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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements.

KELLY SERVICES,

STATEMENTS OF EARNINGS

INC. AND SUBSIDIARIES

(UNAUDITED)

(In thousands of dollars except per share data)

Sales of services

Cost of services

Gross profit

Selling, general and
administrative expenses

Earnings from operations

Interest (expense) income, net

Earnings before income taxes

Income taxes

Net earnings

Earnings per share:
Basic
Diluted

Average shares outstanding
(thousands):
Basic
Diluted

Dividends per share

See accompanying Notes to Financial

Statements.

13 Weeks Ended

$1,087,198

905,824

181,374

173,199

35,763
35,915

$1, 080,069

892, 095

187,974

161, 406

35,705
35,808



KELLY SERVICES, INC. AND SUBSIDIARIES

BALANCE SHEETS AS OF APRIL 1, 2001 AND DECEMBER 31, 2000

(In thousands of dollars)

ASSETS

CURRENT ASSETS:
Cash and equivalents
Short-term investments
Accounts receivable, less allowances of
$13,651 and $13,614, respectively
Prepaid expenses and other current assets
Deferred taxes

Total current assets

PROPERTY AND EQUIPMENT:
Land and buildings
Equipment, furniture and

leasehold improvements
Accumulated depreciation

Total property and equipment

INTANGIBLES AND OTHER ASSETS

TOTAL ASSETS

LIABILITIES & STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:
Short-term borrowings
Accounts payable
Payroll and related taxes
Accrued insurance
Income and other taxes

Total current liabilities

STOCKHOLDERS' EQUITY:
Capital stock, $1.00 par value

Class A common stock, shares issued 36,608,540

at 2001 and 36,609,040 at 2000

Class B common stock, shares issued 3,507,326

at 2001 and 3,506,826 at 2000
Treasury stock, at cost

Class A common stock, 4,272,736 shares at 2001

and 4,363,578 shares at 2000

Class B common stock, 13,017 shares at 2001

and 12,817 shares at 2000
Paid-in capital
Earnings invested in the business
Accumulated foreign currency adjustments

Total stockholders' equity

TOTAL LIABILITIES & STOCKHOLDERS' EQUITY

See accompanying Notes to Financial Statements.

(UNAUDITED)
$ 56,974
2,394

599, 757
27,302
51,776

738,203

57,053

263,959
(105,142)

215,870

124,228

$ 49, 460
71,866
236,970
57,181
49,214

464,691

36, 609

3,507

(82,498)

(376)
16, 808
671,247
(31,687)

631,771
24,903
52,209

754,595

44,971

253, 666
(97,552)

201,085

133, 896

$ 57,839
69,375
234,807
55,272
48,814

466,107

36,609

3,507

(84,251)

(371)
16,371
675, 388
(23,784)



KELLY SERVICES, INC. AND SUBSIDIARIES

STATEMENTS OF STOCKHOLDERS' EQUITY
(UNAUDITED)
(In thousands of dollars)

Capital Stock

Class A common stock
Balance at beginning of period
Conversions from Class B

Balance at end of period

Class B common stock
Balance at beginning of period
Conversions to Class A

Balance at end of period

Treasury Stock
Class A common stock
Balance at beginning of period
Exercise of stock options, restricted stock
awards and other
Treasury stock issued for acquisition
Purchase of treasury stock

Balance at end of period

Class B common stock
Balance at beginning of period
Purchase of treasury stock

Balance at end of period

Paid-in Capital
Balance at beginning of period
Exercise of stock options, restricted stock
awards and other
Treasury stock issued for acquisition

Balance at end of period
Earnings Invested in the Business
Balance at beginning of period
Net earnings
Dividends
Balance at end of period
Accumulated Foreign Currency Adjustments
Balance at beginning of period
Equity adjustment for foreign currency

Balance at end of period

Stockholders' Equity at end of period

Comprehensive Income
Net earnings
Other comprehensive income - Foreign
currency adjustments

Comprehensive income (loss)

13 Weeks Ended

$ 36,609 $ 36,602
- 4

36, 609 36, 606

3,507 3,514

- (4)

3,507 3,510
(84,251) (80,538)

1,346 1,100

407 164

- (5,614)

(82,498) (84,888)

(371) (248)

(5) -

(376) (248)

16,371 15,761

344 367

93 39

16, 808 16,167

675, 388 623,564

4,800 16, 060

(8,941) (8,557)
671,247 631, 067
(23,784) (16,282)
(7,903) (4,568)
(31,687) (20,850)

$ 613,610 $ 581,364
$ 4,800 $ 16,060
(7,903) (4,568)



See accompanying Notes to Financial Statements.



KELLY SERVICES, INC. AND SUBSIDIARIES

STATEMENTS OF CASH FLOWS
(UNAUDITED)
FOR THE 13 WEEKS ENDED APRIL 1, 2001 AND APRIL 2, 2000
(In thousands of dollars)

2001 2000
Cash flows from operating activities:
Net earnings $ 4,800 $ 16,060
Noncash adjustments:

Depreciation and amortization 10,534 9,625
Decrease (increase) in accounts receivable, net 21,554 (4,180)
Changes in certain working capital components 13,781 12,552

Net cash from operating activities 50,669 34,057

Cash flows from investing activities:
Capital expenditures (13,849) (12,821)
Acquisition of building (11,783) -
Proceeds from sales and maturities of short-term investments 176,237 278,782
Purchases of short-term investments (176,237) (276,104)
Decrease (increase) in other assets 5,818 (4,796)
Acquisition of companies, net of cash received - (1,534)
Net cash from investing activities (19, 814) (16,473)

Cash flows from financing activities:
Decrease in short-term borrowings (8,379) (5,539)
Dividend payments (8,929) (8,545)
Purchase of treasury stock (5) (5,614)
Stock options and other 114 57
Net cash from financing activities (17,199) (19, 641)
Net change in cash and equivalents 13,656 (2,057)
Cash and equivalents at beginning of period 43,318 54,032
Cash and equivalents at end of period $ 56,974 $ 51,975

See accompanying Notes to Financial Statements.



KELLY SERVICES, INC. AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
(UNAUDITED)
(In thousands of dollars)

1. Basis of Presentation

The accompanying unaudited consolidated financial statements of the Company have
been prepared in accordance with Rule 10-01 of Regulation S-X and do not include
all the information and notes required by generally accepted accounting
principles for complete financial statements. All adjustments, consisting only
of normal recurring adjustments, have been made which, in the opinion of
management, are necessary for a fair presentation of the results of the interim
periods. The results of operations for such interim periods are not necessarily
indicative of results of operations for a full year. The unaudited consolidated
financial statements should be read in conjunction with the Company's
consolidated financial statements and notes thereto for the fiscal year ended
December 31, 2000 (the 2000 consolidated financial statements).

2. Segment Disclosures

The Company's reportable segments, which are based on the Company's method of
internal reporting, are: (1) U.S. Commercial Staffing, (2) Professional,
Technical and Staffing Alternatives (PTSA) and (3) International. The following
table presents information about the reported sales and earnings from operations
of the Company for the 13-week periods ended April 1, 2001 and April 2, 2000.
Segment data presented is net of intersegment revenues. Asset information by
reportable segment is not presented, since the Company does not produce such
information internally.

13 Weeks Ended

2001 2000
Sales:
U.S. Commercial Staffing $ 550,051 $ 549,550
PTSA 265, 657 257,662
International 271,490 272,857
Consolidated Total $1,087,198 $1, 080, 069
Earnings from Operations:
U.S. Commercial Staffing $ 32,179 $ 40,519
PTSA 12,231 15,627
International 1,577 4,864
Corporate (37,812) (34,442)
Consolidated Total $ 8,175 $ 26,568

3. Contingencies

The Company is subject to various legal proceedings, claims and liabilities
which arise in the ordinary course of its business. Litigation is subject to
many uncertainties, the outcome of individual litigated matters is not
predictable with assurance and it is reasonably possible that some of the
foregoing matters could be decided unfavorably to the Company. Although the
amount of the liability at April 1, 2001 with respect to these matters cannot be
ascertained, the Company believes that any resulting liability will not be
material to the financial statements of the Company at April 1, 2001.



KELLY SERVICES, INC. AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS (continued)
(UNAUDITED)

(In thousands of dollars)

4. Earnings Per Share

The reconciliations of earnings per share computations for the 13-week periods
ended April 1, 2001 and April 2, 2000 were as follows:

13 Weeks Ended

2001 2000

Net earnings $ 4,800 $ 16,060
Determination of shares (thousands):

Weighted average common

shares outstanding 35,763 35,705
Effect of dilutive securities:

Stock options 50 2

Restricted and performance awards and other 102 101
Weighted average common shares

outstanding - assuming dilution 35,915 35,808
Earnings per share - basic $ .13 $ .45

Earnings per share - assuming dilution $ .13 $ .45



Item 2. Management's Discussion and Analysis of Results of Operations and
Financial Condition.

Results of Operations:

First Quarter

Sales of services in the first quarter of 2001 were $1.087 billion, an increase
of 0.7% from the same period in 2000. Sales in the U.S. Commercial Staffing
segment grew by 0.1% in the first quarter. Sales grew 2.9% in January, but
declined 0.6% in February and 2.5% in March, resulting in the small net positive
growth reported for the quarter.

Professional, Technical and Staffing Alternatives (PTSA) sales grew by 3.1%
compared to last year. Within the PTSA segment, the automotive services group
revenues declined approximately 7.5% during the quarter due to softness in the
automobile industry. Kelly Law Registry sales decreased, and sales of the staff
leasing unit were flat during the quarter.

The impact of unfavorable foreign currency translation on international revenue
continues to be significant. Translated U.S. dollar sales in the International
segment decreased by 0.5% as compared to the first quarter of 2000. However, on
a constant currency basis, international revenue growth was approximately 7%,
consistent with fourth quarter results.

Cost of services, consisting of payroll and related tax and benefit costs of
employees assigned to customers, increased 1.5% in the first quarter as compared
to the same period in 2000.

Gross profit of $181.4 million was 3.5% lower than the first quarter of 2000,
and gross profit as a percentage of sales was 16.7% in 2001, which was down from
the 17.4% rate in 2000. This reflected a decrease in the gross profit rates of
the U.S. Commercial and International segments, primarily due to a shift in mix
of sales to larger national account customers.

Selling, general and administrative expenses were $173.2 million in the first
quarter, an increase of 7.3% over the same period in 2000. Expenses averaged
15.9% of sales in the first quarter of 2001, a 1.0% increase versus the 14.9%
rate in 2000. Sales growth decreased faster during the quarter than the Company
could prudently reduce expenses.

Earnings from operations of $8.2 million were 69.2% lower than the first quarter
of 2000. U.S. Commercial earnings totaled $32.2 million, a decrease of 20.6%
compared to earnings of $40.5 million last year. The decrease in earnings is due
to the decline in gross profit margins noted above and the Company's inability
to cut field expenses quickly enough as sales volumes declined.

PTSA earnings totaled $12.2 million, a 21.7% decrease compared to earnings of
$15.6 million last year. During the last six months, the Company continued to
invest heavily in the professional and technical businesses, opening over twenty
new branches, which impacted the expense rates in the first quarter. In
addition, fee income from permanent placement and temp-to-perm decreased
significantly in many business units.

International earnings totaled $1.6 million, down 67.6%, compared to earnings of
$4.9 million last year. The strong U.S. dollar significantly weakened both
translated sales and profit results. In addition, the slowing of staffing demand
in Canada, Puerto Rico and Australia further reduced operating results.

Net interest expense was $175 thousand, as compared to last year's net interest
income of $287 thousand. The swing is primarily attributable to higher borrowing
levels than last year, as a result of the Business Trends acquisition completed
in the third quarter of 2000.

Earnings before income taxes were $8.0 million, a decrease of 70.2%, compared to
pretax earnings of $26.9 million earned for the same period in 2000. Income
taxes were 40.0% of pretax income in the first quarter of 2001 and 40.2% in the
first quarter of 2000.

Net earnings were $4.8 million in the first quarter of 2001, a decrease of 70.1%
from the first quarter of 2000. Diluted earnings per share were $.13, a decrease
of 71.1% as compared to $.45 in the same period last year.
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Financial Condition

Assets totaled $1.078 billion at April 1, 2001, a decrease of 1.0% from the
$1.090 billion at December 31, 2000. Working capital decreased $15.0 million
during the first quarter. The current ratio was 1.6 at April 1, 2001 and
December 31, 2000.

During the first three months of 2001, net cash from operating activities was
$50.7 million, an increase of 48.8% from the comparable period in 2000. This
increase resulted principally from a decrease in the accounts receivable balance
offset by a decline in net earnings. The Company's global day's sales
outstanding for the 13-week period were 50 days in 2001, an improvement of one
day over the 51 days reported in 2000.

Capital expenditures for the first quarter totaled $13.8 million, up slightly
from the $12.8 million spent during the same period of 2000. Of the total, over
75% related to information technology investments. Annual capital expenditures
are projected to total between $45 to $50 million in 2001.

During the first quarter, the Company acquired a fully leased commercial office
building that will be used for future expansion. This transaction was the second
leg of a tax-free exchange for undeveloped land the Company initiated in the
fourth quarter of 2000. The land was effectively swapped for the building, but
in accordance with generally accepted accounting principles, it is shown as a
cash acquisition for $11.8 million in the first quarter.

The quarterly dividend rate applicable to Class A and Class B shares outstanding
was $.25 per share in the first quarter of 2001. This represents a 4.2% increase
compared to a dividend rate of $.24 per share in the first quarter of 2000.

The Company's financial position continues to be strong. The Company continues
to carry no long-term debt and expects to meet its growth requirements
principally through cash generated from operations.

Market Risk-Sensitive Instruments And Positions

The Company does not hold or invest in derivative contracts. The Company is
exposed to foreign currency risk primarily due to its net investment in foreign
subsidiaries. This risk is mitigated by the use of the Company's multi-currency
line of credit. This credit facility is used to borrow in local currencies which
mitigates the exchange rate risk resulting from foreign currency-denominated net
investments fluctuating in relation to the U.S. dollar. In addition, the Company
is exposed to interest rate risks through its use of the multi-currency line of
credit.

Overall, the Company's holdings and positions in market risk-sensitive
instruments do not subject the Company to material risk.

Forward-Looking Statements

Except for the historical statements and discussions contained herein,
statements contained in this report relate to future events that are subject to
risks and uncertainties, such as: competition, changing market and economic
conditions, currency fluctuations, changes in laws and regulations, the
Company's ability to effectively implement and manage its information technology
programs and other factors discussed in the report and in the Company's filings
with the Securities and Exchange Commission. Actual results may differ
materially from any projections contained herein.
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PART II. OTHER INFORMATION AND SIGNATURE

Item 6. Exhibits and Reports on Form 8-K.

(a) See Index to Exhibits required by Item 601, Regulation S-K,
set forth on page 13 of this filing.

(b) No reports on Form 8-K were filed during the quarter for which
this report is filed.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

KELLY SERVICES, INC.

Date: May 14, 2001

/s/ William K. Gerber
William K. Gerber

Executive Vice President and
Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)
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Exhibit 10

(

Section 1-

provides f
employees

from time

provide in
of the Com
to associa
stockholde

Section 2-

KELLY SERVICES, INC.
PERFORMANCE INCENTIVE PLAN

As Amended and Restated by Action of the Board of Directors)
(March 29, 1996 and April 14, 2000)
Purposes

This KELLY SERVICES, INC. PERFORMANCE INCENTIVE PLAN (the "Plan")

or long-term incentive compensation to those key officers and

of Kelly Services, Inc. (the "Company") or any Affiliated Entity, who,
to time, may be selected for participation. The Plan is intended to
centives and rewards for such employees (i) to support the execution
pany's business strategies and the achievement of its goals and (ii)
te the interests of employees with those of the Company's

rs.

Certain Additional Definitions and Rules of Construction

(a) The terms set forth in quotation marks below have the following
meanings under the Plan:

"Additional Shares" means immediately vested shares of Company
Stock awarded pursuant to Section 9(A)(c) of the Plan.

"Affiliated Entity" means a corporation, partnership or other
business enterprise in which the Company directly or indirectly has a
significant equity interest under United States generally accepted
accounting principles.

"Award" means a Restricted Award, Performance Award, award of
Additional Shares, Option, SAR or Foreign Award granted under the
Plan.

"Board" means the Board of Directors of the Company.
"Code" means the Internal Revenue Code of 1986, as amended.

"Committee" means the Compensation Committee of the Board or
any other committee designated by the Board to administer this Plan.
The Committee shall not include any person who is an employee of the
Company or who otherwise would not be considered a disinterested
person within the meaning of Rule 16b-3 of the Securities and Exchange
Commission.

"Company Stock" means the Class A Common Stock, $1.00 par
value, of the Company.

"Deferred Compensation Plan" means a plan of the Company or an
Affiliated Entity the terms of which satisfy all conditions necessary
to assure the deductibility under Section 162(m) of all compensation
payable in connection with Performance Share Unit Awards and which
permits an Employee voluntarily to defer receipt of stock that
otherwise would be payable in settlement of a Share Unit Award.

"Disabled" means the total and permanent inability of an
Employee by reason of sickness or injury to perform the material
duties of such Employee's regular occupation with his or her Employer
where such inability has existed for at least six continuous months.

"Disability" means the condition of being Disabled.

"Employee" means an employee of the Company or an Affiliated
Entity.

"Employer" means the Company or the Affiliated Entity which
employs an Employee at any given time.

"Exchange Act" means the Securities Exchange Act of 1934, as
amended.



"Fair Market Value" means (1) as of any given date on which
Company Stock is authorized for quotation in the National Association
of Securities Dealers, Inc. Automated Quotation System ("NASDAQ") as a
NASDAQ National Market System Security, the average of the high and
low trading prices for a share of Company Stock reported by NASDAQ for
such date (or, if no sale is so reported for such date, for the latest
preceding date on which such a sale was so reported) and (2) as of any
other given date, the fair market value of a share of Company Stock as
determined in good faith by the Committee.

"Foreign Award" means an award granted pursuant to Section 10
of the Plan.

"Incentive Stock Option" or "ISO" means an Option that meets
the requirements of Section 422 of the Code (or any successor
provision in effect at a relevant time) and that is identified as
intended to be an ISO in the written agreement evidencing the Option.

"Nonqualified Stock Option" or '"NQSO" means an Option that is
not an ISO.

"Option" means an Option to purchase Company Stock granted
pursuant to Section 6 of the Plan.

"Over-10% Owner" means an owner of over 10% of the total
combined outstanding voting power of all classes of capital stock of
the Company.

"Performance Award" means an award of Performance Shares or
Performance Share Units.

"Performance Shares" and "Performance Share Units" mean,
respectively, shares of Company Stock and Share Units granted under
Section 9 of the Plan which, until vested, are subject to forfeiture.

"Restoration Option" has the meaning set forth in Section 6(f)
of the Plan.

"Restricted Award" means an award of Restricted Shares or
Restricted Share Units.

"Restricted Shares" and "Restricted Share Units" mean,
respectively, shares of Company Stock and Share Units granted under
Section 8 of the Plan which, until vested, are subject to forfeiture.

"Rule 16b-3" means Securities and Exchange Commission Rule 16b-
3, as amended.

"Section 16 Reporting Person" means a person required by
Section 16 of the Exchange Act and related rules to file reports
concerning such person's ownership of and transactions in Company
equity securities.

"Section 162(m)" means Section 162(m) of the Code (or such
successor section as may be in effect at a given time), together with
the regulations of the U.S. Department of the Treasury promulgated
thereunder.

"Senior Executive Officer" means, for purposes of Section 9B,
an Employee who is an officer of the Company at or above the rank of
Vice President and who is designated as such by the Committee at the
time of grant.

"Share Unit" means a unit available for award under the Plan
which: (1) upon vesting or payout, shall entitle the holder to receive
from the Company for each Share Unit vested or paid, a share of
Company Stock, and (2) until settled after vesting, or until
forfeited, shall entitle the holder to be paid by the Company the
equivalent of any cash dividend paid on Company Stock to which the
holder would have been entitled if, on the date of grant of such Share
Unit, the grantee of the Share Unit had instead been granted a
Restricted Share or Performance Share.

"Stock Appreciation Right" or "SAR" means a right granted
pursuant to Section 7 of the Plan which, upon exercise, shall entitle



the holder to receive from the Company the Fair Market Value of a
share of Company Stock on the exercise date, minus the Fair Market
Value of such a share on the date of grant of the Option to which such
right is related.

(b) All references herein to the "issuance" of shares, to shares
"issued" or "issuable," and the like, are intended to include
transfers of previously issued shares held in the treasury of the
Company ("treasury shares"), as well as new issuances of authorized
but previously unissued shares as determined from time to time by the
Board.



Section 3-Administration

The Plan shall be administered by the Committee which, subject to such
limitations as are expressly set forth in the Plan, shall make recommendations
with respect to granting Awards and determining the type, amount and other terms
and conditions of each Award. Each Award shall be recommended subject to review
and approval by a majority of the full complement of those members of the Board
who are "disinterested persons" as that term is used in Rule 16b-3 (or any
successor provision in effect at the time). Awards shall not be deemed to be
granted unless and until so approved. The Committee shall have authority to
prescribe the forms of written agreements to evidence Awards, to interpret the
Plan and the provisions of such agreements, to adopt administrative rules and
procedures concerning administration of the Plan and to take such other action
as it determines to be necessary, advisable, appropriate or convenient for the
administration of the Plan in accordance with its purposes. The Committee may
delegate to the chief executive officer of the Company, if also a director, some
or all of its authority to grant Awards under the Plan to Employees who are not
Section 16 Reporting Persons, in which case actions taken by the chief executive
officer pursuant to such delegated authority shall have the same effect as if
taken by the Committee. The Committee may delegate performance of record-keeping
and other ministerial functions concerning the Plan and its day-to-day
operations to such persons as it may specify from time to time.

Section 4-Eligibility for Awards; No Requirement of Uniformity

Any type of Award may be granted to any Employee at any time, except
that Foreign Awards may only be granted to such Employees as are permissible
grantees under Section 10 of the Plan. The type, amount and other terms and
conditions of an Award made to a grantee at any given time need not be the same
as for any other Award granted then or at any other time to the same or any
other grantee.

Section 5-Maximum Number of Shares

At any given time, the maximum number of shares of Company Stock which
may be issued as Restricted Shares or Units, Performance Shares or Units,
Additional Shares or similar Foreign Awards and made subject to future issuance
in settlement of Options (whether or not with related SARs), Share Units or
Foreign Awards shall be 10% of the number of shares of Company Stock that were
outstanding (exclusive of treasury shares) as of the end of the immediately
preceding Company fiscal year (rounded downward, if necessary to eliminate
fractional shares),

(a) minus the sum of:

(1) the number of shares awarded as Restricted Shares,
Performance Shares or Additional Shares during the period consisting
of the immediately preceding four complete fiscal years of the Company
and its then-current fiscal year to date (the "Adjustment Period");

(2) the number of Share Units awarded during the Adjustment
Period;

(3) the number of shares made subject to Options granted
(including Restoration Options arising) during the Adjustment Period;
and

(4) the total number of shares issued as Foreign Awards, and
the maximum number of shares which in the future may be issued in
settlement of Foreign Awards, granted during the Adjustment Period,

(b) plus the sum of:

(1) the number of shares as to which Options have expired or
terminated during the Adjustment Period for any reason other than
exercise of such Options or of related SARs;

(2) the number of shares as to which Restricted Awards and
Performance Awards granted during the Adjustment Period have since
been forfeited and not vested; and

(3) the number of shares transferred to the Company (actually
or constructively) to satisfy the exercise price of an outstanding
Option during the Adjustment Period.

In addition to the foregoing, in no event may the total number of



shares covered by outstanding ISOs plus the number of shares issued in
settlement of exercised ISOs, whenever granted, exceed 4,000,000 shares.

Any stock options, SARs or other equity-based awards assumed by the
Company in a merger or acquisition of another company shall not count against
the shares available for Award under the Plan.



Section 6-Options

(a) Incentive Stock Options and Nonqualified Stock Options. At the
time of grant of an Option, it shall be specified whether it is intended to be
an Incentive Stock Option or a Nonqualified Stock Option, and the agreement
evidencing such Option shall designate the Option accordingly. In connection
with the grant of any Option intended to be an ISO, the Committee may prescribe
such terms and conditions, other than those specified in the Plan, as it deems
desirable to qualify the Option as an incentive stock option under the Code. If
for any reason an Option (or any portion thereof) intended by the Committee to
be an ISO nevertheless does not so qualify, either at the time of grant or
subsequently, such failure to qualify shall not invalidate the Option (or such
portion), and instead the nonqualified portion (or, if necessary, the entire
Option) shall be deemed to have been granted as a Nonqualified Stock Option
irrespective of the manner in which it is designated in the Option agreement.

(b) Number of Shares and Exercisability. The number of shares subject
to an Option, the time at which the Option or any portion thereof first becomes
exercisable (which time may, but need not, be coincident with the date of grant)
and the latest date on which the Option may be exercised (the "expiration date")
shall be as specified at the time of grant; provided, however, that the
expiration date for any ISO granted to an Over-10% Owner may be no later than
five years, and the expiration date for any other Option may be no later than
ten years, after the date of grant of the Option and provided further that the
maximum number of shares which may be granted as Options (whether or not in
tandem with SARs) during any consecutive five calendar years to any single
Employee shall be 750,000, subject to adjustment under Section 13 of the Plan.
The Committee may, in its discretion, accelerate the exercisability of any
Option (or Option portion) at any time or provide for automatic acceleration of
exercisability of any Option (or portion) upon the occurrence of such events as
it may specify, except that no acceleration of exercisability of an ISO or any
portion thereof shall be effective without the consent of the Option holder if
such acceleration would cause the ISO or any other ISO of such holder (or any
portion thereof) to become a Nonqualified Stock Option. During the lifetime of
the grantee of an Option, the Option may be exercised only by the grantee or the
grantee's legal representative.

(c) Exercise Price. Unless a higher price is specified at the time of
grant, the per share exercise price of each Option shall be the Fair Market
Value of a share of Company Stock on the date of grant, except that the per
share exercise price of any ISO granted to an Over-10% Owner shall be at least
equal to 110% of such Fair Market Value on the grant date.

(d) Exercise Procedures and Payment. The holder of an exercisable
Option (or Option portion) may exercise it in whole or in part by complying with
such procedures for exercise as are then in effect and tendering payment in full
of the aggregate exercise price for the number of shares in respect of which the
Option is then being exercised. Except to the extent further restricted or
limited at the time of grant, payment may be made (1) entirely in cash or (2) by
delivery of whole shares of Company Stock owned by the Option holder and the
balance in cash. Shares delivered in payment shall be valued at their Fair
Market Value on the date of delivery.

(e) Effect of Employment Termination. The Committee shall determine
the disposition of the grant of each Option in the event of the retirement,
disability, death or other termination of employment of an Employee.

(f) Restoration Options. At the time of grant of an Option (for
purposes of this paragraph an "original Option") that is not itself a
Restoration Option (as hereinafter defined), or at the time a Restoration Option
arises, or at any other time while the grantee continues to be eligible for
Awards and the original or Restoration Option (the "prior Option") is
outstanding, the Committee may provide that the prior Option also shall carry
with it a right to receive another Option (a "Restoration Option") if, earlier
than six months before the expiration date of the prior Option, the grantee
exercises the prior Option (or a portion thereof) while still an Employee and
pays all or some of the relevant exercise price in shares of Company Stock that
have been owned by the grantee for at least six months prior to exercise. In
addition to any other terms and conditions (including additional limitations on
exercisability) that the Committee deems appropriate, each Restoration Option
shall be subject to the following:

(1) the number of shares subject to the Restoration Option
shall be the lesser of (i) the number of whole shares delivered in
exercise of the prior Option or (ii) the number of shares of Company
Stock which may be made subject to future issuance in settlement of



Options pursuant to Section 5 of the Plan and the per person grant
limits set forth in Section 6(b) at the time the Restoration Option
arises;

(2) the Restoration Option automatically shall arise and be
granted (if ever) at the time of payment of the relevant exercise
price in respect of the prior Option;

(3) the per share exercise price of the Restoration Option
shall be the Fair Market Value of a share of Company Stock on the date
the Restoration Option arises;



(4) the expiration date of the Restoration Option shall be the
same as that of the prior Option;

(5) the Restoration Option shall first become exercisable six
months after it arises; and

(6) the Restoration Option shall be a Nonqualified Stock
Option.

Section 7-Stock Appreciation Rights

(a) Grant, Exercisability and Termination. At the time of grant of an
Option, or at any time while the Option is outstanding and the Option holder
continues to be eligible to receive Awards, Stock Appreciation Rights may be
granted to the holder with respect to some or all of the shares covered by the
Option. The only persons entitled to exercise such SARs shall be the holder of
the related Option or such holder's legal representative, and the expiration
date of such SARs shall be the same as that of the related Option. SARs shall be
exercisable if (and only if) and to the extent that the related Option is then
exercisable, except that SARs shall not be exercisable by a Section 16 Reporting
Person at any time within six months after the date on which the SARs were
granted even if the related Option is then exercisable. Exercise of SARs shall
automatically terminate the related Option with respect to that number of shares
which equals the number of SARs being exercised, and exercise, cancellation or
termination of an Option shall automatically terminate that number of related
SARs which equals the number of shares with respect to which the Option is being
exercised, canceled or terminated.

(b) Exercise Procedures and Settlement Elections. Exercisable SARs may
be exercised at any time in accordance with such exercise procedures as are then
in effect. Except to the extent further restricted at the time of grant, at or
prior to exercise of SARs, the holder may elect to have the exercised SARs
settled (1) entirely in cash, (2) to the extent possible, in whole shares of
Company Stock and the balance in cash, or (3) partially in cash in an amount
specified by the holder and the balance in whole shares of Company Stock plus
cash in lieu of any fractional share. If no election is made, the SARs shall be
settled in any of the foregoing manners as the Committee shall determine. For
purposes of settlement, shares of Company Stock shall be valued as of the
settlement date.

Section 8-Restricted Awards

(a) Restriction Period. At the time of grant of a Restricted Award,
the Committee shall establish a period of no less than twelve months with
respect to such Restricted Award, which period (the "restriction period") shall
commence as of the date of grant. The Committee may provide for the lapse of
such restriction period in installments.

(b) Vesting and Forfeiture. If the grantee of a Restricted Award
remains an Employee throughout the applicable restriction period, the entire
Restricted Award shall be fully vested and no longer subject to forfeiture as of
the end of the restriction period. If the grantee ceases to be an Employee at
any time during the restriction period due to death or Disability, that
percentage of the total number of Restricted Shares and/or Restricted Share
Units comprising such Award which equals the percentage of the entire
restriction period by then elapsed shall be vested, and the remainder of such
Award shall be forfeited, unless the Committee determines to waive such
forfeiture in whole or in part, in which event that portion of the Restricted
Award with respect to which the forfeiture has been waived shall be vested. If
the grantee otherwise ceases to be an Employee during the restriction period,
the Committee shall determine the disposition of the Award.

(c) Other Matters. Restricted Shares comprising a Restricted Award
shall be issued to the grantee as promptly as practicable after grant of the
Restricted Award, but the certificates representing such Restricted Shares shall
bear an appropriate legend and shall be held by the Company, and any and all
non-cash dividends or other distributions upon such Restricted Shares shall be
retained and held by the Company, pending vesting or forfeiture of such
Restricted Shares. Such retained non-cash dividends and other distributions upon
a Restricted Share thereafter shall be vested or forfeited, as the case may be,
upon the vesting or forfeiture of such Restricted Share and, in the case of non-
cash dividends and other distributions which vest, shall be distributed to the
holder of the Restricted Shares as promptly as practicable after the vesting
date. Subject to the Plan's limitations on available shares, and except to the
extent further limited by the Committee in connection with a given Award of



Restricted Share Units (which limitations may be imposed by the Committee at the
time of grant of the Award or at any other time while the Award is unvested and
the grantee is still an Employee), an Award of Restricted Share Units which
vests shall be settled in cash, whole shares of Company Stock (valued at their
Fair Market as of the settlement date), or a combination thereof, as the
Committee shall determine. The holder of any Award of Restricted Share Units who
is eligible to participate in a Deferred Compensation Plan may make an advance
election, in accordance with the terms of such Deferred Compensation Plan, to
defer settlement of any portion of his or her Restricted Share Unit Award that
thereafter becomes payable in stock; otherwise, Restricted Share Units which
vest shall be settled in full as soon as practicable after the vesting date.



Section 9A-Performance Awards and Additional Shares in General

(a) Performance Period and Goals. At the time of grant of a
Performance Award, the Committee shall establish a period of not less than one
year nor more than five years with respect to such Performance Award, which
period (the "performance period") shall commence as of the first day of the
Company fiscal year in which such Award is granted, if it is granted during the
first fiscal quarter of such fiscal year, and otherwise shall commence as of the
date of grant. At the time of grant of the Performance Award, the Committee also
shall establish one or more business performance goals for the applicable
performance period and, if more than one has been established, the weight to be
given each such goal (collectively, "performance goals"). The performance goals
initially established with respect to a Performance Award may be modified and
adjusted during the performance period in light of previously unforeseen
transactions, events or circumstances occurring after the initial performance
goals are established.

(b) Vesting and Forfeiture. As soon as practicable following the end
of the performance period for a Performance Award, the Committee shall determine
the extent to which the performance goals for that Award were attained. If the
Committee determines that the performance goals have been fully attained, and if
the grantee of the Performance Award has remained an Employee throughout the
performance period and up to the first anniversary of the grant date occurring
after the end of the performance period (the "Grant Anniversary"), the entire
Performance Award shall, upon such determination, be fully vested and no longer
subject to forfeiture. If the grantee has remained an Employee throughout the
performance period and to the Grant Anniversary but the Committee determines
that the performance goals were only partially met, or were not met, the
Committee nevertheless may determine to permit vesting of all or a portion of
the Performance Award, whereupon such Award or portion shall be vested, but any
portion of the Award not so vested shall be forfeited. If the grantee ceases to
be an Employee at any time during the performance period or through the Grant
Anniversary, the consequences thereof shall be the same, adjusted by a
performance factor as determined by the Committee, as if the Performance Award
had been a Restricted Award and the performance period a restriction period.

(c) Additional Shares. Following the end of the performance period,
the Committee may recommend a grant of Additional Shares to the grantee of a
Performance Award if the grantee is then an Employee and the Committee
determines that satisfaction of the performance goals for such Performance Award
so warrants. Additional Shares awarded to a grantee shall be immediately vested
and shall be issued to the grantee as soon as practicable after the grant.

(d) Oother Matters. The provisions of Section 8(c) of the Plan
concerning issuance of Restricted Shares, concerning retention of non-cash
dividends and other distributions thereon, and concerning subsequent vesting and
distribution, or forfeiture, of such non-cash dividends and other distributions
also shall apply to Performance Shares, and the provisions thereof concerning
settlement of Restricted Share Units also shall apply to Performance Share
Units. The Committee may make interim grants of Awards to new participants in a
fair and equitable manner.

Section 9B-Performance Awards to Senior Executive Officers

(a) Special Provisions Applicable. In order to facilitate exemption of
compensation paid in connection with Performance Awards to Senior Executive
Officers (as defined in Section 2(a) above) from the tax deduction limit imposed
by Section 162(m), the special provisions set forth in this Section 9B shall
apply to all such Awards, notwithstanding any other provision of the Plan to the
contrary. Except as superseded by this Section 9B, all provisions of the Plan
applicable to Performance Awards also shall apply to such Awards granted to
Senior Executive Officers.

(b) Timing of Grants. Performance Awards may be granted to Senior
Executive Officers only during the first quarter of the Company's fiscal year.

(c) Limits on Award Amounts. Subject to the general limits on Award
amounts set forth in Section 5 and the adjustment provisions of Section 13, the
maximum number of Performance Shares and/or Performance Share Units that may be
granted to any given Senior Executive Officer with respect to a single
performance period is 25,000.



(d) Performance Objectives and Payout Schedules. At or prior to the
grant of any Performance Award to a Senior Executive Officer, the Committee
shall establish one or more objectively determinable performance goals for the
Award relating to one or more of the following areas of Company or other
business unit performance over the relevant performance period: earnings per
share of Company Stock; revenue growth; operating income; net income, before or
after taxes; operating cash flow; return on revenues, assets or equity; customer
or employee retention; or an index of customer satisfaction. At the same time,
the Committee shall establish a "payout" schedule for the Performance Award,
which shall range from 100 percent of the Performance Shares and/or Performance
Share Units constituting the Award (if actual Company results for the
performance period at least equal the performance goal(s) established) to zero
percent of such Award (if actual Company results for the period do not at least
equal a minimum amount or level specified by the Committee) and shall be
structured so as to permit objective determination of payouts over the full
range of actual Company results. In connection with establishment of the
performance goal(s) for a Performance Award to a Senior Executive Officer, the
Committee shall specify which (if any) types or categories of extraordinary,
unusual, non-recurring, or other items or events shall be excluded or otherwise
not taken into account when actual Company results relating to such goal(s) are
calculated, and the only adjustments in actual Company results which thereafter
shall be permissible for purposes of applying the established payout schedule
for the Performance Award shall be objectively determinable adjustments for the
items or events so specified.

(e) No Discretion to Increase Awards or Waive Forfeitures. In
connection with the grant of a Performance Award to a Senior Executive Officer,
the Committee may establish other preconditions to payout of the Award,
including preconditions the satisfaction of which may call for subjective
determinations by the Committee. In addition, the payout on any Performance
Award granted to a Senior Executive Officer as calculated pursuant to the payout
schedule established for the Award may be reduced by the Committee to the extent
it deems appropriate if, in the Committee's judgment, the individual performance
of the Senior Executive Officer during the performance period has not warranted
the payout so calculated. However, for so long as Section 162(m) may require, in
no event shall the payout on any Performance Award granted to a Senior Executive
officer exceed the payout permissible under the Award's payout schedule, and in
no event shall any Additional Shares be granted to any Senior Executive Officer.

(f) Effect of Employment Termination. If a Performance Award is
granted to a Senior Executive Officer and prior to the Grant Anniversary the
grantee ceases to be an Employee due to the grantee's Disability, that
percentage of the total number of Performance Shares and/or Performance Share
Units comprising such Award which equals the percentage of the entire
performance period by then elapsed shall be unaffected by the employment
termination and the unaffected portion of the Award subsequently shall vest or
be forfeited or canceled in accordance with the payout schedule, any
preconditions, and the provisions of the Plan applicable to the original Award.
If, prior to the Grant Anniversary, the grantee's employment terminates due to
death, the performance period for such grantee shall terminate at the end of the
year in which death occurs (but no later than the normal performance period).
The number of Performance Shares and/or Performance Share Units payable to the
grantee's estate or beneficiary shall be the maximum award payable, adjusted by
a performance factor (the percent of the award earned according to the payout
schedule calculated as of the end of the year in which death occurs), times a
time factor (a fraction, the numerator of which is the time elapsed between the
date of grant and the date of death and the denominator of which is the number
of days in the performance period). If the grantee of a Performance Award
otherwise ceases to be an Employee before the Grant Anniversary, the Committee
shall determine the disposition of the Award.

(g) Stockholder Approval Requirements. Those aspects of the Plan
concerning Performance Awards to Senior Executive Officers for which stockholder
approval is required under Section 162(m) shall be disclosed to and submitted
for approval by the Company's stockholders at its 1996 annual meeting, and any
grants of Performance Awards to Senior Executive Officers occurring prior to
such meeting shall be subject to such approval and shall be canceled and of no
effect if such approval is not obtained. If such approval is obtained, those
aspects of the Plan concerning subsequent grants of Performance Awards to Senior
Executive Officers for which additional stockholder approval may become required
under Section 162(m) also shall be disclosed to and submitted for approval by
the Company's stockholders as and to the extent so required. In no event may any
Performance Award be granted to a Senior Executive Officer unless, either any
and all of such stockholder approval requirements as Section 162(m) then would
impose concerning the Award already have been satisfied, or the Award is granted



subject to such approval.
Section 10-Foreign Awards

The Committee may modify the terms of any type of Award described in
Section 6, 7, 8 or 9A of the Plan for grant to an Employee who is subject to tax
or similar laws of a country other than the United States and may grant such
modified Award, and structure and grant other types of awards related to
appreciation in value of Company Stock, to such an Employee, to the extent that
the Committee determines that doing so is necessary or advisable in order to
provide such grantee with benefits and incentives comparable (to the extent
practically possible) to those which would be provided the grantee by an Award

under Section 6, 7, 8 or 9A if the grantee were not subject to such foreign
laws.



Section 11-Certain Provisions Generally Applicable to Awards

(a) Award Agreements. Each Award granted under the Plan (other than
any award of Additional Shares and any similar Foreign Award unless the
Committee otherwise determines) shall be evidenced by a written agreement
setting forth (including, to the extent appropriate, by incorporating applicable
provisions of the Plan) the type, amount and other terms and conditions of such
Award, including, in addition to such terms and conditions as are expressly
required to be determined by the Committee, all such other terms and conditions
not inconsistent with the Plan as the Committee shall have specified with
respect to such Award.

(b) Transfer Restrictions; Potential Forfeiture. No Option or SAR, no
unvested Performance Award or Restricted Award, no Foreign Award similar to any
of the foregoing, and none of the rights or privileges conferred by any such
Award may be sold, assigned, pledged, hypothecated or otherwise transferred in
any manner whatsoever, except that, if the Committee determines that such
transfer will not violate any requirements of the Securities and Exchange
Commission or the Internal Revenue Service, the Committee may permit an
intervivos transfer by gift to or for the benefit of a family member of the
grantee. Any attempt to sell, assign, pledge, hypothecate or otherwise transfer
any such Award or any of the rights and privileges conferred thereby contrary to
the provisions of the Plan shall be void and unenforceable against the Company.

(c) Overriding Precondition; Potential Forfeiture. It shall be an
overriding precondition to the vesting of each Performance Award, Restricted
Award and similar Foreign Award and the exercisability of each Option, SAR and
similar Foreign Award: (1) that the grantee of such Award not engage in any
activity that, in the opinion of the Committee, is in competition with any
activity of the Company or any Affiliated Entity or otherwise inimical to the
best interests of the Company (except that employment with any entity at the
request of the Company and employment that has been specifically approved by the
Committee shall not be considered an activity in competition with or, in itself,
otherwise inimical to the Company or any Affiliated Entity) and (2) that the
grantee furnish the Committee with all such information confirming satisfaction
of the foregoing condition as the Committee shall reasonably request. If the
Committee makes a determination that a grantee, whether while still an Employee
or afterward, has engaged in any such competitive or otherwise inimical
activity, such determination shall operate to immediately cancel all then
outstanding Options, SARs and similar Foreign Awards, and as an immediate
forfeiture of all then unvested Restricted Awards, Performance Awards and
similar Foreign Awards, theretofore granted to the grantee.

(d) Tax Withholding. The Committee may make provision for withholding
of shares otherwise issuable upon the grant, exercise, vesting or settlement of
Awards, including by permitting grantees or other holders to request or to elect
such withholding and/or by permitting grantees or other holders to tender other
shares of Company Stock owned by such grantee or holder (including Additional
Shares, vested Performance Shares and vested Restricted Shares), as a means of
satisfying tax withholding obligations arising in connection with the grant,
exercise, vesting or settlement of Awards. If the Committee determines to grant
the right to make any such election to a grantee or holder, the Committee may
condition, limit or qualify such election right in any manner it deems
appropriate.

(e) Stockholder Status. Neither the grantee of an Award, nor any other
person to whom the Award or the grantee's rights thereunder may pass, shall be,
or have any rights or privileges of, a holder of shares of Company Stock, in
respect of any shares issuable pursuant to or in settlement of such Award,
unless and until certificates representing such shares have been issued in the
name of such grantee or other person.

Section 12-No Right to Employment or Award

No person shall have any claim or right to be granted an Award, and
the grant of an Award shall not confer upon any Employee a right with respect to
continued employment by the Company. Further, the Company and each Affiliated
Entity reaffirms its at-will employment relationship with its Employees and
expressly reserves the right at any time to dismiss a grantee free from any
liability or claim, except as provided under this Plan.

Section 13-Adjustments upon Changes in Capitalization

In the event of a reorganization or recapitalization, merger,
consolidation or similar transaction involving the Company, a stock-on-stock



dividend or split, spin-off, reverse split or combination of Company Stock, a
rights offering, or any other change in the corporate or capital structure of
the Company, the Board shall make such adjustments as it may deem appropriate in
the number and kind of shares available for issuance in the aggregate and to any
individual under and pursuant to the Plan (including in settlement of ISOs), the
number and kind of shares covered by outstanding Options and the per share
exercise price of such Options, the numbers of outstanding SARs and Share Units
and the terms of Foreign Awards. Any adjustment with respect to an ISO in
connection with a transaction to which Section 424(a) of the Code (or any
successor provisions then in effect) applies shall be made in accordance
therewith unless the Board specifically determines otherwise.



Section 14-Duration, Amendment, Suspension and Termination

The Plan shall become effective upon approval by the stockholders of
the Company entitled to vote thereon, as provided in the Board resolutions
adopting the Plan, and shall continue thereafter until terminated by the Board
as hereinafter provided. The Board may amend, suspend or terminate the Plan or
any portion thereof at any time, but no such Board action shall adversely affect
the rights of any grantee or other holder of any Award then outstanding or
unvested without the consent of such grantee or holder.

Adopted by the Board of Directors of the Company: March 29, 1996 and
April 14, 2000.



