
EMBARCADERO TECHNOLOGIES INC
Form DEF 14A
April 26, 2002

SCHEDULE 14A INFORMATION

Proxy Statement Pursuant to Section 14(a) of
the Securities Exchange Act of 1934

Filed by the Registrant    x

Filed by a Party other than the Registrant    ¨

Check the appropriate box:

¨     Preliminary Proxy Statement
¨     Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
x Definitive Proxy Statement

¨ Definitive Additional
Materials

¨ Soliciting Material Pursuant to Section 240.14a-11(c) or Section 240.14a-12

EMBARCADERO TECHNOLOGIES, INC.
(Name of Registrant as Specified In Its Certificate)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)

Payment of Filing Fee (Check the appropriate box):

x No fee required.

¨ Fee computed on table below per Exchange Act Rules 14a-6(i)(4) and 0-11.

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

(2) Aggregate number of securities to which transaction
applies:

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (Set forth the amount on which
the filing fee is calculated and state how it was determined):

(4) Proposed maximum aggregate value of
transaction:

(5) Total fee
paid:

¨ Fee paid previously with preliminary
materials.

¨ Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting fee
was paid previously. Identify the previous filing by registration statement number, or the Form or Schedule and the date of its filing.

(1) Amount Previously
Paid:

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

(3)

Edgar Filing: EMBARCADERO TECHNOLOGIES INC - Form DEF 14A

1



Filing
Party:

(4) Date
Filed:

Edgar Filing: EMBARCADERO TECHNOLOGIES INC - Form DEF 14A

2



April 26, 2002

To Our Stockholders:

I am pleased to invite you to attend the annual meeting of stockholders of Embarcadero Technologies, Inc. to be held at the San Francisco
Downtown Courtyard, 299 Second Street, San Francisco, California 94105, on Wednesday, June 5, 2002, at 10:00 a.m. local time.

The matters expected to be acted upon at the meeting are described in detail in the following Notice of Annual Meeting of Stockholders and
Proxy Statement.

The Board of Directors appreciates and encourages stockholder participation in the Company�s affairs and invites you to attend the meeting in
person. It is important, however, that your shares be represented at the annual meeting in any event and for that reason we ask that whether or
not you expect to attend the meeting, you take a moment to complete, date, sign and return the accompanying proxy in the enclosed postage-paid
envelope. Returning the proxy does not deprive you of your right to attend the meeting and to vote your shares in person.

We thank you for your support and look forward to seeing you at the meeting.

Sincerely,

Stephen R. Wong
Chairman, President and Chief Executive Officer

Edgar Filing: EMBARCADERO TECHNOLOGIES INC - Form DEF 14A

3



EMBARCADERO TECHNOLOGIES, INC.
425 Market Street

Suite 425
San Francisco, California 94105

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JUNE 5, 2002

To Our Stockholders:

NOTICE IS HEREBY GIVEN that the annual meeting of the stockholders of Embarcadero Technologies, Inc., a Delaware corporation (the
�Company�), will be held at the San Francisco Downtown Courtyard, 299 Second Street, San Francisco, California 94105, on Wednesday, June 5,
2002, at 10:00 a.m. local time, for the following purposes:

1. To elect two Class II Directors of the Company to serve on the Board of Directors for a three-year term. The Company�s Board of
Directors intends to present the following nominees for election as directors:

Dennis J. Wong
Michael J. Roberts

2. To ratify the appointment of PricewaterhouseCoopers LLP as independent public accountants of the Company for the fiscal year
ending December 31, 2002.

3. To transact such other business as may properly come before the meeting or any adjournment or postponement
thereof.

The foregoing items of business are more fully described in the Proxy Statement accompanying this Notice.

The Board of Directors has fixed the close of business on April 18, 2002, as the record date for the determination of stockholders entitled to
notice of, and to vote at, the meeting or any adjournment thereof.

By Order of the Board of Directors

/s/    Stephen C. Ferruolo

Stephen C. Ferruolo
Secretary

San Francisco, California
April 26, 2002

ALL STOCKHOLDERS ARE CORDIALLY INVITED TO ATTEND THE MEETING IN PERSON. WHETHER OR NOT YOU
PLAN TO ATTEND THE MEETING, PLEASE COMPLETE, DATE, SIGN AND RETURN THE ENCLOSED PROXY AS
PROMPTLY AS POSSIBLE IN ORDER TO ENSURE YOUR REPRESENTATION AT THE MEETING. A RETURN ENVELOPE
(WHICH IS POSTAGE PREPAID IF MAILED IN THE UNITED STATES) IS ENCLOSED FOR THAT PURPOSE. EVEN IF YOU
HAVE GIVEN YOUR PROXY, YOU MAY STILL VOTE IN PERSON IF YOU ATTEND THE MEETING. PLEASE NOTE,
HOWEVER, THAT IF YOUR SHARES ARE HELD OF RECORD BY A BROKER, BANK OR OTHER NOMINEE AND YOU
WISH TO VOTE AT THE MEETING, YOU MUST OBTAIN FROM THE RECORD HOLDER A PROXY ISSUED IN YOUR
NAME.
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EMBARCADERO TECHNOLOGIES, INC.
425 Market Street

Suite 425
San Francisco, CA 94105

PROXY STATEMENT FOR ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JUNE 5, 2002

INFORMATION CONCERNING SOLICITATION AND VOTING

General

The enclosed proxy is solicited on behalf of the Board of Directors of Embarcadero Technologies, Inc., a Delaware corporation (the �Company� or
�Embarcadero Technologies�), for use at the annual meeting of stockholders of the Company to be held on June 5, 2002 at 10:00 a.m. local time,
or at any adjournment or postponement of the meeting, for the purposes set forth in this Proxy Statement and in the accompanying Notice of
Annual Meeting. The annual meeting will be held at the San Francisco Downtown Courtyard, 299 Second Street, San Francisco, California
94105. The Company�s telephone number is (415) 834-3131.

These proxy solicitation materials, together with the Company�s 2001 Annual Report, are being mailed on or about May 2, 2002 to all
stockholders of record on April 18, 2002.

Record Date

Stockholders of record at the close of business on April 18, 2002 (the �Record Date�) are entitled to notice of, and to vote at, the meeting. At the
Record Date, approximately 27,224,397 shares of the Company�s common stock were issued and outstanding.

Revocability of Proxies

Any proxy given pursuant to this solicitation may be revoked by the person giving it at any time before its use by delivering to the Company a
written notice of revocation or a duly executed proxy bearing a date later than the date of the proxy being revoked, or by attending the meeting
and voting in person. Attending the meeting will not, by itself, revoke the proxy.

Voting and Solicitation

Holders of the Company�s common stock are entitled to one vote for each share held as of the record date. In order to constitute a quorum for
conduct of business at the annual meeting, a majority of outstanding shares of Common Stock outstanding on the Record Date must be present in
person or represented by proxy at the annual meeting.

Solicitation of proxies may be made by directors, officers and other employees of the Company by personal interview, telephone, facsimile or
other method. No additional compensation will be paid for such services. Costs of solicitation, including preparation, assembly, printing and
mailing of this proxy statement, the proxy and any other information furnished to the stockholders, will be borne by the Company. The
Company may reimburse the reasonable charges and expenses of brokerage houses or other nominees or fiduciaries for forwarding proxy
materials to, and obtaining authority to execute proxies from, beneficial owners for whose account they hold shares of common stock.

Quorum, Abstentions, and Broker Non-Votes

The required quorum for the transaction of business at the annual meeting is a majority of the shares of common stock outstanding on the Record
Date. Abstentions are included in the determination of shares present for quorum purposes. Because abstentions represent shares entitled to vote,
the effect of an abstention will be the
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same as a vote against a proposal. If shares are held in �street name� through a broker or other nominee, the broker or nominee may not be
permitted to exercise voting discretion with respect to certain matters to be acted upon. If the broker or nominee is not given specific
instructions, shares held in the name of such broker or nominee may not be voted on those matters and will not be considered as present and
entitled to vote with respect to those matters. Shares represented by such �broker non-votes� will, however, be counted in determining whether
there is a quorum.

STOCKHOLDER PROPOSALS

The deadline for submitting a stockholder proposal for inclusion in the Company�s proxy statement and form of proxy for the Company�s 2003
annual meeting of stockholders pursuant to Rule 14a-8 of the Securities and Exchange Commission is December 27, 2002. Stockholders wishing
to submit proposals or director nominations that are not to be included in such proxy statement and proxy must do so on or before December 27,
2002 in accordance with our bylaws. Stockholders are also advised to review the Company�s Amended and Restated Bylaws, which contain
additional requirements with respect to advance notice of stockholder proposals and director nominations.

PROPOSAL NO. 1
ELECTION OF DIRECTORS

Pursuant to the Company�s Amended and Restated Bylaws, the Company�s Board of Directors (the �Board�) is divided into three classes�Class I, II
and III Directors. Each director is elected for a three-year term of office, with one class of directors being elected at each annual meeting of
stockholders. Each director holds office until his successor is elected and qualified or until his earlier death, resignation or removal. The
nominees for Class II Directors, Dennis J. Wong and Michael J. Roberts, are currently serving as directors of the Company.

The size of the Board is presently set at five members. Directors are elected by a plurality of the votes present in person or represented by proxy
and entitled to vote. If signed and returned, shares represented by the accompanying proxy will be voted for the election of the two nominees
recommended by the Board unless the proxy is marked in such a manner as to withhold authority so to vote. If any nominee for any reason is
unable to serve or for good cause will not serve, the proxies may be voted for such substitute nominee as the proxy holder may determine. Each
person nominated for election has agreed to serve if elected and the Company has no reason to believe that any nominee will be unable to serve.

Directors/Nominees

The information below sets forth the current members of the Board, including the two nominees for Class II Directors:

Name of Director Age Class Position With The Company
Director
Since

Stephen R. Wong 42 III Chairman, President and Chief Executive Officer 1993
Timothy C.K. Chou(1) 47 I Director 2000
Frank J. Polestra(1)(2) 76 I Director 1999
Michael J. Roberts(1) 44 II Director 2000
Dennis J. Wong(2) 44 II Director 1993

(1) Current member of the Audit Committee.
(2) Current member of the Compensation

Committee.

2
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Stephen R. Wong is one of our co-founders and has served as the Chairman of our Board of Directions since July 1993. From July 1993 until
October 1999, Mr. Wong served as our Chief Executive Officer and, since June 2000, Mr. Wong has served as our President and Chief
Executive Officer. From May 1985 to May 1990, Mr. Wong served as an associate, and subsequently as a partner, of Montgomery Medical
Ventures, a venture capital firm, where he specialized in technology transfer and early stage investments. Mr. Wong holds an A.B. degree from
Harvard College and an M.B.A. degree from the Harvard Business School. Stephen R. Wong and Dennis J. Wong, a member of our Board of
Directors, are brothers.

Timothy C.K. Chou has served as a member of our Board of Directors since July 2000. He has served as President and Chief Executive Officer
of Oracle Business Online, a division of Oracle Corporation and a leading application service provider, since November 1999. In addition, Mr.
Chou serves on the technical advisory board of Webex, Inc., an online conferencing company, and is a lecturer at Stanford University. From
October 1996 through October 1999, Mr. Chou served as Chief Operating Officer of Reasoning, Inc., an information technology services firm.
From September 1994 through September 1996, Mr. Chou served as Vice President, Server Products, of Oracle Corporation. Mr. Chou holds
M.S. and Ph.D. degrees in Electrical Engineering from the University of Illinois Urbana-Champaign.

Frank J. Polestra has served as a member of our Board of Directors since November 1999. He has been the Managing Director of Ascent
Venture Partners, a venture capital firm, since March 1999. From 1980 to February 1999, Mr. Polestra served as President of Pioneer Capital
Corp., a venture capital firm. Mr. Polestra holds M.S. and Ph.D. degrees in Physical Chemistry from Yale University and a Ph.D. degree in
Chemistry from the University of Naples, Italy.

Michael J. Roberts has served as a member of our Board of Directors since March 2000. He has been Senior Lecturer and Executive Director of
Entrepreneurial Studies at the Harvard Business School since June 1997. From 1995 through May 1997, Mr. Roberts served as an independent
consultant to new ventures primarily in the health care services, wireless communications, automobile services and restaurant industries. Mr.
Roberts holds an A.B. degree from Harvard College and M.B.A. and Ph.D. degrees from the Harvard Business School.

Dennis J. Wong has served as a member of our Board of Directors since July 1993. He is currently the Managing Director of SPI Holdings, a
real estate investment company that he formed in September 1995. He is also the President of Prism Capital Corp., an investment company that
he formed in 1989. Mr. Wong holds an A.B. degree from Harvard College and an M.B.A. degree from the Harvard Business School. Mr. Wong
is a Director of the San Francisco Museum of Modern Art. Dennis J. Wong and Stephen R. Wong, our Chairman, President and Chief Executive
Officer, are brothers.

Required Vote

The two nominees receiving the highest number of affirmative votes of the shares present or represented and entitled to be voted for them will be
elected as directors.

THE BOARD RECOMMENDS A VOTE �FOR� THE ELECTION OF
EACH OF THE NOMINATED DIRECTORS

BOARD OF DIRECTORS� MEETINGS AND COMMITTEES

The Board held seven meetings, including telephone conference meetings, during 2001. No director attended fewer than 75% of the aggregate of
the total number of meetings of the Board and the total number of meetings held by all committees of the Board on which he or she served,
except Timothy C.K. Chou, who attended approximately 73% of such meetings.

Standing committees of the Board include an Audit Committee and a Compensation Committee. The Company has no nominating committee.

3
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Timothy C.K. Chou, Frank J. Polestra and Michael J. Roberts are the current members of the Company�s Audit Committee. The Audit
Committee met four times in 2001. The Audit Committee makes recommendations to the Board regarding the selection of independent
accountants, reviews the scope of audit and other services by our independent accountants, reviews the accounting principles and auditing
practices and procedures to be used for our financial statements and reviews the results of those audits.

Frank J. Polestra and Dennis J. Wong are the current members of the Company�s Compensation Committee. The Compensation Committee met
three times during 2001. The Compensation Committee makes recommendations to the Board regarding our stock and compensation plans,
approves compensation of certain officers and grants stock options.

DIRECTOR COMPENSATION

Other than Stephen R. Wong, who was compensated at an annual rate of $60,000 for his services as our Chairman, President and Chief
Executive Officer, directors do not receive any cash fees for their service on the board or any board committee, but they are entitled to
reimbursement for all reasonable out-of-pocket expenses incurred in connection with their attendance at board and board committee meetings.
From time to time, directors who are not employees of the Company have received grants of options to purchase shares of our common stock. In
October 2001, Timothy C.K. Chou, Frank J. Polestra, Michael J. Roberts and Dennis J. Wong each received an option to purchase 7,500 shares
of our common stock pursuant to the 1993 Stock Option Plan. Pursuant to the 2000 Nonemployee Directors Option Plan (the �2000 Plan�),
nonemployee directors receive non-discretionary, automatic option grants to purchase 25,000 shares of our common stock upon joining the
Board of Directors and also receive non-discretionary, automatic option grants to purchase 5,000 shares of our common stock each year at the
board meeting following the annual meeting of stockholders. In July 2001, Timothy C.K. Chou, Frank J. Polestra, Michael J. Roberts and
Dennis J. Wong each received a non-discretionary, automatic option grant to purchase 5,000 shares of our common stock pursuant to the 2000
Plan.

COMPENSATION COMMITTEE INTERLOCK AND INSIDER PARTICIPATION INTERLOCKS

Dennis J. Wong, a member of the compensation committee, is the brother of Stephen R. Wong, our Chairman, President and Chief Executive
Officer.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth the beneficial ownership of our common stock as of March 31, 2002, for:

� each person who is known by us to beneficially own more than 5% of our common
stock;

� each of our
directors;

� each of the Named Executive Officers (as defined below);
and

� all of our current executive officers and directors as a
group.

Percentage of shares owned is based on 27,224,397 shares of common stock outstanding as of March 31, 2002.

Beneficial ownership is calculated based on requirements of the Securities and Exchange Commission (SEC). All shares of the common stock
subject to options currently exercisable or exercisable within 60 days after March 31, 2002, are deemed to be outstanding for the purpose of
computing the percentage of ownership of the person holding such options, but are not deemed to be outstanding for computing the percentage
of ownership of any other person.

Unless otherwise indicated below, each stockholder named in the table has sole or shared voting and investment power with respect to all shares
beneficially owned, subject to applicable community property laws.

4
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Unless otherwise indicated below, the address of each stockholder named in the table is Embarcadero Technologies, Inc., 425 Market Street,
Suite 425, San Francisco, California 94105.

Name of Beneficial Owner
Number of Shares
Beneficially Owned

Options
Included in
Beneficial
Ownership

Percentage of
Shares Owned

Stephen R. Wong 5,260,000 800,000 18.8%
Dennis J. Wong 3,735,501(1) 2,500 13.7
Raj P. Sabhlok 146,250 146,250 *
Walter F. Scott III 121,250 121,250 *
Frank J. Polestra 29,166 19,166 *
Michael J. Roberts 17,083 17,083 *
Timothy C. K. Chou 19,166 19,166 *
Stuart Browning (2) 3,543,319 �  13.0
Nigel C. Myers 4,132,955 �  15.2
All directors and executive officers as a group (7 persons) 9,328,416 1,125,415 34.3%

* Less than 1% of our outstanding common stock.

(1) Includes 95,000 shares held of record by the Ethan Wong 1999 Investment Trust and 95,000 shares held of record by the Audrey Wong
1999 Investment Trust. Dennis J. Wong is a Trustee for each trust.

(2) Mr. Browning�s address is c/o Blaine Greenberg, Esq., 13540 Ventura Blvd., Sherman Oaks, CA 91423.

5
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EXECUTIVE COMPENSATION

The following table sets forth information regarding the compensation for the years ended December 31, 2001, 2000 and 1999 paid by us to each
person who served as Chief Executive Officer and to our other executive officers who received salary and bonus compensation in 2001 of more
than $100,000. These persons are collectively referred to as the �Named Executive Officers.� The compensation table excludes other
compensation in the form of perquisites and other personal benefits that constitutes the lesser of $50,000 or 10% of the total salary and bonus
earned by each of the Named Executive Officers in 2001.

Summary Compensation Table

Long Term
Compensation

Awards

Name and Principal Position

Annual Compensation Securities
Underlying
Options

All Other
CompensationYear Salary Bonus

Stephen R. Wong(1) 2001 $ 60,000 �  �  �  
Chairman, President and 2000 $ 60,000 �  �  �  
Chief Executive Officer 1999 $ 60,000 $ 90,000 �  �  

Raj P. Sabhlok 2001 $ 150,000(2) �  65,000 �  
Chief Financial Officer and 2000 $ 187,948(3) $ 25,000 600,000 $ 352,825(4)
Senior Vice President of 1999 � �  � �
Corporate Development

Walter F. Scott III 2001 $ 150,000(2) �  65,000 �  
Vice President of Sales 2000 $ 199,231(5) $ 75,000 600,000 $ 157,737(6)

1999 �  �  �  �  

(1) Mr. Wong served as our Chief Executive Officer from July 1993 through October 1999, and became our President and Chief Executive
Officer in June 2000.

(2) For 2001, Mr. Sabhlok and Mr. Scott both voluntarily took salary reductions.

(3) Mr. Sabhlok became our Chief Financial Officer and Senior Vice President of Corporate Development in January 2000. Compensation is
for partial year.

(4) Includes $306,711 as reimbursement for inability to realize gains on stock options from former employer pursuant to January 2000 letter
agreement and $46,114 as reimbursement for relocation expenses.

(5) Mr. Scott became our Vice President of Sales in January 2000. Compensation is for partial year.

(6) Includes $76,872 as reimbursement for inability to realize gains on stock options from former employer pursuant to a December 1999 letter
agreement and $80,865 as reimbursement for relocation expenses.

Stock Options Granted in the Fiscal Year Ended December 31, 2001

The following table sets forth information with respect to stock options granted during the year ended December 31, 2001 to each of the Named
Executive Officers. All options were granted under the Company�s 1993 Stock Option Plan. Unless stated otherwise, options granted under that
plan normally vest over a four-year period in sixteen equal quarterly installments. Our board of directors retains discretion to modify the terms,
including the price, of outstanding options.

The percentage of options granted is based on an aggregate of 1,118,600 options we granted during the fiscal year ended December 31, 2001,
including the Named Executive Officers. All options listed were granted at an exercise price at least equal to the fair market value of our
common stock, based on the closing price of our common stock on the day before the grant date as determined by our board of directors.

The potential realizable value amounts in the last two columns of the following chart represent hypothetical gains that could be achieved for the
respective options if exercised and sold at then end of the option term. The assumed 5% and 10% annual rates of stock price appreciation from
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the date of grant to the end of the option term
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are provided in accordance with rules of the SEC and do not represent our estimate or projection of the future common stock price. Actual gains,
if any, on stock option exercises are dependent on the future performance of the common stock, overall market conditions and the option holder�s
continued employment through the vesting period. This table does not take into account any actual appreciation in the price of the common stock
from the date of grant to the present.

Individual Grants

Number of
Securities
Underlying
Options
Granted

Percentage
of Total
Options

Granted to
Employees
in Fiscal
Year

Exercise
Price
Per
Share Expiration Date

Potential Realizable
Value at

Assumed Annual Rates
of Stock

Price Appreciation for
Option Term

Name 5% 10%

Stephen R. Wong �  �  �  �  �  �  

Raj P. Sabhlok 25,000 2.2% $ 10.63 April 5, 2011 $ 146,447 $ 360,705
40,000 3.6 7.00 Oct. 2, 2011 154,372 380,225

Walter F. Scott III 25,000 2.2 10.63 April 5, 2011 146,447 360,705
40,000 3.6 7.00 Oct. 2, 2011 154,372 380,225

Aggregated Option Exercises in Fiscal Year 2001 and Fiscal Year End Option Values

The following table sets forth information regarding exercised stock options during the year ended December 31, 2001, and unexercised options
held as of December 31, 2001, by each of the Named Executive Officers. All options were granted under our Stock Option Plan.

Number of Securities Underlying
Unexercised Options at Fiscal

Year-End

Value of Unexercised
In-the-Money Options
at Fiscal Year-End(2)

Name

Shares
Acquired
on Exercise

Value
Realized(1) Exercisable Unexercisable Exercisable Unexercisable

Stephen R. Wong �  �  650,000 450,000 $ 15,567,500 $ 10,777,500

Raj P. Sabhlok 25,000 $ 693,750 163,125 399,375 3,559,797 8,449,328

Walter F. Scott III 25,000 693,750 163,125 399,375 3,559,797 8,449,328

(1) Upon exercise of an option, an option holder did not necessarily receive the amount reported under the column �Value Realized.� The
amounts reported above under the column �Value Realized� merely reflect the amount by which the fair market value of our common stock
on the date the option was exercised exceeded the exercise price of the option. The option holder does not realize any cash until the shares
issued upon exercise of the options are sold.

(2) These values have been calculated on the basis of the fair market value of our common stock on December 31, 2001, $24.20, less the
applicable exercise price per share, multiplied by the number of shares underlying such options.

COMPENSATION AND OTHER TRANSACTIONS WITH OFFICERS AND DIRECTORS

For information concerning compensation and severance agreements and other transactions between the Company and certain executive officers
and directors, see �Director Compensation,� �Compensation Committee Interlocks and Insider Participation Interlocks,� �Executive Compensation,�
and �Certain Transactions.�
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AUDIT COMMITTEE REPORT

Under the guidance of a written charter adopted by the Board of Directors, the Audit Committee is responsible for making recommendations to
the Board regarding the selection of independent accountants, reviewing the scope of audit and other services by our independent accountants,
reviewing the accounting principles and auditing practices and procedures to be used for our financial statements and reviewing the results of
those audits.

Each of the members of the Audit Committee is �independent� as defined by the listing standards of the National Association of Securities
Dealers.

Management has the primary responsibility for the system of internal controls and the financial reporting process. The independent accountants
have the responsibility to express an opinion on the financial statements based on an audit conducted in accordance with auditing standards
generally accepted in the United States of America. The Audit Committee has the responsibility to monitor and oversee these processes.

In fulfilling its responsibilities, the Audit Committee recommended to the Board the selection of the Company�s independent accountants,
PricewaterhouseCoopers LLP.

The Audit Committee discussed with PricewaterhouseCoopers LLP, the Company�s independent accountants, the matters required to be
discussed by Statement of Auditing Standards No. 61, Communication with Audit Committees, which includes, among other things, (i) methods
used to account for significant unusual transactions; (ii) the effect of significant accounting policies in controversial or emerging areas for which
there is a lack of authoritative guidance or consensus; (iii) the process used by management in formulating particularly sensitive accounting
estimates and the basis for the accountant�s conclusions regarding the reasonableness of those estimates; and (iv) disagreements with
management over the application of accounting principles, the basis for management�s accounting estimates and the disclosures in the financial
statements.

The Audit Committee reviewed the written disclosures and the letter from PricewaterhouseCoopers LLP required by the Independence
Standards Board Standard No. 1, Independence Discussions with Audit Committees, discussed with the accountants their independence, and
concluded that the nonaudit services performed by PricewaterhouseCoopers LLP are compatible with maintaining their independence.

The Audit Committee reviewed with the Senior Vice President of Finance and Corporate Development and the independent accountants the
overall scope and specific plans for their respective audits.

The Audit Committee met separately with the Chief Financial Officer and Senior Vice President of Corporate Development and the independent
accountants to review the results of their examinations, their evaluation of the Company�s internal controls, and the overall quality of the
Company�s accounting and financial reporting.

The Audit Committee reviewed and discussed with management and the independent accountants the Company�s audited financial statements.

The Audit Committee recommended to the Board that the audited financial statements be included in the Company�s Annual Report on form
10-K for the year ended December 31, 2001, as filed with the Securities and Exchange Commission.

See page 3 of this proxy statement �Board of Directors� Meetings and Committees� for information on the Committee�s meetings in 2001.

AUDIT
COMMITTEE

Timothy
C.K.
Chou

Frank J.
Polestra

Michael J.
Roberts
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RELATIONSHIP WITH INDEPENDENT ACCOUNTANTS

PricewaterhouseCoopers LLP has been the independent accounting firm that audits the financial statements of the Company since December
1999. In accordance with standing policy, PricewaterhouseCoopers periodically changes the personnel who work on the audit.

In addition to performing the audit of the Company�s consolidated financial statements, PricewaterhouseCoopers provided various other services
during 2001. The aggregate fees billed for 2001 for each of the following categories of services are set forth below:

Audit and review of the Company�s 2001 financial statements $ 203,000
Financial information systems design and implementation $ �  
All other services $ 248,000

�All other services� includes (i) registration related services, (ii) tax planning and the preparation of tax returns of the Company and (iii)
acquisition related audits, filings, and due diligence reviews.

The Audit Committee reviews summaries of the services provided by PricewaterhouseCoopers and the related fees and has considered whether
the provision of non-audit services is compatible with maintaining the independence of PricewaterhouseCoopers.

COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

The Company�s executive compensation program has been administered by the Compensation Committee of the Board since May 31, 2000. Prior
to May 31, 2000, compensation decisions and grants of stock options were made by the Board. The current members of the Compensation
Committee are Frank J. Polestra and Dennis J. Wong, each of whom is a non-employee director within the meaning of Section 16 of the
Exchange Act and an �outside director� within the meaning of Section 162(m) of the Internal Revenue Code.

General Compensation Philosophy

The role of the Compensation Committee is to review and administer all compensation arrangements for executive officers, and to be
responsible for administering the Company�s benefit plans. The Company�s compensation policy for officers is to provide market-based
compensation to executives and senior managers, with an emphasis on performance-based cash and equity incentives tied to specific strategic
business achievements.

Executive Compensation

Base Salary.    Salaries for executive officers for 2001 were generally determined on an individual basis by the Board of Directors at the time of
hire and were set to be competitive with comparable software businesses. Amidst the general economic slowdown, Mr. Sabhlok, our Chief
Financial Officer and Senior Vice President of Corporate Development, and Mr. Scott, our Vice President of Sales, both voluntarily took a
decrease in salary and bonus in 2001. For 2002, the Compensation Committee will review the base salaries of the executive officers by
evaluating each executive�s scope of responsibility and performance, as well as the salaries for similar positions at comparable companies.

Cash Bonus.    Executive officers are eligible to receive annual cash performance bonuses that are set forth in individual employment
agreements and vary based on the specific individual and position. Bonuses are awarded based on individual achievement of goals and based on
the Company achieving specific milestones.

Stock Options.    Executive officers are eligible to receive annual performance-based equity compensation in the form of stock options. The
Compensation Committee believes that equity-based compensation in the form of stock options links the interests of executives with the
long-term interests of the Company�s stockholders and
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encourages executives to remain employed by the Company. Since 1993, the Company has issued stock options to executives pursuant to the
1993 Stock Option Plan. Grants are awarded based on a number of factors, including the Company�s achievement of specific milestones, the
individual�s level of responsibility, the amount and term of options already held by the individual, the individual�s contributions to the
achievement of Embarcadero Technologies� financial and strategic objectives, and industry practices and norms.

Chief Executive Officer Compensation

Stephen R. Wong�s base salary for 2001 was $60,000. Mr. Wong�s compensation was considerably less than may have been paid to an executive
with similar responsibilities in our industry. Due to his substantial ownership interest in the Company, Mr. Wong requested not to receive
additional compensation in 2001.

Compliance with Internal Revenue Code Section 162(m)

Section 162(m) of the Code limits the tax deduction to $1.0 million for compensation paid to certain executives of public companies. However,
performance-based compensation that has been approved by stockholders is excluded from the $1.0 million limit if, among other requirements,
the compensation is payable only upon attainment of pre-established, objective performance goals and the Board committee that establishes such
goals consists only of �outside directors.� Additionally, stock options will qualify for the performance-based exception where, among other
requirements, the exercise price of the option is not less than the fair market value of the stock on the date of grant, and the plan includes a
per-executive limitation on the number of shares for which options may be granted during a specified period. All members of the Compensation
Committee qualify as outside directors. The 1993 Stock Option Plan has been approved by the Company�s stockholders in order that grants made
thereunder will meet the Section 162(m) requirements for �performance based� compensation and will be exempt from the limitations on
deductibility. Historically, the combined salary and bonus of each executive officer has been below the $1.0 million limit. The Compensation
Committee�s present intention is to grant future compensation that does not exceed the limitations of Section 162(m), although the Compensation
Committee reserves the right to award compensation that does not comply with these limits on a case-by-case basis.

COMPENSATION
COMMITTEE

Frank J.
Polestra

Dennis J.
Wong
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COMPANY STOCK PRICE PERFORMANCE

The following graph shows the total stockholder return of an investment of $100.00 in cash on April 20, 2000, the date the Company�s common
stock began to trade on the Nasdaq National Market, through December 31, 2001, the last date of trading of fiscal 2001 for (i) the Company�s
common stock, (ii) the NASDAQ Stock Market (U.S.) Index, and (iii) the JP Morgan H&Q Computer Software Index. All values assume
reinvestment of the full amount of all dividends.

Cumulative Total Return

4/20/00 12/31/00 12/31/01

EMBARCADERO TECHNOLOGIES, INC $ 100.00 $ 281.25 $ 151.25
NASDAQ STOCK MARKET (U.S.) $ 100.00 $ 67.61 $ 53.61
JP MORGAN H&Q COMPUTER SOFTWARE $ 100.00 $ 90.01 $ 58.89

This section is not �soliciting material,� is not deemed �filed� with the Securities and Exchange Commission and is not to be incorporated by
reference in any filing of the Company under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended,
whether made before or after the date hereof and irrespective of any general incorporation language in any such filing.
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CERTAIN TRANSACTIONS

Since January 1, 2001, there has not been, nor is there currently proposed, any transaction or series of similar transactions to which the Company
was or is are to be a party in which the amount involved exceeds $60,000 and in which any current director, executive officer or holder of more
that 5% of the Company�s common stock had or will have a direct or indirect interest other than (1) compensation arrangements, which are
described where required under �Management� and (2) the transactions described below.

Employment Agreements and Other Compensation Arrangements

In January 2000, we entered into a letter agreement with Raj P. Sabhlok, our Chief Financial Officer and Senior Vice President of Corporate
Development. Pursuant to the agreement, Mr. Sabhlok�s options will continue to vest for six months following his termination if we terminate his
employment without cause and, in such event, he is also entitled to six months severance pay and benefits. Mr. Sabhlok�s options become fully
vested in the event of a change of control, as defined in the letter agreement.

In January 2000, we entered into a letter agreement with Walter F. Scott III, our Vice President of Sales. Pursuant to the agreement, Mr. Scott�s
options will continue to vest for six months following his termination if we terminate his employment without cause and, in such event, he is
also entitled to six months severance pay and benefits. Mr. Scott�s options become fully vested in the event of a change of control, as defined in
the letter agreement.

Option Grants

We have granted options to our directors and executive officers, and we intend to grant additional options to our directors and executive officers
in the future.

Indemnification Agreements

We have entered into indemnification agreements with our directors and executive officers. Such agreements may require us, among other
things, to indemnify our officers and directors, other than for liabilities arising from willful misconduct of a culpable nature, and to advance their
expenses incurred as a result of any proceeding against them as to which they could be indemnified.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16 of the Exchange Act requires the Company�s directors and officers, and persons who own more than 10% of the Company�s common
stock to file initial reports of ownership and reports of changes in ownership with the Securities and Exchange Commission and the Nasdaq
National Market. Such persons are required by Securities and Exchange Commission regulation to furnish the Company with copies of all
Section 16(a) forms that they file.

Based solely on its review of the copies of such forms furnished to the Company and written representations from the executive officers and
directors, the Company believes that all Section 16(a) filing requirements were met during the Company�s most recent fiscal year.

PROPOSAL NO. 2
Ratification of Appointment of Independent Auditors

The Board of Directors has selected PricewaterhouseCoopers LLP, independent accountants, to audit the financial statements of the Company
for the fiscal year ending December 31, 2002. In the event the stockholders fail to ratify the appointment, the Board will reconsider its selection.
Even if the appointment is ratified, the
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Board, in its discretion, may direct the appointment of a different independent accounting firm at any time during the year if the Board believes
that such a change would be in the Company�s and stockholders� best interests. Representatives of PricewaterhouseCoopers LLP are expected to
be present at the Annual Meeting and will have the opportunity to make a statement, if they desire to do so, and are expected to be available to
respond to appropriate questions.

The Audit Committee considered whether the non-audit cervices rendered by PricewaterhouseCoopers LLP were compatible with maintaining
PricewaterhouseCoopers� independence as auditors of the Company�s financial statements.

Required Vote

The affirmative vote of the holders of a majority of the shares of the Company�s Common Stock voting in person or by proxy on this proposal at
the Annual Meeting is required to ratify the appointment of the independent auditors.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE �FOR� THE RATIFICATION OF THE APPOINTMENT OF
PRICEWATERHOUSECOOPERS LLP AS INDEPENDENT AUDITORS

ADDITIONAL INFORMATION

The Company�s Annual Report for the fiscal year ended December 31, 2001 is being mailed with this Proxy Statement to stockholders of the
Company.

OTHER BUSINESS

The Board does not presently intend to bring any other business before the meeting, and, so far as is known to the Board, no matters are to be
brought before the meeting except as specified in the Notice of the Meeting. As to any business that may properly come before the meeting,
however, it is intended that proxies, in the form enclosed, will be voted in respect thereof in accordance with the judgment of the persons voting
such proxies.

By Order of the Board of Directors

/s/    Stephen C. Ferruolo

Stephen C. Ferruolo
Secretary

San Francisco, CA
April 26, 2002
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PROXY FOR ANNUAL MEETING OF STOCKHOLDERS OF EMBARCADERO TECHNOLOGIES, INC.

June 5, 2002

The undersigned hereby appoints Stephen R. Wong and Raj P. Sabhlok, or either of them, each with full power of substitution, to represent the
undersigned at the Annual Meeting of Stockholders of EMBARCADERO TECHNOLOGIES, INC. (the �Company�) to be held at 10:00 a.m.
local time on Wednesday, June 5, 2002, at the San Francisco Downtown Courtyard, 299 Second Street, San Francisco, California, 94105 and at
any adjournments or postponements thereof, and to vote the number of shares the undersigned would be entitled to vote if personally present at
the meeting on the following matters:

1. FOR all nominees listed
below (except as indicated
to the contrary below)

AGAINST ABSTAIN

Nominees:
Dennis J. Wong ¨ ¨
Michael J. Roberts ¨ ¨

Instruction: To withhold authority to vote for any individual nominee, write that nominee�s name in the space provided below:

2. To ratify the appointment of PricewaterhouseCoopers LLP as independent public accountants of the Company for the fiscal year ending
December 31, 2002.

3. To transact such other business as may properly come before the meeting or any adjournment thereof.
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THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR THE ELECTION OF THE TWO NOMINEES AND FOR
PROPOSAL 2.

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED AS DIRECTED. WHEN NO CHOICE IS INDICATED, THIS PROXY
WILL BE VOTED FOR THE ELECTION OF THE TWO NOMINEES AND FOR ALL OTHER PROPOSALS. In their discretion, the proxy
holders are authorized to vote upon such other business as may properly come before the meeting or any adjournments or postponements thereof
to the extent authorized by Rule 14a-4(c) promulgated under the Securities Exchange Act of 1934, as amended.

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS OF EMBARCADERO TECHNOLOGIES, INC.

Signature(s) of stockholder(s):

Dated                         , 2002

Signature (print title, if applicable)

Signature (print title, if applicable)

Please sign exactly as your name(s) appear(s) on your stock certificate. If shares of stock stand of record in the names of two or more persons or
in the name of husband and wife, whether as joint tenants or otherwise, both or all of such persons should sign the proxy. If shares of stock are
held of record by a corporation, the proxy should be executed by the president or vice president and the secretary or assistant secretary.
Executors, administrators or other fiduciaries who execute the above proxy for a deceased stockholder should give their full title. Please date the
proxy.

Please check the following box if you plan to attend the meeting: ¨

YOUR VOTE IS IMPORTANT. WHETHER OR NOT YOU PLAN TO ATTEND THE MEETING, PLEASE COMPLETE AND
PROMPTLY RETURN THE ENCLOSED PROXY IN THE ENVELOPE PROVIDED SO THAT YOUR SHARES MAY BE
REPRESENTED AT THE MEETING.
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