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LOGO
TO THE STOCKHOLDERS OF CARDIOVASCULAR DYNAMICS, INC .

You are cordially invited to attend the Annual Megtof Stockholders of CardioVascular Dynamics,. Ifi€VD" or the "Company") on May
16, 1997 at 10:00
a.m., California time. The Annual Meeting will beltl at 13700 Alton Parkway, Suite 160, Irvine, @atia 92618.

At the meeting, you will be asked to consider aatkwpon the following proposals: (i) the approsaan amendment to the 1996 Stock
Option/Stock Issuance Plan which will effect arr@ase in the number of shares of the Company's @mn8tock available for issuance by
additional 700,000 shares and effect certain athanges as described in the Proxy Statementhéigkection of five (5) individuals to serve
as the Company's Board of Directors and (iii) @tification of Ernst & Young LLP as the Companyldépendent auditors for the current
fiscal year.

Whether or not you plan to attend the Annual Megtpiease mark, sign, date and return the enclosed card promptly in the
accompanying postage-paid reply envelope. By raigrtihe proxy, you can help CVD avoid the experfs@uplicate proxy solicitations and
possibly having to reschedule the Annual Meetireyguorum of the outstanding shares is not presemrgipresented by proxy. If you decide
attend the Annual Meeting and wish to change yooxyvote, you may do so simply by voting in perstdithe Annual Meeting.

April 16, 1997 MICHAEL R. HENSON

President and Chief Executive Officer



NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
OF
CARDIOVASCULAR DYNAMICS, INC.

NOTICE IS HEREBY GIVEN that the Annual Meeting afoSkholders of CardioVascular Dynamics, Inc., agdelre corporation ("CVD" ¢
the "Company"), will be held on May 16, 1997 atd®a.m. at 13700 Alton Parkway, Suite 160, Irvi@alifornia 92618, for the following
purposes:

1. To approve an amendment to CVD's 1996 Stockodf8tock Issuance Plan to effect an increase indingber of shares available for
issuance by an additional 700,000 shares of Confhock and to effect certain other changes as st ifothe Proxy Statement.

2. To elect a five (5) member Board of Directors@y/D from the following nominees: Michael R. HensWilliam G. Davis, Mitchell Danr
Edward M. Leonard and Gerard von Hoffmann.

3. To ratify the selection of Ernst & Young LLP @¥D's independent auditors for the current fisedryending December 31, 1997.
4. To transact such other business as may propente before the meeting.
The foregoing items of business are more fully dbed in the Proxy Statement accompanying this ¢¢oti

The Board of Directors has fixed the close of besgnon April 9, 1997 as the record date for therd@hation of stockholders entitled to
notice of and to vote at this Annual Meeting andrat continuation or adjournment thereof.

By Order of the Board of Directors

DANA P. NICKELL
Secretary

Irvine, California
April 16, 1997

ALL STOCKHOLDERS ARE INVITED TO ATTEND THE MEETINGWHETHER OR NOT YOU EXPECT TO ATTEND THE
MEETING, PLEASE COMPLETE, DATE, SIGN AND RETURN THENCLOSED PROXY AS PROMPTLY AS POSSIBLE IN ORDER
TO ENSURE YOUR REPRESENTATION AT THE MEETING. A POAGE-PREPAID ENVELOPE IS ENCLOSED FOR THAT
PURPOSE. EVEN IF YOU HAVE GIVEN YOUR PROXY, YOU MASTILL VOTE IN PERSON IF YOU ATTEND THE MEETINC



PROXY STATEMENT

CARDIOVASCULAR DYNAMICS, INC.
INFORMATION CONCERNING SOLICITATION AND VOTING
GENERAL

The enclosed proxy is solicited on behalf of themioof Directors of CardioVascular Dynamics, IH€\Y{D" or the "Company") for use at t|
Annual Meeting of Stockholders to be held on May 1907 at 10:00 a.m. at 13700 Alton Parkway, SLU&@, Irvine, California 92618, at
which time stockholders of record on April 9, 198ill be entitled to vote. On April 9, 1997, CVD hadtstanding 9,103,459 shares of
Common Stock. Stockholders of record on such datemtitled to one vote for each share of CommaoxlkSheld on all matters to be voted
upon at the meeting.

CVD intends to mail this proxy statement and theoagpanying proxy card on or about April 16, 199alicstockholders entitled to vote at
the Annual Meeting. CVD's principal executive officare located at 13700 Alton Parkway, Suite 1&Md, California 92618. The telephone
number at that address is

(714) 457-9546.

VOTING

Under the cumulative voting provision in the ComyarCertificate of Incorporation, each stockhold®y cast for a single nominee for
director, or distribute among up to five nomineesumber of votes equal to five multiplied by thember of shares held by such stockholder.
The other matters submitted for stockholder apdravthis Annual Meeting will be decided by theimifative vote of a majority of shares
present in person or represented by proxy at tB& 2&nual Meeting and entitled to vote on each ematVith regard to the election of
directors, votes may be cast in favor of or witidhifiebm each nominee; votes that are withheld vélielxcluded entirely from the vote and will
have no effect. Abstentions may be specified opralposals except the election of directors antibeilcounted as present for purposes of
determining the existence of a quorum regardingttéme on which the abstention is noted. If sharesmat voted by the broker who is the
record holder of the shares, or if shares are owdvin other circumstances in which proxy autlyagtdefective or has been withheld with
respect to any matter, these non-voted sharesoadeamed to be present or represented for purpdsktermining whether stockholder
approval of that matter has been obtained.

REVOCABILITY OF PROXIES

Any person giving a proxy pursuant to this soliit@ta has the power to revoke it at any time befoigvoted. It may be revoked by the hol
of record by filing with the Secretary of CVD at O principal executive office, a written noticeref/ocation or a new duly executed proxy
bearing a date later than the date indicated oprdgous proxy, or it may be revoked by the holoferecord attending the meeting and vo
in person. Attendance at the meeting will not, tisglf, revoke a proxy.

SOLICITATION

CVD will bear the entire cost of proxy solicitatiancluding costs of preparing, assembling, prigtamd mailing this proxy statement, the
proxy card and any additional material furnishedttckholders. Copies of the solicitation mateneils be furnished to brokerage houses,
fiduciaries and custodians holding in their nantemas of Common Stock beneficially owned by othier$orward to such beneficial owners.
CVD may reimburse persons representing benefigialens of shares for their expenses in forwardinigisation materials to such beneficial
owners. Original solicitation of proxies by mail ynae supplemented by telephone, telegram or pelrsotieitation by directors, officers or
other regular employees of CVD. No additional congagion will be paid to directors, officers or athhegular employees for such services.
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PROPOSAL NO. 1

AMENDMENT TO THE 1996 STOCK OPTION/STOCK ISSUANCE P LAN
OF CARDIOVASCULAR DYNAMICS, INC.

The stockholders are being asked to vote on a pebpo approve an amendment to the Company's 1@@& Hption/Stock Issuance Plan
(the "Option Plan") which includes the followingaatyges:

(i) increase the number of shares of Common Statkoaized for issuance under the Option Plan bgdditional 700,000 shares;

(i) allow non-employee directors to receive disineary grants and stock issuances under the Risnegy Option Grant and Stock Issuance
Programs of the Option Plan;

(iii) eliminate the restriction that the individisalvho serve as Plan Administrator may not receiyediscretionary option grants or direct
stock issuances from the Company while servingas Rdministrator or during the twelve month perjm@ceding appointment as Plan
Administrator;

(iv) require stockholder approval of future amendtseo the Option Plan only to the extent necesgasatisfy applicable laws or regulatio

(v) eliminate both the six month holding perioduggment and the ten business day "window" perasiirement for the exercise of any
stock appreciation rights granted under the Opfilam; and

(vi) allow the shares issued under the Option Rlaith are subsequently reacquired by the Compargupnt to the Company's exercise of
its repurchase rights to be added back to the skassve available for future issuance under thio@Plan.

The amendment to the Option Plan was adopted bBahed on April 8, 1997, subject to stockholderrappl at the 1997 Annual Meeting.
The Board believes it is in the best interesthief€@ompany to increase the share reserve so th&dimpany can continue to attract and re
the services of those persons essential to the Gayrgpgrowth and financial success. The purposesofemaining changes to the Option F
is to provide the Plan Administrator with more flgity as is allowed under recent changes to #wufations governing employee option
plans such as the Option Plan.

The Option Plan was originally adopted by the Bazfr®irectors on May 1, 1996 and approved by tloeldiolders on May 1, 1996.

The following is a summary of the principal featiad the Option Plan, as recently amended for liaeesincrease. The summary, however,
does not purport to be a complete descriptionldhal provisions of the Option Plan. Any stockhalddno wishes to obtain a copy of the
actual plan document may do so by written requetia Secretary of CVD at CVD's executive offiaedrvine, California.

EQUITY INCENTIVE PROGRAMS

The Option Plan is comprised of three separatetyeqaentive programs:

(i) a Discretionary Option Grant Program, (ii) @& Issuance Program and

(iif) an Automatic Option Grant Program. The Comgation Committee of the Board administers the Rigsonary Option Grant and Stock
Issuance Programs to all persons eligible to ppdie in the Option Plan, the Discretionary Opt@rmant and Stock Issuance Programs,
subject to separate but concurrent administratiothé Board. The Plan Administrator (either the @emsation Committee or the Board, to
the extent such entity is carrying out its admmaitite functions under the Option Plan with respeaine or more classes of eligible
individuals), has complete discretion (subject® provisions of the Option Plan) to authorize @isonary option grants or stock issuances
under the Option Plan. However, all grants underAhtomatic Option Grant Program will be made nicstompliance with the provisions
that program, and no administrative discretion élexercised by the Plan Administrator with respethe grants made thereunder.

SHARE RESERVE

The maximum number of shares of Common Stock idsualer the term of the Option Plan may not exce880,000 shares (including the
700,000 shares for which stockholder approval isgebunder this Proposal). In no event may anypgarécipant in the Option Plan be
granted stock options or separately



exercisable stock appreciation rights for more #8@®,000 shares in the aggregate over the terimedDption Plan.

In the event any change is made to the outstarsliages of Common Stock by reason of any recamtadiz, stock dividend, stock split,
combination of shares, exchange of shares or ati@rge in corporate structure effected withoutGbepany's receipt of consideration,
appropriate adjustments will be made to the numabdrclass of securities issuable (in the aggremyadeto each participant) under the Option
Plan and to the number and class of securitie®suty each outstanding option and the exercige péyable per share for those securities.

ELIGIBILITY

Employees (including officers), non-employee Boareimbers, consultants and other independent adwisarrovide services to CVD and
its parent or subsidiaries (whether now existinguysequently established) will be eligible to ijggrate in the Discretionary Option Grant
and Stock Issuance Programs. Non-employee membtre Board will also be eligible to participatetire Automatic Grant Program.

As of March 7, 1997, approximately 146 employeasl(@iding 5 executive officers), and 4 non-emploBeard members were eligible to
participate in the Discretionary Option Grant andc® Issuance Programs and 4 non-employee Boardoersnwere eligible to participate in
the Automatic Option Grant Program.

VALUATION

The fair market value per share of Common Stockmnrelevant date under the Option Plan will bedlbsing selling price per share on that
date on the Nasdaq National Market. On March 7718% closing selling price per share was $10.375.

DISCRETIONARY OPTION GRANT PROGRAM

Options may be granted under the DiscretionaryddpBrant Program at an exercise price per shares®than eighty five percent (85%) of
the fair market value per share of Common Stoctheroption grant date. No granted option will hawerm in excess of ten years.

Upon cessation of service, the optionee will halieméed period of time in which to exercise anytstanding option to the extent such option
is exercisable for vested shares. The Plan Admatistwill have complete discretion to extend tleeigd following the optionee's cessatior
service during which his or her outstanding optiora/ be exercised and/or to accelerate the exbiliigar vesting of such options in whole
or in part. Such discretion may be exercised attamg while the options remain outstanding, whethefore or after the optionee's actual
cessation of service.

The Plan Administrator is authorized to issue tyes of stock appreciation rights in connectiorhvaiption grants made under the
Discretionary Option Grant Program:

Tandem stock appreciation rights provide the haldégth the right to surrender their options forampreciation distribution from the
Company equal in amount to the excess of (a) therfarket value of the vested shares of CommonkStabject to the surrendered option
over (b) the aggregate exercise price payableutth shares. Such appreciation distribution maghetiscretion of the Plan Administrator,
made in cash or in shares of Common Stock.

Limited stock appreciation rights may be grantedftacers of the Company as part of their optioargs. Any option with such a limited stc
appreciation right in effect will be automaticatigncelled upon the successful completion of a leastke-over of the Company. In return for
the cancelled option, the officer will be entitleda cash distribution from the Company in an ani@en cancelled option share equal to the
excess of (a) the take-over price per share oyahéexercise price payable for such share.
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The Plan Administrator will have the authority ffeet the cancellation of outstanding options urither Discretionary Option Grant Program
which have exercise prices in excess of the therrumarket price of Common Stock and to issuéogment options with an exercise pi
based on the market price of Common Stock at the &f the new grant.

STOCK ISSUANCE PROGRAM

Shares may be sold under the Stock Issuance Pragrarprice per share not less than eighty-fivegrer(85%) of the fair market value per
share of Common Stock, payable in cash or througtomissory note payable to the Company. Sharesatsaybe issued solely as a bonus
for past services.

The issued shares may either be immediately vested issuance or subject to a vesting schedulddidte performance of service or the
attainment of performance goals. The Plan Admiaistrwill, however, have the discretionary authoat any time to accelerate the vestin
any unvested shares.

AUTOMATIC OPTION GRANT PROGRAM

Under the Automatic Option Grant Program, optioangs have been made to the current employee Board members, and option grants
be made to individuals who join the Board as noipleyee members in the future. Additional automapition grants will be made at annual
intervals to all non-employee Board members oveir ttontinued period of service on the Board. Thegserial grants may be summarized as
follows:

A. Each individual who served as a non-employeer@a@ember on June 19, 1996 was automatically gilasnesuch date an option to
purchase 5,000 shares of Common Stock.

B. Each individual who first becomes a non-emploBeard member at any time after June 19, 1996, lven¢hrough election by the
stockholders or appointment by the Board, will audtically be granted, at the time of such initiglcgion or appointment, an option to
purchase 5,000 shares of Common Stock.

C. On the date of each Annual Stockholders Medtgld after June 19, 1996, each individual who isdntinue to serve as a non-employee
Board member after such Annual Meeting will receameadditional option grant to purchase 5,000 shaf€ommon Stock, provided such
individual has been a member of the Board for adtlsix (6) months.

Each option will have an exercise price per shguakto 100% of the fair market value per shar€@fnmon Stock on the option grant date
and a maximum term of ten years measured frompgtierogrant date.

Each option will be immediately exercisable fortak option shares, but any purchased shares evéllibject to repurchase by the Company,
at the exercise price paid per share, upon themgtis cessation of Board service. Each initiagbagrant will vest (and the Company's
repurchase rights will lapse) in four equal annosfallments over the optionee's period of Boargise, with the first such installment to ve
upon the completion of one year of Board servicasueed from the option grant date. Each annuabopfiant will vest (and the Company's
repurchase rights will lapse) upon the completibaree year of Board service measured from the ogirant date.

The shares subject to each automatic option grédinhwnediately vest upon the optionee's deathemnpanent disability or an acquisition of
the Company by merger or asset sale or a host@egghin control of the Company (whether by succésshder offer for more than 50% of
the outstanding voting stock or by proxy contestli@ election of Board members). In addition, ug@nsuccessful completion of a hostile
take-over, each automatic option grant may be sdered to the Company for a cash distribution peresidered option share in an amount
equal to the excess of (a) the take-over priceshare over

(b) the exercise price payable for such share.



GENERAL PROVISIONS
ACCELERATION

In the event that the Company is acquired by mevgesset sale, each outstanding option under is@ddionary Option Grant Program
which is not to be assumed by the successor cdiporar replaced with a comparable option to pusehshares of the capital stock of the
successor corporation will automatically accelenatill, and all unvested shares under the Steskdnce Program will immediately vest,
except to the extent the Company's repurchasesngith respect to those shares are to be assigrtbd successor corporation. The Plan
Administrator will have the discretion to grant igpis under the Discretionary Option Grant Prograhicty automatically accelerate if the
options are assumed or replaced in connectionswitih acquisition and the individual's service isseguently terminated within a designated
period (not to exceed 18 months) following the asitjon. The Plan Administrator will also have thiscretion to grant options which
automatically accelerate in the event the individugervice is terminated within a designated pk(imt to exceed 18 months) following a
hostile change in control of the Company (whethesiccessful tender offer for more than 50% ofahtstanding voting stock or by proxy
contest for the election of Board members). Th& Rldministrator may also provide for the automatsting of any outstanding shares ur
the Stock Issuance Program upon similar terms anditions.

The acceleration of vesting in the event of a cleanghe ownership or control of the Company magéen as an anti-takeover provision and
may have the effect of discouraging a merger pralpastakeover attempt or other efforts to gaintedof the Company.

FINANCIAL ASSISTANCE

The Plan Administrator may permit one or more pgénts to pay the exercise price of outstandirtgpnp or the purchase price of the shares
under the Option Plan by delivering a promissorienmayable in installments. The Plan Administratdr determine the terms of any such
promissory note. However, the maximum amount ddriting provided any optionee may not exceed thie cassideration payable for the
purchased shares plus all applicable taxes incumrednnection with the acquisition of the shafsy such promissory note may be subject
to forgiveness in whole or in part, at the disanetdf the Plan Administrator, over the participaupieriod of service.

SPECIAL TAX ELECTION

The Plan Administrator may provide one or more bodcbf options or unvested shares with the righiatee the Company withhold a portion
of the shares otherwise issuable to such indiv&limsatisfaction of the tax liability incurred bych individuals in connection with the
exercise of those options or the vesting of thtwsees. Alternatively, the Plan Administrator malpwal such individuals to deliver previously
acquired shares of Common Stock in payment of suchability.

AMENDMENT AND TERMINATION

The Board may amend or modify the Option Plan yn@nall respects whatsoever subject to any redusteckholder approval. The Board
may terminate the Option Plan at any time, andpton Plan will in all events terminate on Apr),2006.
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OPTION GRANTS

The table below shows, as to each of the execoffi@ers named in the Summary Compensation Tabdetla@ various indicated groups, the
number of shares of Common Stock subject to optipasted between January 1, 1996 and March 7, a88&r the Option Plan and the
predecessor 1995 Stock Option Plan, together Wwighweighted average exercise price payable peeshar

NUMBER OF WEIGHTED AVERAGE

NAME AND POSITION OPTION SHARES(1) EXERCISE PRICE
Michael R. HENSON.........cccovveeiiieeiiee, . 170,000 $11.79
President and Chief Executive Officer
Dana P. Nickell..........ccoveeeeiiiiieeeenne. . 25,000 $9.50
Vice President, Finance and Administration
Jeffrey F. O'Donnell..........cccccoevveevnnnnne. . 15,000 $9.50

Vice President, Sales and Marketing
All current executive officers as a group (5

PEISONS)...eviiiiiiiiieaiiee e . 268,000 $11.51
All current directors (other than executive officer s)

as a group

(4 PEISONS)...cceiuiieiiiieaiiie e . 20,000 $12.00
All employees, including current officers who are n ot

executive officers, as a group (60 persons)...... . 250,000 $10.66

(1) Includes shares granted on the basis of the@d@0Ghare increase which are subject to stockhaluleroval and which are listed below in
the table under New Plan Benefits.

As of March 7, 1997, approximately 222,000 shafegSammon Stock had been issued under the Optiam Bfgoroximately 1,191,000 shares
of Common Stock were subject to outstanding optiand approximately 487,000 shares of Common Siask available for future option
grants, inclusive of the 700,000 share increasehwiiockholders are being asked to approve undePtbposal No. 1.

NEW PLAN BENEFITS

The table below shows, as to each of the execoffi@ers named in the Summary Compensation Tabdetla@ various indicated groups, the
number of shares of Common Stock subject to optipasted between January 1, 1996 and March 7, a88&r the Option Plan, which were
granted on the basis of the 700,000 share incfeaséhich stockholder approval is sought, togethigh the weighted average exercise price
payable per share.

NUMBER OF WEIGHTED AVERAGE

NAME AND POSITION OPTION SHARES EXERCISE PRICE
Michael R. HENSON.........ccccooveiiiieeiiee, . 39,000 $9.50
President and Chief Executive Officer
Dana P. Nickell.........ccoveeeeiiiieeeenne. . 24,000 $9.50
Vice President, Finance and Administration
Jeffrey F. O'Donnell..........cccccoevveevnnnnne. . 14,000 $9.50

Vice President, Sales and Marketing
All current executive officers as a group (5

PEISONS)...uviciiieiiieeciiee e eeiee e . 85,000 $9.50
All current directors (other than executive officer s)

as a group

(4 PEISONS)...uiiiiieiiiiiiee e . 0 0
All employees, including current officers who are n ot

executive officers, as a group (42 persons)...... . 128,000 $9.50

As of March 7, 1997, options covering an aggregatgpproximately 213,000 shares of Common Stocletmeen granted on the basis of the
700,000 share increase for which stockholder agbiis\vsought under this Proposal. Those optiong laaweighted average exercise price of
$9.50 per share and were granted to a total offiayees, four of whom are executive officers & @ompany. None of the aforementioned
options were granted to members of the Board oféddars. However, each individual who is reelected aonemployee Board member at
1997 Annual Meeting will automatically receive hat time an option for 5,000 shares of Common Saickn exercise price equal to the fair
market value of the shares on such grant date.



FEDERAL INCOME TAX CONSEQUENCES
OPTION GRANTS

Options granted under the Option Plan may be eitteemtive stock options which satisfy the requiests of Section 422 of the Internal
Revenue Code or non-statutory options which arémended to meet such requirements. The Federairia tax treatment for the two types
of options differs as follows:

Incentive Stock Options. No taxable income is reiped by the optionee at the time of the optiomgrand no taxable income is generally
recognized at the time the option is exercised. dgi®nee will, however, recognize taxable incoméhie year in which the purchased shares
are sold or otherwise disposed of. For Federaptagposes, dispositions are divided into two catiegoXi) qualifying and (ii) disqualifying. A
qualifying disposition occurs if the sale or otlsposition is made after the optionee has heldliages for more than two years after the
option grant date and more than one year afteexbecise date. If either of these two holding psits not satisfied, then a disqualifying
disposition will result.

If the optionee makes a disqualifying dispositidnhe purchased shares, then the Company will hidezhto an income tax deduction, for
taxable year in which such disposition occurs, etputhe excess of

(i) the fair market value of such shares on théoopexercise date over

(i) the exercise price paid for the shares. Irotiwer instance will the Company be allowed a dednatith respect to the optionee's
disposition of the purchased shares.

Non-Statutory Options. No taxable income is recognizgén optionee upon the grant of a non-statutption. The optionee will in general
recognize ordinary income, in the year in whichdpéon is exercised, equal to the excess of tharfarket value of the purchased shares on
the exercise date over the exercise price paithoshares, and the optionee will be required tisfgahe tax withholding requirements
applicable to such income.

If the shares acquired upon exercise of the namisiy option are unvested and subject to repuehgghe Company in the event of the
optionee's termination of service prior to vestimghose shares, then the optionee will not recagany taxable income at the time of exetr
but will have to report as ordinary income, as aten the Company's repurchase right lapses, anrarequal to the excess of (i) the fair
market value of the shares on the date the repseatight lapses over

(i) the exercise price paid for the shares. Thigomge may, however, elect under Section 83(bhefibternal Revenue Code to include as
ordinary income in the year of exercise of the@mptn amount equal to the excess of (i) the fainketazalue of the purchased shares on the
exercise date over (ii) the exercise price paidstarh shares. If the

Section 83(b) election is made, the optionee vatinecognize any additional income as and whemdparchase right lapses.

The Company will be entitled to an income tax démcequal to the amount of ordinary income recagdiby the optionee with respect to
the exercised non-statutory option. The deductidhimgeneral be allowed for the taxable yearts Company in which such ordinary
income is recognized by the optionee.

STOCK APPRECIATION RIGHTS

An optionee who is granted a stock appreciationtnigll recognize ordinary income in the year okesise equal to the amount of the
appreciation distribution. The Company will be #atl to an income tax deduction equal to the apatiea distribution for the taxable year in
which such ordinary income is recognized by théomgte.

DEDUCTIBILITY OF EXECUTIVE COMPENSATION.

The Company anticipates that any compensation dig@aid by it in connection with disqualifying dispiions of incentive stock option
shares or exercises of non-statutory options gdantth exercise prices equal to the fair marketigadf the shares on the grant date will
qualify as performance-based compensation



for purposes of Internal Revenue Code Section 1pa(d will not have to be taken into account forgmses of the $1 million limitation per
covered individual on the deductibility of the coemgation paid to certain executive officers of@mmpany. Accordingly, all compensation
deemed paid with respect to those options will iardaductible by the Company without limitation @ndnternal Revenue Code Section 162

(m).
ACCOUNTING TREATMENT

Option grants with exercise prices less than threriarket value of the shares on the grant datker@sult in a compensation expense to the
Company's earnings equal to the difference betweerxercise price and the fair market value ofstheres on the grant date. Such expense
will be accruable by the Company over the periad the option shares are to vest. Option grants aritexercise price equal to the fair
market value of the option shares at the time ahgwill not result in any charge to the Compamgemings. However, new FASB 123 will
require pro-forma disclosure to the Company's fom@rstatements indicating the impact which thosgoms would have upon the Company's
reported earnings were their value at the timerafigtreated as compensation expense. Whetheit granated at a discount, the number of
outstanding options may be a factor in determiniggCompany's earnings per share on a fully-dilbeesis.

Should one or more optionees be granted stock ajapign rights which have no conditions upon ex&ability other than a service or
employment requirement, then such rights will resutompensation expense to the Company's earnings

STOCKHOLDER APPROVAL

The affirmative vote of a majority of the shareste# Company's outstanding voting stock presen¢mmesented by proxy at the 1997 Annual
Meeting and entitled to vote on Proposal No. eguired for approval to amend the Option Planutisstockholder approval is not obtained,
then the share reserve will not be increased amdhtmbers of the Compensation Committee will nobbe eligible to receive option grants
under the Discretionary Option Grant Program oegxissuances under the Stock Issuance Programmgnajptions granted on the basis of
such share increase will terminate without beconeixegrcisable for any of the shares of Common Ssodiect to those options, and the
Option Plan will terminate once the balance ofghare reserve as last approved by the stockhdidsrbeen issued under the Option Plan.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE AP PROVAL OF THE AMENDMENT
TO THE 1996 STOCK OPTION/STOCK ISSUANCE PLAN.
PROPOSAL NO. 2
ELECTION OF DIRECTORS

Five (5) directors will be elected at the Annualédleg by the holders of CVD Common Stock to semtl the next Annual Meeting and ur
their successors are elected and qualified, of tingtir earlier death, resignation or removal. Board of Directors will vote all proxies
received by them FOR the nominees listed belowssni¢herwise instructed in writing on such proxigeTive (5) candidates receiving the
highest number of affirmative votes of shares ktito vote at the Annual Meeting will be electégkdtors of CVD. In the event any nomir

is unable to or declines to serve as a directtraatime of the Annual Meeting, the proxies will\agted for an additional nominee who shall
be designated by the annual current Board of Diredb fill the vacancy. As of the date of this Br&tatement, the Board of Directors is not
aware of any nominee who is unable or will dectimserve as director. In the event that additigembons are nominated for election as
directors, the proxy holders intend to vote all4ies received by them in such a manner in accorlaiiith cumulative voting as will assure
the election of as many of the nominees listedwels possible, with any required selection amorfp sitominees to be determined by the
proxy holders.



INFORMATION WITH RESPECT TO NOMINEES

Set forth below, as of March 7, 1997, for each mamifor director of CVD is information regarding laige, position(s) with CVD, the period
he has served as a director, any family relatignalith any other director or executive officer ¥ B, and the directorships currently held by

him in corporations whose shares are publicly tegsl.

NOMINEE, AGE AND
FIRST YEAR AS DIRECTOR

Mitchell Dann, 36, 1996............ Since April 1
& Co., Inc.,
October 1982
position of M
Group, the ve
Advisors, Inc
Urologix, Inc

William G. Davis, 65, 1995......... Mr. Davis is
1957 to 1984,
and Company,
served as Exe
International
Vice Presiden
1982, and Pre
sion, from 19
is also a dir
Corporation,
Therapeutics,

Michael R. Henson, 51, 1995........ Mr. Henson jo
Chief Execulti
Directors. Pr
the Chief Exe
to February 1
February 1993
February 1988
Executive Off
medical laser
in 1983, Mr.
G.D. Searle &
Hospital Prod
Marketing Man

Edward M. Leonard, 55, 1996........ Mr. Leonard h
Brobeck, Phle
since 1978.

Gerard von Hoffmann, 40, 1996...... Gerard von Ho
April 1996. H
Martens, Olso
1986 and has

THE BOARD OF DIRECTORS AND ITS COMMITTEES

PRINCIPAL OCCUPATION AND
BUSINESS EXPERIENCE

991, Mr. Dann has been President of M. Dann
a venture capital advisory firm. From

to April 1991, he co-founded and held the
anaging Partner at IAl Venture Capital

nture capital division of Investment

. Mr. Dann is Chairman of the Board of

an independent business consultant. From
Mr. Davis was associated with Eli Lilly

a diversified health care company, where he
cutive Vice President, Eli Lilly

Corporation, from 1972 to 1975, Executive
t, Pharmaceutical Division, from 1975 to
sident, Medical Instrument Systems Divi-
82 until his retirement in 1984. Mr. Davis
ector of ALZA Corporation, Collagen
EndoSonics Corporation and Target

Inc.

ined CVD in February 1995 as President,

ve Officer and Chairman of the Board of

ior to joining CVD, Mr. Henson served as
cutive of EndoSonics Corporation from 1988
995, and as Chairman of the Board from

to November 1996. Between April 1983 and
, Mr. Henson served as President and Chief
icer of Trimedyne, Inc., a manufacturer of

s and catheters. Prior to joining Trimedyne
Henson held positions as Vice President for
Company, Director of Marketing for the
ucts Division of Abbott Laboratories and
ager for Bristol Myers and Company.

as been a partner in the law firm of
ger & Harrison LLP, CVD's general counsel,

ffmann joined the Company as a director in
e has been with the law firm of Knobbe,

n & Bear LLP, CVD's patent counsel, since
been a partner since 1989.

The Board of Directors met eight (8) times durihg year ended December 1996. Each Director attestdedst 75% of the aggregate of (1)
the total number of meetings of the Board of Divestand (2) the total number of meetings held bZammittees of the Board on which st

Director served.

CVD has a standing Audit Committee composed of kedsdward M. Leonard and Gerard von Hoffmann. Abdit Committee is primarily
responsible for approving the services performethbyCompany's independent public accountants @aneéviewing and evaluating the
Company's accounting principles and reporting fgastand its system of internal accounting contrbfe Audit Committee met two (2)

times during the year ended December 31, 1996.

CVD has a standing Compensation Committee whichtimee (3) times during the year ended Decembet 396. For the 1996 fiscal year,

this Committee consisted of Mitchell Dann and VHithi G.



Davis. The Committee administers the 1996 Opti@mRInd reviews and acts on matters relating to eosgtion levels and benefit plans for
key executives of

CVD. The Compensation Committee has the exclusiveep and authority to make stock option grants utige 1996 Option Plan to the
Company's officers.

CVD has a Pricing Committee which was formed inreztion with the initial public offering held in da 1996. The Pricing Committee met
one (1) time during the year ended December 316.1B8is Committee consists of Messrs. Michael Rndtéa and William G. Davis.

REMUNERATION

Nonr-employee directors each receive a fee of $1,50@perter and reimbursement for certain travel agps and other out-of-pocket costs.
Non-employee Board members are eligible to receivigiroption grants under the Automatic Option Griarogram in effect under the
Company's 1996 Stock Option/Stock Issuance Placoringly, each individual who was a non-employeai8l member at the time of the
initial public offering received at that time antamnatic option grant to purchase 5,000 shares afif@on Stock at an exercise price of $12.00
per share (the fair market value per share of Com8tock on the grant date). The remaining termeffiect for each option grant made under
the Automatic Option Grant Program are summarind@roposal No. 1 above.

Mr. Leonard, a member of the Company's Board oé®aors, is a partner at Brobeck, Phleger & HarrisoR, which serves as General
Counsel to the Company.

Mr. von Hoffmann, a member of the Company's Bodmitectors, is a partner at Knobbe, Martens, Ol&dBear LLP, which serves as
Patent Counsel to the Company.

All directors hold office until the next Annual Migreg of Stockholders and until their successorsehasen elected. Officers are appointed to
serve, at the discretion of the Board of Directargjl their successors are appointed. There afamdy relationships among executive
officers or directors of CVD. There are no arrangata or understandings involving any director or aominee regarding such person's
status as a director or nominee.

COMPLIANCE WITH SECTION 16(A) OF THE SECURITIES EXC HANGE ACT OF 1934

The members of the Board of Directors, the exeeutificers of CVD and persons who hold more tha¥ 1 the Company's outstanding
Common Stock are subject to the reporting requirgmef Section 16(a) of the Securities ExchangeoAd934 which require them to file
reports with respect to their ownership of the CamrStock and their transactions in such CommonkS®ased upon (i) the copies of
Section 16(a) reports which CVD received from spelsons for their 1996 fiscal year transactionth@Common Stock and their Common
Stock holdings and (ii) the written representaticeteived from one or more of such persons thammual Form 5 reports were required tc
filed by them for the 1996 fiscal year, CVD beliswtbat all reporting requirements under Sectiom)L&(r such fiscal year were met in a
timely manner by its executive officers, Board mensband greater than ten-percent stockholderspextat Messrs. Dann and von
Hoffmann each filed one late report with respearnmpen market purchase.

CERTAIN TRANSACTIONS

Other than the officer loans described above ukdecutive Compensation and Related InformationQbmpany was not involved in any
transaction during the fiscal year ended Decemibef 896 in which a director, officer or greaterrtt&#o stockholder had a direct or indirect
material interest involving an amount in exces$&d,000.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE EL ECTION OF ALL FIVE
NOMINEES NAMED ABOVE.
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PROPOSAL NO. 3
RATIFICATION OF SELECTION OF INDEPENDENT AUDITORS

The firm of Ernst & Young LLP served as independanditors for CVD for the fiscal year ended Decenfiie 1996. The Board of Directo

on the recommendation of CVD's management, hastedl¢hat firm to continue in this capacity for tharent fiscal year. CVD is asking the
stockholders to ratify the selection by the Bodr®wectors of Ernst & Young LLP, as independenditars to audit the consolidated financ
statements of CVD for the fiscal year ending Decen#d, 1997 and to perform other appropriate sesvié representative of Ernst & Young
LLP is expected to be present at the Annual Medabrmgspond to stockholders' questions, and tipsiesentative will be given an opportunity
to make a brief presentation to the stockholdehg ibr she so desires and will be available toaedo appropriate questions. CVD has been
advised by Ernst & Young LLP that neither that finor any of its associates has any material relahipp with CVD nor any affiliate of CVI

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR RATIEATION. In the event that a majority of the shaveted at the
Annual Meeting do not vote for ratification of thelection of Ernst & Young LLP, the Board of Direx will reconsider such selection.
Under all circumstances, the Board retains thearatp authority to change the auditors at a ladég.d

GENERAL
SECURITY OWNERSHIP OF OFFICERS, DIRECTORS AND PRINCIPAL STOCKHOLDERS

The following table sets forth certain informatiomown to CVD regarding the ownership of CVD's Conmn&iock as of February 14, 1997
by (i) each stockholder known to CVD to be a besiafiowner of more than five percent (5%) of CVD@smmon Stock, (ii) each director a
nominee for director, (iii) the Named Officers @gh term is defined under the caption "Executisen@ensation and Related Information --
Summary of Cash and Certain Other Compensatior'Yiahall current directors and officers of CVD agroup.

NUMBER
OF SHARES PERCENT OF
BENEFICIALLY OUTSTANDING
NAME OF PRINCIPAL STOCKHOLDER OWNED(1) SHARES(2)

EndoSonics Corporation.............cccceeeeuenen.
6616 Owens Drive
Pleasanton, CA 94588

Boston Scientific Corporation(3)...................
One Boston Scientific Place
Natick, MA 01760

Wells Fargo Bank, N.A.(4).......coovevcvvvrnnnnnns
464 California Street
San Francisco, CA 94163

Scudder, Stevens & Clark, INC.(5)........cueveeee.
345 Park Avenue
New York, New York 10154

Michael R. HENSON(6)......ccvevvviiiiieiiiieeees 132,291 1.45

Mitchell Dann(7).....ccccceveveeeeeeeveiiieee 7,500 *

........ 4,040,000 44.49%

........ 880,000 9.56

........ 642,500 7.08

........ 584,300 6.43

William G. Davis(8)......cccovvvvvvveeviveneaaeeas 6,875 *
Gerard von Hoffmann(9).......ccccccevvveeeneeee. L 6,150 *
Edward M. Leonard(10).... . 6,807 *
Dana P. Nickell(11)...ccoooceveveeeeiiaiiiiiieeeee 15,700 *
Jeffrey F. O'Donnell(12)........ccooevvvveveees 31,250 *
All directors and officers as a group (13 persons)( 13)..... 278,654 3.00

Total Principal Stockholders............ . ... 6,425,454 68.39%
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* Represents beneficial ownership of less than 1%.

(1) The number of shares of Common Stock benelffjoiained includes any shares issuable pursuarnbtk ®ptions that may be exercised
within 60 days after February 14, 1997. Sharesalsieupursuant to such options are deemed outstfatitomputing percentage of the
person holding such options but are not deemee tmukstanding for computing the percentage of ahgrgerson.

(2) Applicable percentages are based on 9,080 8&2s outstanding on February 14, 1997.

(3) Pursuant to a Schedule 13G filed with the Cossion on February 14, 1997, Boston Scientific Caafion reported that as of December
31, 1996 it had sole voting and investment power &30,000 shares. Includes warrants to purcha3®0@ shares of the Company's
Common Stock.

(4) Pursuant to a Schedule 13G filed with the Cossion on February 14, 1997, Wells Fargo Bank, Kefiorted that as of December 31,
1996 it had shared investment power over such 88%Bares, sole voting power over 561,600 of shahes and shared voting power over
1,500 of such shares.

(5) Pursuant to a Schedule 13G filed with the Cossion on February 10, 1997, Scudder Stevens & Cliack reported that as of December
31, 1996 it had sole investment power over such3®shares, sole voting power over 181,900 of shalnes and shared voting power over
290,300 of such shares.

(6) Includes 15,791 shares subject to options ésadrte within 60 days after February 14, 1997.

(7) Includes 5,000 shares subject to options esaipbe within 60 days after February 14, 1997.

(8) Includes 6,875 shares subject to options esainde within 60 days after February 14, 1997.

(9) Includes 5,000 shares subject to options esaipbé within 60 days after February 14, 1997.

(10) Includes 5,000 shares subject to options ésadrte within 60 days after February 14, 1997.

(11) Includes 15,500 shares subject to optionsoisadsle within 60 days after February 14, 1997.

(12) Includes 31,250 shares subject to optionscisadsle within 60 days after February 14, 1997.

(13) Includes 194,497 shares subject to optionscesable within 60 days after February 14, 1997.
EXECUTIVE COMPENSATION AND RELATED INFORMATION

COMPENSATION COMMITTEE REPORT

Prior to the Company's initial public offering inrke 1996, the Board set the base salary and bofarsthe Company's executive officers and
administered the Company's stock option plan. Theznsation Committee was established at the tfrtteeanitial public offering. It is the
responsibility of the Compensation Committee of @\ Board of Directors to make recommendationtheoBoard with respect to the base
salary and bonuses to be paid to the Company'sigxeofficers each fiscal year. In addition, thenipensation Committee has the exclusive
authority to administer the CVD 1996 Stock Optidot& Issuance Plan with respect to option grantssdock issuances made thereunder to
such officers and other key employees. The follgwita summary of the policies of the Compensaflommittee which affect the
compensation paid to executive officers, as rediddn the tables and text set forth elsewhereigRhoxy Statement.

GENERAL COMPENSATION POLICY. Under the supervisiohthe Compensation Committee, CVD has developsahgpensation policy
which is designed to attract and retain qualifiegt Executives critical to the Company's success@pdovide such executives with
performance-based incentives tied to the achievenfddompany milestones. One of the Committeeisi@ry objectives is to have a
substantial portion of each officer's total compgias contingent upon the Company's performanaeedisas upon the individual's
contribution to the success of CVD as measureddpdrsonal performance. Accordingly, each exeeutiificer's compensation package is
fundamentally comprised of three elements: (i) lsdary which reflects individual performance argeztise and is designed to be
competitive with salary levels in the industry) (fariable performance awards payable in cashiaddd the Company's achievement of
certain goals; and (iii) long-term stock-based irtne awards which strengthen the mutuality ofiests between the executive officers and
the CVD stockholders.
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FACTORS. The principal factors which were consideareestablishing the components of each execuofifieer's compensation package for
the 1996 fiscal year are summarized below. HowaherCommittee may in its discretion apply diffaréactors, particularly different
measures of financial performance, in setting etteewwompensation for future fiscal years.

- BASE SALARY. The base salary levels for the exeeuofficers were established by the Board for1B86 fiscal year on the basis of the
following factors: personal performance, the estedasalary levels in effect for similar positiortsasselect group of companies with which
Company competes for executive talent, and interoadparability considerations. The Board, howeddat,not rely upon any specific
compensation surveys for comparative compensatigpoges. Instead, the Board made its decisiors the tappropriate market level of base
salary for each executive officer on the basigotinderstanding of the salary levels in effectsiarilar positions at those companies with
which the Company competes for executive talenseBsalaries will be reviewed by the Compensatiomi@iitee on an annual basis, and
adjustments will be made in accordance with theofadndicated above.

- ANNUAL INCENTIVE COMPENSATION. CVD has adopted &mployee Bonus Plan pursuant to which the Boaifdigctors has
discretionary authority to award cash bonuses éz@tkve officers and employees in accordance witommendations made by the
Compensation Committee based upon the extent tchwdartain financial and performance targets eistaddl semi-annually by the
Compensation Committee are met and the contributi@ach such officer and employee to the attainrobsuch targets. For fiscal year
1996, the performance targets for each of the Nabftiders included gross sales, cash flow, enginggoroduct goals and regulatory
submission goals. The weight given to each facanied from individual to individual.

- LONG-TERM INCENTIVE COMPENSATION. CVD has also @gted the 1996 Stock Option/Stock Issuance Plach geant under the
Plan is designed to align the interests of the @etkee officer with those of the stockholders andyide each individual with a significant
incentive to manage CVD from the perspective obaner with an equity stake in the business. Thelbmrmof shares subject to each option
grant is based upon the officer's tenure, leveesponsibility and relative position in CVD. Ther@pany has established certain general
guidelines in making option grants to the executiffecers in an attempt to target a fixed numbeuvested option shares based upon the
individual's position with the Company and theiisting holdings of unvested options. However, tleenpany does not adhere strictly to
these guidelines and will vary the size of theaptjrant made to each executive officer as it fdescircumstances warrant. Each grant
allows the officer to acquire shares of CVD Comntock at a fixed price per share (the market mit¢he grant date) over a specified
period of time (up to 10 years from the date ohtjrarhe option normally vests in periodic instadimis over a four-year period, contingent
upon the executive officer's continued employmeitih the Company. Accordingly, the option will prdei a return to the executive officer
only if he or she remains in the Company's emptaythe market price of the Company's Common Stppkexiates over the option term.

- CEO COMPENSATION. In setting the base salaryMor Michael R. Henson, the Company's Chief Exe@i®fficer, for the 1996 fiscal
year, the Compensation Committee sought to pravihewith a level of salary which is competitive Wwitalaries paid to chief executi
officers of similarly-sized companies in the indysind commensurate with Mr. Henson's experienberdwas no intent on the
Compensation Committee's part to have this pagiaadmponent of Mr. Henson's compensation affeicteshy significant degree by
Company performance.

Mr. Henson's incentive cash compensation for tle6 ¥&cal year was based on an overall assessrhbigt achievement in implementing
certain internal practices to strengthen the mamagéteam and further the Company's business dawelot.

The long-term incentive component of Mr. Hensooisipensation for the 1996 fiscal year consistedsibak option grant on November 4,
1996 to purchase 130,000 shares. As previouslgatei, this grant was designed to provide a spiemiahtive to Mr. Henson to contribute to
the Company's financial success.
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COMPLIANCE WITH INTERNAL REVENUE CODE SECTION 162(MSection 162(m) of the Internal Revenue Codectetkin 1993,
generally disallows a tax deduction to publiclychebrporations for compensation exceeding $1 milpaid to certain of the corporation's
executive officers. The limitation applies onlyadmmpensation which is not considered to be perfaoedased. The non-performance based
compensation to be paid to the Company's execaffieers for the 1996 fiscal year did not exceeel $1 million limit per officer, nor is it
expected that the non-performance based compengath® paid to the Company's executive officerdiszal 1997 will exceed that limit.
The Company's 1996 Stock Option/Stock IssuanceiBlsinuctured so that any compensation deemedt@aid executive officer in
connection with the exercise of option grants mawder that plan will qualify as performance-basecshpensation which will not be subject
to the $1 million limitation. Because it is verylikely that the cash compensation payable to arth@Company's executive officers in the
foreseeable future will approach the $1 millionitithe Compensation Committee has decided atithis not to take any other action to limit
or restructure the elements of cash compensatipalpato the Company's executive officers. The Gamsption Committee will reconsider
this decision should the individual compensatioamy executive officer ever approach the $1 millevel.

COMPENSATION COMMITTEE

William G. Davis
Mitchell Dann

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The members of the Compensation Committee of thepg2oy's Board of Directors for the 1996 fiscal yware Mitchell Dann and William
G. Davis. No member of the Compensation Committas & any time during the 1996 fiscal year or gtather time an officer or employee
of CVD.

No executive officer of CVD served on the boardlivéctors or compensation committee of any entityclv has one or more executi
officers serving as a member of the Company's BoaRirectors or Compensation Committee.
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STOCK PERFORMANCE GRAPH

The graph depicted below shows CVD's stock pricanaimdex assuming $100 invested on June 19, iBe&late of CVD's initial public
offering), along with the composite prices of comiga listed on the CRSP Total Return Index for dal Association of Securities Dealers
Automated Quotation ("Nasdaq") Stock Market andHlaenbrecht & Quist Incorporated Total Return IndexHealthcare Technology
Companies (Excluding Biotechnology). This infornsathas been provided to CVD by Hambrecht & Quisbtporated.

PERFORMANCE GRAPH FOR CARDIOVASCULAR DYNAMICS, INC.
INDEXED COMPARISON OF CUMULATIVE TOTAL RETURN
CRSP TOTAL RETURN INDEX FOR NASDAQ STOCK MARKET AND
THE HAMBRECHT AND QUIST TOTAL RETURN INDEX FOR HEAL THCARE TECHNOLOGY COMPANIES
(EXCLUDING BIOTECHNOLOGY)

H&Q HEALTH-
CARDIOVASCU- CARE EXCLUDI
MEASUREMENT PERIOD LAR DYNAMICS NA SDAQ STOCK NG BIOTECH-
(FISCAL YEAR COVERED) INC. M ARKET-U.S. NOLOGY

6/19/96 100 100 100
JUN-96 102.08 100.64 100.69
JULY-96 106.25 91.68 92.22
AUG-96 125.00 96.82 98.24
SEP-96 127.08 104.23 110.50
OCT-96 108.33 103.09 104.75
NOV-96 102.08 109.48 107.98
DEC-96 108.33 109.35 111.18

Note: Assumes $100 invested on 6/19/96 in CVD arttié CRSP Total Return Index for Nasdaq Stock Efeakd the H&Q Total Retul
Index for Healthcare Technology Companies (Exclgddiotechnology). Assumes Reinvestment of Divideows daily basis.

Notwithstanding anything to the contrary set fartlany of the Company's previous filings under $eeurities Act of 1933 or the Securit
Exchange Act of 1934 which might incorporate futfiliags, including this Proxy Statement, the priogg Compensation Committee Report
on Executive Compensation and the Company StodkPeeince Graph will not be incorporated by refeeeimto any of those prior filings,
nor will such report or graph be incorporated fgmence into any future filings made by the Companger those statutes.

SUMMARY OF CASH AND CERTAIN OTHER COMPENSATION

The following table sets forth the compensatiomedr by the Company's Chief Executive Officer, Menson, who has served in such
capacity since February 1, 1995, and the two atkecutive officers
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whose compensation for the 1996 fiscal year waxaess of $100,000, for services rendered in alhcities to the Company for each of the
last two fiscal years. No other executive officdromvould have otherwise been includable in sucketab the basis of salary and bonus
earned for the 1996 fiscal year resigned or tertathemployment during that fiscal year. All theiinduals named in the table will
hereinafter be referred to as the "Named Officers."

SUMMARY COMPENSATION TABLE

LONG TERM
COMPENSATION
AWARDS
ANNUAL COMPENSATION SHARES
UNDERLYING
NAME AND PRINCIPAL POSITION YEAR SALARY(1) BONUS OPTIONS
Michael R. HENSON.........cccovvivieeeeiieee. 1996 $200,000 $60,000 130,000
President and Chief Executive Officer 1995 189,850 70,000 250,000
Dana P. Nickell.........cccocuveveiiiireeinns 1996 108,000 19,440
Vice President, Finance and Administration 1995 5,934 -
Jeffrey F. O'Donnell..........ccceeceeiiinans 1996 179,200 15,000
Vice President, Sales and Marketing 1995 8,585 4,000

(1) Includes amounts contributed by the Named @ffido the Company's 401(K) Plan.

STOCK OPTIONS

The following table provides information with regpéo the stock option grants made during the 1@l year under the Company's 1996

Stock Option/Stock Issuance Plan to the Named @8idNo stock appreciation rights were grantedndusiuch fiscal year to the Named
Officers.

OPTION GRANTS IN LAST FISCAL YEAR

INDIVIDUA L GRANTS POTENTIAL REALIZABL E
-------------------------------------------------- VALUE
% OF TOTAL AT ASSUMED ANNUAL RA TES
NUMBER OF  OPTIONS OF STOCK PRICE
SECURITIES GRANTED TO EXERCISE APPRECIATION FOR
UNDERLYING EMPLOYEES IN OR BASE OPTION TERM
OPTIONS  FISCAL PRICE EXPIRATION  --ememmemmemeneee
NAME GRANTED(1) YEAR(2) ($/SH)(3) DATE 5%($)(4)  10%($) ()
Michael R. Henson....... 130,000  40.75% $12.50 11/03/2006 $1,021,954 $2,589 831

Dana P. Nickell......... -
Jeffrey F. O'Donnell.... -- - - - -

(1) The option listed in the table was granted urnlde Company's 1996 Stock Option/Stock Issuanae.Hlhe option was granted on
November 4, 1996, and has a maximum term of tersymaasured from the grant date, subject to eaeierination upon the optiones
termination of service with the Company. Twentyefipercent (25%) of the options are exercisable tipeoptionee's completion of one year
of service measured from November 4, 1996, and #setbalance of the option shares in a seriesaessive equal monthly installments
upon the optionee's completion of each additionahtim of service over the next 36 months thereafter.

(2) Based upon options granted for an aggregadd @000 shares to employees in 1996, includindNdmed Officers.

(3) The exercise price may be paid in cash, ineshaf the Company's Common Stock valued at faiketaralue on the exercise date or
through a cashless exercise procedure involvirapreesday sale of the purchased shares. The Compaylso finance the option exercise
by loaning the optionee sufficient funds to pay ¢lercise price for the purchased shares, togetitieiany federal and state income tax
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liability incurred by the optionee in connectiorthvsuch exercise. The Compensation Committee dBtzed of Directors, as the Plan
Administrator of the Company's 1996 Stock OptioaéBtissuance Plan, has the discretionary authtritgprice the options through the
cancellation of those options and the grant ofaeginent options with an exercise price based ofathmarket value of the option shares on
the grant date.

(4) The 5% and 10% assumed annual rates of compduwstdck price appreciation are mandated by rulésecSecurities and Exchange
Commission. There can be no assurance provideaytexecutive officer or any other holder of the Qamy's securities that the actual stock
price appreciation over the option term will betet assumed 5% and 10% levels or at any othereatefavel. Unless the market price of the
Common Stock appreciates over the option term abaewill be realized from the option grants maaléhie executive officers.

OPTION EXERCISES AND HOLDINGS

The table below sets forth information concernimg ¢xercise of options during the 1996 fiscal yeat unexercised options held by the
Named Officers as of the end of such year. No stggkeciation rights were exercised by the Namdat€@$ during such fiscal year or we
outstanding at the end of that year.

AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR
AND FISCAL YEAR-END OPTION VALUES

NUMBER OF SECURITIES VALUE OF UNE XERCISED
SHARES UNDERLYING UNEXERCISED IN-THE-M ONEY
ACQUIRED AGGREGATE OPTIONS AT FY-END OPTIONS AT FY -END($)(2)
ON VALUE e e
NAME EXERCISE REALIZED(S) (1) EXERCISABLE UNEXERCISABLE EXERCISABLE U NEXERCISABLE
Michael R. Henson.......... 66,000  $438,900 50,667 263,333 $ 602,000 $ 1,646,000
Dana P. Nickell............ 0 0 14,000 42,000 161,000 483,000
Jeffrey F. O'Donnell....... 0 0 25,000 75,000 288,000 863,000

(1) Based on the deemed fair value (as determigetdebBoard) for options exercised prior to theiahipublic offering, less the exercise price
payable for such shares.

(2) Based on the fair market value of the Compa@gisimon Stock at year-end, $13.00 per share, hessxtercise price payable for such
shares.

MANAGEMENT CONTRACTS AND CHANGE IN CONTROL AGREEMEN TS

None of the Named Officers have employment agreésneith CVD. The employment of each of the Name@iaefs may be terminated
any time at the discretion of the Board of Direstdlowever, the Compensation Committee of the Bo&f@irectors has the authority as
administrator of the Company's 1996 Stock Optiamgstissuance Plan to provide for the acceleratstingof the shares of Common Stock
subject to any outstanding options held by the fHxecutive Officer and the Company's other exeeutifficers and any unvested shares
actually held by those individuals under the 19881Pin the event their employment were to be teatad (whether involuntarily or throug!
forced resignation) following a hostile take-ovétlee Company effected through a successful teftitanore than 50% of the Company's
outstanding Common Stock or through a change imisjerity of the Board as a result of one or maatested elections for Board
membership.

OFFICER LOANS

On June 15, 1996, CVD extended a loan in the amafudit 50,000, to Jeffrey F. O'Donnell, the Compsaiite President of Sales and
Marketing. The note was secured by a second detdstfon Mr. O'Donnell's home and has a five-yean with interest compounding semi-
annually at 6%. The principal and interest willchee five years from the date of the note.
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On September 16, 1996, the Company extended aesbfieee loan to Michael R. Henson, the Compadsesident and Chief Executive
Officer, in the amount of $175,000. The principadaunt of the loan will be due in full on Septemf8r 1998. The Company secured the |
by a deed of trust on certain real property ownetb. Henson.

On January 24, 1997, the Company extended a lodre iamount of $100,000 to Jeffrey H. Thiel, thePany's Vice President of
Operations. The note was secured by a second déecsioon Mr. Thiel's home and has a five-yeamtavith interest compounding semi-
annually at 6%. The principal and interest willchee five years from the date of the note.

DEADLINE FOR RECEIPT OF STOCKHOLDER PROPOSALS

Under the present rules of the Commission, the ldesafbr stockholders to submit proposals to besaered for inclusion in CVD's Proxy
Statement for next year's Annual Meeting of Stodltéis is December 16, 1997. Such proposals magdheded in next year's Proxy
Statement if they comply with certain rules andutations promulgated by the Commission.

OTHER BUSINESS

The Board of Directors is not aware of any othetteravhich may be presented for action at the AhMeeting. Should any other matter
requiring a vote of the stockholders arise, iniended that the proxy holders will vote on suchtena in accordance with their best judgment.

BY ORDER OF THE BOARD OF DIRECTORS

Dana P. Nickell
Secretary

April 16, 1997
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CARDIOVASCULAR DYNAMICS, INC.
1996 STOCK OPTION/STOCK ISSUANCE PLAN
(AS AMENDED AND RESTATED AS OF APRIL 8, 1997)

ARTICLE ONE
GENERAL PROVISIONS
I. PURPOSE OF THE PLAN

This 1996 Stock Option/Stock Issuance Plan is meerto promote the interests of CardioVascular Bying, Inc., a Delaware corporation,
providing eligible persons with the opportunityaoquire a proprietary interest, or otherwise insectheir proprietary interest, in the
Corporation as an incentive for them to remairhimgervice of the Corporation.

Capitalized terms shall have the meanings assigmedch terms in the attached Appendix.
Il. STRUCTURE OF THE PLAN
A. The Plan shall be divided into three separatetggrograms:

(i) the Discretionary Option Grant Program undeiahteligible persons may, at the discretion offfeen Administrator, be granted options to
purchase shares of Common Stock,

(i) the Stock Issuance Program under which el@jttrsons may, at the discretion of the Plan Adstriatior, be issued shares of Common
Stock directly, either through the immediate pusghaf such shares or as a bonus for services eghtter Corporation (or any Parent or
Subsidiary), and

(iii) the Automatic Option Grant Program under whligible non-employee Board members shall autmaildy receive option grants at
periodic intervals to purchase shares of CommonkSto

B. The provisions of Articles One and Five shalplgpto all equity programs under the Plan and shedlordingly govern the interests of all
persons under the Ple



[ll. ADMINISTRATION OF THE PLAN

A. The Primary Committee shall have sole and exeduguthority to administer the Discretionary Opti@rant and Stock Issuance Programs
with respect to Section 16 Insiders.

B. Administration of the Discretionary Option Gratd Stock Issuance Programs with respect to ladirgiersons eligible to participate in
those programs may, at the Board's discretionglsted in the Primary Committee or a Secondary Cdt@enior the Board may retain the
power to administer those programs with respeatitsuch persons.

C. Members of the Primary Committee or any Secon@ammittee shall serve for such period of tim¢h@sBoard may determine and may
be removed by the Board at any time. The Board atsty at any time terminate the functions of anyo&dary Committee and reassume all
powers and authority previously delegated to suchrnittee.

D. Each Plan Administrator shall, within the scabés administrative functions under the Plan,d&ul power and authority to establish
such rules and regulations as it may deem appttedna proper administration of the Discretionargtion Grant and Stock Issuance
Programs and to make such determinations undeiisand such interpretations of, the provisionsuchsprograms and any outstanding
options or stock issuances thereunder as it may deeessary or advisable. Decisions of the PlaniAidtrator within the scope of its
administrative functions under the Plan shall balfand binding on all parties who have an inteireitte Discretionary Option Grant or Stc
Issuance Program under its jurisdiction or anyaptr stock issuance thereunder.

E. Service on the Primary Committee or the Secgn@ammittee shall constitute service as a Board begrand members of each such
committee shall accordingly be entitled to full @minification and reimbursement as Board memberthér service on such committee. No
member of the Primary Committee or the Secondam@ittee shall be liable for any act or omission matgood faith with respect to the
Plan or any option grants or stock issuances uthaePlan.

F. Administration of the Automatic Option Grant Bram shall be self-executing in accordance withiéines of that program, and no Plan
Administrator shall exercise any discretionary fims with respect to option grants or stock issgeammade thereunder.

IV. ELIGIBILITY
A. The persons eligible to participate in the Dégimmary Option Grant and Stock Issuance Programasfollows:
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(i) Employees,
(i) non-employee members of the Board or the badmdirectors of any Parent or Subsidiary, and
(iii) consultants and other independent advisore wtovide services to the Corporation (or any Paseisubsidiary).

B. Each Plan Administrator shall, within the scabéts administrative jurisdiction under the Plaaye full authority (subject to the provisic
of the Plan) to determine, (i) with respect to ¢tiption grants under the Discretionary Option GRartgram, which eligible persons are to
receive option grants, the time or times when sption grants are to be made, the number of shiares covered by each such grant, the
status of the granted option as either an Incer@ipton or a Non-Statutory Option, the time or t&va which each option is to become
exercisable, the vesting schedule (if any) appleédthe option shares and the maximum term fdckvthe option is to remain outstanding
and (ii) with respect to stock issuances undeStioek Issuance Program, which eligible personsaareceive stock issuances, the time or
times when such issuances are to be made, the naingleares to be issued to each Participant, éséng schedule (if any) applicable to the
issued shares and the consideration to be pa&lfidr shares.

C. The Plan Administrator shall have the absoligerdtion either to grant options in accordancénthie Discretionary Option Grant Progr
or to effect stock issuances in accordance wittStioek Issuance Program.

D. The individuals eligible to participate in theitdmatic Option Grant Program shall be limitedi}dhose individuals who are serving as
non-employee Board members on the Underwriting Q@}jehose individuals who first become non-emy@e Board members after the
Underwriting Date, whether through appointmenthiy Board or election by the Corporation's stockéwadand (iii) those individuals who
are to continue to serve as non-employee Board rmenafter one or more Annual Stockholders Meetiredd after the Underwriting Date. A
non-employee Board member who has previously beémei employ of the Corporation (or any Parentudrsi&liary) shall not be eligible to
receive an initial option grant under the Automa&jgtion Grant Program on the Underwriting Dateiblafer) at the time he or she first
becomes a non-employee Board member, but suchduodivshall be eligible to receive periodic optignants under the Automatic Option
Grant Program upon his or her continued service rasn-employee Board member after one or more Artioakholders Meetings.

V. STOCK SUBJECT TO THE PLAN

A. The stock issuable under the Plan shall be shafrauthorized but unissued or reacquired ComntookSincluding shares repurchased by
the Corporation on the open market. The maximumbarrof shares of Common Stock which may be issued
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over the term of the Plan shall not exceed 1,9@s@ares. Such authorized share reserve is cordmigd the number of shares which
remained available for issuance, as of the Plaackffe Date, under the Predecessor Plan as lasivagpby the Corporation's stockholders,
including the shares subject to the outstandingogtto be incorporated into the Plan and (i) ddional increase of 700,000 shares
approved by the Board subject to stockholder amdratvthe 1997 Annual Meeting.

B. No one person participating in the Plan mayikeceptions, separately exercisable stock apprieciaights and direct stock issuances for
more than 800,000 shares of Common Stock in theeggte over the term of the Plan.

C. Shares of Common Stock subject to outstanditigrog (including any options incorporated from Bredecessor Plan) shall be available
for subsequent issuance under the Plan to thetgkk¢nose options expire or terminate for anysiaprior to exercise in full or (ii) those
options are cancelled in accordance with the céatg®i-regrant provisions of Article Two. Unvestsltres issued under the Plan and
subsequently cancelled or repurchased by the Catipor at the original issue price paid per shpoesuant to the Corporation's repurchase
rights under the Plan shall be added back to tinebeun of shares of Common Stock reserved for issuander the Plan and shall accordingly
be available for reissuance through one or morsement option grants or direct stock issuanceenthé Plan. However, should the
exercise price of an option under the Plan (ineigdiny option incorporated from the Predecessar)®la paid with shares of Common St
or should shares of Common Stock otherwise issuatier the Plan be withheld by the Corporatioraitisgaction of the withholding taxes
incurred in connection with the exercise of an@pir the vesting of a stock issuance under the, Bt@n the number of shares of Common
Stock available for issuance under the Plan sleatelduced by the gross number of shares for whigloption is exercised or which vest
under the stock issuance, and not by the net nuoflstrares of Common Stock issued to the holdeuoh option or stock issuance.

D. Should any change be made to the Common Stoc&dspon of any stock split, stock dividend, recdjziation, combination of shares,
exchange of shares or other change affecting ttetamding Common Stock as a class without the Gatjom's receipt of consideration,
appropriate adjustments shall be made to (i) th@rmam number and/or class of securities issuabtieuthe Plan, (ii) the number and/or
class of securities for which any one person magrhated options, separately exercisable stockegpgiion rights and direct stock issuances
in the aggregate under the Plan,

(iii) the number and/or class of securities for @thautomatic option grants are to be made subs#yuypar Eligible Director under the
Automatic Option Grant Program and (iv) the numdneal/or class of securities and the exercise pecesipare in effect under each
outstanding option (including any option incorperhfrom the Predecessor Plan). Such adjustmethsg toutstanding options are to be
effected in a manner which shall preclude the ditubr enlargement of benefits under such optidhg. adjustments determined by the Plan
Administrator shall be final, binding and concluesiv



ARTICLE TWO
DISCRETIONARY OPTION GRANT PROGRAM
I. OPTION TERMS

Each option shall be evidenced by one or more dectsrin the form approved by the Plan Administrgioovided, however, that each such
document shall comply with the terms specified beleach document evidencing an Incentive Optiodl sineaddition, be subject to the
provisions of the Plan applicable to such options.

A. Exercise Price.

1. The exercise price per share shall be fixechbyRlan Administrator but shall not be less thahtgi-five percent (85%) of the Fair Market
Value per share of Common Stock on the option giate.

2. The exercise price shall become immediatelyuhan exercise of the option and shall, subjechéogrovisions of Section | of Article Five
and the documents evidencing the option, be payatdee or more of the forms specified below:

(i) cash or check made payable to the Corporation,

(if) shares of Common Stock held for the requip#eiod necessary to avoid a charge to the Corporatearnings for financial reporting
purposes and valued at Fair Market Value on thedise Date, or

(iii) to the extent the option is exercised for tegsshares, through a special sale and remittanocequre pursuant to which the Optionee <
concurrently provide irrevocable written instructsoto (a) a Corporation-designated brokerage firffiect the immediate sale of the
purchased shares and remit to the Corporatiomfdhe sale proceeds available on the settlemdat dafficient funds to cover the aggregate
exercise price payable for the purchased sharssglilapplicable Federal, state and local inconteeanployment taxes required to be
withheld by the Corporation by reason of such dgerand (b) the Corporation to deliver the cerites for the purchased shares directly to
such brokerage firm in order to complete the sale.

Except to the extent such sale and remittance guweds utilized, payment of the exercise pricetf@ purchased shares must be made on the
Exercise Date.



B. Exercise and Term of Options. Each option gbhaléxercisable at such time or times, during sectog and for such number of shares as
shall be determined by the Plan Administrator agtdarth in the documents evidencing the optionwigleer, no option shall have a term in
excess of ten (10) years measured from the optiamt glate.

C. Effect of Termination of Service.
1. The following provisions shall govern the exsecof any options held by the Optionee at the tifngessation of Service or death:

(i) Any option outstanding at the time of the Op#e's cessation of Service for any reason shabireaxercisable for such period of time
thereafter as shall be determined by the Plan Ainétor and set forth in the documents evidendiggoption, but no such option shall be
exercisable after the expiration of the option term

(i) Any option exercisable in whole or in part the Optionee at the time of death may be exerasbdequently by the personal
representative of the Optionee's estate or by ¢ngop or persons to whom the option is transfgoreduant to the Optionee's will or in
accordance with the laws of descent and distributio

(iii) During the applicable post-Service exerciggipd, the option may not be exercised in the agageefor more than the number of vested
shares for which the option is exercisable on tite df the Optionee's cessation of Service. Uperespiration of the applicable exercise
period or (if earlier) upon the expiration of thgtion term, the option shall terminate and ceadgetoutstanding for any vested shares for
which the option has not been exercised. Howetierpption shall, immediately upon the Optioneessation of Service, terminate and cease
to be outstanding to the extent the option is logwise at that time exercisable for vested shares

(iv) Should the Optionee's Service be terminatedviisconduct, then all outstanding options heldhxy Optionee shall terminate immedial
and cease to be outstanding.

(v) In the event of an Involuntary Termination falling a Corporate Transaction, the provisions of
Section Il of this Article Two shall govern thernma for which the outstanding options are to remeiercisable following the Optionee's
cessation of Service and shall supersede any jwasito the contrary in this section.
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2. The Plan Administrator shall have the discretmrercisable either at the time an option is grduwir at any time while the option remains
outstanding, to:

(i) extend the period of time for which the optigrto remain exercisable following the Optione€ssation of Service from the period
otherwise in effect for that option to such gregteriod of time as the Plan Administrator shallrdesppropriate, but in no event beyond the
expiration of the option term, and/or

(i) permit the option to be exercised, during #pplicable posService exercise period, not only with respechriumber of vested share!
Common Stock for which such option is exercisabliha time of the Optionee's cessation of Servidgealso with respect to one or more
additional installments in which the Optionee wobi/e vested under the option had the Optioneénted in Service.

D. Stockholder Rights. The holder of an option khale no stockholder rights with respect to tharsh subject to the option until such
person shall have exercised the option, paid teecése price and become a holder of record of thelased shares.

E. Repurchase Rights. The Plan Administrator dfale the discretion to grant options which are @gable for unvested shares of Common
Stock. Should the Optionee cease Service whileitglsuch unvested shares, the Corporation shadl tiee/right to repurchase, at the
exercise price paid per share, any or all of thoseested shares. The terms upon which such remeacight shall be exercisable (including
the period and procedure for exercise and the gpijate vesting schedule for the purchased shahad))lze established by the Plan
Administrator and set forth in the document evidegasuch repurchase right.

F. Limited Transferability of Options. During thigetime of the Optionee, the option shall be exsable only by the Optionee and shall no
assignable or transferable other than by will oth®ylaws of descent and distribution following tptionee's death. However, a Non-
Statutory Option may be assigned in whole or int garing the Optionee's lifetime in accordance \tlith terms of a Qualified Domestic
Relations Order. The assigned portion may onlyxeecsed by the person or persons who acquire @rigtary interest in the option pursuant
to such Qualified Domestic Relations Order. Thenteapplicable to the assigned portion shall bestimee as those in effect for the option
immediately prior to such assignment and shalldiéasth in such documents issued to the assigadieeaPlan Administrator may deem
appropriate.



[I. INCENTIVE OPTIONS

The terms specified below shall be applicable téngkentive Options. Except as modified by the s@mns of this Section I, all the
provisions of Articles One, Two and Five shall ippléicable to Incentive Options. Options which gpedfically designated as Non-Statutory
Options when issued under the Plan shall not besuto the terms of this Section .

A. Eligibility. Incentive Options may only be gramt to Employees.

B. Exercise Price. The exercise price per shark sbiabe less than one hundred percent (1009 efair Market Value per share of
Common Stock on the option grant date.

C. Dollar Limitation. The aggregate Fair Market Malof the shares of Common Stock (determined #&weafespective date or dates of grant)
for which one or more options granted to any Empéoynder the Plan (or any other option plan ofQbgporation or any Parent or
Subsidiary) may for the first time become exerdis&s Incentive Options during any one (1) calerygar shall not exceed the sum of One
Hundred Thousand Dollars ($100,000). To the extenEmployee holds two (2) or more such optionsctvihiecome exercisable for the first
time in the same calendar year, the foregoing &ititit on the exercisability of such options as htise Options shall be applied on the basis
of the order in which such options are granted.

D. 10% Stockholder. If any Employee to whom an hiixe Option is granted is a 10% Stockholder, ttienexercise price per share shall not
be less than one hundred ten percent (110%) dfaiveMarket Value per share of Common Stock orojhigon grant date, and the option te
shall not exceed five (5) years measured from pimo grant date.

I1l. CORPORATE TRANSACTION/CHANGE IN CONTROL

A. In the event of any Corporate Transaction, eadistanding option shall automatically acceleratéhat each such option shall, immedia
prior to the effective date of the Corporate Tratisa, become fully exercisable for all of the sksmaof Common Stock at the time subject to
such option and may be exercised for any or athose shares as fully-vested shares of Common Sttmkever, an outstanding option shall
NOT so accelerate if and to the extent: (i) sudoogs, in connection with the Corporate Transattieither to be assumed by the succe
corporation (or parent thereof) or to be replacét & comparable option to purchase shares ofdpiat stock of the successor corporation
(or parent thereof), (ii) such option is to be sm@d with a cash incentive program of the successporation which preserves the spread
existing on the unvested option shares at the diflee Corporate Transaction and provides for syibsit payout in accordance with the s
vesting schedule applicable to such option or i@



acceleration of such option is subject to otheitéitions imposed by the Plan Administrator at iheetof the option grant. The determination
of option comparability under clause (i) above halmade by the Plan Administrator, and its deteation shall be final, binding and
conclusive.

B. All outstanding repurchase rights shall alsonieate automatically, and the shares of CommonkStabject to those terminated rights
shall immediately vest in full, in the event of a@grporate Transaction, except to the extenth@isé repurchase rights are to be assigned to
the successor corporation (or parent thereof) imeotion with such Corporate Transaction or (igfsaccelerated vesting is precluded by
other limitations imposed by the Plan Administreabthe time the repurchase right is issued.

C. The Plan Administrator shall have the discretmrercisable either at the time the option is grdior at any time while the option remains
outstanding, to provide for the automatic accelenadf one or more outstanding options (and theraatic termination of one or more
outstanding repurchase rights with the immediasting of the shares of Common Stock subject toahights) upon the occurrence of a
Corporate Transaction, whether or not those optwaso be assumed or replaced (or those repurcigdge are to be assigned) in the
Corporate Transaction. The Plan Administrator shialb have the discretion to grant options whicmdbaccelerate whether or not such
options are assumed (and to provide for repurchigbts that do not terminate whether or not sughts are assigned) in connection with a
Corporate Transaction.

D. Immediately following the consummation of ther@arate Transaction, all outstanding options dieathinate and cease to be outstanding,
except to the extent assumed by the successorratigro(or parent thereof).

E. Each option which is assumed in connection wi@orporate Transaction shall be appropriatelysieil) immediately after such Corporate
Transaction, to apply to the number and class airité&es which would have been issuable to the @yte in consummation of such Corpo
Transaction had the option been exercised immdgiptmr to such Corporate Transaction. Appropriatgustments to reflect such Corporate
Transaction shall also be made to (i) the numbéfaarciass of securities available for issuanceeuite Plan following the consummation of
such Corporate Transaction, (ii) the exercise puegable per share under each outstanding optionided the aggregate exercise price
payable for such securities shall remain the samdgié) the maximum number of securities and/@ssl of securities for which any one
person may be granted stock options, separatetgisable stock appreciation rights and direct sieskiances in the aggregate under the

F. The Plan Administrator shall have full power audhority to grant options under the Discretion@ption Grant Program which will
automatically accelerate in the event the Optian8etvice subsequently terminates by reason ai\aiuntary
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Termination within a designated period (not to exteighteen (18) months) following the effectivéedaf any Corporate Transaction in
which those options are assumed or replaced ambiiotherwise accelerate. Any options so accelérsitall remain exercisable for fully-
vested shares until the earlier of (i) the expiraidf the option term or (ii) the expiration of thee (1)year period measured from the effec
date of the Involuntary Termination. In additionetPlan Administrator may provide that one or nufrthe Corporation's outstanding
repurchase rights with respect to shares held d¥itionee at the time of such Involuntary Termorashall immediately terminate, and the
shares subject to those terminated repurchases isgladl accordingly vest in full.

G. The Plan Administrator shall have full power audhority to grant options under the Discretion@ption Grant Program which will
automatically accelerate in the event the Optian8etvice subsequently terminates by reason af\aiuntary Termination within a
designated period (not to exceed eighteen (18) Imsphvllowing the effective date of any Change om€ol. Each option so accelerated shall
remain exercisable for fully-vested shares ungl ¢farlier of (i) the expiration of the option team(ii) the expiration of the one (3)ear perioc
measured from the effective date of the InvolunBeymination. In addition, the Plan Administratoayrprovide that one or more of the
Corporation's outstanding repurchase rights wisipeet to shares held by the Optionee at the tinseidi Involuntary Termination shall
immediately terminate, and the shares subjectdsetiterminated repurchase rights shall accordvegy in full.

H. The portion of any Incentive Option acceleratedonnection with a Corporate Transaction or CleangControl shall remain exercisable
as an Incentive Option only to the extent the aalie One Hundred Thousand Dollar ($100,000) litiiteis not exceeded. To the extent
such dollar limitation is exceeded, the acceleratation of such option shall be exercisable a®a-Statutory Option under the Federal tax
laws.

I. The grant of options under the Discretionaryi@pGrant Program shall in no way affect the righthe Corporation to adjust, reclassify,
reorganize or otherwise change its capital or lssrstructure or to merge, consolidate, dissalyeidate or sell or transfer all or any part of
its business or assets.

IV. CANCELLATION AND REGRANT OF OPTIONS

The Plan Administrator shall have the authoritefi@ct, at any time and from time to time, with ttensent of the affected option holders, the
cancellation of any or all outstanding options uritie Discretionary Option Grant Program (includmgstanding options incorporated from
the Predecessor Plan) and to grant in substitatenoptions covering the same or different numibeshares of Common Stock but with an
exercise price per share based on the Fair Maraktevper share of Common Stock on the new grast dat
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V. STOCK APPRECIATION RIGHTS

A. The Plan Administrator shall have full power anghority to grant to selected Optionees tandetksappreciation rights and/or limited
stock appreciation rights.

B. The following terms shall govern the grant amdreise of tandem stock appreciation rights:

(i) One or more Optionees may be granted the rigtdrcisable upon such terms as the Plan Admitostnaay establish, to elect between the
exercise of the underlying option for shares of @wn Stock and the surrender of that option in emgbkdor a distribution from the
Corporation in an amount equal to the excess ah@}-air Market Value (on the option surrendeeylaf the number of shares in which the
Optionee is at the time vested under the surreddgwgon (or surrendered portion thereof) overtfig) aggregate exercise price payable for
such shares.

(i) No such option surrender shall be effectivéess it is approved by the Plan Administratorhl surrender is so approved, then the
distribution to which the Optionee shall be entittaay be made in shares of Common Stock valuediatarket Value on the option
surrender date, in cash, or partly in shares arttypa cash, as the Plan Administrator shall ;gble discretion deem appropriate.

(iii) If the surrender of an option is rejected g Plan Administrator, then the Optionee shalliretvhatever rights the Optionee had under
the surrendered option (or surrendered portioretifgion the option surrender date and may exestisk rights at any time prior to the later
of (a) five (5) business days after the receighefrejection notice or (b) the last day on whiwé dption is otherwise exercisable in
accordance with the terms of the documents evidgrssich option, but in no event may such rightexercised more than ten (10) years :
the option grant date.

C. The following terms shall govern the grant arereise of limited stock appreciation rights:
(i) One or more Section 16 Insiders may be gratiteited stock appreciation rights with respectheit outstanding options.

(if) Upon the occurrence of a Hostile Take-Overteauch individual holding one or more options vétith a limited stock appreciation right
in effect shall have the unconditional right (exeable for
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a thirty (30)-day period following such Hostile alover) to surrender each such option to the Catjmor, to the extent the option is at the
time exercisable for vested shares of Common Stadleturn for the surrendered option, the Optiosiesll receive a cash distribution from
the Corporation in an amount equal to the exceg¢a)dhe Take-Over Price of the shares of CommonlSwhich are at the time vested under
each surrendered option (or surrendered portiardfieover (b) the aggregate exercise price payfblsuch shares. Such cash distribution
shall be paid within five (5) days following thetam surrender date.

(iii) Neither the approval of the Plan Administratwr the consent of the Board shall be requirezbimection with such option surrender and
cash distribution.

(iv) The balance of the option (if any) shall cowie in full force and effect in accordance with dleeuments evidencing such option.
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ARTICLE THREE
STOCK ISSUANCE PROGRAM
I. STOCK ISSUANCE TERMS

Shares of Common Stock may be issued under thé& &sgance Program through direct and immediatearsses without any intervening
option grants. Each such stock issuance shall idemeed by a Stock Issuance Agreement which complith the terms specified below.

A. Purchase Price.

1. The purchase price per share shall be fixedhéytan Administrator, but shall not be less thightg-five percent (85%) of the Fair Market
Value per share of Common Stock on the issuanee dat

2. Subject to the provisions of Section | of Atidtive, shares of Common Stock may be issued uhde3tock Issuance Program for any of
the following items of consideration which the Pkaiministrator may deem appropriate in each indigidnstance:

(i) cash or check made payable to the Corporation,
(i) past services rendered to the Corporatiorafor Parent or Subsidiary).
B. Vesting Provisions.

1. Shares of Common Stock issued under the Stedamee Program may, in the discretion of the PldmiAistrator, be fully and
immediately vested upon issuance or may vest inoomeore installments over the Participant's pedab8ervice or upon attainment of
specified performance objectives. The elementh@¥esting schedule applicable to any unvestedsimrCommon Stock issued under the
Stock Issuance Program, namely:

(i) the Service period to be completed by the Eigdint or the performance objectives to be attained
(i) the number of installments in which the shames to vest,
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(iii) the interval or intervals (if any) which ate lapse between installments, and
(iv) the effect which death, Permanent Disabilityother event designated by the Plan Administratéo have upon the vesting schedule,
shall be determined by the Plan Administrator aradiporated into the Stock Issuance Agreement.

2. Any new, substituted or additional securitie®threr property (including money paid other thamasgular cash dividend) which the
Participant may have the right to receive with ez$pio the Participant's unvested shares of Conftack by reason of any stock dividend,
stock split, recapitalization, combination of st&mexchange of shares or other change affectingutstanding Common Stock as a class
without the Corporation's receipt of considerasball be issued subject to (i) the same vestingirements applicable to the Participant's
unvested shares of Common Stock and (ii) such esarmangements as the Plan Administrator shall degpnopriate.

3. The Participant shall have full stockholder tigvith respect to any shares of Common Stock éssu¢he Participant under the Stock
Issuance Program, whether or not the Participanésest in those shares is vested. Accordingly Rhrticipant shall have the right to vote
such shares and to receive any regular cash didédeaid on such shares.

4. Should the Participant cease to remain in Semwidile holding one or more unvested shares of Com8tock issued under the Stock
Issuance Program or should the performance obgsctiot be attained with respect to one or more saehsted shares of Common Stock,
then those shares shall be immediately surrenderéad Corporation for cancellation, and the Pgadint shall have no further stockholder
rights with respect to those shares. To the extensurrendered shares were previously issuedtBditicipant for consideration paid in cash
or cash equivalent (including the Participant'schase-money indebtedness), the Corporation shmlyre the Participant the cash
consideration paid for the surrendered shares laaltlancel the unpaid principal balance of anytautding purchase- money note of the
Participant attributable to the surrendered shares.

5. The Plan Administrator may in its discretion veathe surrender and cancellation of one or mowested shares of Common Stock (or
other assets attributable thereto) which would wife= occur upon the cessation of the Particip&dlwice or the non-attainment of the
performance objectives applicable to those sh&ash waiver shall result in the immediate vestifthe Participant's interest in the shares of
Common Stock as to which the waiver applies. Sualvev may be effected at any time,
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whether before or after the Participant's cessatid@ervice or the attainment or non-attainmerthefapplicable performance objectives.
Il. CORPORATE TRANSACTION/CHANGE IN CONTROL

A. All outstanding cancellation rights under the& Issuance Program shall terminate automaticaltig,all the shares of Common Stock
subject to those terminated rights shall immedyatekt in full, in the event of any Corporate Tractson, except to the extent (i) those
cancellation rights are assigned to the successporation (or parent thereof) in connection witicts Corporate Transaction or (ii) such
accelerated vesting is precluded by other limitationposed in the Stock Issuance Agreement.

B. The Plan Administrator shall have the discredigrauthority, exercisable either at the time theasted shares are issued or any time while
the Corporation's cancellation rights remain ouiditag under the Stock Issuance Program, to prawdethose rights shall automatically
terminate in whole or in part, and the shares ah@on Stock subject to those terminated rights shmafiediately vest, in the event the
Participant's Service should subsequently termibpteason of an Involuntary Termination withinesijnated period (not to exceed eight
(18) months) following the effective date of anyr@arate Transaction in which those cancellatiohtsgre assigned to the successor
corporation (or parent thereof).

C. The Plan Administrator shall have the discredigrauthority, exercisable either at the time theasted shares are issued or any time while
the Corporation's cancellation rights remain ouigitag under the Stock Issuance Program, to prawdethose rights shall automatically
terminate in whole or in part, and the shares ah@on Stock subject to those terminated rights shmafiediately vest, in the event the
Participant's Service should subsequently termibpteason of an Involuntary Termination withinesijnated period (not to exceed eight
(18) months) following the effective date of anyadige in Control.

D. The Plan Administrator shall have the discretmprovide for cancellation rights with terms @ifént from those in effect under
Section II.A. in connection with a Corporate Tragtim.

lll. SHARE ESCROW/LEGENDS

Unvested shares may, in the Plan Administratossrdtion, be held in escrow by the Corporationlding Participant's interest in such shares
vests or may be issued directly to the Participatit restrictive legends on the certificates evitlag those unvested shares.
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ARTICLE FOUR
AUTOMATIC OPTION GRANT PROGRAM
I. OPTION TERMS
A. GRANT DATES. Option grants shall be made ondhaées specified below:
1. Each individual who is serving as a non-empldgeard member on the Underwriting Date shall autiraty be granted, on the
Underwriting Date, a Non-Statutory Option to pured®,000 shares of Common Stock, provided suchkidhdil has not previously been in

the employ of the Corporation (or any Parent orsgliary).

2. Each individual who is first elected or appothts a non-employee Board member on or after thiekwriting Date shall automatically be
granted, on the date of such initial election graptment, a Non-Statutory Option to purchase 5glres of Common Stock, provided such
individual has not previously been in the employhe Corporation (or any Parent or Subsidiary).

3. On the date of each Annual Stockholders Medtild after the Underwriting Date, each individuddonis to continue to serve as an
Eligible Director, shall automatically be grantetlan-Statutory Option to purchase an additionad8,8hares of Common Stock, provided
such individual has served as a non-employee Boamber for at least six (6) months. There shatidoémit on the number of such 5,000-
share option grants any one Eligible Director megeive over his or her period of Board service.

B. EXERCISE PRICE.

1. The exercise price per share shall be equaiechandred percent (100%) of the Fair Market Valeleshare of Common Stock on the
option grant date.

2. The exercise price shall be payable in one aembthe alternative forms authorized under thecRitionary Option Grant Program. Exc
to the extent the sale and remittance procedureifsggbthereunder is utilized, payment of the eisr@rice for the purchased shares must be
made on the Exercise Date.

C. OPTION TERM. Each option shall have a term af te
(10) years measured from the option grant date.
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D. EXERCISE AND VESTING OF OPTIONS. Each option klha immediately exercisable for any or all of thtion shares. However, any
shares purchased under the option shall be subjeepurchase by the Corporation, at the exeraise paid per share, upon the Optionee's
cessation of Board service prior to vesting in éhelsares. Each initial grant shall vest, and thea@ation's repurchase right shall lapse, in a
series of four (4) successive equal annual instiisiover the Optionee's period of continued seragca Board member, with the first such
installment to vest upon the Optionee's completibone (1) year of Board service measured fronofiteon grant date. Each annual grant
shall vest, and the Corporation's repurchase sgall lapse, upon the Optionee's completion of(@heear of Board service measured from
the option grant date.

E. EFFECT OF TERMINATION OF BOARD SERVICE. The foling provisions shall govern the exercise of apijams held by the
Optionee at the time the Optionee ceases to seraeBaard member:

(i) The Optionee (or, in the event of Optionee'atdethe personal representative of the Optioresg&te or the person or persons to whom the
option is transferred pursuant to the Optioneellsorin accordance with the laws of descent arstritiution) shall have a twelve (12)-month
period following the date of such cessation of Blasgrvice in which to exercise each such option.

(if) During the twelve (12)-month exercise peritite option may not be exercised in the aggregatméwe than the number of vested shares
of Common Stock for which the option is exercisadti¢he time of the Optionee's cessation of Boardice.

(iii) Should the Optionee cease to serve as a Boemthber by reason of death or Permanent Disalitign all shares at the time subject ta
option shall immediately vest so that such optiaynduring the twelve (12)onth exercise period following such cessation @@l service
be exercised for all or any portion of those shasehilly-vested shares of Common Stock.

(iv) In no event shall the option remain exercisadfter the expiration of the option term. Upon élxpiration of the twelve (12)-month
exercise period or (if earlier) upon the expiratadrthe option term, the option shall terminate ardse to be outstanding for any vested s
for which the option has not been exercised. Howete option shall, immediately upon the Optioa@g'ssation of Board service for any
reason other than death or Permanent Disabilitsnitete and cease to be outstanding to the extterdyition is not otherwise at that time
exercisable for vested shares.
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II. CORPORATE TRANSACTION/CHANGE IN CONTROL/HOSTILEAKE-OVER

A. In the event of any Corporate Transaction, theras of Common Stock at the time subject to eat$standing option but not otherwise
vested shall automatically vest in full so thatleaach option shall, immediately prior to the efifee date of the Corporate Transaction,
become fully exercisable for all of the shares offtnon Stock at the time subject to such optionraay be exercised for all or any portior
those shares as fully-vested shares of Common Siookediately following the consummation of the Garate Transaction, each automatic
option grant shall terminate and cease to be mdstg, except to the extent assumed by the suacesgoration (or parent thereof).

B. In connection with any Change in Control, tharsls of Common Stock at the time subject to eatstanding option but not otherwise
vested shall automatically vest in full so thatteaach option shall, immediately prior to the efifiez date of the Change in Control, become
fully exercisable for all of the shares of CommadacR at the time subject to such option and magxtegcised for all or any portion of those
shares as fully-vested shares of Common Stock. Eaa option shall remain exercisable for suctyfulisted option shares until the
expiration or sooner termination of the option temnhe surrender of the option in connection waitHostile Take-Over.

C. Upon the occurrence of a Hostile Take-OverQp&onee shall have a thirty (30)-day period inethio surrender to the Corporation each
automatic option held by him or her. The Optionea&llsn return be entitled to a cash distributioonfi the Corporation in an amount equal to
the excess of (i) the Take-Over Price of the shaf&ommon Stock at the time subject to the sureesd option (whether or not the Optionee
is otherwise at the time vested in those shares) (@Y the aggregate exercise price payable fohshares. Such cash distribution shall be
paid within five (5) days following the surrenddrtibe option to the Corporation. No approval or semt of the Board or any Plan
Administrator shall be required in connection wstich option surrender and cash distribution.

D. Each option which is assumed in connection witorporate Transaction shall be appropriatelystdfly immediately after such Corporate
Transaction, to apply to the number and class airité&es which would have been issuable to the @yte in consummation of such Corpo
Transaction had the option been exercised immdgiptir to such Corporate Transaction. Appropriadgustments shall also be made to the

exercise price payable per share under each odistpaption, provided the aggregate exercise graable for such securities shall remain
the same.

E. The grant of options under the Automatic OptBrant Program shall in no way affect the rightte Corporation to adjust, reclassify,
reorganize or otherwise change its capital or lssirstructure or to merge, consolidate, dissalyeidate or sell or transfer all or any part of
its business or assets.
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[ll. REMAINING TERMS

The remaining terms of each option granted undeAiitomatic Option Grant Program shall be the sasihe terms in effect for option
grants made under the Discretionary Option Graogrm.
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ARTICLE FIVE
MISCELLANEOUS
I. FINANCING

A. The Plan Administrator may permit any Optionedarticipant to pay the option exercise price uride Discretionary Option Grant
Program or the purchase price for shares issueeruhd Stock Issuance Program by delivering a pgsony note payable in one or more
installments. The terms of any such promissory (iouding the interest rate and the terms of yepent) shall be established by the Plan
Administrator in its sole discretion. Promissorye@smay be authorized with or without security @liateral. In all events, the maximum
credit available to the Optionee or Participant mayexceed the sum of (i) the aggregate optionceses price or purchase price payable for
the purchased shares plus (ii) any Federal, statéogal income and employment tax liability inadrby the Optionee or the Participant in
connection with the option exercise or share pweha

B. The Plan Administrator may, in its discretioetemine that one or more such promissory notdstsaubject to forgiveness by the
Corporation in whole or in part upon such termghasPlan Administrator may deem appropriate.

II. TAX WITHHOLDING

A. The Corporation's obligation to deliver share€ommon Stock upon the exercise of options or uperissuance or vesting of such shares
under the Plan shall be subject to the satisfactfall applicable Federal, state and local incand employment tax withholding
requirements.

B. The Plan Administrator may, in its discretiongyide any or all holders of Non-Statutory Opti@raunvested shares of Common Stock
under the Plan (other than the options grantetieshares issued under the Automatic Option Grargr®m) with the right to use shares of
Common Stock in satisfaction of all or part of Fexes incurred by such holders in connection witheéxercise of their options or the vesting
of their shares. Such right may be provided tosuch holder in either or both of the following fats:

(i) Stock Withholding: The election to have the @amation withhold, from the shares of Common Stottierwise issuable upon the exercise
of such Non-Statutory Option or the vesting of sebhres, a portion of those shares with an aggrdgat Market Value equal to the
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percentage of the Taxes (not to exceed one humenegnt (100%)) designated by the holder.

(i) Stock Delivery: The election to deliver to tR®rporation, at the time the Non-Statutory Opfmaxercised or the shares vest, one or more
shares of Common Stock previously acquired by sudtier (other than in connection with the optioermeise or share vesting triggering the
Taxes) with an aggregate Fair Market Value equéhégpercentage of the Taxes (not to exceed onérédmercent (100%)) designated by
holder.

[ll. EFFECTIVE DATE AND TERM OF THE PLAN

A. The Plan became effective with respect to thecEitionary Option Grant and Stock Issuance Progmathe Plan Effective Date. The
Automatic Option Grant Program became effectivéhenUnderwriting Date. On April 8, 1997, the Boardended the Plan to (i) increase the
number of shares available for issuance by 700sB@es, (ii) provide that non-employee Board mesibkall be eligible to participate in the
Discretionary Option Grant and the Stock Issuarrogiams, (iii) eliminate the restriction that tmglividuals who serve as Plan Administre
may not receive any discretionary option grantdiarct stock issuances from the Company while sgrais Plan Administrator or during the
twelve month period preceding appointment as Pldmifistrator, (iv) require stockholder approvafafure amendments to the Plan only to
the extent necessary to satisfy applicable lawegulations, (v) eliminate both the six month hotfdperiod requirement and the ten business
day "window" period requirement for the exerciseny stock appreciation rights granted under tla@ Bhd (vi) allow the shares issued ui
the Plan which are subsequently reacquired by tmapgany pursuant to the Company's exercise of fiigrodase rights to be added back tc
share reserve available for future issuance utdePtan. However, no options granted under the étahe basis of such share increase may
be exercised, and no shares shall be issued tltEneumtil the amendment to the Plan increasinghiage reserve is approved by the
Corporation's stockholders at the 1997 Annual Megtif such stockholder approval is not obtainbdntall options previously granted under
this Plan on the basis of such share increasetehalinate and cease to be outstanding.

B. The Plan shall serve as the successor to tlieeessor Plan, and no further option grants skathétde under the Predecessor Plan afte
Section 12(g) Registration Date. All options outstiag under the Predecessor Plan as of such daitebshincorporated into the Plan at that
time and shall be treated as outstanding optiodsuthe Plan. However, each outstanding optiomsorporated shall continue to be
governed solely by the terms of the documents ewidg such option, and no provision of the Plarlldfeadeemed to affect or otherwise
modify the rights or obligations of the holderssoth incorporated options with respect to theiugition of shares of Common Stock.
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C. One or more provisions of the Plan, includingifaut limitation) the option/vesting acceleratiprovisions of Article Two relating to
Corporate Transactions and Changes in Control, maie Plan Administrator's discretion, be extehtieone or more options incorporated
from the Predecessor Plan which do not otherwiséado such provisions.

D. The Plan shall terminate upon the earliest)offiril 29, 20086, (ii) the date on which all shasasilable for issuance under the Plan shall
have been issued pursuant to the exercise of thenspor the issuance of shares (whether vestedwested) under the Plan or (iii) the
termination of all outstanding options in conneetiwith a Corporate Transaction. Upon such Planitation, all outstanding options and
unvested stock issuances shall continue to haee fond effect in accordance with the provisionthefdocuments evidencing such options or
issuances.

IV. AMENDMENT OF THE PLAN

A. The Board shall have complete and exclusive p@me authority to amend or modify the Plan in angll respects. However, no such
amendment or modification shall adversely affegt @ghts and obligations with respect to optiorisck appreciation rights or unvested st
issuances at the time outstanding under the Plessithe Optionee or the Participant consentsdb amendment or modification. In
addition, certain amendments may require stockim@gproval pursuant to applicable laws and regurati

B. Options to purchase shares of Common Stock reayrénted under the Discretionary Option Grant Rnogand shares of Common Stock
may be issued under the Stock Issuance Progranardat each instance in excess of the numberasshhen available for issuance under
the Plan, provided any excess shares actuallydssoder those programs are held in escrow untietfeeobtained stockholder approval of an
amendment sufficiently increasing the number ofashaf Common Stock available for issuance undePtan. If such stockholder approval
is not obtained within twelve (12) months after tiae the first such excess grants or issuancesade, then (i) any unexercised options
granted on the basis of such excess shares stmaihtge and cease to be outstanding and (ii) thpdzation shall promptly refund to the
Optionees and the Participants the exercise ohpsecprice paid for any excess shares issued threl®fan and held in escrow, together v
interest (at the applicable Short Term Federal Ratethe period the shares were held in escrow,sauth shares shall thereupon be
automatically cancelled and cease to be outstanding

V. USE OF PROCEEDS

Any cash proceeds received by the Corporation fitwersale of shares of Common Stock under the Plalhtse used for general corporate
purposes.
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VI. REGULATORY APPROVALS

A. The implementation of the Plan, the grantinguo§ option or stock appreciation right under thenRind the issuance of any shares of
Common Stock (i) upon the exercise of any optioatock appreciation right or (ii) under the Stoskuance Program shall be subject to the
Corporation's procurement of all approvals and jiisrrequired by regulatory authorities having jdiision over the Plan, the options and
stock appreciation rights granted under it andstigres of Common Stock issued pursuant to it.

B. No shares of Common Stock or other assets bhatisued or delivered under the Plan unless atidheare shall have been compliance
with all applicable requirements of Federal andesscurities laws, including the filing and effeehess of the Form S-8 registration
statement for the shares of Common Stock issuatzlerithe Plan, and all applicable listing requirata®f any stock exchange (or the
Nasdaq National Market, if applicable) on which Goan Stock is then listed for tradir

VIl. NO EMPLOYMENT/SERVICE RIGHTS

Nothing in the Plan shall confer upon the Optiooethe Participant any right to continue in Senfimeany period of specific duration
interfere with or otherwise restrict in any way tiights of the Corporation (or any Parent or Subsydemploying or retaining such person) or
of the Optionee or the Participant, which rights aereby expressly reserved by each, to terminate gerson's Service at any time for any
reason, with or without cause.
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APPENDIX
The following definitions shall be in effect undée Plan:
A. AUTOMATIC OPTION GRANT PROGRAM shall mean thetamatic option grant program in effect under thanP|
B. BOARD shall mean the Corporation's Board of Dioes.

C. CHANGE IN CONTROL shall mean a change in ownigrsin control of the Corporation effected througther of the following
transactions:

(i) the acquisition, directly or indirectly, by apgrson or related group of persons (other thaiCtrporation or a person that directly or
indirectly controls, is controlled by, or is undgrmmon control with, the Corporation), of beneficganership (within the meaning of Rule
13d-3 of the 1934 Act) of securities possessingentioan fifty percent (50%) of the total combineding power of the Corporation's
outstanding securities pursuant to a tender orangh offer made directly to the Corporation's shoddters which the Board does not
recommend such stockholders to accept, or

(i) a change in the composition of the Board cag@eriod of thirty-six (36) consecutive monthsesd such that a majority of the Board
members ceases, by reason of one or more contstibns for Board membership, to be compriseiddiziduals who either (A) have been
Board members continuously since the beginningiofi period or (B) have been elected or nominateeél&xtion as Board members during
such period by at least a majority of the Board iners described in clause (A) who were still inadfat the time the Board approved such
election or nomination.

D. CODE shall mean the Internal Revenue Code 06188 amended.
E. COMMON STOCK shall mean the Corporation's comrstmek.
F. CORPORATE TRANSACTION shall mean either of tbdwing stockholder-approved transactions to witled Corporation is a party:

(i) a merger or consolidation in which securiti@sgessing more than fifty percent (50%) of thel wianbined voting power of the
Corporation's outstanding securities are transfieioea person or persons different from the perdaiding those securities immediately prior
to such transaction; or
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(i) the sale, transfer or other disposition ofa@llsubstantially all of the Corporation's assetsdmplete liquidation or dissolution of the
Corporation.

G. CORPORATION shall mean CardioVascular Dynaniits,, a Delaware corporation, and any corporateessor to all or substantially all
of the assets or voting stock of CardioVascular @wyits, Inc. which shall by appropriate action adbptPlan.

H. DISCRETIONARY OPTION GRANT PROGRAM shall mearettiscretionary option grant program in effect urttie Plan.

|. DOMESTIC RELATIONS ORDER shall mean any judgmetecree or order (including approval of a propssgitlement agreement) wh
provides or otherwise conveys, pursuant to applkc8bate domestic relations laws (including comrtyupioperty laws), marital property
rights to any spouse or former spouse of the Op#on

J. ELIGIBLE DIRECTOR shall mean a non-employee Blaaember eligible to participate in the Automatigtion Grant Program in
accordance with the eligibility provisions of AigcOne.

K. EMPLOYEE shall mean an individual who is in ta@ploy of the Corporation (or any Parent or Suldsidi subject to the control and
direction of the employer entity as to both the kviar be performed and the manner and method obpeence.

L. EXERCISE DATE shall mean the date on which tleep@ration shall have received written notice & tption exercise.

M. FAIR MARKET VALUE per share of Common Stock onyarelevant date shall be determined in accordaiiitethe following
provisions:

(i) If the Common Stock is at the time traded oa Nasdaq National Market, then the Fair Market ¥alhall be the closing selling price per
share of Common Stock on the date in questionyes grice is reported by the National Associatib®ecurities Dealers on the Nasdaq
National Market or any successor system. If themoi closing selling price for the Common Stocktmndate in question, then the F

Market Value shall be the closing selling pricetba last preceding date for which such quotatiastex

(i) If the Common Stock is at the time listed aryé&Stock Exchange, then the Fair Market Value dhalhe closing selling price per share of
Common Stock on the date in question on the Stack&nhge determined by the Plan Administrator t¢thieeprimary market for the Common
Stock, as such price is officially quoted in thenpmsite tape of
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transactions on such exchange. If there is norgjoselling price for the Common Stock on the datquestion, then the Fair Market Value
shall be the closing selling price on the last pd#itg date for which such quotation exists.

(iii) For purposes of any option grants made onUheerwriting Date, the Fair Market Value shalldeemed to be equal to the price per s
at which the Common Stock is sold in the initiabjci offering pursuant to the Underwriting Agreerhen

N. HOSTILE TAKE-OVER shall mean a change in ownership of the Qaitpan effected through the following transaction:

() the acquisition, directly or indirectly, by apgrson or related group of persons (other thaiCtrporation or a person that directly or
indirectly controls, is controlled by, or is undgrmmon control with, the Corporation) of benefi@alnership (within the meaning of Rule
13d-3 of the 1934 Act) of securities possessingentioan fifty percent (50%) of the total combineding power of the Corporation's
outstanding securities pursuant to a tender orangh offer made directly to the Corporation's shoddters which the Board does not
recommend such stockholders to accept, and

(if) more than fifty percent (50%) of the secustieo acquired are accepted from persons otheiSbetion 16 Insiders.

O. INCENTIVE OPTION shall mean an option which sfiéis the requirements of Code Section 422.

P. INVOLUNTARY TERMINATION shall mean the terminati of the Service of any individual which occursrbgson of:
(i) such individual's involuntary dismissal or disgge by the Corporation for reasons other tharcdfiduct, or

(i) such individual's voluntary resignation follavg (A) a change in his or her position with ther@mation which materially reduces his or
her level of responsibility, (B) a reduction in loisher level of compensation (including base salsinge benefits and participation in
corporate-performance based bonus or incentiveranog) by more than fifteen percent (15%) or (Cgladation of such individual's place of
employment by more than fifty

(50) miles, provided and only if such change, réidmoor relocation is effected by the Corporatioitheut the individual's consent.
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Q. MISCONDUCT shall mean the commission of anyadidtaud, embezzlement or dishonesty by the Op#gameParticipant, any
unauthorized use or disclosure by such personmdfdential information or trade secrets of the Gogtion (or any Parent or Subsidiary), or
any other intentional misconduct by such persoreesbly affecting the business or affairs of thepdeation (or any Parent or Subsidiary) |
material manner. The foregoing definition shall hetdeemed to be inclusive of all the acts or cmmsswhich the Corporation (or any Parent
or Subsidiary) may consider as grounds for the isah or discharge of any Optionee, Participardtber person in the Service of the
Corporation (or any Parent or Subsidiary).

R. 1934 ACT shall mean the Securities ExchangeoA&934, as amended.
S. NON-STATUTORY OPTION shall mean an option ndéimded to satisfy the requirements of Code Sedtiih
T. OPTIONEE shall mean any person to whom an opigmanted under the Discretionary Option Grarmatomatic Option Grant Prograi

U. PARENT shall mean any corporation (other thanQorporation) in an unbroken chain of corporatiending with the Corporation,
provided each corporation in the unbroken chaihgothan the Corporation) owns, at the time ofdérmination, stock possessing fifty
percent (50%) or more of the total combined vopiogver of all classes of stock in one of the otlwporations in such chain.

V. PARTICIPANT shall mean any person who is issakdres of Common Stock under the Stock Issuanagdmo

W. PERMANENT DISABILITY OR PERMANENTLY DISABLED shihmean the inability of the Optionee or the Papnt to engage in
any substantial gainful activity by reason of argdigally determinable physical or mental impairmexypected to result in death or to be of
continuous duration of twelve (12) months or métewever, solely for the purposes of the Automatati@n Grant Program, Permanent
Disability or Permanently Disabled shall mean thetility of the non-employee Board member to penfbis or her usual duties as a Board
member by reason of any medically determinable iphlysr mental impairment expected to result intdea to be of continuous duration of
twelve (12) months or more.

X. PLAN shall mean the Corporation's 1996 Stocki@p&tock Issuance Plan, as set forth in this daum

Y. PLAN ADMINISTRATOR shall mean the particular &gt whether the Primary Committee, the Board @ Secondary Committee, whi
is authorized to administer the Discretionary Opi@grant and Stock Issuance Programs with respegte®r more
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classes of eligible persons, to the extent sudlyasatcarrying out its administrative functionsder those programs with respect to the per
under its jurisdiction.

Z. PLAN EFFECTIVE DATE shall mean April 30, 1996¢tdate on which the Plan was adopted by the Board.
AA. PREDECESSOR PLAN shall mean the Corporatio@%51Stock Option Plan.

AB. PRIMARY COMMITTEE shall mean the committee @fd (2) or more non-employee Board members appoinyetie Board to
administer the Discretionary Option Grant and Steskiance Programs with respect to Section 16énsid

AC. QUALIFIED DOMESTIC RELATIONS ORDER shall meanomestic Relations Order which substantially caegpWith the
requirements of Code

Section 414(p). The Plan Administrator shall hawegole discretion to determine whether a Domé&iations Order is a Qualified Dome:
Relations Order.

AD. SECONDARY COMMITTEE shall mean a committee wibt(2) or more Board members appointed by the Baaediminister the
Discretionary Option Grant and Stock Issuance Rmogrwith respect to eligible persons other than
Section 16 Insiders.

AE. SECTION 16 INSIDER shall mean an officer orettitor of the Corporation subject to the shswing profit liabilities of Section 16 of tf
1934 Act.

AF. SECTION 12(G) REGISTRATION DATE shall mean first date on which the Common Stock is first régied under Section 12(g) of
the 1934 Act.

AG. SERVICE shall mean the performance of servioghe Corporation (or any Parent or Subsidiaryalperson in the capacity of an
Employee, a non-employee member of the board etttirs or a consultant or independent advisor,gxoehe extent otherwise specifically
provided in the documents evidencing the optiomgoa stock issuance.

AH. STOCK EXCHANGE shall mean either the Americanck Exchange or the New York Stock Exchange.

Al. STOCK ISSUANCE AGREEMENT shall mean the agreatrentered into by the Corporation and the Paditift the time of issuance
of shares of Common Stock under the Stock IssuBrgram.

AJ. STOCK ISSUANCE PROGRAM shall mean the stockiasse program in effect under the Plan.
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AK. SUBSIDIARY shall mean any corporation (otheaththe Corporation) in an unbroken chain of corfiana beginning with the
Corporation, provided each corporation (other ttienlast corporation) in the unbroken chain owhghatime of the determination, stock
possessing fifty percent (50%) or more of the totahbined voting power of all classes of stockrie of the other corporations in such chain.

AL. TAKE-OVER PRICE shall mean the greater of (igtFair Market Value per share of Common Stockherdate the option is surrendered
to the Corporation in connection with a Hostile &aRver or (ii) the highest reported price per slwir€ommon Stock paid by the tender
offeror in effecting such Hostile Take-Over. Howevéthe surrendered option is an Incentive Optitie Take-Over Price shall not exceed
the clause (i) price per share.

AM. TAXES shall mean the Federal, state and looebime and employment tax liabilities incurred bg kolder of Non-Statutory Options or
unvested shares of Common Stock in connection thiéghexercise of those options or the vesting afelghares.

AN. 10% STOCKHOLDER shall mean the owner of stoak determined under Code Section 424(d)) possessing than ten percent (10%)
of the total combined voting power of all classéstock of the Corporation (or any Parent or Sulasyg.

AO. UNDERWRITING AGREEMENT shall mean the agreemleaetween the Corporation and the underwriter oenndters managing the
initial public offering of the Common Stock.

AP. UNDERWRITING DATE shall mean the date on whibke Underwriting Agreement is executed and pricedonnection with the initial
public offering of the Common Stock.

A-6.



PROXY
CARDIOVASCULAR DYNAMICS, INC.
ANNUAL MEETING OF STOCKHOLDERS, MAY 16, 1997
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned revokes all previous proxies, aslkedges receipt of the notice of annual meetingtotkholders to be held on May 16,
1997 and the proxy statement and appoints MichakldRson and Dana P. Nickell, or either of thera,fghoxy of the undersigned, with full
power of substitution, to vote all shares of ComrStock of CardioVascular Dynamics, Inc. ("CVD") whithe undersigned is entitled to
vote, either on his or her own behalf or on beb&Hn entity or entities, at the Annual MeetingStéckholders of CVD to be held at 13700
Alton Parkway, Suite 160, Irvine, California 92648 Monday, May 16, 1997 at 10:00 a.m., and at afjguanment or postponement thereof,
and to vote in their discretion on such other bessnas may properly come before the Annual Meetittgany postponement or adjournment
thereof.

(CONTINUED AND TO BE SIGNED ON REVERSE SIDE.)

- FOLD AND DETACH HERE-



Please mark your votes as indicated in /X/ thisrga

1. AMENDMENT TO CVD'S 1996 STOCK OPTION/STOCK FOR AGAINST ABSTAIN
ISSUANCE PLAN TO EFFECT AN INCREASE IN THE
POOL OF SHARES AVAILABLE FOR ISSUANCE BY AN 1 /1

ADDITIONAL 700,000 SHARES OF COMMON STOCK AND
MAKE SUCH OTHER CHANGES AS DESCRIBED IN THE
PROXY STATEMENT.

2. ELECTION OF DIRECTORS WITHHOLD
INSTRUCTION: To withhold authority to ~ FOR AUTHORITY
vote for any individual nominee mark all nomin ees to vote for
the "EXCEPTIONS" box, and strike a  listed be low all nominees EXCEPTIONS
line through the nominee's name in
the list below: /1 11 I

MITCHELL DANN  EDWARD M. LEONARD
WILLIAM G. DAVIS GERARD VON HOFFMANN
MICHAEL R. HENSON

3. RATIFICATION OF ERNST & YOUNG LLP AS FOR AGAINST ABSTAIN
INDEPENDENT AUDITORS FOR FISCAL YEAR 1997.
I /1

The Board of Directors recommends a vote FOR eétfieadirector nominees listed above and for tieoproposals set forth above. This
Proxy, when properly executed will be voted as gjgetabove. This Proxy will be voted FOR Propogdts. 1 and 3 and FOR each of the
nominees listed under Proposal No. 2 if no spettific is made. This proxy will also be voted at digcretion of the proxy holders on such
matters other than the three specific items asaoaye before the meeting.

PLEASE RETURN YOUR EXECUTED PROXY TO CVD'S TRANSFER AGENT IN THE ENCLOSED ENVELOPE, OR, IF
NECESSARY, DELIVER IT TO CVD, ATTENTION: SECRETARY.

Please print the name(s) appearing on each shaificate(s) over which you have voting authority:

Dated:
(Print name(s) as it (they) appear on certificate)

Signature(s) Please sign exacjigua name(s) is (are)
shown on the share certificate to which the Prgplias. When shares are held by joint tenants, slotluld sign. When signing as attorney,
executor, administrator, trustee or guardian, @egse full title, as such. If a corporation, pleasgn in full corporate name by the President
or another authorized officer. If a partnershiggsle sign in the partnership name by an authopigesbn.

- FOLD AND DETACH HERE -

End of Filing
Powered By I*ZI){:,-\[_{m

A

© 2005 | EDGAR Online, Inc.



