi tl' I 
Average per share market prices on dates ' $16.37 

of grant 
. , _ ~ $55-85 $59.76 $6192 

Exercised June 30, 1968 to date: 
Number of shares .... on nnn cnf. 
Aggregate option price of options ' 36'650 189>650 

. 6XerC1Sed $380,010 $161,500 $194,100 $1,491,805 
Aggregate market value of shares on date 

options exercised «WW#0 $2,246,125 J2.866.2W $16 158 429 
Sales June 30, 1968 to date: 

Number of shares ?9 4nn lonnn 
n . , 22>400 32,000 7,320 62 890 
Unexercised at September 1, 1973: 

Number of shares IVonp o turn x p™ 
Average per share option price _ ,Jg «£ 
In addition, during the period employees were granted ontions tor 678 ann ,i.„ 

pnee per share of $29,82. The forego,n/figures have ifeen adp.sS to XS l̂̂ lcTZ 
^c°gxcCwL$yy!pefsh,tSing ^ °f 'he C<"POri"i0"'S *»* - »» New York 

Kenneth H. Olsen is the only director included in the Group. 
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PROPOSAL TO APPROVE AMENDMENT TO 
1968 RESTRICTED STOCK PURCHASE PLAN 

Description of the 1968 Restricted Stock Purchase Plan 

In 1968 the Corporation adopted a Restricted Stock Purchase Plan (the "Restricted Plan"). This 
Plan was intended to provide a method whereby employees of the Corporation and its subsidiaries 
who are largely responsible for the management and growth of the business, and who are presently 
making and are expected to continue to make substantial contributions to the successful growth and 
development of the Corporation, may be offered incentives, in addition to those of current compensa
tion, future pensions and such stock options as they have been or may be granted, thereby advancing 
the interests of the Corporation and its stockholders. The basic means whereby this was intended to 
be accomplished was by the sale of the Corporation's Common Stock to key employees of the Corpora
tion and its subsidiaries at a price substantially below its market value, coupled with a prohibition 
against disposition of such stock and a requirement to resell such stock to the Corporation at its 
purchase pi ice, such prohibition and requirement of resale to lapse from time to time as to portions 
of the shares purchased as the employee's service continues. The Restricted Plan provides for the 
issuance of shares of Common Stock to such employees for any lawful consideration as determined 
by the Corporation's Board of Directors. 

Employees of the Coipoiation or of a subsidiary, including officers and consultants, who have 
not attained the age of 65 are eligible under the Restricted Plan. Directors are not eligible. Subject 
to the terms of the Restricted Plan, the Committee of the Board of Directors of the Corporation which 
administers and interprets the Restricted Plan has exclusive jurisdiction to select the employees to 
whom shares are sold, to determine the number of shares sold to any employee, the time or times 
when shares are to be sold and the prices at which shares are sold. Shares may be sold to the same 
employee on more than one occasion. 

At present a total of 600,000 shares (subject to adjustments for stock dividends and recapitalization) 
m the aggregate may be sold under the Restricted Plan but not more than 60,000 shares to any one 
employee. At September 1, 1973, options for 398,585 shares had been exercised, at purchase prices 
ranging from $4.00 to $1400 161,430 shares were subject to outstanding options at purchase prices 
ranging from «SL50 to $20251 per share with expiration dates ranging from November 11, 1973 to 
November 18, 1983 and 39 985 shares remained available for grant. Options may be granted to em
ployees under the Restricted Plan from time to time through December 31,1978, the termination date of 
the Plan. 

Shares purchased under the Restricted Plan may no, be sold or otherwise disposed of or pledged 

p - * 

f- •<> •"! ̂ riog 
the date of purchase; ail"Ual an»lversary date following 

(b)  The  obl igat ion  to  rese l l  shares  to  the  Corporat ion  (but  not  n ,  ,  t  , . c  

position or pledge, wUl lapse as any shares which have'no, 
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on the date on which an employee attains age 65, or on the date on which the employee retires 
with the consent of the Corporation, or on the date of the employee's death, or on the date the 
Corporation irrevocably waives the obligation, whichever is earlier; 

(c) The restriction against disposition or pledge of the shares referred to in (b) above will 
lapse at the time the shares would become "unrestricted" pursuant to the time schedule referred to 
in (a) above or such other date or time schedule established by the Corporation; 

( d )  T h e  p r i c e  t o  b e  p a i d  b y  t h e  C o r p o r a t i o n  f o r  s h a r e s  s u b j e c t  t o  t h e  o b l i g a t i o n  o f  r e s a l e  i s  
their purchase price; 

( e )  N o t w i t h s t a n d i n g  t h e  a b o v e ,  s h a r e s  p u r c h a s e d  u n d e r  t h e  R e s t r i c t e d  P l a n  m a y  b e  p l e d g e d  
to secure borrowing by an employee provided the amount of borrowing may not exceed such 
purchase price; 

( f )  N o t w i t h s t a n d i n g  t h e  a b o v e ,  s h a r e s  p u r c h a s e d  u n d e r  t h e  R e s t r i c t e d  P l a n  a r e  r e l e a s e d  
from all restrictions if the fair market value of such shares is 125% or less of the purchase price 
thereof; and ^ 

(S) obligation to resell to the Corporation the shares purchased under the Restricted 
Plan shall lapse if an employee shall have become obligated to sell shares to the Corporation and 
the Corporation shall not have exercised its right to purchase such shares within 40 days. Nothing, 
however, requires the Corporation to repurchase shares issued to employees under the Restricted 
Plan. 

As authorized in the Restricted Plan, the Stock Option Plan Committee recently established for 
certain options a different time schedule for the lapse of restrictions. The restrictions under such 
schedule will lapse on the anniversary dates following the date of grant of such options rather than the 
date of purchase. The Committee presently expects that most future options granted under the 
festricted Plan will have a similar time schedule for the lapsing of restrictions. 

The Board of Directors of the Corporation may terminate, modify or suspend the Restricted Plan 
provided no modification shall, without stockholder approval, increase the maximum number of shares 
which may be sold under the Restricted Plan in the aggregate (other than changes resulting from stock 
dividends or recapitalization) or to any one person or extend the period during which shares mav be 
issued under the Restricted Plan. 

Federal Income Tax Consequences 

A. Options Exercised Before May 1, 1970. Options granted under the Restricted Plan and exercised 
before May 1, 1970 under present federal income tax law and regulations generally will have the fol
lowing tax consequences: 

1. No taxable income was realized by the employee at the time the option was granted or 
exercised. 

2. The employee will realize taxable compensation income at such time as the restrictions on 
he shares lapse or the shares are disposed of by the employee in an arm's length transaction (whichever 

event first occurs), in an amount equal to the lesser of: 

( i )  t h e  d i f f e r e n c e  b e t w e e n  t h e  p u r c h a s e  p r i c e  a n d  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  s h a r e s  ( d e t e r 
mined without regard to the restrictions) at the time of purchase by the employee, or 

5 



(ii) the difference between the purchase price and the fair market value of the shares at the 
time of lapse of the restrictions or, in case of earlier disposition, the consideration received on 
disposition. 

3. The employee's basis for the shares will be their purchase price plus the amount taxed to him 
as compensation income. 

4. With certain possible exceptions, the Corporation will be entitled to a deduction for compensa
tion paid at the same time and in the same amount as compensation income is realized by employees. 

B. Options Exercised On And After May 1, 1970. Options granted under the Restricted Plan and 
exercised on and after May 1, 1970 are subject to the provisions of Section 83 of the Internal Revenue 
Code, as added by the Tax Reform Act of 1969. 

1. With certain exceptions specified in Section 83(i), options granted under the Restricted Plan 
and exercised on or after May 1, 1970 for shares which are not transferable or are subject to a substan
tial risk of forfeiture generally will have the following federal income tax consequences: 

(i) No taxable income will be realized by the employee at the time the option is granted or 
exercised, provided, however, the employee may, at his election, include in his gross income in the 
taxable year in which the option is exercised, the difference between the purchase price and the 
fair market value of the shares at the time of exercise (determined without regard to the restric
tions). In the event such an election is made, the employee will receive no deduction if the shares 
are later repurchased by the Corporation in accordance with the terms of the Restricted Plan. 

(ii) In the absence of the election mentioned in the preceding paragraph, the employee will 
realize taxable compensation income at such time as the employee's interest in the shares is 
transferable or is not subject to a substantial risk of forfeiture, whichever occurs earlier, in an 
amount equal to the difference between the purchase price and the fair market value of the'shares 

(iii) The employee's basis for the shares will be their purchase price, plus the amount taxed 

(iv) With certain possible exceptions, the Corporation will be entitled to a deduction for 
compensation paid in the same amount as compensation income realized by the employees. 

2. Options granted under the Restricted Plan and exercised for shares which are transferable or 
are not subject to a substantial risk of forfeiture generally will have the following federal income tax 

at such time. 

to him as compensation income. 

consequences: 

to mm as compensation income. 
the shares will be their purchase price, plus the amount taxed 
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The Proposed Amendment to the 1968 Restricted Stock Purchase Plan 

On August 20, 1973 the Board of Directors amended the Restricted Plan to increase the maximum 
number of shares available for issuance from 600,000 shares to 850,000 shares (subject to adjustments 
for stock dividends or recapitalization). The amendment will become effective only upon approval by 
stockholders representing a majority of the outstanding shares of Common Stock of the Company. 

, . 1'1h;Q^Sing P™;of the, Corporation's Common Stock on the New York Stock Exchange on Septem
ber 14,1973 was $92% per share. 

Information as to options granted under the Restricted Plan and under other plans to certain direc
tors and officers and to all officers and directors as a group is set forth above under the caption 
Remuneration and Other Information." 

J lie directors recommend a vote for adopting the amendment to the Restricted Plan. 

PROPOSAL TO APPROVE AMENDMENT TO 
QUALIFIED STOCK OPTION PLAN 

Description of Qualified Stock Option Plan 

In 1965 the Corporation adopted a Qualified Stock Option Plan which provides for the granting of 
options to purchase Common Stock of the Corporation to key employees of the Corporation. The 
purpose of adopting the Qualified Plan was to promote incentive on the part of key employees, to 
provide substantial inducement for them to remain with the Corporation or its subsidiaries and to 
serve as an attractive consideration in obtaining valuable new personnel. 

Under the Qualified Plan options can be granted only to key employees who, in the opinion 
or the Committee of the Board of Directors of the Corporation which administers and interprets 
the Qualified Plan, have important responsibilities with respect to the management, growth or protec
tion of the business of the Corporation or its related corporations. None of the present Directors of the 

orporation are eligible to receive options under the Plan. There is no minimum or maximum number 
of shares which can be optioned to any one person. 

The Qualified Plan provides that the purchase price per share of the stock covered by each option 
to be not less than 100% of the fair market value of the stock at the time of the granting of the option, 

the full option price being payable in cash upon any exercise of the option. Each option outstanding 
provides for a term of five years and that in the event of termination of employment of the optionee 
otherwise than by death or retirement, such option shall terminate. Options granted before October 27 
1970 become exercisable on a cumulative basis as to 50% of the shares covered by the option eighteen 
months after issuance and 100% after three years. Options granted after October 27, 1970 may be 
exercised as to 25% of the shares subject to the grant one year after grant date, 50% after two years, 
75% after three years and after four years may be exercised as to all shares subject to the grant. The 
°ption agreements provide that no option is exercisable while there is outstanding any previously 
granted option at a higher price. 

The Qualified Plan presently provides for granting of options for 525,000 shares of Common Stock 
At September 1, 1973, options for 259,368 shares had been exercised, 194,077 shares were subject to 
outstanding options at an average purchase price per share of $74.40 with expiration dates from April 
17, I974 to August 19, 1978, and 71,555 shares remained available for grant. Options may be granted to 
employees under the Qualified Plan from time to time through March 9, 1975, the termination date of 
me Plan. 
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The Board of Directors of the Corporation may terminate, modify or suspend the Qualified Plan 
provided no modification shall, without stockholder approval, increase the maximum number of shares 
subject thereto (other than changes resulting from stock dividends or recapitalizations), change the 
description of the class of employees entitled to receive options, or extend the period under which 
options may be granted. 

Federal Income Tax Consequences — Options granted under the Qualified Plan are intended to be 
"qualified stock options" under Section 422 of the Internal Revenue Code of 1954 as amended, and 
generally will have the following tax consequences: 

1. The employee does not recognize any income when the options are granted pursuant to the 
Qualified Plan. 

2. If shares of common stock purchased under an option granted pursuant to the Qualified Plan 
are not disposed of within the three-year period beginning the day after the day of transfer of the 
shares to him, then (1) no income shall be deemed to have resulted at the time of issue of such shares 
and (2) any income realized on the sale or taxable exchange of such shares will be treated as a long-
term capital gain. 

3. If shares of common stock purchased under an option granted pursuant to the Qualified Plan 
are disposed of within the three-year period, then (1) no income shall be deemed to have resulted at 
the time of issue of such shares, but upon such disposition (2) he will be considered to realize com
pensation, taxable as ordinary income, and in most instances in an amount equal to the lesser of (a) 
the difference between the fair market value on the date of exercise and the option price, or (b) the 
difference between the amount realized and the option price. 

The Code also provides an additional 10% tax on an amount equal to the excess of an individual's 
total items of tax preference for the taxable year over the sum of $30,000 plus his other income taxes 
(after certain adjustments) plus certain carryovers. Among the sundry items of tax preference are the 
amount by which the fair market value of the stock received upon exercise of the option exceeds the 
option price, and certain capital gains, including those arising upon sale or exchange of stock acquired 
by exercise of these options. 

If the three-year holding period is satisfied, the Corporation will not receive any deduction for 
federal income tax purposes with respect to the options or the stock issued pursuant thereto. If the 
three-year holding period is not satisfied, the Corporation may be entitled to a deduction in an amount 
equal to the amount which is considered ordinary income to the individual. 

The Proposed Amendment to the Qualified Stock Option Plan 

On August 20, 1973 the Board of Directors amended the Qualified Plan to increase the maximum 
number of shares available for issuance from 525,000 shares to 725,000 shares (subject to adjustments 
for stock dividends or recapitalization). The amendment will become effective only upon approval by 
stockholders representing a majority of the outstanding shares of Common Stock of the Company. 

The closing price of the Corporation's Common Stock on the New York Stock Exchange on 
September 14,1973 was $92% per share. 

Information as to options granted under the Qualified Plan and under other plans to certain 
directors and officers and to all officers and directors as a group is set forth above under the caution 
Remuneration and Other Information." 
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The directors recommend a vote for adopting the amendment to the Qualified Plan. 

Description of Other Plans 

In 1968 the Company adopted an Employee Stock Purchase Plan (the "Employee Plan") for 
substantially all employees of the Company and of its designated subsidiaries, other than directors, 
officers and highly compensated employees. At September 1, 1973 approximately 5,000 employees were 
eligible to participate in the Employee Plan. 

The Employee Plan authorizes the issuance of a maximum of 250,000 shares of Common Stock 
(subject to adjustment for stock dividends or recapitalization) pursuant to the exercise of nontransfer
able options granted to participating employees. 

Under the terms of the Employee Plan, the option price is an amount equal to 85% of the fair 
market value of the stock on the grant date or on the first business day six months preceding the grant 
date, whichever is lower. Options are granted twice yearly on December 1 and June 1 (or the next 
succeeding business day if either of such dates is not a business day). The options are exercisable 
through accumulation of payroll deductions after the expiration of six months from the date the option 
is granted. At September 1, 1973, 46,166 shares had been purchased by employees under the Employee 
Plan and 203,834 shares remained available. 

RATIFICATION OF SELECTION OF AUDITORS 

The Board of Directors has selected the firm of Coopers & Lybrand, independent public account
ants, to serve as auditors for the fiscal year ending June 29, 1974, such selection being subject to ratifica
tion by the stockholders in accordance with the Massachusetts Business Corporation Law. Formerly 
known as Lybrand, Ross Bros. & Montgomery, the firm, which has served as the Corporation's auditors 
since 1957, adopted their international name of Coopers & Lybrand in the United States on April 1, 
1973. 

The directors recommend a vote for ratification of this selection. 

Coopers & Lybrand have advised the Corporation that they do not have any direct financial interest 
or any material indirect financial interest in the Corporation or any of its subsidiaries, and that they have 
not had any connection during the past three years with the Corporation or any of its subsidiaries in the 
capacity of promoter, underwriter, voting trustee, director, officer or employee. 

EXPENSES AND SOLICITATION 

The cost of solicitation of proxies will be borne by the Corporation. In addition to soliciting 
stockholders by mail through its regular employees, the Corporation may request banks and brokers 
to solicit customers of theirs who have stock of the Corporation registered in the name of a nominee. 
If done, the Corporation will reimburse such banks and brokers for their reasonable out-of-pocket costs, 
at the rates suggested by the New York Stock Exchange. Solicitation by officers and employees of the 
Corporation may also be made of some stockholders in person, or by mail, telephone or telegraph, 
following the original solicitation. 

September 24,1973 
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