EDGAR'pro

iy EDGAR Dnlire”

GENOVESE DRUG STORES INC

FORM DEF 14A

(Proxy Statement (definitive))

Filed 04/30/98 for the Period Ending 06/15/98

Address 80 MARCUS DR
MELVILLE, NY, 11747
Telephone 5164201900
CIK 0000040970
SIC Code 5912 - Retail-Drug Stores and Proprietary Stores
Industry  Drug Retailers
Sector Consumer Non-Cyclicals

Fiscal Year 01/31

Powere d By ED‘GA;Rbn]ine

https://www.edgar-online.com
© Copyright 2024, EDGAR Online LLC, a subsidiary of OTC Markets Group. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online LLC, a subsidiary of OTC Markets Group, Terms of Use.


https://www.edgar-online.com

GENOVESE DRUG STORES INC

FORM DEF 14A

(Proxy Statement (definitive))

Filed 4/30/1998 For Period Ending 6/15/1998

Address 80 MARCUS DR
MELVILLE, New York 11747
Telephone 516-420-1900
CIK 0000040970
Fiscal Year 01/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



PROXY STATEMENT PURSUANT TO SECTION 14(a) OF THE
SECURITIESEXCHANGE ACT OF 1934
(AMENDMENT NO. )

Filed by the Registrant /x/
Filed by a Party other than the Registrant / /

Check the appropriate box:
/I Preliminary Proxy Statement
/ I Confidential, for Use of the Commission Onlg @ermitted by Rule
14a-6(e)(2))
IxI Definitive Proxy Statement
/ | Definitive Additional Materials
/1 Soliciting Material Pursuant to Rule 14a-11q¢c)Rule 14a-12

GENOVESE DRUG STORES, INC.

(Name of Registrant as Specified in its Charter)

(Name of Person(s) Filing Proxy Statement, if otthan the Registrant)
Payment of Filing Fee (Check the appropriate box):

Ix/ No fee required.
/ | Fee computed on table below per Exchange Atg$14a-6(i)(4) and 0-11.

(1) Title of each class of securities to which saction applies:

(2) Aggregate number of securities to which tratieacapplies:

(3) Per unit price or other underlying value ofisaction computed pursuant to Exchange Act Rulgé (B&t forth the amount on which the
filing fee is calculated and state how it was deiaed):

(4) Proposed maximum aggregate value of transaction

(5) Total fee paid:

/| Fee paid previously with preliminary materials.

/I Check box if any part of the fee is offset asvided by Exchange Act Rulellk(a)(2) and identify the filing for which the offiting fee wa
paid previously. Identify the previous filing bygistration statement number, or the Form or Scleedntl the date of its filing.

(1) Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:

(3) Filing Party:

(4) Date Filed:




[LOGO]
GENOVESE DRUG STORES, INC.

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON JUNE 15, 1998

The Annual Meeting of Shareholders of Genovese [Rtages, Inc. (the '‘Company’) will be held at tkeaitive offices of the Company, 80
Marcus Drive, Melville, New York, on Monday, Jung, 11998 at 11:00 A.M., local time. The items todoasidered and acted upon at the
meeting will be:

1. The election of three Class lll directors toveeuntil the 2001 Annual Meeting of Shareholders.

2. To consider a proposal to amend the 1984 Empl&geck Option and Stock Appreciation Rights Pthe (1984 Plan’) to increase the
number of shares of Class A common stock of the iz available thereunder by 500,000 shares.

3. Such other business as may properly come b#fer&nnual Meeting, or any adjournments thereof.
Only shareholders of record at the close of businesApril 22, 1998 are entitled to notice of, andote at, the Annual Meeting.

Shareholders are invited to attend the Meeting revtieey can vote in person or by proxy. Those Staders who cannot attend the Meeting
are requested to vote and sign the enclosed praxxlyand return it in the enclosed self-addresssthge paid envelope. Please return the
proxy card as soon as possible to ensure thatwataris counted and to save the Company additiexatnses in soliciting proxies.

A proxy statement and proxy card are furnishedwithe along with the Company's Fiscal 1998 AnnuapBrt.
By Order of the Board of Directors

DONALD W. GROSS
Secretary

May 7, 1998
Melville, New York



GENOVESE DRUG STORES, INC.
80 MARCUSDRIVE
MELVILLE, NEW YORK 11747

ANNUAL MEETING OF SHAREHOLDERS
JUNE 15, 1998

PROXY STATEMENT

This Proxy Statement is furnished in connectiorhulite solicitation by the Board of Directors (tBeard’) of Genovese Drug Stores, Inc. (the
‘Company') of proxies for use at the Company's AhMeeting of Shareholders (the '1998 Annual Meg}ito be held at 11:00 A.M., local
time, on Monday, June 15, 1998, at the executifieasf of the Company, 80 Marcus Drive, Melville,]&ork and at any adjournments
thereof. The Proxy Statement and accompanying tdrpmoxy are being mailed on or about May 7, 1998hareholders of record at the cl

of business on April 22, 1998.

SOLICITATION AND REVOCATION OF PROXIES

The proxy is solicited on behalf of the Board ofdaitors of the Company. It may be revoked at amg thefore its exercise by filing with the
Secretary of the Company a written revocation dulgt executed proxy bearing a later date. It map &le revoked by attendance at the
meeting and election to vote in person.

The entire cost of soliciting proxies will be bormgthe Company. Proxies may be solicited by dinetofficers and regular employees of the
Company personally or by telephone, at minimal tmshe Company, for which they will receive no ditdthal compensation. The Company
may reimburse brokers and others for reasonabts gozurred by them in obtaining voting instrucidnom beneficial owners of common
stock held by their principals.

If proxy cards in the accompanying form are propexecuted and returned, the shares of common sépcksented thereby will be voted as
instructed on the proxy. If no instructions areegiysuch shares will be voted (i) for the electisrdirectors of the nominees of the Board of
Directors named below,

(i) for the proposed amendment and (iii) in theadétion of the proxies named in the proxy carduoy other proposals to properly come
before the meeting or any adjournments thereof.

VOTING SECURITIESOF THE COMPANY; REQUIRED VOTE

Only holders of record as of the close of busimesspril 22, 1998 are entitled to vote at the 128Bhual Meeting. On that date, there were
outstanding 7,325,913 shares of the Class A Conttock of the Company, each entitling the holderdbg&to one vote per share, and
6,368,780 shares of the Class B Common Stock aCtrepany, each entitling the holder thereof tovetes per share.

The election of each nominee for director requargdurality of the total

votes cast. Proxies cannot be voted for a greatmber of persons than the number of nominees naffedamendment to the 1984
Employee Stock Option and Stock Appreciation Rightn, as amended (the '1984 Plan’), requirespibe@al of a majority of the total vot
cast. Abstentions and broker neotes will not be considered votes cast for thedoing purposes. Proxy ballots are received anddtdd by
the Company's transfer agent and certified byrkpeactors of electiol



ELECTION OF DIRECTORS

In accordance with the Certificate of Incorporatard the By-Laws of the Company, the number ofaflines constituting the whole Board of
Directors for the ensuing year is nine. The ComjsmBgard of Directors is divided into three classith a minimum of three directors in
each class, and directors in each class are elfntéiree-year terms or until their successordaitg elected and qualified. Herbert J. Kett
retired as a Class | director effective April 3989 Therefore, there are currently only two Cladsdctors and one vacancy.

Under the Certificate of Incorporation and the Bywls of the Company, only the Class Il directortofal of three) are nominees for election
at the 1998 Annual Meeting and are scheduled teder terms lasting for three years until the Camygs 2001 Annual Meeting of
Shareholders. The Board of Directors has no retsbelieve that any of the nominees for directdr mat serve as a director, but if any
nominee should subsequently become unavailablerte gs a director, the persons named as proxigsimiheir discretion, vote for a
substitute nominee designated by the Board of Birec

The following table sets forth information for eaufithe three Class Ill director nominees for etatat the 1998 Annual Meeting and for
each director continuing in office, including thage, present principal occupation and positiohd thering the past five years, directorships
held in any other publicly held corporations, ahd year in which each first became a director ef@ompany. The information provided in
connection with this table has been obtained fleen@Qompany's records, information furnished bydinectors as of March 15, 1998, and a
review of statements filed with the Securities &xd¢hange Commission pursuant to Section 13(d)eBtcurities Exchange Act of 1934, as
amended (the 'Exchange Act') and received by thepaay through March 15, 1998.

CLASSI11I DIRECTORSTO BE ELECTED FOR A TERM WHICH EXPIRESAT THE
2001 ANNUAL MEETING

POSITIONS WITH COMPANY,
BUSINESS EXPERIENC E AND OTHER DIRECTOR
NAME AGE DIRECTORSH IPS SINCE
ABRAHAM ALLEN 72 Self-employed health car e consultant since 1986
(a) (b) (c) (d) 1986

THOMAS M. COONEY 72 President of Gibson Foun

(@) (b) (c) (d) Director, The William

LEONARD GENOVESE 63 Chairman of the Board si

(d) (e) President since 1974 o
Director of TR Financi
1993; Director of Aid
and Kellwood Company s
Director of The Stepha

POSITIONS WITH
BUSINESS EXPERIENC

NAME AGE DIRECTORSH

WILLIAM J. MCKENNA 71 Chairman of the Board si

(@) (c) (d) Kellwood Company; Dire
Financial Corporation

FRANCES GENOVESE 67 Director of the Company

WANGBERG (d) (e)

POSITIONS WITH
BUSINESS EXPERIENC

NAME AGE DIRECTORSH

CHARLES HAYWARD 66 Financial services consu

(@) (b) () (d)

ROBERT N. HIATT 61 Retired Chairman, Maybel

(@) (b) (©) (d)

dation since 1988; 1988
Carter Company

nce 1978 and 1961
f the Company;

al Corp. since

Auto Stores, Inc.

ince 1995;

n Co. since 1997

CLASS| DIRECTORSWHOSE PRESENT TERMSEXPIRE AT THE 1999 ANNUAL MEETING

COMPANY,

E AND OTHER DIRECTOR
IPS SINCE

nce 1991 of 1979

ctor of UMB

since 1984

since 1975 1975

CLASSI|| DIRECTORSWHOSE PRESENT TERMS EXPIRE AT THE 2000 ANNUAL MEETING

COMPANY,
E AND OTHER DIRECTOR
IPS SINCE

Itant since 1988 1981

line, Inc. 1997



POSITIONS WITH
BUSINESS EXPERIENC
NAME AGE DIRECTORSH

ALLAN PATRICK 51 Executive Vice President
since 1990
THOMAS J. MORAN 45 President and Chief Exec
(@) (b) (c) (d) Mutual of America Life
since 1994; President
Operating Officer, 199
Executive Vice Preside

COMPANY,
E AND OTHER DIRECTOR
IPS SINCE

of the Company 1987

utive Officer of 1995
Insurance Company
and Chief

2 to 1994;

nt, 1989 to 1992

(a) Member of the Audit Committee.
(b) Member of the Compensation Committee.
(c) Member of the Finance Committee.
(d) Member of the Nominating Committee.
(e) Leonard Genovese is the brother-in-law of Fear@enovese Wangberg.
OTHER INFORMATION ABOUT THE BOARD AND ITSCOMMITTEES

The Board, which met five times during fiscal y&808 (ended January 30, 1998), has standing ADdigpensation, Finance and
Nominating Committees to assist it in the dischaifis responsibilities. The Committees and tipeincipal functions are described belc

The Audit Committee consists of Messrs. Allen, GagrHayward (Chairman), Hiatt, McKenna and Morahe Rudit Committee met twice

in fiscal year 1998. This Committee recommend$éBoard the engagement of independent auditothdéoensuing year, reviews the scope
and budget for the annual audit and reviews withahditors the results of their engagement, tranfiial statements and management report.
In addition, the Audit Committee reviews the scopand compliance with the Company's internal aaatand reviews recommendations
made by the independent auditors with respectan@bs in accounting principles and internal costrol

The Compensation Committee consists of MessrsnAmoney, Hayward, Hiatt and Moran (Chairman). Tleepensation Committee met
three times in fiscal year 1998 and approves aymeaends to the Board compensation and special amsapen for senior management in
form of bonuses and incentives, and recommendset®tard the adoption and implementation of ineentompensation plans, stock option
plans and employee benefit plans, as well as ardifivations to existing plans.

The Finance Committee consists of Messrs. Allera{@man), Cooney, Hayward, Hiatt, McKenna and MorEtme Finance Committee met
once in fiscal year 1998. It reviews the financiahdition and capital structure of the Company adwises the Board with respect to
acquisitions, divestitures and other financial mataffecting the Company.

The Nominating Committee consists of Messrs. Alléapney, Genovese (Chairman), Hayward, Hiatt, Mciéeand Moran and Frances
Genovese Wangberg. The Committee will consider ness recommended by Shareholders for electioretBdlard. Recommendations
should be sent to the Secretary of the Compartyea€bmpany's executive offices. The Nominating Catesamet once in fiscal year 1998
and reviews and recommends criteria for Board meshiia



COMPENSATION OF DIRECTORS

The Company's present policy is to pay each dirgetalusive of employee directors, a fee of $5,080meeting for serving as a director.
Members of the Committees of the Board of Directoesnot paid additional amounts for attending Catbe meetings. Under the terms of
the 1984 Plan, each non-employee director of thagamy is eligible to receive a discretionary gmafndptions to purchase shares of Class A
Common Stock. The number of shares is determindtéBoard of Directors in its sole discretion. Karch 12, 1997, each of the seven
non-employee directors received a discretionary graoptions to purchase 4,000 shares of Class A camstuck. On June 16, 1997, eacl
the seven non-employee directors received 23,08tipm-priced’ options, as follows: an option toghase 5,000 Class A shares at an
exercise price of $19.38 per share (the fair markbte of the Class A common stock on the dateafty, an option to purchase 7,500 Class
A shares at an exercise price of $25.00 per shat@a option to purchase 10,500 Class A sharas exexcise price of $30.00 per share. £
giving effect to the 10% stock dividend paid in Jary 1998 and the anti-dilution provisions of tf884 Plan, the 4,000 options granted on
March 12, 1997 have increased to 4,400 optiongla@3,000 options granted on June 16, 1997 havedred to 25,300 options as follows:
an option to purchase 5,500 Class A shares atencisg price of $17.62, an option to purchase 8(288s A shares at an exercise price of
$22.73, and an option to purchase 11,550 Classafestat an exercise price of $27.27. These optimnanmediately exercisable.

During fiscal year 1998, each director attenddéaxt 75% of the meetings held by the Board ancCtremittees of which he or she is a
member. Robert N. Hiatt was elected as a direatdvlarch 12, 1997. Herbert J. Kett retired as aatiimeon April 3, 1998. Certain directors
may receive additional forms of compensation, aidleed elsewhere in this Proxy Statement.

OWNERSHIP OF SECURITIESBY PRINCIPAL SHAREHOLDERS

The following table sets forth certain informatiaith respect to the Class A Common Stock and Ba€®mmon Stock owned beneficially
as of March 15, 1998, or as otherwise noted, bypengon or entity known to the Company to be theehieial owner of more than 5% of the
outstanding shares of either class of Common Sftio&.persons identified in this table have soléngpand investment power with respect to
the shares set forth opposite their names, exsepth&rwise disclosed in the footnotes to the taaeording to information furnished to the
Company by each of them.

CLASSA SHAREHOLDERS

AMOU NT AND NATURE OF
BENEFICIAL PERCENT
NAME & ADDRESS(a) OWNERSHIP(b) OF CLASS

Genovese Drug Stores, Inc. Employee

Stock Ownership Plan & Trust (ESOP')..... 417,222 5.8
T. Rowe Price Associates, Inc. (c)

100 E. Pratt Street

Baltimore, MD 21202

(as of December 31, 1997)................. 368,060 5.2
Dimensional Fund Advisors Inc. (c)

1299 Ocean Avenue, 11th floor

Santa Monica, CA 90401

(as of December 31, 1997)................. 324,338 5.1
Leonard Genovese(d)........ccceeeerunnnn. 4,133,908 36.7(e)
Frances Genovese Wangberg(d)................ 2,163,745 23.0(e)
Trust under the Will of the late

Joseph W. Genovese, Jr.(d)................ 1,905,572 20.8(e)
Trust under the Will of the late

Joseph W. Genovese, Sr..........ccee..... 688,932 8.7(e)



CLASSB SHAREHOLDERS

AMOU NT AND NATURE OF
BENEFICIAL PERCENT
NAME & ADDRESS(a) OWNERSHIP(b) OF CLASS
Leonard Genovese(d)(f)...........ccceunnnene 3,939,603 61.2
Frances Genovese Wangberg(d)(g)............. 2,107,275 32.7
Trust under the Will of the late
Joseph W. Genovese, Jr.(d)................ 1,905,572 29.6
Trust under the Will of the late
Joseph Genovese, Sr.........cccocuveeen. 688,932 10.7

(a) Except as otherwise noted, the address fdrealéficial owners is 80 Marcus Drive, Melville, N&tork 11747.
(b) Certain shares in the table have been countiee because of certain rules
and regulations of the Securities and Exchange Gesiom. See notes (f) and (g).

(c) These securities are owned by various individna institutional investors which T. Rowe Prices@ciates, Inc. or Dimensional Fund
Advisors Inc., as applicable (each, a 'Fund Advjsserves as investment advisor with power toatirevestment and/or shared power to vote
the securities. For purposes of the reporting requeénts of the Exchange Act, each Fund Advisoe&mkd to be a beneficial owner of such
securities; however, each Fund Advisor expresdgldims that it is, in fact, the beneficial ownésoch securities.

(d) All shares of Common Stock beneficially ownsgdlgonard Genovese and Frances Genovese Wangleesglgect to the terms of the
Stockholders Agreement, as described below. Theshd Class B Common Stock owned by the Trust uthaeWill of the late Joseph W.
Genovese, Jr. are held for the benefit of Franeso@ese Wangberg

(e) Because shares of Class B Common Stock magrherted at any time to shares of Class A CommonkSin a one-for-one basis, under
Securities and Exchange Commission rules each isealefwner of outstanding shares of Class B Comi&atntk is deemed to be the
beneficial owner of shares of Class A Common Stéskof March 15, 1998, the following persons weeemied to be beneficial owners of
more than 5% of the outstanding Class A CommonkSaod each were deemed to own the following nurobehares of Class A Common
Stock (and percent of outstanding Class A Commonrk3tassuming conversion of shares of Class B Cam@tock and exercise of stock
options to purchase shares of Class A Common Stadnard Genovese, 4,133,908 Class A shares (3pctgisting of 3,939,603 shares
Class B Common Stock, 110,363 shares of Class An@mrStock and options covering 83,942 shares cfsCdaCommon Stock; Frances
Genovese Wangberg, 2,163,745 Class A shares (23c0%gisting of 2,107,275 shares of Class B Com8tonk, 9,900 shares of Class A
Common Stock and options covering 46,570 shar€asds A Common Stock; Trust under the Will of thelJoseph W. Genovese, Jr.,
1,905,572 Class A shares (20.8%), consisting di5,2¥2 shares of Class B Common Stock; and Trudgruthe Will of the late Joseph
Genovese, Sr., 688,932 Class A shares (8.7%) ¢msef 688,932 shares of Class B Common Stock.

(f) Includes 688,932 shares of Class B Common Slietdd as beneficially owned by the Trust under\tiill of the late Joseph Genovese,
Sr., of which Mr. Genovese is Trustee and 1,9058#es of Class B Common Stock listed as benlificaned by the Trust under the Will
of the late Joseph Genovese, Jr., of which Mr. @es®is Co-Trustee. Mr. Genovese disclaims anyflogaleownership in any such shares.
Additionally, Mr. Genovese owns 110,363 shareslaB€A Common Stock and also has options to puec82®942 more shares of Class A
Common Stock.

(9) Includes 1,905,572 shares of Class B CommockSisted as beneficially owned by the Trust unither Will of the late Joseph W.
Genovese, Jr. for the benefit of Frances Genovemegdérg, of which Frances Genovese Wangberg isrGstéle with Leonard Genovese.
Additionally, Mrs. Wangberg owns 9,900 shares &<SIA Common Stock and also has options to puret&5&0 more shares of Class A
Common Stock.



Leonard Genovese is the brother-in-law of FrancasoBese Wangberg. These persons are deemed 'sssatfi@ach other as that term is
defined in the regulations promulgated under thehBrge Act.

The Trust under the Will of the late Joseph W. Gese, Jr. may be deemed to be an 'associate' méds@&enovese Wangberg and Leonard
Genovese and the Trust under the Will of the lasegh Genovese, Sr. may be deemed to be an 'assotizeonard Genovese as that ter
so defined. The term 'associate' is used to ingligaklationship with any person, including, irstkituation, any trust or estate as to which
such person has a substantial beneficial intepests to which such person serves as trusteeammimther fiduciary capacity, and any relative
or spouse of such person who has the same honetaparson or who is a director or officer of thengpany.

SECURITY OWNERSHIP BY MANAGEMENT

The following table presents the number of shafékedCompany's Class A Common Stock and ClassiBr@an Stock owned beneficially
as of March 15, 1998, by (i) all directors and noegs, (ii) the executive officers listed in the $uamy Compensation Table, and (iii) all
executive officers and directors as a group:

SHARE S

BENEFICIALL Y OWNED

AS OF 3/15/ 98(a)(b) % OF CLASS
NAME CLASS A CLASSsB A B
Abraham Allen...........ccccccevnne 57,102 3,212 * %
Thomas M. Cooney............c........ 57,869 o * 0
Leonard Genovese(C).......c....u.... 4,133,908 3,939,603 36.7 61.2
Charles Hayward...................... 57,884 o * 0
Robert N. Hiatt..............c....... 30,800 o * 0
Herbert J. Kett..........cccveeenne 161,502 0 22 0
Irwin Livon........coccceeeenine. 105,085 0 14 O
William J. McKenna................... 51,211 o * 0
Thomas J. Moran.............cc....... 35,882 o * 0
Allan Patrick...........ccccceennne 106,280 0 15 O
Jerome Stengel.........cccocueeeen. 124,028 45,718 1.7 *
Frances Genovese Wangberg(d)......... 2,163,745 2,107,275 23.0 32.7
All Executive Officers and Directors

as a Group (18 persons)(e)......... 5,669,254 4,497,498(f) 45.5 69.8

* Indicates less than 1% of Class

(a) The persons identified in this table have soking and investment power with respect to theeshaet forth opposite their names, except
as otherwise disclosed in the footnotes to thestadiicording to information furnished to the Complay each of them.

(b) The number of shares of Class A Common Stookvalin the table includes the right to acquire ssiclres either through the conversion
of shares of Class B Common Stock on a one-forbasés or through the exercise of stock optionsyansto the Company's 1984 Plan as
follows: Abraham Allen, 57,102 Class A shares, ¢stitgy of 7,320 Class A shares, 3,212 Class B shand options covering 46,570 Class A
shares; Thomas M. Cooney, 57,869 Class A sharasistimg of 11,299 Class A shares and options @oyei6,570 Class A shares; Leonard
Genovese, 4,133,908 Class A shares, consisting@B8@&3 Class A shares, 3,939,603 Class B sharesminths covering 83,942 Class A
shares; Charles Hayward, 57,884 Class A sharesistimg of 11,314 Class A shares and options cnget6,570 Class A shares; Robert N.
Hiatt, 30,800 Class A shares, consisting of 1,1R&EA shares and options covering 29,700 Cladsafes; Herbert J. Kett, 161,502 Class A
shares, consisting of 81,229 Class A shares andnsptovering 80,215 Class A shares; Irwin Livod5,085 Class A shares, consisting of
19,053 Class A shares and options covering 86,082s@\ shares; William J. McKenna, 51,211 Clas$iérss, consisting of 13,501 Class A

(Footnotes continued on next page)
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(Footnotes continued from previous page)

shares and options covering 37,710 Class A sh@hesnas J. Moran, 35,882 Class A shares, consisfidgl00 Class A shares and options
covering 34,782 Class A shares; Allan Patrick, 286,Class A shares, consisting of 69,806 Classafeshand options covering 36,474 Class
A shares; Jerome Stengel, 124,028 Class A shamesisting of 9,994 Class A shares, 45,718 CladsaBes and options covering 68,316
Class A shares; Frances Genovese Wangberg, 2,563|#@ds A shares, consisting of 9,900 Class A sha&07,275 Class B shares and
options covering 46,570 Class A shares; and Alldakige Officers and Directors as a Group, 5,669 28&s A shares, consisting of 447,657
Class A shares, 4,497,498 Class B shares and sgtawering 724,099 Class A shares.

(c) Includes 688,932 shares of Class B Common Stettkby the Trust under the Will of the late Jds¥p. Genovese, Sr., of which Mr.
Genovese is Trustee and 1,905,572 shares of Cl&ssrBnon Stock listed as beneficially owned by thesTunder the Will of the late Jose
Genovese, Jr., of which Mr. Genovese is Co-TrudteeGenovese disclaims any beneficial interestrig such shares.

(d) Includes 1,905,572 shares of Class B CommockSteld by the Trust under the Will of the lategjus W. Genovese, Jr. for the benefit of
Frances Genovese Wangberg, of which she is Cogewsith Leonard Genovese.

(e) Includes 724,099 shares of Class A Common Sidikh the group currently has rights to acquimetigh the exercise of stock options
pursuant to the 1984 Plan.

(f) The 1,905,572 shares of Class B Common Stoadkfisally owned by the Trust under the Will of tlade Joseph W. Genovese, Jr. are
included in the Class B shares owned by each ohdebGenovese and Frances Genovese Wangberg. Howeae shares are counted only
once in the total number of shares listed undedrEAécutive Officers and Directors as a Group'.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMRINCE

Section 16(a) of the Exchange Act requires the Goms directors and executive officers, and persdrsown more than ten percent of a
registered class of the Company's equity securtiieile with the Securities and Exchange Commisgthe 'SEC') and the American Stock
Exchange initial reports of ownership and repoftshanges in ownership of Common Stock of the CanypReporting persons are required
by SEC regulation to furnish the Company with ceméall such filed reports. To the Company's kremge, based solely on a review of
copies of such filed reports furnished to the Conypall of the Company's directors, officers, andager than ten percent beneficial owners
made all required filings during fiscal year 198&itimely manner, except that John Harlow filed ogvised Form 4 one week late with
respect to one sale transaction and each of thensen-employee directors filed a late Form 5 wtdpect to the June 1997 premium-priced
option grants described above under '‘Compensatibirectors'.



EXECUTIVE COMPENSATION

The following table sets forth the annual compénsgbaid by the Company during the fiscal yearsmgndanuary 30, 1998, January 31, 1
and February 2, 1996 to the Chief Executive Offaed the four most highly compensated executiviee of the Company. Each executive
officer of the Company serves at the pleasure @Btard of Directors. No executive officer has mrplyment agreement with the Compe

SUMMARY COMPENSATION TABLE

LONG TERM
ANNUAL COMPENSATION COMPENSATION
OTHER RESTRICTED SECURITIES ALL
ANNUAL STOCK UNDERLYING OTHER

NAME AND FISCAL SALARY B ONUS COMPENSATION  AWARD OPTIONS COMPENSATION
PRINCIPAL POSITION YEAR ($)(@) (% )(b) ($)(c) ($)(b) (#)(d) ($)(3)
LEONARD GENOVESE.......... 1998 512,560 -0- 4,308 -0- 176,000 3,305

Chairman of the Board 1997 461,500 11 5,000 6,496 115,000 9,515 9,220(f)

and President 1996 442,500 -0- 6,496 -0- 12,100 5,864
ALLAN PATRICK............. 1998 262,560 -0- 188,690 -0- 101,750 1,067

Executive Vice President 1997 243,520 6 0,500 81,379 60,500 7,260 1,317

and Director 1996 231,500 -0- 2,744 -0- 9,075 1,221
JOHN HARLOW (@)........... 1998 192,560 -0- 1,218 -0- 84,150 -0-

Senior Vice President 1997 91,166 3 5,00 -0- 35,000 -0- -0-
HERBERT J. KETT........... 1998 187,560 -0- 3,317 -0- 60,720 3,745

Vice Chairman and 1997 176,152 3 3,25 123,324 33,250 4,916 3,619

Director 1996 169,500 -0- 4,380 -0- 6,292 2,989
JEROME STENGEL............ 1998 170,560 -0- 3,317 -0- 49,500 2,318

Vice President, 1997 154,212 2 7,54 118,026 27,540 4,840 2,416

Treasurer and CFO 1996 148,416 -0- 3,315 -0- 6,050 2,063

(@) Includes Company contributions to the Genowstirement and Savings Plan, a Section 401(k) pefiscal 1998, the Company
contributed $2,560, $2,560, $2,560, $2,560 and@kR fespectively.

(b) The amounts in the table reflect solely bonesearded under the 1987 Plan. 50% of such awaedgaid in cash and 50% are paid in
Class A Common Stock of the Company over a four pedod in five equal installments, assuming tbatmued employment of such
executives.

(c) The amounts shown in the table reflect, fardlsl 998, gains related to the exercise of stodloog in the amounts of $0, $0, $186,741, $0
and $0, respectively, personal use of a Comparsettautomaobile on a pro-rated basis in the amafr#&,500, $1,000, $1,000, $1,000 and
$1,000, respectively; and premiums paid by the Gomgdor life insurance over

$50,000 in the amounts of $2,808, $950, $2,3178%2M $2,317, respectively.

(d) Options to purchase shares of Class A CommockSjranted pursuant to the 1984 Plan. The numbepteons granted in each year has
been restated to reflect the 10% stock dividerglseid in January 1996, January 1997 and January W@@8e applicable. The five named
executives each received two separate grants mingpduring fiscal 1998. In March 1997, they reee€iwptions to purchase 11,000, 8,250,
7,150, 5,720 and 5,500 shares of Class A CommarkStespectively, at an exercise price of $12.27.

In June 1997, Leonard Genovese received optioparthase 77,000 shares of Class A Common Stoak exexcise price of $17.62 per sh
(the fair market value of the Class A Common Stockhe date of grant) and 'premium-priced' optimngurchase 41,250 shares of Class A
Common Stock at an exercise price of $22.73 pee<irad options to purchase 46,750 shares of Cla3smmon Stock at an exercise price
of $27.27 per share.

(Footnotes continued on next page)
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(Footnotes continued from previous page)

In June 1997, Allan Patrick received options tochase 33,000 shares of Class A Common Stock ateanige price of $17.62 per share (the
fair market value of the Class A Common Stock andhte of grant) and '‘premium-priced’ options tcpase 27,500 shares of Class A
Common Stock at an exercise price of $22.73 paesirad options to purchase 33,000 shares of Cla3smmon Stock at an exercise price
of $27.27 per share.

In June 1997, John Harlow received options to psel27,500 shares of Class A Common Stock at anissrice of $17.62 per share (the
fair market value of the Class A Common Stock andhte of grant) and '‘premium-priced' options tcpase 22,000 shares of Class A
Common Stock at an exercise price of $22.73 paesirad options to purchase 27,500 shares of Cla&3smmon Stock at an exercise price
of $27.27 per share.

In June 1997, Herbert J. Kett received optionsuieipase 55,000 shares of Class A Common Stock exexgise price of $17.62 per share
(the fair market value of the Class A Common Stockhe date of grant).

In June 1997, Jerome Stengel received optionsrichpae 44,000 shares of Class A Common Stock exencise price of $17.62 per share
(the fair market value of the Class A Common Stockhe date of grant).

All options granted in June 1997 to the five narardcutives had an original option term of ten yearse unvested for five years and
became 100% vested after five years, provided, kiewé¢hat the options became immediately exerogsapbn death, disability, retirement or
change of control of the Company. Mr. Kett retieedof April 3, 1998 and Mr. Stengel retired as &fyM, 1998. Therefore, all of their
unvested options became immediately exercisealdé sy 1, 1998.

(e) The amounts shown in the table reflect, fardigear 1998, the Company's contributions to tha-Qualified Pension Plan added to sa
in the amounts of $3,305, $1,067, $0, $3,745 an81$2 respectively.

(f) Includes the amount of annual premiums on émmtportion of split-dollar life insurance on tleels of Leonard Genovese and his spouse
in the amounts of $0, $5,951 and $3,120 for figears 1998, 1997 and 1996, respectively. The arpreatiums paid by the Company for the
non-term portion of such insurance were $231,0226851 and $189,250 for fiscal years 1998, 19971896, respectively. Pursuant to
collateral assignments of the sglitilar life insurance policies, upon the death ebhard Genovese and his spouse, the Company id tap
amount of premiums paid by the Company.

(9) John Harlow commenced employment as Senior Fresident, Director of Store Operations on Apfil 1996.
REPORT OF THE COMPENSATION COMMITTEE

The Company's current executive compensation progeflects the overall compensation philosophiethefCompany. The program is
designed with a goal of fairly compensating exa@stifor their performance and contribution to tlemPany's financial results, as well as
providing incentives which attract and retain kegautives, instill a long-term commitment to then@any and develop a pride and sense of
Company ownership, all in a manner consistent glitreholder interests. Given these objectivesstkeutive compensation package
includes three elements: (1) base salary; (2) lmawarded under the 1987 Executive Bonus & Sttark fhe '1987 Plan’), consisting of
one-half cash and one-half grants of Class A Com8tonk (which grants vest in five equal installnseoter a four year period, generally
commencing shortly after each grant); and (3) oystitm purchase shares of Class A Common Stockegtamtder the 1984 Plan, which
options are non-qualified options with an exergigee of no less than 100% of the price per shafalass A Common Stock on the date of
grant and a term of ten years from the date oftgEzach of the foregoing three elements is revieamtually and adjusted in light of the
Company's performance for the year, including tteirament of a pre-determined financial plan, géralindividual executive's contribution to
that performance.

The Compensation Committee administers the 1987 d&d the 1984 Plan. In evaluating an executiverfopnance at the Company, in
addition to financial results of the Company (sastattaining the pre-
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determined financial plan), a broad range of pentrce criteria is considered. These criteria inelstdndards of business conduct which
reflect the social values and expectations of tom@any's associates and shareholders and the cdtisaimwhich it operates. In
considering salary increases, bonus awards ankl sgimn grants (for persons other than the Presjdéhe Compensation Committee
considers recommendations submitted by the Presiden

In approving the salary increase, bonus award touk ®ption grant to the President, the Compensaliommittee takes into account his le
and scope of responsibilities and contributionthéoCompany. The Compensation Committee decidéseooompensation of the President
privately, without the President being present. fismal 1998, the Compensation Committee incredisedPresident's base salary from
$460,000 to $510,000 and awarded the options desthielow under the 1984 Plan, but declined to dadyonus under the 1987 Plan.

Under Section 162(m) of the Internal Revenue Cdlae 'Code"), a public company will be denied febtiereome tax deductions for
compensation paid to the company's chief execuiifieer and to its four other most highly compeesb¢xecutive officers to the extent that
the compensation paid to any such individual exs&4d000,000 for a taxable year, unless such cosapien qualifies for certain exceptions
to the loss of deduction rules set forth in

Section 162(m), such as an exception for compansatid under a performance based compensationTit@Compensation Committee,
when considering compensation levels and compemsptograms, considers all relevant factors, indgdax deductions that may result
from such compensation or programs. Compensatimhtpahe Company's chief executive officer anéach of its four other most highly
compensated executive officers has never exceell@@®%000, and in 1998 is not expected to exced@D$1000.

The Compensation Committee consists of five inddpatdirectors, none of whom is an employee ofdbmpany.
This report is submitted by the following persortsoveonstitute the Compensation Committee:

Thomas J. Moran, Chairman
Abraham Allen

Thomas M. Cooney

Charles Hayward

Robert N. Hiatt

COMPENSATION COMMITTEE INTERLOCKSAND INSIDER PARTICIPATION

The Compensation Committee during the 1998 fiseal yonsisted of the following five non-employeeediors: Thomas J. Moran
(Chairman), Abraham Allen, Thomas M. Cooney, ClaHayward and Robert Hiatt.

EMPLOYEE BENEFIT PLANSAND OTHER REMUNERATION
1987 EXECUTIVE BONUS & STOCK PLAN

The 1987 Plan was adopted during fiscal year 1988er the 1987 Plan, the Compensation Committe@waand eligible executives, upon
meeting targeted performance levels, incentive eraation which is paid 50% in cash and 50% in shaf€lass A Common Stock. Under
the current policy of the Compensation Committedy ¢the executive officers of the Company are bligito receive awards under the 1987
Plan. The stock is payable in equal installment808% over a four year period, provided the recipiemains employed by the Company. -
Company had available, as of January 31, 1998pappately 246,494 shares of Class A Common Stockufimire awards under the 1987
Plan. For fiscal year

1998, the Compensation Committee did not grantemuses under the 1987 Plan. The Company distdliigng fiscal 1998 29,201 shares
of Class A Common Stock for amounts awarded iniptesvyears.
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1984 EMPLOYEE STOCK OPTION AND STOCK APPRECIATION RIGHTSPLAN

The 1984 Plan authorizes the grant of discretioogtions to purchase shares of Class A Common Stookthe Company to officers of the
Company, other key employees of and consultarttss@€ompany and non-employee directors of the Compehe 1984 Plan authorizes the
grant of such options at an exercise price whigioisdess than 100% of the fair market value of@ess A Common Stock at the time the
option is granted. All outstanding options currgmithve a ten-year term. Under Proposal 1 set forthis Proxy Statement, the shareholders
of the Company are being asked to consider a padposimend the 1984 Plan to increase the numb&hares of Class A Common Stock of
the Company available thereunder by 500,000 shares.

Payment for shares of Class A Common Stock purchagen exercise of an option must be made in fulatime of exercise, either in ca
by delivery of shares of Common Stock then ownethleyoptionee or a combination of cash and shdr€@mmon Stock having an
aggregate fair market value equal to the optiocepror by participation in a cashless exercisenamgUnder the cashless exercise program,
an optionee may sell all or part of his or her @pshares through a brokerage firm with whom then@any has arranged to handle such s
The brokerage firm pays the aggregate amount oéxkecise price for such option shares directitheoCompany. The remaining monies or
shares, less a brokerage commission, are creditibe taccount of the optionee at such brokerage fs of January 30, 1998, options to
purchase 1,495,409 shares were outstanding atiexgmices ranging from $5.72 to $27.27 per share.

OPTION GRANTSIN FISCAL 1998

The following table sets forth certain informatiooncerning individual grants of stock options mamleach of the executive officers of the
Company named in the above Summary Compensatide @aking fiscal 1998 pursuant to the 1984 Plan.

OPTION GRANTSIN LAST FISCAL YEAR

INDIVIDUAL G RANTS POTENAIAL REALIZABLE
---------------------- VALUE AT ASSUMED
% OF TOTAL ANNUAL RATES OF STOCK
OPTIONS OPTIONS PRICE APPRECIATION FOR
GRANTED GRANTED TO EXERCISE OPTION TERM($)
(# OF EMPLOYEES IN PRICE(2) EXPIRATION = —---m-mmmmmmmmememeeee
NAME SHARE)(1) FISCAL 1998 ($/SH) DATE  5%(3) 10%(3)
Leonard Genovese... 11,000 1.0% $12.27 3/11/07 $84,882 $ 215,107
77,000 6.7% $17.62 6/15/07 $853,246 $2,162,294
41,250 3.6% $22.73 6/15/07 $246,309 $ 947,584
46,750 4.0% $27.27 6/15/07 $66,905 $ 861,684
Allan Patrick...... 8,250 0.7% $12.27 3/11/07 $63,661 $ 161,331
33,000 2.9% $17.62 6/15/07 $365,677 $ 926,697
27,500 2.4% $22.73 6/15/07 $164,206 $ 631,723
33,000 2.9% $27.27 6/15/07 $ 47,227 $ 608,247
John Harlow........ 7,150 0.6% $12.27 3/11/07 $55,173 $ 139,820
27,500 2.4% $17.62 6/15/07 $304,731 $ 772,248
22,000 1.9% $22.73 6/15/07 $131,365 $ 505,378
27,500 2.4% $27.27 6/15/07 $39,356 $ 506,873
Herbert J. Kett.... 5,720 0.5% $12.27 3/11/07 $44,139 $ 111,856
55,000 2.4% $17.62 6/15/07 $609,462 $1,544,496
Jerome Stengel..... 5,500 0.5% $12.27 3/11/07 $42,441 $ 107,554
44,000 3.8% $17.62 6/15/07 $487,569 $1,235,597

(Footnotes on next page)
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(Footnotes from previous page)

(1) The stock options which expire on 3/11/07 atlyfvested immediately upon grant. All rights tceecise such options terminate 14
business days after termination of employment, igexl; however, that the optionee or his estatd bhsk three months after termination of
employment to exercise the options if the cessaif@mployment is due to retirement on or aftesiathg the age of 65, disability, or death.

All options granted in June 1997 (which expire é15607) to the five named executives had an origipdon term of ten years, were
unvested for five years and became 100% vestedfafteyears, provided, however, that the optioasdime immediately exercisable upon
death, disability, retirement or change of contriothe Company.

Mr. Kett retired as of April 3, 1998 and Mr. Stehgetired as of May 1, 1998. Therefore, all of thaivested options became immediately
exerciseable as of the date of retirement. Asqfatteir Retirement Agreements, which are descritldw, all of Mr. Kett and Mr. Stengel's
options terminate on December 31, 2001.

The revised net realizable values of Mr. Kett's@mm assuming 5% and 10% growth rates (which woesdlt in stock prices of $22.10 and
$27.70, respectively, on December 31, 2001) are2¥86(at 5%) and $88,260 (at 10%)(for the 5,720oog) and $246,400 (at 5%) and
$554,400 (at 10%)(for the 55,000 options).

The revised net realizable values of Mr. Stenggdt®ons assuming 5% and 10% growth rates (whichldvasult in stock prices of $22.10 ¢
$27.70, respectively, on December 31, 2001) are0854(at 5%) and $84,865 (at 10%)(for the 5,500oo) and $197,120 (at 5%) and
$443,520 (at 10%)(for the 44,000 options).

The Company paid on January 14, 1998 a 10% steittetid to shareholders of record on December 287.19ince the 1984 Plan contains
antidilution provisions, the number of options gemhand the option prices in the table have bearstedl to reflect the stock dividend.

(2) Exercise prices have been adjusted to reffecfif% stock dividend paid in January 1998.

(3) The potential realizable value amounts sholastitate the values that might be realized upomagse of stock options immediately prior
to the expiration of their tepear term using 5% and 10% appreciation ratesp@sified by the SEC), compounded annually, and:fioee are
not intended to forecast possible future appremiaif any, of the price of Class A Common Stockidiionally, these values do not take into
consideration the provisions of the options pravidior nontransferability or termination of the options fallmg termination of employmet

In order to achieve the potential realizable vaketsforth in the 5% and 10% columns, the pricesbare of Class A Common Stock for the
stock options granted on the following dates waoddd to appreciate to the applicable stock prices the date of grant through the ten-year
option term:

5%  10%

March 1997.... $19.99 $31.83
June 1997..... $28.70 $45.70

On January 30, 1998, the last day of trading icefi4 998, the closing price of the Class A CommtotiSon the American Stock Exchange
was $16.875 per share.
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AGGREGATED OPTION EXERCISESIN LAST FISCAL YEAR AND
FISCAL YEAR-END OPTION VALUES

The following table sets forth information with pest to the named executive officers concerningetezcise of options during fiscal year
1998 and unexercised options held at fiscal yedr-en

NUMBER OF SECURITIES VALUE OF U NEXERCISED
UNDERLYING UNEXERCISED IN-THE-MONEY OPTIONS AT
OPTIONS AT YEAR-END(#) FISCAL YEAR -END($)(a)
SHARES ACQUIRED VALUE s e e

NAME ON EXERCISE(#) REALIZED($ ) EXERCISABLE UNEXERCISABLE EXERCISABLE UNEXERCISABLE

Leonard Genovese... -0- -0- 83,942 165,000 $ 725,599 0

Allan Patrick...... 13,287 $ 186,741 36,474 93,500 $ 280,214 -0-

John Harlow........ -0- -0- 7,150 77,000 $ 32,926 -0-

Herbert J. Kett.... -0- -0- 25,215 55,000 $ 193,618 -0-

Jerome Stengel..... -0- -0- 24,316 44,000 $ 186,809 0

(a) Calculated based on the excess of the fair ehadue of Class A Common Stock on January 308 1826.875) over the option exercise
price. All awards made to Leonard Genovese fronDtfiough 1992 were at an option exercise pricalepul 10% of the market price on
the date of the grant.

THE GENOVESE RETIREMENT AND SAVINGSPLAN

The Company maintains a profit sharing and retirgmnsavings plan pursuant to Section 401(k) of thdeC All employees participate after
one year of service and attainment of age 21.

The Company may make discretionary contributiorsnramount determined annually by the Board of dines. Company contributions are
allocated to eligible participants in proportiontb@ir compensation. Participants may make cortioha to the Plan on a salary reduction
basis, and the Company may make matching contibsiton behalf of each participant. A separate waéatuction account and matching
employer contribution account are maintained fahgaarticipant. All contributions are paid to TheeRfus Trust Company, as Trustee, to
hold, invest and reinvest the funds. All accoumés\eested at retirement, death or disability. Upow other termination of employment,
matching and discretionary contributions vest 20¢g¢ar for the first five years of service. Subjectertain restrictions and tax penalties,
participants may borrow from or make early withdaés\from their salary reduction accounts.

RETIREMENT INCOME PLAN
The Company's Retirement Income Plan (the 'Peri&&am) covers

approximately 700 participants. The Company, dufiscpl year 1990, elected to freeze the Pensian & of December 31, 1988, which
resulted in the freezing of maximum benefits avddao employees covered by the Pension Plan Beacémber 31, 1988. Employees
covered by the Pension Plan will continue to veth tihe passage of time.

The Pension Plan provides 100% vesting after fe@ry of service. Normal retirement age is 65 anlg egtirement can be taken after age 55.
A participant's benefits under the Pension Plarbased upon a maximum of 50% of his or her aveeageings during the final five years of
employment up to a maximum of $30,000, less 75%i©primary Social Security benefits, for 30 yearsnore of service. Benefits are
reduced proportionately if the participant's aciesrs of service are less than 30. As a restlieofreeze of benefits described above, these
benefits were determined for each affected emplaga€he or she terminated employment on Dece®bget988.

The following named executive officers shall beittad to receive the following annual benefits upetirement at age 65: Leonard Genov
$4,991; Herbert Kett, $5,172; Allan Patrick, $2,398rome Stengel, $3,364; and John Harlow, $0. lBecthe Pension Plan was frozen, the
benefits payable upon retirement to the named ¢xecofficers will not vary based on final competisa or additional years of service.

NON-QUALIFIED PENSION PLAN

In addition, five key officers of the Company (Lewd Genovese, Herbert J. Kett, Allan Patrick, Jer@tengel and Dominick Lettieri)
participate in a nowualified pension plan. The plan provides bengfitsetirement equal to 50% of a participant's lsadary with a maximutr
benefit of $50,000 per year for 10 years.
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This plan also provides life insurance on the irdlial officers, payable to the officers in an amioegual to five years base salary up to a
maximum of $500,000. Because each of these fivieesf receives (and is expected to receive in éuyears) a base salary in excess of
$100,000, each such officer is expected to recaivetirement the maximum benefits available utkdemon-qualified pension plan. As part
of their Retirement Agreements, Mr. Kett and Mergjel agreed to forfeit their rights to receivedfda under the Non-Qualified Pension
Plan in exchange for a lump sum cash payment.

EMPLOYEE STOCK OWNERSHIP PLAN & TRUST

On April 6, 1976, the Board of Directors of the Gmmy approved the adoption of the ESOP for the fitesfeall of its employees, including
officers, who meet certain eligibility requirementeised primarily on age, length of service and memof hours worked. Under the ESOP,
Company may make contributions to a trust fundaishcor property, including shares of Class A Com@&tmrtk, in an amount to be
determined annually by the Board of Directors. Thestees of the trust fund will be directed to isiveny funds received primarily in Class A
Common Stock and to make distributions in the form

of Class A Common Stock or cash to participantsugeath, disability or retirement. In the event yment of a participant is terminated
prior to death, disability or retirement, the numbgshares of the ESOP he or she will be entiibeicbceive as a distribution will depend, in
general, upon his or her length of service with@oenpany. A participant's share in the contribufmmeach year is determined by the ratic
his or her compensation (exclusive of any bonusef)e aggregate compensation of all participaamslgsive of bonuses).

For fiscal year 1998, the Board of Directors did aathorize any contribution to the ESOP. On Mar6h1998, the ESOP held 417,222 sh
of Class A Common Stock.

CERTAIN TRANSACTIONS

During fiscal year 1998, the Company paid to Ledraenovese and another member of the Genovese/fasilrustees under deeds of trust
for the benefit of certain family members, an aggte of $303,913 for facilities located in Longatstl City, New York, under the terms of a
lease which expires on July 31, 2010. During fid@88 the Company paid to the Trustees an anngal temtal of $241,500 and $62,413 for
the payment of certain real estate taxes. The Compelieves that the lease, when entered into,m&ade on terms no less favorable to the
Company than could have been obtained from aniliagdtl person in a similar transaction.

CHANGE IN CONTROL AGREEMENTS

The Company has in force Severance Agreementsseitbn of its officers. The Agreements become éffectnly upon a Change in Control
(as defined in the Agreements). If, after a Changeontrol, the Executive's employment is termidatéth rights to receive severance
benefits, the Executive will be entitled to recefijea lump-sum severance payment equal to twogithe sum of the highest base salary ever
paid to the Executive and the highest incentiveaiy to the Executive in the three most recerdrzdr years, and (ii) employee benefits for
a period of 24 months. The Agreements were ameimdéwehe 1997 to provide for a gross-up of benéditsompensate the executive for any
excise taxes imposed by Section 4999 of the Codedmson of the payments thereunder being considasatingent on a change in owners

or control' of the Company, within the meaning etfon 280G of the Code.

RETIREMENT AGREEMENTS

On March 6, 1998, the Company entered into SeveraAgceements (the 'Retirement Agreements'’) wittbelerd. Kett, Vice Chairman of the
Company, Jerome Stengel, Vice President, TreasakChief Financial Officer of the Company, andiinvivon, Vice President,
Merchandising and Advertising. Copies of the SenvegaAgreements have been filed as Exhibits to thaany's Annual Report on Form 10-
K for the fiscal year ended January 30, 1998.

Mr. Kett retired as Vice Chairman of the Compang as a member of the Board of Directors of the Camypas of April 3, 1998 after 45
years of service to the Company. Pursuant to hiseReent Agreement, he received a lump sum of apprately $1.1 million. In addition, a
of his outstanding options to purchase
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Company stock became exerciseable upon his retireamel now expire on December 31, 2001. Mr. Kelitnemain available as a consultant
to the Company.

Mr. Stengel retired as Vice President, TreasurdrGmef Financial Officer of the Company as of Migyl 998 after 25 years of service to the
Company. Pursuant to his Retirement Agreementebeived a lump sum of approximately $900,000. khitamh, all of his outstanding
options to purchase Company stock became exerégsapbn his retirement and now expire on DecembhefB01. Mr. Stengel will remain
available as a consultant to the Company.

Mr. Livon retired as Vice President, Merchandisargl Advertising, of the Company as of May 1, 1988raight years of service to the
Company. Pursuant to his Retirement Agreementebeived a lump sum of approximately $600,000. khitamh, all of his outstanding
options to purchase Company stock became exertgsapbn his retirement and now expire on DecemtefB01.

STOCKHOLDERSAGREEMENT

On June 30, 1997, Leonard Genovese and Francev&end/angberg, the two principal stockholders ef@ompany (the 'Principal
Stockholders'), entered into a Stockholders Agreertibe 'Stockholders Agreement'). A copy of thecBholders Agreement was filed as
Exhibit 1 to Amendment No. 3 to a joint Schedul®1Bed with the SEC on July 2, 1997 by the PriradiStockholders.

The Principal Stockholders entered into the Stoldérs Agreement to impose certain restrictions roh @nditions to the transfer and voting
of the Class A and Class B Common Stock of the Gompeneficially owned by them. The Class B Comi8tatk is not registered as a
class of equity securities under the Exchange Buttmay be converted or exchanged for shares as@aCommon Stock at any time.

The Stockholders Agreement governs all shares afrf@on Stock and all securities convertible intoxahangeable for Common Stock
beneficially owned by the Principal Stockholderstair Permitted Transferees (as defined in thel®tolders Agreement) as of the date of
the Stockholders Agreement or at any time thergadteject to certain limited exceptions.

The Stockholders Agreement provides that, subgecettain limited exceptions, neither the Principtdckholders nor their Permitted
Transferees may, without the prior written congsriioth Principal Stockholders, directly or inditlgc whether voluntary or involuntary, sell,
distribute, transfer, assign, pledge, hypothecatiterwise dispose of (including, without limitati, by tendering such shares into a tender
offer) or encumber (including, without limitatiopy subjecting such shares to any proxy or votimgament, trust or other arrangement
except as set forth in the Stockholders Agreemamt)Common Stock subject to the Stockholders AgesenAll Permitted Transferees will
be required to become a party to the Stockholdgreément.

The Stockholders Agreement also provides that withiwe prior written

consent of the Principal Stockholders, the Priricgtackholders and their Permitted Transfereesmwaiticonvert or exchange any shares of
Class B Common Stock into or for shares of Clagdofmon Stock except as may be required in conneutith certain permitted transfers.

The Stockholders Agreement further provides thaalbmatters that are put to a vote (or action bigten consent) of the stockholders of the
Company, including, without limitation, the electiof directors, a merger, consolidation, sale, &itijon or other business combination
involving the Company and amendments to the Compamytificate of incorporation or by-laws, eachtod Principal Stockholders and their
Permitted Transferees will vote (or act by writtemsent with respect to) its Common Stock as dirkt writing by both of the Principal
Stockholders; provided, however, that if the PipatiStockholders cannot agree as to how such Con8tawk shall be voted, such Common
Stock will be voted in accordance with the recomdation of the Company's Board of Directors.
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PERFORMANCE GRAPH

The graph below compares the yearly percentagegeharthe cumulative total shareholder return @anGompany's Class A Common Stock

against the cumulative total return of the S&P 868 a composite peer group for the period of figarg commencing February 1, 1993 and
ending January 31, 1998.

COMPARISON OF CUMULATIVE TOTAL RETURN FOR THE
FIVE YEARS COMMENCING 2/1/93 AND ENDING 1/31/98

[LINE GRAPH]
1/93 1/9 4 1/95 1/96 1/97 1/98
Genovese Drug Stores 100 14 0 124 129 218 286
S&P 500 100 11 3 113 157 199 252
NACDS Peer Group 100 9 1 99 129 164 258

The graph assumes that the value of the investméné Class A Common Stock and each index was $hdebruary 1, 1993 and that all
dividends were reinvested.

The peer group currently consists of the Comparlytha following drugstore chains: Arbor Drugs, I€VS Corporation, Drug Emporium,
Inc., Horizon Pharmacy, Inc., Longs Drug StorespGdPhar-Mor Inc., Pharmhouse Corp., Rite Aid Camd Walgreen Co.
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CERTIFIED PUBLIC ACCOUNTANTS

The certified public accounting firm of Deloitte Bouche LLP was engaged as independent auditottsebdard for fiscal year 1998. The
Board, on the recommendation of its Audit Committegs retained Deloitte & Touche LLP to provide@stting services for fiscal year
1999. Deloitte & Touche LLP is expected to haveespntatives present at the 1998 Annual Meetingwilidoe available to respond to
shareholders' questions and, if they desire, waiiehan opportunity to make any statement they densippropriate.

PROPOSAL 1

PROPOSAL TO APPROVE AN AMENDMENT TO THE 1984 EMPLOYEE STOCK OPTION AND STOCK
APPRECIATION RIGHTSPLAN

DESCRIPTION OF PROPOSAL AND RECOMMENDED VOTE

The Compensation Committee has adopted Amendmernit Mothe 1984 Plan (Amendment No. 7') subjeth&approval of the
shareholders of the Company. The text of Amendment7 is appended hereto as Exhibit A.

Amendment No. 7 would increase by 500,000 the nurabgshares of Class A Common Stock that can bedadaunder the 1984 Plan.

The foregoing change would be effective as of Mdi@h1998. In all other respects, the current teandsconditions of the 1984 Plan would
remain in effect.

The Compensation Committee and Company managerakevd that amending the 1984 as proposed wilh&rrthe purpose of the 1984
Plan and is in the best interests of the Companyitarshareholders.

The affirmative vote of the majority of the votastided to be cast at the meeting is required fipraval of Amendment No. 7 under Proposal
1. THE BOARD OF DIRECTORS RECOMMENDS THAT THE SHARBLDERS VOTE 'FOR' THE APPROVAL OF THIS PROPOS!/

DESCRIPTION OF 1984 PLAN

The 1984 Plan provides for the granting of stockonys or stock appreciation rights with respecatoaggregate of up to 1,450,000 shares
(before adjustment in accordance with the antidifuprovisions of the 1984 Plan) of the Companyas€ A common stock, par value $1.00
per share ('Class A Stock’). The 1984 Plan inclylegisions authorizing a Stock Option Plan Comesitto administer the 1984 Plan, to g
stock options or stock appreciation rights thereuntb construe and interpret the 1984 Plan, tlmddhe terms used therein, to prescribe,
amend and rescind rules and regulations relatirnlgetd 984 Plan, and to make all other determinati@tessary or advisable for the
administration of the 1984 Plan. The Stock OptitanRCommittee must consist of at least three disgsted, non-employee directors of the
Company. The Compensation Committee serves asdlck Sption Committee under the 1984 Plan.

Purpose. The purpose of the 1984 Plan is to engeuh® acquisition of a proprietary interest in @@mpany by its directors, officers,
consultants and other key employees. Under Profdoset forth in this Proxy Statement, the sharedrsldf the Company are being asked to
consider a proposal to amend the 1984 Plan toaserby 500,000 the number of shares of Class A Gam8tock that can be awarded under
the 1984 Plan.

Adoption and Amendments. The 1984 Plan was apprbyeshareholders of the Company on June 4, 1984 &ffective as of March 16,
1984 and was to terminate automatically on Marchl®84. The 1984 Plan was modified by an amendaygmtoved by shareholders of the
Company on June 6, 1988, which amendment authoaigtminatic, non-discretionary grants of stock amito directors of the Company
under the 1984 Plan and increased the number cdsba Class A Stock authorized to be awarded utheéet 984 Plan by 200,000 shares.
1984 Plan was further modified by an amendmentaygar by shareholders of the Company on June 8,,1@%2h amendment increased the
number of shares of Class A Stock authorized tavb@rded under the 1984 Plan by 250,000 sharesxa@dded the term of the 1984 Plan
from March 16, 1994 to March 16, 2004. The 1984 mas further modified by Amendment No. 3 approlegdhareholders of the Company
on
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June 13, 1994, which amendment made three chandles 1984 Plan. First, the number of shares fachvbach non-employee director shall
annually receive an option grant was increased B6fMto 2,000, subject to adjustment in accordavitethe antidilution provisions of the
1984 Plan. Second, the requirement for the recéipbnsideration from the recipients of stock opsi@nd stock appreciation rights under the
plan was deleted. Third, participation in a cashkeeercise program sponsored by Merrill Lynch watbarized. The 1984 Plan was further
modified by Amendment No. 4 approved by sharehsldéthe Company on June 17, 1996, which amendmade two changes to the 1984
Plan. First, the number of authorized shares o§s<ChRacommon stock that may be issued under the P&84was increased by 800,000 shi
Second, the term of existing options was extendaa five to 10 years (subject to the consent ofting option holders), and the permissible
term of future options (except certain incentivec&toptions) was extended from five to 10 yeare T884 Plan was further modified by
Amendment No. 5 approved by the Compensation Coiaenitf the Board of Directors and the full Boardifectors on March 12, 1997,
which amendment made one change to the 1984 Pt@naiendment modified the number of options that lbeagranted under the 1984
Plan to non-employees who are members of the Bafabirectors. Prior to such amendment, non-emplaiesctors automatically received
an annual option grant to purchase 2,000 shar€tasé A common stock. The amendment gave the Casapen Committee the authority to
grant to each non-employee director an option tolmse such number of shares as the Board of Digeshall determine in its sole
discretion. The amendment also eliminated the requént that non-employee directors receive an ngiiant once each year. The 1984 Plan
was further modified by Amendment No. 6 approvedh®yCompensation Committee and the full Board ioé®@ors on March 12, 1997, and
approved by the shareholders of the Company on I6n£997, which amendment provided that consudtamthe Company may be selected
to participate in the 1984 Plan and limited the mmam

annual awards under the 1984 Plan. The sharehatsrapproved the 1984 Plan, as amended, for pespaf Section 162(m) of the Code.

Persons Eligible. Such officers or other key empésyof, or consultants to, the Company as the Cosaien Committee in its sole discret
may select are eligible to receive discretionagngg of stock options and stock appreciation rightter the 1984 Plan. In addition, the
Compensation Committee has the authority to g@meath noremployee director an option to purchase such nuwhbsgnares as the Board
Directors shall determine in its sole discretiohefle are approximately 90 officers, consultants@thdr key employees and 7 non-employee
directors currently participating in the 1984 Plan.

Shares Available. 1,546,445 shares of Class A Sttiain available for issuance and sale under38é Plan, 1,497,430 of which are
covered by stock options outstanding thereunded@@l5 of which remain available for future gramis stock appreciation rights have b
granted under the 1984 Plan to date. Under Profdoset forth in this Proxy Statement, the sharedrsldf the Company are being asked to
consider a proposal to amend the 1984 Plan toaserby 500,000 the number of shares of Class A Gon8tock that can be awarded under
the 1984 Plan. The shares of Class A Stock thatlmeagsued and sold under the 1984 Plan may ber ¢ittasury shares or authorized and
unissued shares of such Class A Stock. The nunilzertiborized shares of Class A Stock with respeettich stock options have been
granted but not exercised is subject to adjustifienstock dividend is declared and paid upon fiseéd and outstanding shares of common
stock of the Company, or if such shares are sulifjbined, converted, exchanged, reclassified aninway substituted for, or if the Comp:
merges or consolidates with another corporatiomny such event, a stock option that has beenegtamtd not exercised will entitle the
holder of such stock option upon its future exer¢sthe number and kind of securities or otheperny subject to the terms of the stock
option to which such holder would have been emtitiad such holder actually owned the shares ofsGlaStock subject to the unexercised
portion of the stock option at the time of the acence of such stock dividend, split, combinaticorpversion, exchange, reclassification,
substitution, merger or consolidation. If a stopki@ciation right is granted, then, upon the oanre of any of the foregoing events, the
Compensation Committee in its sole discretion hasight to determine the amount of cash and/ontheber of shares or other property
subject to the terms of the stock appreciationtréghthat there will be no decrease or dilutiondeermined by the Compensation Committee
in its sole discretion) in the cash and/or the gafithe shares or other property to which the érotd such stock appreciation right upon its
payment is entitled by reason of such events.

Awards. The Compensation Committee may grant optiorpurchase shares of Class A Stock to eligilbeetbrs, officers and other key
employees of and consultants to the Company inrdacce with the terms and
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conditions of the 1984 Plan. Such terms and canitare described in detail in the 1984 Plan aagammarized below. The stock options
granted under the 1984 Plan may be options thahameded to qualify as 'incentive stock

options' within the meaning of Section 422 of ttml€ or options that are not intended to so quéliign-qualified options'). The
Compensation Committee also may grant stock apgtienirights in accordance with the terms and doo of the 1984 Plan. Such terms
and conditions also are described in detail inli@&4 Plan and are summarized below. The stock ejapien rights granted under the 1984
Plan may be frestanding rights or rights that are granted in tameéth stock options. The form of stock options atack appreciation righ
granted under the 1984 Plan is determined from tartene by the Compensation Committee. An Optientificate or Stock Appreciation
Right Certificate is issued to each person to wlaostock option or stock appreciation right is geanif a stock appreciation right is granted
in tandem with a stock option, an Option Certifeccawith appropriate modifications as determinedigyCompensation Committee, is issued.

Grants to Employees and Consultants. The numbghares of Class A Stock subject to stock optiorstark appreciation rights granted to
any eligible officer or other key employee of onsaltant to the Company is determined by the Corsgogan Committee in its sole
discretion. An individual who has been grantedoglsbption or stock appreciation right may be gedradditional stock options or stock
appreciation rights if the Compensation Commit@éeatermines, even though stock options or stopkegjation rights previously granted to
that individual remain outstanding.

Grants to Non-Employee Directors. The Compensafiommittee has the authority to grant to each employee director of the Company
option to purchase the number of shares of ClaSso8k as determined by the full Board of Directiorgs sole discretion. On March 12,

1997, each of the seven nemployee directors of the Company received a distrary grant of an option to purchase 4,000 shafé€dass /
Common Stock. In addition, on June 16, 1997, edtheoseven non-employee directors of the Compeaogived a discretionary grant of an
option to purchase 5,500 shares at an exercise pfi$17.62 per share (the fair market value ofGless A Common Stock on the date of
grant), an option to purchase 8,250 shares atartier price of $22.73 per share, and an optigutohase 11,550 shares at an exercise price
of $27.27. These options are immediately exerciseab

Duration of Options or Rights. The duration of eattck option or any stock appreciation right geaninder the 1984 Plan is for such period
as the Compensation Committee shall determineguouéntly not more than ten years from the datgrant thereof. The duration of each
tandem stock appreciation right is coextensive withstock option pursuant to which it was graraed expires at the same time. As part of
the Retirement Agreements for Messrs. Kett, SteagdlILivon, all of their options are immediatelyeesiseable but terminate on December
31, 2001.

Assignability of Stock Options. Stock options, $t@ppreciation rights and all rights thereundentgd under the 1984 Plan are not
transferrable by the holder thereof other than Blyowthe laws of descent and distribution, andisatock option or stock appreciation right
may be exercised during such holder's lifetime daylyr on behalf of such holder.

Price. The price per share of the shares of ClaSto8k to be purchased pursuant to the exerciaestifick option and the price per share o
shares of Class A Stock subject to a non-tandeak stppreciation right must be not

less than one hundred percent (100%) (110% indke of incentive stock options granted to cert@ Shareholders) of the closing sale
price of a share of Class A Stock on the stock amrgk on which the shares of Class A Stock arephiararily listed and traded for such
relevant date, or if there have been no sales cm exchange on the relevant date, the closingpsale on the last preceding day upon whi
sale took place, or if the shares of Class A Streknot listed, the average of the high and lowpbices in the domestic over-the-counter
market on the relevant date (the 'Fair Market Val@as determined by the Compensation Committea,stfare of Class A Stock of the
Company on the date of grant of such stock opticstack appreciation right. The price per sharthefshares of Class A Stock subject to a
tandem stock appreciation right must be the santieeagrice per share of the shares of Class A Stoble purchased pursuant to the exercise
of the stock option underlying such tandem stogkregiation right.

Exercise of Stock Options or Stock AppreciationtiRsg Stock options and non-tandem stock appreaiaiihts are exercisable in whole or in
part at such time and upon such terms and conditisrthe Compensation
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Committee shall determine. A stock option or amcktappreciation right may be exercised by delivarg duly signed notice in writing
specifying the number of shares of Class A Stocdhk wéspect to which such exercise occurs, togetitarthe Option Certificate or Stock
Appreciation Right Certificate, and in the casé¢haf exercise of a stock option, the full purchaseepof the shares of Class A Stock to be
purchased pursuant to such exercise, to the Chaiaindne Board or an officer of the Company appedniy the Chairman of the Board for
the purpose of receiving the same; provided, howekiat no stock option or stock appreciation rigianted pursuant to the 1984 Plan ma
exercised at any time when the exercise theredditei® any law or governmental order or regulatitayment for the shares of Class A stock
purchased pursuant to the exercise of a stockoptiast be made in full at the time of the exeroiSthe stock option by any one or more of
the following methods: in cash; by check payablthorder of the Company; by delivery to the Conypaf shares of Class A Stock which
will be valued at their Fair Market Value on theelaf exercise of the stock option; by participatio a cashless exercise program maintained
by the Company and a registered broker-dealer anlgyother method acceptable to the Compensatiom@ibee and counsel to the
Company, including loans, advances and guaranfdearts by the Company.

Special Rules Applicable to Stock Appreciation Rigi stock appreciation right may be granted ly@ompensation Committee to an
eligible officer, consultant or other key employeea free-standing right or may be granted in tandéh all or any part of a stock option
granted under the 1984 Plan at the time of thetgriasuch stock appreciation right. Subject tophevisions set forth below, upon the
exercise of a stock appreciation right grantechiimlem with a stock option, the holder thereof mayender the stock option, or any
applicable portion thereof, to the extent then eisable but unexercised and receive cash or sbaf@ass A Stock or any combination
thereof as determined by the Compensation Comnptiesuant to the 1984 Plan. Such stock option wilthe extent surrendered, thereupon
cease to be

exercisable.

A stock appreciation right is subject to the follog/terms and conditions and to such other termdscanditions as may from time to time be
approved by the Compensation Committee:

(a) A tandem stock appreciation right is exercigatilsuch time or times and to such extent, byt tmnthe extent, that the stock option to
which it relates is exercisable. A tandem stockraepiption right is not transferrable or assignat@parately from the stock option to which it
relates and the exercise or expiration of suchkstption will terminate the related stock apprdoiatight.

(b) The exercise by the holder of a stock appreriaight may be made in writing to the Chairmarthaf Board or an officer of the Company
appointed by the Chairman of the Board for the psepof receiving the same, specifying whether $wdtier desires cash or shares of Class
A Stock or any combination thereof. Such requeBthei subject to the absolute right of the CompaasaCommittee to substitute stock for
cash or cash for stock as set forth in subparadgi@pelow. An exercise by an officer, directote@n percent (10%) shareholder of the
Company electing a full or partial settlement fasle must be received in writing during the periedibning on the third business day next
following the date of release by the Company ofrtrly or annual financial data and ending on thelith business day following such date
of release.

(c) Upon the exercise of a stock appreciation ritite holder thereof will be entitled to receiverfrthe Company the difference between
(i) the price per share under such stock appreciatght determined in accordance with the seatiotitled 'Price' above, and (i) the Fair
Market Value on the date of exercise of one sha@ass A Stock, multiplied by the number of rightith respect to which such stock
appreciation right is exercised. For purposes isfgbbparagraph, Fair Market Value will be deteexiby the Compensation Committee a
the date of exercise of the stock appreciationtrigh

(d) Notwithstanding any provision to the contragrdin, the Compensation Committee may, under ®ramstand conditions as it deems
appropriate, accept the exercise of a stock apgireniright and authorize payment to be made ih cashares of Class A Stock or any
combination thereof. Shares of Class A Stock wdlMalued at Fair Market Value as determined bydbmpensation Committee as of the
date of exercise of the stock appreciation right.

If the Compensation Committee decides to pay cpsin the exercise of a stock appreciation rightGbepensation Committee has the
discretion to make such cash payments over a pefitithe, such period not
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to exceed five years from the date of exercises piterest at a rate to be determined by the Cosgtiem Committee from the date of
exercise. Shares of

Class A Stock with respect to which a non-tandesnksppreciation right is exercised will be chargedinst the maximum number of shares
which may be subject to stock options or non-tanderok appreciation rights under the 1984 Plan itbstanding that payment upon the
exercise of such stock appreciation right is madetiole or in part in cash.

Tax Withholding. In the event that a director, offi, consultant or other key employee elects tooisea stock option or stock appreciation
right, or any part thereof, pursuant to the 19&hpPand if the Company is required to withhold ampounts under any federal, state or local
tax rules or regulations by reason of the issuafighares of Class A Stock and/or cash to sucheholde Company is entitled to deduct and
withhold such amounts from any cash payments tméee to such holder. In any event, such holder mage available to the Company,
promptly when required, sufficient funds to meet thquirements of such tax withholding obligatiand the Compensation Committee is
entitled to take and authorize such steps as itaeayn advisable in order to have such funds aveitalthe Company when required.

Issuance of Shares and Compliance With Securites\Kithin a reasonable time after the due exerofsestock option or stock appreciation
right, the Company will cause to be delivered ® tiolder thereof a certificate for the shares @S€EIA Stock issuable and/or the cash payable
pursuant to the exercise of the stock option atksappreciation right together with either

(i) an Option Certificate or Stock Appreciation RigCertificate for a number of shares of Class écBt equivalent to the difference between
the number of shares as to which the stock optialic stock appreciation right had not been execcismediately prior to the time of the
exercise of the stock option or stock appreciatight and the number of shares with respect to wttie stock option or stock appreciation
right was so exercised, or (ii) the original Opti®artificate or Stock Appreciation Right Certifieagndorsed to give effect to the partial
exercise thereof. The Company may postpone tharssuand delivery of shares of Class A Stock upgneaercise of a stock option or stc
appreciation right until (a) the admission of sgblares to listing on any stock exchange on whielneshof the same class are then listed and
(b) the completion of such registration or othealdication of such shares under any state or f#daw, rule or regulation as the Company
shall determine to be necessary or advisable. A&nyggm exercising a stock option or stock apprematight must make such representations
(including representations to the effect that soetson will not dispose of such shares of Classo&kSin violation of the Federal securities
laws, if required by the Company) and furnish sinfbrmation as may in the opinion of counsel to @@mpany be appropriate to permit the
Company, in the light of the then existence or xistence of an effective registration statementeuride Securities Act of 1933, as amended
(the 'Securities Act'), with respect to such shaxesssue the shares in compliance with the prongof that or any comparable act. The
Company may place an appropriate legend on anificat® evidencing the shares of Class A Stockmag issue stop transfer instructions in
respect thereof. Nothing herein, however, will leemied to require that the Company file or amereysstration statement under the
Securities Act.

Termination of Options. Notwithstanding any othesypsions of the 1984 Plan, any stock option oclstappreciation right not exercised
within the period fixed for such exercise will esgpand become void and of no effect.

Termination of Employment or Service. In generaly anexercised stock option or stock appreciatighttheld by an officer, consultant or
other key employee will terminate forthwith at #Hlese of business on the fourteenth business dely@ssation or termination for any rea
of such holder's employment by or service with@mnpany. Notwithstanding the foregoing, if the etiesm of employment or service is due
to retirement on or after attaining the age ofysfite (65) years, disability or death, or if deattcurs within three months of such holder's
cessation of employment or service by reason okraent or disability, as aforesaid, such holdetherlegal representatives of the estate of
such holder or a specific legatee under a wilherdistributees in intestacy, after distributiorthe# stock options or stock appreciation rights
to said legatee or distributees, shall have thelpge within the remaining period of the stockioptor stock appreciation right or within thi
months of such holder's cessation of employmesenrice, whichever is shorter, of exercising thexancised stock options or stock
appreciation rights which such holder could havereised at the time of such cessation of employmesérvice. If the employment or
service with the Company of any officer, consultanbther key employee is terminated because df batder's violation of his or her duties
with the Company, all unexercised
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stock options or stock appreciation rights heldsbgh officer, consultant or other key employee teitminate immediately upon the
termination of such holder's employment or serwviith the Company.

The Compensation Committee has the right in angiBpease upon the grant of the stock option oclstappreciation right to provide any
other rule or method for termination of the stogition or stock appreciation right upon terminatadremployment or service as the
Compensation Committee deems proper and appropmaler the circumstances.

The stock options granted in June 1997 to offiemd non-employee directors contain different teation provisions than as set forth above.
The options granted to officers of the Companyinel1997 terminate upon the earliest of:

a. voluntary termination of employment;

b. termination for cause;

c. six months after termination of employment dudisability;

d. one year after death;

e. two years after retirement;

f. 30 days after termination of employment for aegison other than cause or disability; or
g. ten years after date of grant.

These termination provisions were modified for Mes&ett, Stengel and Livon. As part of their Retirent Agreements, all of their options
terminate on December 31, 2001.

The options granted to non-employee directors ®CGbmpany in June 1997 terminate upon the eadfest
a. 30 days after voluntary termination of membegrsin the Company's Board of Directors;

b. termination for cause;

c. six months after termination of employment dudisability;

d. one year after death;

e. ten years after retirement; or

f. ten years after date of grant.

Amendment by the Board of Directors or the Composaommittee. Subject to the provisions of thiéofwing paragraph, the Board of
Directors or the Compensation Committee may atteng withdraw or from time to time amend the 1984nPand the terms and condition
any stock options or stock appreciation rightsthetetofore granted, and the Board of DirectordherCompensation Committee, with the
consent of the affected holder of a stock optiostock appreciation right, may at any time withdi@wrom time to time amend the 1984 F
and the terms and conditions of any stock appiieaiaights which have been theretofore granted.

Amendments Requiring Stockholder Approval. Notwttingling the provisions of the preceding paragrapli,amendment to the 1984 Plan
which changes the option price as set forth inl@4 Plan, or changes the method of computatidheoAmount payable upon exercise of a
stock appreciation right pursuant to the 1984 Rlarchanges the directors, officers or other keplegees or consultants eligible to receive
stock options or stock appreciation rights undertf84 Plan will not be effective unless approvedhe holders of a majority of the comm
stock of the Company present, or represented byypend entitled to vote thereon at a meeting délbe such purposes within twelve mon
after the adoption of such amendment by the BoaRirectors or the Compensation Committee.

Plan Benefits. Set forth in the table below arertbmber of stock options that were granted unded 884 Plan during the Company's last
completed fiscal year, and the number of stockomgtithat have been granted under the 1984 Plaatéotd (i) each of the named executive
officers, (ii) all current executive officers ag@up, (iii) all current non-employee directorsaagroup, and (iv) all current non-executive
officer
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employees as a group. The amounts shown (a) inclptiens granted by the Compensation Committeeanckl and June of 1997, and (b) do
not include options granted to executive officelowave terminated employment.

NUMBE R OF STOCK
OPTIO NS GRANTED NUMBER OF STOCK
DUR ING LAST  OPTIONS GRANTED
NAME AND POSITION FIS CAL YEAR TO DATE

Leonard Genovese, President and Chief

Executive Officer.........cccvvveee.... 1 76,000 302,978
Allan Patrick, Executive Vice President.... 1 01,750 195,147
John Harlow, Senior Vice President......... 84,150 84,150
Herbert Kett, Vice Chairman................ 60,720 139,052
Jerome Stengel, Vice President and

Treasurer.....ccccooeveecvveveneenennnn 49,500 113,080
All Current Executive Officers as a

GrOUP..ceeeeeiiiiiee e 7 68,570 1,443,335
All Current Non-Employee Directors as a

[T (o0 o IO 2 07,900 331,349
All Current Non-Executive Officer Employees

AaS 8 GroUP....ccveveeeeeiaiiiiiiiies 1 06,480 417,379

No incentive stock options or stock appreciatights have been granted under the 1984 Plan to $tatek options to purchase 168,t
shares of Class A common stock granted under tBé P8an were exercised during the Company's lasptated fiscal year. The number of
stock options or stock appreciation rights that bé granted under the 1984 Plan to the above-namaiédduals and groups in the future is
not determinable at this time.

Market Value of Securities Underlying Stock Optiofke last sale price of Class A Common Stock psrted on the American Stock
Exchange on April 21, 1998 was $22.75 per share.

Federal Income Tax Consequences. The followingoised summary of certain of the federal incomedarsequences of certain transactions
under the 1984 Plan based on federal income tax ilawffect on January 1, 1998. This summary igmtended to be exhaustive and does
describe state or local tax consequences.

(a) Tax Consequences to Participants.

Non-qualified Stock Options. In general: (i) no incomi# be recognized by a holder of a non-qualifsgdck option at the time such stock
option is granted; (ii) at the time of exerciseaafon-qualified stock option, ordinary income vadl recognized by the holder thereof in an
amount equal to the difference between the opti@e paid for the shares of Class A Stock and te Market Value of such shares if they
are not restricted on the date of exercise; aijdaithe time of sale of shares of Class A Stamgured pursuant to the exercise of a non-
qualified stock option, any appreciation (or defatian) in the value of the shares after the détxercise will be treated as either short-term
or long-term capital gain (or loss) to the holdereof,

depending on how long such shares have been held.

Stock Appreciation Rights. No income will be reczgal by the holder of a stock appreciation right@mnection with the grant of such stock
appreciation right. When a stock appreciation riglexercised, the holder thereof normally willreguired to include as taxable ordinary
income in the year of exercise an amount equdlé¢@mount of any cash, and the Fair Market Valuengfnonrestricted shares of Class A
Stock, received pursuant to such exercise.

Special Rules Applicable to Officers and Directdnslimited circumstances where the sale of Clasitdck that is received as the result of a
grant of an award could subject an officer or dive¢o suit under Section 16(b) of the Exchange At tax consequences to such officer or
director may differ from the tax consequences desdrabove. In these circumstances, unless a $pésition has been made, the principal
difference usually will be to postpone valuatiom daaxation of the Class A Stock received so lonthassale of the stock received could
subject such officer or director to suit under &t 6(b) of the Exchange Act, but not longer tsanmonths.

(b) Tax Consequences to the Company. To the ettiaht director, officer or other key employee grtees ordinary income in the
circumstances described above, the Company walntidled to a corresponding deduction provided,taatong other things, (i) the income
meets the test of reasonableness, is an ordindmecessary business expense and is not an '@arasfiute payment' within the meaning of
Section 280G of the Code, and

(i) any applicable withholding obligations areiséiéed.
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OTHER MATTERSRELATING TO THE ANNUAL MEETING

As of the date of this Proxy Statement, the BoaroMks of no business other than that described atoolve presented for action at the 1998
Annual Meeting, but it is intended that all proxiedl be exercised in accordance with the best judgt of their holders upon any other
matters and/or proposals that may properly comerbehe meeting of the assembled shareholders,amysadjournment thereof, in
accordance with the direction of the persons natinexkin.

SHAREHOLDER PROPOSALSFOR 1999 ANNUAL MEETING

Any proposal which a holder of Common Stock intetwdpresent at the 1999 Annual Meeting of Sharadisldhust be received by the
Secretary of the Company, at 80 Marcus Drive, MielvNew York 11747, no later than the close ofibess on February 15, 1999. Refere
is made to Rule 148-under the Exchange Act for information concerrtimgcontent and form of such proposal and the eraimnwhich sucl
proposal must be made.

ADDITIONAL INFORMATION

The Company's Annual Report, including certainritial statements, is being mailed concurrently it Notice and Proxy Statement to all
persons who were shareholders of record at the cbbusiness on April 22, 1998, which is the rdadaite for voting purposes. The Annual
Report does not constitute a part of the proxycgolg material.

Upon the written request of any shareholder, thea@any will provide, without charge, a copy of then@pany's Annual Report on Form KO-
for the fiscal year ended January 30, 1998. Writegruests for such report should be directed t@twetary of the Company, 80 Marcus
Drive, Melville, New York 11747.

By Order of the Board of Directors,

DONALD W. GROSS
Secretary

May 7, 1998

24



EXHIBIT A
GENOVESE DRUG STORES, INC.
1984 EMPLOYEE STOCK OPTION AND STOCK APPRECIATION RIGHTSPLAN
AMENDMENT NO. 7

Pursuant to sections 21 and 22 of the Genovese Btargs, Inc. 1984 Employee Stock Option and Skqmbreciation Rights Plan (the '1984
Plan"), the 1984 Plan is hereby amended as follows:

1. The first sentence of Section 5 of the 1984 Bamended by replacing the term '1,450,000' %i®50,000.'

2. The foregoing amendment shall be effective ddanfich 10, 1998, subject to the approval of suckradment by the shareholders of
Genovese Drug Stores, Inc.
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THISPROXY ISSOLICITED ON BEHALF OF THE BOARD OF DIRECTORS
ANNUAL MEETING OF SHAREHOLDERS OF GENOVESE DRUG STORES;, INC.

The undersigned shareholder of Genovese Drug Stoegloes hereby nominate and appoint Leonarcd@ese and Donald W. Gross, or
either of them, as true and lawful attorneys amkigs of the undersigned with power of substitutionvote as designated below all shares of
Common Stock of said Company which the undersignedtitied to vote at the Annual Meeting of Shaldkrs of said Company at 80
Marcus Drive, Melville, New York 11747 on June 1998 at 11:00 A.M., local time, or at any adjourtn@nadjournments thereof to the
same extent with all powers the undersigned woaksess if personally present and voting at saidingeer adjournments therec



/X/ Please mark your
votes as in this
example.

Nomineesfor Class |11 Directorsto serve until the 2001 Annual Meeting
1. ELECTION OF DIRECTORS
FOR WITHHELD Nominees: Abraham Allen, Thomas M. @ey, / / / / Leonard Genovese

To withhold authority for any individual nominee(sheack the box to vote "FOR" and strike a limedigh the nominee's name in the list at
right.

2. Amend the 1984 Employee Stock Option and Stgofiréciation Rights Plan (the "1984 Plan") to inse2hy 500,000 the number of shares
of Class A Common Stock eligible for awards undher 1984 Plan.

FOR AGAINST ABSTAIN
Iy

This proxy will be voted as directed in the spamvjgled or, if no direction is given, it will be ted FOR the election of directors and FOR
the proposed amendment.

PLEASE MARK, SIGN, DATE AND RETURN IMMEDIATELY.

SIGNATURE D ATE

D ATE

SIGNATURE IF HELD JOINTLY

NOTE: Please sign exactly as your name appearsmevéhen shares are held by joint tenants, bothldlgign. When signing as attornt
executor, administrator, trustee or guardian gilktitle. If a corporation, sign in full corporateame by President or other authorized officer.
If a partnership, sign in partnership name by autled person.

End of Filing
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