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[LOGO] SAFEGUARD SCIENTIFICS, INC.
April 2, 1998
Dear Fellow Shareholders:

Enclosed you will find Safeguard Scientifics' 1997nual Report and a proxy statement containingotider of business for our upcoming
Annual Meeting of Shareholders. The meeting whktalace on Thursday, May 7, 1998, at 4:00

p.m. in The Desmond Hotel and Conference Centdrddah, Malvern, Pennsylvania. The directions am@vjated on the back of this letter.
We certainly hope you can join us. We are arrangingeveral of our private partnership companielse available at the meeting to
demonstrate their technology.

Shareholders who cannot attend the meeting in pevibhave the opportunity to listen to the megtwver the Internet through Vcall, Inc. at
http://www.vcall.com. To listen to the live meetjmgease go to the web site approximately fifteémutes early to register and download any
necessary audio software. For those who cannenlist the live broadcast, a replay will be avagabimediately after the meeting and a
transcript will be available 24 to 48 hours afteg meeting.

The single item on our agenda this year is thetieleof members to the Board of Directors for a-gear term. There are no new member.
for election.

1997 was a great year. Safeguard completed thghts offerings--Diamond in February, ChromaVisiorduly, and OAO Technology in
November; all have produced impressive returnsantieipate being able to complete three rightsrofégs in 1998. The first one, DocuCo
was successfully completed on March 31, 1998. Guelipe of private partnership companies is vergray as Safeguard's experienced, well-
rounded management team helps them to grow andogewo future rights offering candidates.

SAFEGUARD'S BOARD OF DIRECTORS IS A VITAL RESOURCEND IT IS IMPORTANT, NO MATTER HOW MANY SHARES
YOU HOLD, THAT YOU VOTE BY COMPLETING AND RETURNINGYOUR

PROXY CARD AS SOON AS POSSIBLE.
Please contact Sandi Murtland, Investor Relatiomsrdinator, at (610) 293-0600 with any questionsarcerns.
Sincerely,

/s/ Pete Musser
Pet e Musser
Chai rman of the Board and Chief Executive O ficer

/sl Don Cal dwel |
Don Cal dwel |
Presi dent and Chief Operating Oficer



DIRECTIONS TO THE DESMOND GREAT VALLEY HOTEL
One Liberty Boulevard
Malvern, PA 19355
(610) 296-9800

DI RECTI ONS FROM PHI LADELPHI A DI RECTI ONS FROM W LM NGTON AND PO NTS SOUTH
( DELAWARE AND MARYLAND)
Take the Schuyl kill Expressway (I|-76) West.

Follow | -76 West to Route 202 South. Take Take 1-95 to Route 202 North. Follow Route
Route 202 South to the Great Valley/Route 29 202 North to the Great Valley/Route 29 North
Exit. At the end of the ranp, proceed Exit. Turn right onto Route 29 North. Turn
strai ght through the traffic light onto right at the second |ight onto Liberty

Li berty Boul evard. The hotel will be on the Boul evard. The hotel will be on the left.
right.

DI RECTI ONS FROM SOUTH NEW JERSEY DI RECTI ONS FROM HARRI SBURG AND PO NTS WEST
Take 1-95 South to Route 322 West. Take 322 Take PA Turnpi ke East to Exit 24, Valley Forge.
West to US Route 1 South to Route 202 North. Take Route 202 South to Great Valley/Route 29
Take Route 202 North to Great Valley/Route North Exit. At the end of the ranp, proceed
29 North Exit. Turn right onto Route 29 strai ght through traffic light onto Liberty
North. Turn right at second |ight onto Boul evard. The hotel will be on the right.

Li berty Boul evard. The hotel will be on the

left.

DI RECTI ONS FROM PHI LADELPHI A Al RPORT DI RECTI ONS FROM NEW YORK AND PO NTS NORTH

Take 1-95 South to 476 North. Follow 476 Take the New Jersey Turnpi ke South to Exit 6,
North to the Schuyl kill Expressway (I-76) t he Pennsyl vani a Turnpi ke extension. Follow
West to Route 202 South. Take Route 202 the Turnpi ke West to Exit 24, Valley Forge.
South to the Great Valley/Route 29 North Take Route 202 South to the Great Valley/Route
Exit. At the end of the ranp, proceed 29 North Exit. At the end of the ranp, proceed
strai ght through the traffic light onto through the light onto Liberty Boul evard. The
Li berty Boul evard. The hotel will be on the hotel will be on the right.

right.

SAFEGUARD SCIENTIFICS, INC.

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD THURSDAY, MAY 7, 1998

TO THE SHAREHOLDERS:

The Annual Meeting of Shareholders of Safeguareér8iics, Inc. (the "Company") will be held at tbesmond Great Valley Hotel and
Conference Center, One Liberty Boulevard, Malv@®ennsylvania 19355 on Thursday, May 7, 1998, & g:0., local time, for the
following purposes:

1. to elect thirteen directors; and
2. to transact such other business as may propenhe before the meeting or any adjournment or adjoants thereof.

The Board of Directors has established the clogmisiness on March 20, 1998 as the record datbdéadetermination of shareholders enti
to receive notice of, and to vote at, the meetingny adjournments thereof. In order that the megetan be held and a maximum number of
shares can be voted, whether or not you plan frdéent at the meeting in person, please complate,and sign, and promptly return the
enclosed Proxy in the return envelope provided/éur use. No postage is required if mailed in tmétéd States.

By order of the Board of Directors,

/sl James A. Qunsworth
JAMES A. OUNSWORTH
Secretary

800 The Safeguard Building
435 Devon Park Drive
Wayne, PA 19087

April 2, 1998



SAFEGUARD SCIENTIFICS, INC.
800 The Safeguard Building
435 DEVON PARK DRIVE

WAYNE, PENNSYLVANIA 19087

PROXY STATEMENT

The enclosed Proxy is solicited on behalf of thef8oof Directors (the "Board") of Safeguard Scificgj Inc. (the "Company") for use at the
Annual Meeting of Shareholders to be held on Ma$988 (such meeting and any adjournment or adjoentsrthereof referred to as the
"Annual Meeting") for the purposes set forth in H'gompanying Notice of Annual Meeting of Sharebaddand in this Proxy Statement. T
Proxy Statement and the enclosed Proxy are beiilgdrta shareholders on or about April 2, 1998.

VOTING SECURITIES

Only the holders of shares of common stock, paues&l10 per share (the "Common Stock"), of the Gomf record at the close of busin

on March 20, 1998 (the "Shares") are entitled t@ine notice of, and to vote at, the Annual Meeti@dg that date, there were 31,955,366
Shares outstanding and entitled to be voted aAtireial Meeting. It is the intention of the persarasned in the Proxy to vote as instructed by
the shareholders or, if no instructions are givenote as recommended by the Board. Each hold8hafes entitled to vote will have the
right to one vote for each Share standing in hieenan the books of the Company, except that irekbetion of directors, each shareholder
will have the right of cumulative voting. In sucleetion, each holder of Shares entitled to voté lmélve a number of votes equal to the
number of Shares he owns multiplied by the totahber of directors to be elected, and he may casitivle of such votes for one candidate,
or distribute them among any two or more candiddtes/ote cumulatively, a shareholder must write lame of the nominee or nominees
selected and the number of votes to be cast fdr maminee, followed by the words "cumulate for,"tba line provided under Item 1 of the
Proxy. Discretionary authority to cumulate votekéseby solicited by the Board.

The thirteen nominees receiving the highest nurnbaffirmative votes of the Shares present or regméed and entitled to be voted shall be
elected as directors. Votes withheld from any doedroker non-votes and abstentions are coumtepurposes of determining the presence
of a quorum for the transaction of business atimeual Meeting. Only those votes that are casffasnative or negative will be treated as
voting on any matter presented at the Annual Mgetin

REVOCABILITY OF PROXY

Execution of the enclosed Proxy will not affecthaeholder's right to attend the Annual Meeting aoteé in person. A shareholder, in
exercising his right to vote in person at the AdiMaeting, effectively revokes all previously exést Proxies. In addition, the Proxy is
revocable at any time prior to the effective exa¥dhereof by filing notice of revocation with tBecretary of the Company or by filing a duly
executed Proxy bearing a later date.

PERSONS MAKING THE SOLICITATION

The cost of soliciting Proxies, including the adtergpenses incurred by brokerage houses, nomimeeBdaciaries in forwarding Proxy
materials to beneficial owners, will be borne by @ompany. In addition to solicitation by mail, teém officers and other employees of the
Company may solicit Proxies in person or by teleygh



SHAREHOLDER PROPOSALS FOR 1999 ANNUAL MEETING

Shareholders intending to present proposals atekeAnnual Meeting of Shareholders to be heldd@9 must notify the Company of the
proposal no later than December 2, 1998.

SECURITIES OWNERSHIP OF CERTAIN BENEFICIAL OWNERS A ND MANAGEMENT

The following table sets forth as of March 20, 199& Company's Common Stock beneficially owne@égh person known to the Company
to be the beneficial owner of more than 5% of thtstanding Shares, the Company's only class ofyegeturities outstanding. The table also
shows the number of Shares owned beneficially loh e#&ector or nominee, by each named executivieasffand by all directors and
executive officers as a group.

Nurber of
Shar es Per cent of
Omned (1) Cl ass

Warren V. Miusser

800 The Saf eguard Buil di ng

435 Devon Park Drive

Wayne, PA 19087(2)....... ... 3,124,144 9. 8%
Judith Areen...... ... ... . . . . 100 *
Vincent G Bell, Jr.(3)........ ... ... ... .. 477,818 1.5%
Donald R Caldwel I (4)...... ... . ... ... 440, 482 1.4%
Robert A FOX(5)..... ..o 163, 250 *
Del bert W Johnson(6)........................ 121, 543 *
Robert E. Keith, Jr.(7)........ ... ... ........ 38,724 *
Peter Likins, Ph.D.(8)......... ... ... ....... 37,470 *
Jack L. Messman(8)......... ... 76, 250 *
Russell E. Palmer(9).............. ... ... .. 24,868 *
John W Poduska, Sr., Ph.D.(8)............... 171, 250 *
Hei nz Schi mrel busch, Ph.D.(8)................ 5,250 *
Hubert J. P. Schoemsker, Ph.D.(8)............ 70, 250 *
Jerry L. Johnson(10).......... ... ... ... ....... 87, 480 *
Thomas C. Lynch(11)......... ... ... ... ... ... ... 61, 019
Edward R Anderson.................... ... ... 1, 200 *
Executive officers and directors as a group

(19 persons) (12)......cuuiiieii. 5, 355, 632 16. 4%

* Less than 1% of the outstanding Common Stock.

(1) Except as otherwise disclosed, the nature néfigal ownership is the sole power to vote andigpose of the shares (except for shares
held jointly with spouse).

(2) Includes 280,000 shares held by a charitahladation of which Mr. Musser is a director and aaaative officer, and 40,000 shares held
by the Claire V. Sams Trust, of which Mr. Mussethis trustee.

(3) Includes 49,568 shares held by a charitabladation and 1,250 shares that may be acquired gftrsoi stock options that are currently
exercisable or that will become exercisable withndays of March 20, 1998. Mr. Bell shares votind dispositive power of the shares held
by the charitable foundation.

(4) Includes 300 shares held in a custodial accfaurg minor child, 6,250 shares held in trusttfe benefit of his spouse, and 185,000 shares
that may be acquired pursuant to stock optionsateturrently exercisable or that will become eisable within 60 days of March 20, 1998.
Mr. Caldwell disclaims beneficial ownership of thigares held in the custodial account and in ths fan the benefit of his spous



(5) Includes 50,000 shares held by a charitabladation and 1,250 shares that may be acquired quir$oi stock options that are currently
exercisable or that will become exercisable witdndays of March 20, 1998. Mr. Fox shares voting dispositive power of the shares held
by the charitable foundation.

(6) Includes 23,900 shares held by a remainder & 11,050 shares that may be acquired pursoahbck options that are currently
exercisable or that will become exercisable witdndays of March 20, 1998.

(7) Includes 300 shares held by Mr. Keith's sp@amk31,250 shares that may be acquired pursuatadk options that are currently
exercisable or that will become exercisable withndays of March 20, 1998. Mr. Keith disclaims lfari@ ownership of the shares owned
by his spouse.

(8) Includes for Messrs. Likins, Messman, PoduSdaimmelbusch, and Schoemaker, 1,250 shares, 16h256s, 1,250 shares, 4,250 she
and 4,250 shares that may be acquired pursuatddb gptions that are currently exercisable or thiltbecome exercisable within 60 days
March 20, 1998.

(9) Includes 3,000 shares held by Mr. Palmer's spad 16,250 shares that may be acquired pursusiuick options that are currently
exercisable or that will become exercisable windays of March 20, 1998. Mr. Palmer disclaimsdfieial ownership of the shares owned
by his spouse.

(10) Includes an aggregate of 24,000 shares hetdidyrusts, of which Mr. Jerry Johnson is a castee, and 60,000 shares that may be
acquired pursuant to stock options that are cugremxercisable or that will become exercisable ith0 days of March 20, 1998.

(11) Includes 1,000 shares held by Mr. Lynch's spand 59,400 shares that may be acquired pursusiuick options that are currently
exercisable or that will become exercisable withndays of March 20, 1998. Mr. Lynch disclaims Wi ownership of the shares owned
by his spouse.

(12) Includes 668,700 shares that may be acquineslipnt to stock options that are currently exahtesor that will become exercisable
within 60 days of March 20, 1998.

CompuCom Systems, Inc. ("CompuCom") and Tangrararrise Solutions, Inc. ("Tangram") are majorityr®a subsidiaries of the
Company. As of March 20, 1998, executive officard directors of the Company beneficially ownedftiilowing percentage of shares of
common stock outstanding in each such company:

(i) CompuCom: Mr. Anderson, 2.1%; all officers atlidectors of the Company as a group, other thanAviderson, less than 1%; and (ii)
Tangram: all officers and directors as a grous than 1%.

I. ELECTION OF DIRECTORS

It is intended that the persons named as ProxiehéoAnnual Meeting will vote in favor of the etem of the following thirteen nominees as
directors of the Company to hold office until tharual Meeting of Shareholders in 1999 and untilrthieccessors are elected and have
qualified. All of the nominees are presently segvars directors of the Company. Each of the nomihassonsented to serve if elected.
However, if any of the nominees should become uitehla prior to the election, the holders of theXes may vote the Proxies for the
election of such other persons as the Board maymeend, unless the Board reduces the number aftdieeto be elected.

THE BOARD UNANIMOUSLY RECOMMENDS THAT SHAREHOLDERYOTE FOR THE ELECTION OF THE SLATE OF
NOMINEES SET FORTH IN THIS PROPOSAL. PROXIES WILIEESO VOTED UNLESS SHAREHOLDERS SPECIFY OTHERWI
ON THEIR PROXY CARDS. THE THIRTEEN NOMINEES RECEING THE HIGHEST NUMBER OF AFFIRMATIVE VOTES OF TH
SHARES PRESENT OR REPRESENTED AND ENTITLED TO BE M&D SHALL BE ELECTED AS DIRECTORS



PRI NCI PAL OCCUPATI ON AND BUSI NESS

NAVE EXPERI ENCE DURI NG LAST FI VE YEARS
Warren V. Misser Chai rman of the Board and Chi ef
Executive O ficer of the Conpany(1)(4)(5).....
Judith Areen Executive Vice President for Law Center

Affairs and Dean of the Law Center,
Georgetown University, and Professor
of Law, Georgetown University(3)(6)...........

Vincent G Bell, Jr. Presi dent, Verus Corporation, a

managenent investnent firm (1)(2)(4)..........
Donal d R Cal dwel | Presi dent and Chief Operating Oficer

of the Company(7)........ ... . . ...
Robert A. Fox President, R A F. Industries, Inc. and

affiliates, diversified manufacturing,

distribution and service conpani es(2)(4)(8)...
Del bert W Johnson Vice President of the Conmpany(9)..............
Robert E. Keith, Jr. Presi dent and Chi ef Executive Oficer,

Technol ogy Leaders Managenent, Inc.,

a venture capital managenent

conpany and a subsidiary of the

Conpany(10) . ...t
Peter Likins, Ph.D. President, University of Arizona(3)(11).......
Jack L. Messman Chai rman and Chi ef Executive O ficer,

Uni on Pacific Resources Group Inc., an

energy conmpany(3)(12).......... i
Russel | E. Pal ner Chai rman and Chi ef Executive O ficer,

The Pal mer Group, a corporate

investment firm(2)(3)(4)(13)..................

John W Poduska, Sr., Ph.D. Chai rman, Advanced Vi sual Systens, Inc.,
a provider of visualization software(3)(14)...
Hei nz Schi mrel busch, Ph. D. Managi ng Director, Safeguard

International Fund, L.P., a private equity

fund; President and Chief Executive

O ficer of Allied Resource Corporation,

pursui ng technol ogy-oriented investnment

opportunities in process industries; and

CEO, Safeguard International G oup,

Inc., a subsidiary of the Conmpany(1)(15)......
Hubert J.P. Schoermaker, Ph.D. Chai rman of the Board and co-founder of

Centocor, Inc., a biotechnol ogy

company (1) (16)....... ...

(1) Member of the Executive Committee, of which Bchoemaker is Chairman.
(2) Member of the Compensation Committee, of whitth Fox is Chairman.
(3) Member of the Audit Committee, of which Mr. Rar is Chairman.

(4) Member of the Nominating Committee, of which.Mox is Chairmar

HAS BEEN A
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SI NCE

1953
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AGE

71
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(5) Mr. Musser is Chairman of the Board of Cambeidgchnology Partners (Massachusetts), Inc., atdiref Coherent Communications
Systems Corporation, CompuCom Systems, Inc., Doqu@ernational, Inc., National Media Corporat@mmd Sanchez Computer
Associates, Inc., and a trustee of Brandywine Rd&altst. Mr. Musser also serves on a variety ofcgigducational and charitable Boards of
Directors and serves as Vice President/Developn@at]le of Liberty Council, Boy Scouts of Ameriea, Vice Chairman of The Eastern
Technology Council, and as Chairman of the Penasyé/Partnership on Economic Education.

(6) Ms. Areen has been a Professor of Law at GémngeUniversity since 1976 and Executive Vice Riest for Law Center Affairs and
Dean of the Law Center, Georgetown University, sih®89. Ms. Areen is a director of MCI Communicasi€Corp.

(7) Mr. Caldwell served as Executive Vice Presidefrthe Company from November 1993 until Februa@96, when he was promoted to
President and Chief Operating Officer. From 199bugh 1993, Mr. Caldwell was President of ValleydgeCapital Group, Ltd., a business
mergers and acquisition advisory firm that he famdJr. Caldwell is a director of CompuCom Systems,, Diamond Technology Partners
Incorporated, Integrated Systems Consulting Group,and Quaker Chemical Company of Philadelphia.G4ldwell also serves on a vari
of civic and charitable boards, including The Pdéphia Orchestra and The Pennsylvania Academynef Arts, of which he is Chairman.

(8) Mr. Fox is a director of Prime Bancorp, Inc.

(9) Mr. Johnson has served as a Vice PresidenafefgBard since 1980. Mr. Johnson served as théBnésand Chief Executive Officer of
Pioneer Metal Finishing from 1978 until October 498nd as Chairman of the Board and Chief Exec@ifficer until October 1997. Mr.
Johnson is a director of CompuCom Systems, Indt, fc., US Bancorp and Tennant Company, Inc. hnson was the Chairman of the
Ninth District Federal Reserve Bank from 1991 t83@nd was the 1993 Chairman of the Federal Re&ael Conference of Chairme
Mr. Johnson is the brother of Jerry L. Johnsorgxetutive officer of the Company.

(10) Mr. Keith served as President and Chief Ojggadfficer of Technology Leaders Management, frmm 1991 until February 1996,
when he was promoted to President and Chief Exex@fficer. Mr. Keith is a director of Cambridgechamology Partners (Massachusetts),
Inc., National Media Corporation, and SunSource, In

(11) Dr. Likins is a former President of Lehigh Maisity, a position which he held from 1982 to 198d a former Provost and Dean of
Engineering at Columbia University. Dr. Likins alsas served as a technical consultant for a nupftmmpanies, including Boeing
Aerospace Co. and the Jet Propulsion Laboratoywas a member of the President's Council of Adsisar Science and Technology from
1989 to 1993. Dr. Likins is a director of Consotieth Edison Company of New York, Comsat CorporatiRerker-Hannifin Corp. and Dynacs
Engineering Co.

(12) Mr. Messman is a director of Cambridge TecbgglPartners (Massachusetts), Inc., Novell, Inandly Corp., Union Pacific Resources
Group Inc. and USDATA Corporation.

(13) Prior to organizing The Palmer Group in Jufi@Q, Mr. Palmer was Dean of The Wharton Schoohefuniversity of Pennsylvania from
1983 to June 1990. He was managing partner and Ekéeutive Officer of Touche Ross & Co. (now Détei& Touche) from 1972 to 1983.
Mr. Palmer is a director of Allied-Signal, Inc., Bers Trust New York Corporation, Federal Home Lbtortgage Corporation, GTE
Corporation, and The May Department Stores Company.

(14) Dr. Poduska is a director of Cambridge TecbgplPartners (Massachusetts), Inc. and Union RaR#sources Group, Inc.

(15) From 1973 to 1993, Dr. Schimmelbusch was astamtwith Metallgesellschaft AG, a raw materiadsnpany of which he served as
Chairman of the Executive Board from March 198®&xember 1993 and as Deputy Chairman of the Bdawthaagement from July 1988
to March 1989. Dr. Schimmelbusch is a director ah#r Treacher's Seafood Grille.

(16) Dr. Schoemaker is also a-founder and a director of Tocor I, Ir



COMMITTEES AND MEETINGS OF THE BOARD OF DIRECTORS

The Board held seven meetings in 1997. The Comp@uvoard of Directors has appointed standing A@htmpensation, Executive and
Nominating Committees. The Compensation Committdéch met twice in 1997, fixes compensation lewetduding incentive

compensation for all officers and other principalptoyees, and administers the stock option pladgtaslong term incentive plan. The Au
Committee met four times during 1997. The Audit @aittee recommends the firm to be appointed as iadégnt certified public
accountants to audit the Company's financial statgs) discusses the scope and results of thewithlithe independent certified public
accountants, reviews with management and the imdkgpe certified public accountants the Companyéyim and year-end operating results,
considers the adequacy of the internal accountimdrals and audit procedures of the Company, aviéwes the non- audit services to be
performed by the independent certified public actants. The Executive Committee, which met oncéndgut997, is authorized to act upon
all matters with respect to the management of thegniess and affairs of the Company, except thatutisority to authorize and approve
investments by the Company, other than investnmeatse in the normal course of business, is limiteithtestments of up to $5 million per
transaction in respect of any particular compantifyeor person, and up to $10 million in the aggre between Board meetings. The
Nominating Committee, which was established byBbard in February 1996, is responsible for reconuirennominees for election to tl
Company's Board of Directors. The Nominating Cortemitwill consider qualified candidates recommenaledhareholders, who should
submit any such recommendations, including a detatatement of qualifications, to the Nominatiran@nittee, c/o the Corporate Secretary,
Safeguard Scientifics, Inc., 800 The Safeguarddiugi, 435 Devon Park Drive, Wayne, PA 19087-194boRthe directors, with the
exception of Dr. Poduska, attended at least 75%efotal number of Board and Committee meetingsto€h they were members during the
period in which they served as a director.

DIRECTORS' COMPENSATION

In 1997, directors who were not employees recearednnual cash retainer of $17,500, plus $1,008doh Board meeting attended and $
for each Committee meeting attended on a date dthera Board meeting date. In addition, Mr. Foa Btr. Palmer, as Chairman of the
Compensation Committee and Audit Committee, respagt received an annual cash retainer of $1,000.

The Company has deferred compensation plans ("E2ef€@ompensation Plan™) covering certain of itecliors and a limited number of
officers. All contributions to the Deferred Compatign Plan were completed by the end of 1988. Uptirement (or an earlier date in cert
cases) or upon termination of service as a diretiterparticipant is entitled to receive (as all@ayment over 15 years or as a lump sum) an
amount equal to the aggregate credits to the j@atits account plus an investment growth factordés the Deferred Compensation Plan,
Mr. Bell began receiving quarterly payments of $8,in February 1992, which was reduced to $3,00eioruary 1994. These payments will
continue, subject to adjustment in accordance thighterms of the Deferred Compensation Plan, fogréod of 15 years. The Company has
purchased life insurance contracts to provide thviiinds estimated to be sufficient to cover itBgations under the Deferred Compensation
Plan, and the Company is the owner and benefigibsych contracts. If assumptions as to mortahtyegience, future policy dividends and
other factors are realized, the Company will rec@reamount equal to all benefit payments undebiferred Compensation Plan, the
premium payments on the insurance contracts, gudtean of the interest earned on the use of tleenpum payments



DIRECTORS' STOCK OPTIONS

Upon her election to the Board on August 12, 1983, Areen received an option to purchase 30,006eshaf the Company's common stock
at an exercise price of $26.125. On December 197 1®ach director of the Company, other than Meséusser and Caldwell, received an
option to purchase 2,500 shares of the Compangisnom stock at an exercise price of $32.4375. Thienp vest 25% each year
commencing on the first anniversary of the gramé¢ @ad have a term of eight years.

REPORT OF THE BOARD COMPENSATION COMMITTEE

The Compensation Committee of the Board (the "Cabeedli) reviews and approves management recommengdtr compensation levels,
including incentive compensation, for the execigioéthe Company, and administers the Companyk sfotion plans and long term
incentive plan. The current members of the Committies all outside directors of the Company.

One of the executive officers named in the comp#mséables, Edward R. Anderson, is employed amdpensated by CompuCom, a
publicly traded company that is a majority ownetsdiary of the Company and its largest partnershippany. Mr. Anderson has not and
does not participate in any of the Company's corsgigon plans and his compensation arrangementmareviewed by the Committee.
Consequently, the report of this Committee doegelate to the compensation of Mr. Anderson.

EXECUTIVE COMPENSATION POLICIES

The Company's executive compensation program igkes to support the Company's mission to achiesimmum returns for its
shareholders by providing active strategic managéneperating guidance and innovative financingsgartnership companies and
transferring that value to shareholders via rigtitsrings. The Company's objectives are to att@ack retain outstanding executives, to
promote among them the economic benefits of staakeoship in Safeguard and its partnership compaaies$to motivate and reward
executives who, by their industry, loyalty and eptaenal service, make contributions of special imaoce to the success of the business of
the Company.

Base compensation levels are initially establisloeshew executives on the basis of subjective factoith reference to the experience and
achievements of the individual and the level opaessibility to be assumed in the Company. Salatyeiases are awarded each year based on
increased levels of individual responsibility, taimtain an appropriate scale among company exesubigsed on relative positions and
responsibilities and relative to compensation lgwéthin the technology sector, and on generallegginflation. Annual cash bonuses are
intended to motivate executives to achieve andexkegmnual corporate performance targets and sicaibgpctives. Target levels of execut
bonuses are determined in advance for each yeapascentage of base salary, which percentagdmaesl on the executive's ability to
impact Company performance. Bonuses are awardgshatend based on a review of the level of achieverof financial and strategic
objectives as defined in the Company's plan angldnes of the partnership companies (includingaiielicly held partnership companies) as
approved by the Company, and consideration of iddal performance. The Company's primary objedsvi® create and increase the value
of the Company and its partnership companies. Valeation at the Safeguard level is reflected énrttarket price of its stock and the
operating performance and market value of its jpuydirtnership companies. A significant mark of @@mpany's success in creating value in
partnership companies is the successful completienrights offering of the partnerst



company's stock to the Company's shareholdersifgpftancial and strategic objectives may incluatshievement of pre-tax operating
earnings targets, strengthening a partnership cog'gpaanagement/marketing team, building stratalljences, identifying and exploiting
markets, increasing existing market share and pati@t, and obtaining additional financing. Basedlwe foregoing review, bonuses are paid
as a percentage of target amounts. Bonuses magcaiaget amounts when, in the judgment of the Citt@en performance levels are
deemed to be superior.

Grants of Company stock options are intended tmatie interests of executives and key employetstive long-term interests of the
Company's shareholders and to encourage execatinekey employees to remain in the Company's emplsgorically, grants have not
been made every year. However, it is expectedatimatial grants will be made in the future based namaber of factors, including the
Company's achievement of financial and strategjealves, the individual's contributions in providistrategic leadership and oversight for
the Company and its partnership companies, andrttmnt and term of options already held by theviddal.

The Company's long term incentive plan is inteneslipport the Company's strategy of rewardingedi@ders through rights offerings or
other distributions to shareholders of selecte@@a&rd partnership companies. The plan is desineldannel the energies of executives and
key employees into efforts that create sharehaldire over the long term by enabling participantstare in the results of their contributions
through direct participation in the growth of Safagd's partnership companies. Growth of the pashigrcompanies benefits the Company's
shareholders indirectly, by increasing the valuthefCompany's ownership interest in the partnprsbmpanies, and directly, by increasing
the value of the stock in the publicly held parsiép companies previously distributed to the Comyfsashareholders through rights offerings.
The long term incentive plan was amended in 199¥tmit grants to be made in the form of inter@sis limited partnership which holds the
Company's shares in a partnership company, restratbck in a partnership company, or of shareswwlitich entitle a grantee to participate
the appreciation of the value of the stock of anmship company above set threshold levels. Trendment will permit the interests of the
participants to be more closely aligned with theiiests of the Company. It is the Company's inpeimarily to sell limited partnership
interests to plan participants at their fair valllbe Company allocates up to an aggregate of 108tegbartnership for plan participants. All
partnership interests and share unit grants uihegplan are subject to vesting over a period ofsyaad the attainment of certain threshold
levels. Partnership interests are generally paidrostock of the partnership company after a fipedod of years (subject to acceleration)
subject to the attainment of a threshold valuéefdtock. Shares subject to restricted stock avardsubject to certain restrictions and are
held in escrow by the Company until the attainntdrdtertain threshold levels. Share units are payafikr a fixed period of years (subject to
acceleration) in cash or in stock of the partngrgioimpany if the threshold levels are achieved.

The Committee believes that its policy of alignthg interests of executives and key employees twéHong-term interests of the Company's
shareholders has been successful, as evidencée lbymulative total return on the Company's comstook, assuming participation in rig
offerings, as shown in the second stock performgnaph that appears on page 15.

COMPANY POLICY ON QUALIFYING COMPENSATION

Internal Revenue Code Section 162(m), adopted @3 18rovides that publicly held companies may remtuttt in any taxable year
compensation in excess of one million dollars pgaidny of the individuals named in the Summary Censation Table that is n



"performance-based" as defined in Section 162(mgrdier for incentive compensation to qualify asrfprmancebased” compensation unc
Section

162(m), the Committee's discretion to grant awandst be strictly limited. The Company believes @990 Stock Option Plan meets the
performance-based exception under Section 162(h®.Committee believes that the benefit to the Compd retaining the ability to
exercise discretion under the Company's remaimogritive compensation plans outweighs the limiiskl af loss of tax deductions under
Section 162(m). Therefore, the Committee does mokatly intend to seek to qualify any of its otlmerentive compensation plans under
Section 162(m).

CEO Compensation

Mr. Musser's base salary for 1997 was fixed byGbemittee in December 1996 and represented a S8sdse from his prior base salary.
The increase was based in part on a review of Gifipensation among the largest companies in thad®ighia metropolitan area in order
to keep Mr. Musser in the middle one-third of thedup. Mr. Musser was awarded a bonus for 19971¢qub0% of his target bonus. This
decision was based on the successful completitimreé rights offerings during the year by Diamoretfinology Partners Incorporated,
ChromaVision Medical Systems, Inc. and OAO Techggpl8olutions, Inc. and on the Company achievingyraher strategic objectives,
including the completion of a $265 million fundsaig for SCP Private Equity Partners L.P. to puisast-venture stage opportunities;
closing of fund- raising efforts for TL Ventures, la $285 million venture fund; completion of sealanergers and acquisitions for certain
private partnership companies; and the sale oéthom-strategic partnership companies.

OTHER EXECUTIVE COMPENSATION

The Committee approved executive cash bonuse®9f# équal to 200% of the target bonus amounts.ofasdnabove under discussion of the
CEO's compensation, these decisions were basdwedbampany and its partnership companies achieviagge portion of their financial a
strategic objectives as outlined above. Also carsid to a lesser extent in awarding bonuses wéseacutive's individual performance for
the year. The Committee granted options under trapgainy's 1990 Stock Option Plan to all of its exees, except Mr. Musser, and
employees. The relative number of options grantasl Based on each such individual's responsibilities

In December 1997, the Committee approved an awidichibed partnership interests to key executived key employees under the
Company's long term incentive plan in connectiothwiew or additional investments made by the Commgaming 1997. These limited
partnership interests will provide the participamtgler the long term incentive plan with the oppiitly to receive distributions, as a group, of
up to an aggregate of 10% of the shares of stolkcklhyeeach limited partnership if the value of #imres exceeds certain thresholds
established by the Committee. Distributions on aotof the partnership interests awarded undelotig term incentive plan will be made in
five years (subject to achievement of the threskaldes and subject to acceleration by the Come)itiehe awards under the long term
incentive plan were allocated among the executwekkey employees based on their relative posiiiotise Company. Mr. Musser does not
participate in the long term incentive plan.

By the Compensation Committee:

Robert A. Fox Vincent G. Bell, Jr. Russell E. Pati



EXECUTIVE COMPENSATION
SUMMARY COMPENSATION OF EXECUTIVE OFFICERS

The following table sets forth information concergicompensation paid during the last three fisealy to the Chief Executive Officer and
each of the other four most highly compensatedgierofficers of the Company whose salary and saxceeded $100,000 in 1997.

Long Ter m Conpensati on

Annual Conpensation Awar ds Payout s
Securities
O her Restricted Under | yi ng Long Term
Annual St ock Opti ons/ I ncentive Al O her
Narme and Pri nci pal Sal ary Bonus Conpen- Awar d('s) SARS Payout s Conpen-
Posi tion Year ($)(1) ($)(2) sation($)(3) (9$)(4)(5) (#) (6) (%) sation ($)(7)
Warren V. Misser, 1997  $290,000  $290,000 $63, 004 -- -- -- $12, 000
Chai rman of the Board and
Chi ef 1996 275, 000 137, 500 -- -- -- -- 11, 250

Executive O ficer(8)

1995 275, 000 206, 000 11, 250
Donald R Cal dwel I, 1997  $252,000  $226, 800 -- $ 0 30, 000 -- $16, 149
President and Chi ef
Operating Oficer 1996 240, 000 117,998 -- 413, 739 20, 000 -- 15, 398

1995 240, 000 278, 305 -- 276, 540 -- -- 11, 250
Jerry L. Johnson, Senior 1997 $210, 000 $169, 760 -- $ 0 30, 000 -- $19, 620
Vice President, Operations

1996 200, 000 154, 039 46, 110 379, 079 -- -- 15, 582

1995 50, 000 20, 000 62, 297 100, 000 0
Thomas C. Lynch, Senior 1997 $210, 000 $169, 760 -- 8 0 20, 000 -- $24, 484

Vice President(9)

Edward R Anderson, 1997  $360,000  $530, 122 -- -- 300, 000( 10) -- $11, 875
President and Chi ef
Executive Oficer of 1996 310, 000 360, 907 -- -- -- -- 2,673
CompuCom Systens, |nc.

1995 310, 000 416, 020 3,750

(1) Includes annual compensation that has beemrddfey Messrs. Musser, Caldwell, Johnson and Lynckuant to the Company's stock
savings plan and by Mr. Anderson pursuant to the@aCom Systems, Inc. 401(k) matched savings plan.

(2) With respect to each of Messrs. Johnson andhytie bonus paid in 1997 includes the value @@ shares of Diamond Technology
Partners Incorporated common stock awarded asasbon

(3) The amount stated for Mr. Musser includes $82 ®r personal use of the Company plane. Mr. Mtssise of the Company plane
increased in 1997 following a determination by Board of Directors requiring him to travel by Compalane instead of commercial airci
whenever possible for safety reasons. While othered executives enjoy certain perquisites, foafigear 1997, perquisites and other
personal benefits for such executive officers ditlexceed the lesser of $50,000 or 10% of any eecafficer's salary and bonus and
accordingly have been omitted from the table amjigrd by the rules of the Securities and Exchabgemission.

(4) In January 1998, Messrs. Caldwell, Johnsonlamtth purchased for their fair value a 0.975%, 8%2and 0.725% limited partnership
interest, respectively, in Safeguard 97 Capital il a 0.9256%, 0.6925% and 0.6925% limited pestije interest, respectively, in
Safeguard XL Capital L.P. These partnerships wegarized by the Company to hold equity securiti@ipased by the Company during
1997.



(5) Any dividends that become payable will be paidrestricted stock awards at the same rate aggaitishareholders. At December 31,
1997, Mr. Caldwell held the following shares oftriesed stock granted in prior years with a valfi@pproximately $765,200: 34,137 shares
of MultiGen, Inc., 4,603 shares of Professionalifiray Services, Inc., 28,600 shares of Intelliseutac., 30,956 shares of Sentry
Technology, 19,906 shares of DocuCorp Internatidnal, 39,375 shares of XL Vision, Inc., 17,91@mss of New Paradigm Ventures, Inc.,
130,000 shares of Internet Capital Group L.L.C,7I8 shares of Mikros Systems Corp., 150 shar&4obile Broadcasting Corporation,
9,338 shares of Diablo Research and 9,338 shaihisper Communications; and each of Messrs. Johasd Lynch held the following
shares of restricted stock granted in prior yeatis avvalue of approximately $287,700: 14,929 sbafaestricted stock of DocuCorp
International, Inc., 97,500 shares of Internet @adyisroup L.L.C., 55,283 shares of Mikros SystenospC 112.50 shares of Mobile
Broadcasting Corporation, 14,960 shares of Sergghmology, 7,004 shares of Diablo Research andl’sbares of Whisper
Communications. At December 31, 1997, Mr. Caldwtdb held share units entitling him to particip@te percentage of distributions made
by Technology Leaders Il L.P. to the Company inesscof $10,028,000, and Messrs. Caldwell, Johnsdrignch each held share units
entitling them to participate in a percentage sfritbutions made by Enertech Capital Partners aesx of $6.0 million, SCP Private Equity
Partners, L.P. in excess of $40.0 million and Tinwees Il in excess of $20.6 million. The aggregedlue of the share unit holdings is
indeterminate until the payment date for each awRestrictions on grants of shares of restrictedisbf Diamond Technology Partners
Incorporated and OAO Technology Solutions, Inc. @ed to Mr. Caldwell, and restrictions on grantslo&res of restricted stock of
ChromaVision Medical Systems, Inc. and OAO Techggl8olutions, Inc. awarded to Messrs. Johnson gmah, were released during 1997
upon the satisfaction of the conditions of the ee$ipe grants.

(6) Except as otherwise indicated in individualtfames, options in this table are to acquire Com®tartk of the Company.

(7) The stated amounts for fiscal 1997 includeftiewing amounts: $7,200 for each of Messrs. Mus€aldwell, Johnson and Lynch as
Company contributions under the Company's Moneygliage Pension Plan; $4,800 for each of Messrs.iuSaldwell, Johnson and Lynch
as Company matching contributions under the Comipadtpck Savings Plan; and $4,149, $7,620, andi84Zpr Messrs. Caldwell, Johnson
and Lynch, respectively, for life insurance premsufihe amount stated for Mr. Anderson represents0$%or life insurance premiums and
$2,375 for matching contributions made by CompuQumer its 401(k) matched savings plan.

(8) Mr. Musser does not participate in the Compmatdck option plans or long term incentive plan.
(9) Mr. Lynch has been an executive officer of @empany since March 1997.

(10) Option granted by CompuCom Systems, Inc. tue common stock of CompuCom, a subsidiary ofGbenpany



STOCK OPTIONS

The following tables set forth information with pest to options granted and exercised during figeat 1997 and the number of unexercised
options and the value of unexercised in-the-momipns at December 31, 1997.

OPTI ON SAR GRANTS | N LAST FI SCAL YEAR

Potenti al
Real i zabl e Val ue
I ndividual Grants At Assuned Annual

Rates OF Stock
Price Appreciation
For Option Tern(1)

% of Tot al
Opti ons/
SARS
Opti ons/ Granted To Exercise O
SARs Enpl oyees In Base Price Expiration 5% 10%
Nare Ganted (#)(2) Fiscal Year ($/Sh) (3) Dat e (%) (%)
Warren V. Musser 0
Donal d R Cal dwel | 30, 000 10. 0% $32. 4375 12/ 11/ 05 $ 464,624 $1,112, 855
Jerry L. Johnson 30, 000 10. 0% $32. 4375 12/ 11/ 05 $ 464,624 $1,112, 855
Thomas C. Lynch 20, 000 6. 7% $32. 4375 12/ 11/ 05 $ 309, 749 $ 741,903
Edward R Anderson 300,000 (4) 18. 8% $ 7.625 5/ 13/ 07 $1, 438, 596 $3, 645, 686

(1) The potential realizable values are based casanmption that the stock price of the sharesoofit@on Stock of the Company appreciates
at the annual rate shown (compounded annually) freate of grant until the end of the option tefimese values do not take into account
amounts required to be paid as income taxes uhddnternal Revenue Code of 1986, as amended,rgnapgplicable state laws or option
provisions providing for termination of an optiasldbwing termination of employment, nontransferaipjlor vesting over periods of four or
more years. These amounts are calculated basérk saquirements promulgated by the Securities actid&hge Commission and do not
reflect the Company's estimate of future stockepgmwth of the shares of common stock of the Coma any of its subsidiaries or
affiliates.

(2) All options, with the exception of options gtad to Edward R. Anderson which are covered byrfoigt 4 below, are to acquire Common
Stock of the Company. The options vest 25% eachg@amencing on December 11, 1998 and have angagiitterm. The options continue
vesting and remain exercisable so long as employmigim the Company or one of its subsidiaries amwntis. The option exercise price may
paid in cash, by delivery of previously acquiredrss, subject to certain conditions, or same dieg $ae. cashless broker's exercises). The
Compensation Committee has the authority to matiéyterms of outstanding options, including aceglen of the exercise date of
outstanding options.

(3) All options have an exercise price at leastabtputhe fair market value of the shares subjeetach option on the date of grant.

(4) The option granted to Mr. Anderson by CompuClystems, Inc. vests 20% each year commencing aradag, 1998 and has a ten-year
term. The option continues vesting and remainsoisale so long as employment with CompuCom Systémsor one of its subsidiaries
continues. The option exercise price may be paahsh, by delivery of previously acquired sharabjext to certain conditions, or same day
sales (i.e. cashless broker's exercises). Compu3oamhpensation Committee has the authority to npadé terms of outstanding options,
including acceleration of the exercise date of tamtsing options



Aggregat ed Option/ SAR Exercises in Last Fiscal Year and FY-End Option/ SAR Val ues

Nunber O Securities Val ue OF Unexerci sed
Under |l yi ng Unexerci sed I n- The- Money
Opt i ons/ SARs Opt i ons/ SARs
Shar es At Fiscal Year-End (#) At Fiscal Year-End ($)(1)
Acquired On Val ue
Nane Exercise (#) Real i zed($) Exerci sabl e Unexer ci sabl e Exerci sabl e Unexer ci sabl e
Warren V. Musser 0 0 0
Donal d R Cal dwel | 214, 470 $3, 455, 123 90, 000 140, 000 $2,471, 247 $2,478, 747
Jerry L. Johnson 0 - 60, 000 70, 000 $603, 750 $ 402,500
Thomas C. Lynch 600 $ 3,300 59, 400 60, 000 $ 556,875 $ 375,000
Edward R. Anderson
ConmpuCom Opt i ons 0 - 620, 000 455, 000 $3,177, 500 $ 981,875

(1) The value of unexercised in-th@ney options is calculated based upon (i) thenfigirket value of the stock at December 31, 19%8, tlex
option exercise price, multiplied by (ii) the numlaoé shares subject to an option. On December 397 1the per share fair market values
utilized in calculating the values in this tableres§31.375 for Company Common Stock and $8.25 n@Com common stock.

EMPLOYMENT CONTRACTS AND TERMINATION OF EMPLOYMENT  AND CHANGE-IN-CONTROL ARRANGEMENTS.

In 1997, CompuCom Systems, Inc. entered into an@ment agreement with Edward R. Anderson providorchis employment through
October 24, 1999, subject to annual renewals, @&xacutive officer of CompuCom at a minimum montsdyary of $30,000. The agreement
provides for Mr. Anderson's participation in managat bonuses at a target rate of 120% of baseysataran additional lump sum bonus of
$175,000 payable on May 15 in 1998 and 1999 artdeiigreement is extended, on May 15, 2000. Thmep@ay is required to obtain a
renewable term life insurance policy in the amaefr$1,000,000 payable to Mr. Anderson's designb&teficiary and a comprehensive long-
term disability insurance policy, and to afford hather standard benefits awarded to other senioagement. Upon termination of Mr.
Anderson's employment by CompuCom without caus#,@@mpuCom demotes him or reduces his salaryeaebts below the level
described in his employment agreement, Mr. Andevsitirbe entitled to receive compensation in an anteequal to the salary that would
have been paid for the remainder of the AgreenMntAnderson has agreed to refrain from competiith @ompuCom for two years after
his voluntary termination of employment, and in #vent of his termination for any reason other ttiaa cause, for the same period of time
for which he receives compensation pursuant taeimas of his employment agreement. In the eveatafange in control, all unvested stock
options to purchase shares of CompuCom or Cliektlirc. will be vested within ten days of the chang control, and, if Mr. Anderson
voluntarily terminates his employment within six mtles of such change in control, he will be entitledeceive in a lump sum payment all
payments due to him for the remainder of the agessr



STOCK PERFORMANCE GRAPHS

The following graph compares the cumulative togélim on the Company's Common Stock for the pdrmu December 31, 1992 through
December 31, 1997 with the cumulative total retumrthe Russell 2000 and the peer group index fséme period.

COMPARISON OF CUMULATIVE TOTAL RETURNS

1992 1993 1994 1995 1996 1997
safeguard 100 132 189 814 1044 1032
Russell 2000 100 19 17 10 175 214
Peer Goup 100 13 121 186 215 245

1. The peer group consists of SIC Code 737--ComRrgramming & Data Processing Services and SI@eG045--Computer, Peripheral
Equipment and Software Wholesalers, with a 50% kt&ig for each SIC Code.

2. Assumes reinvestment of dividends. The Compasyniot distributed cash dividends during this pkerissumes a value of zero for all
rights issued in rights offerings to the Compasyiareholders.

3. Assumes an investment of $100 on December 32.19

The following graph compares the cumulative togalim on the Company's Common Stock assuming @siment (as described below) in
the stock offered in each of the rights offeringshte Company's shareholders, with the cumulatitad teturn on the Russell 2000 and the
peer group index. The Company's primary methodafigding investment returns to its shareholdetthisugh rights offerings, and not
through dividends. This graph, based on the assangptiescribed below, should provide a more congmsive indication of the cumulative
total return to the Company's shareholders by dinlyboth the value of the Company's Common Stockthe value of the various common
stocks a shareholder could have obtained in thepaagis rights offerings



COMPARISON OF CUMULATIVE TOTAL RETURNS
Assuming Investment in Rights Offerings

1992 1993 1994 1995 1996 1997
safeguard 10 175 309 1152 1541 1887
Russell 2000 10 13 152 210 218 431
Peer Goup 10 148 188 231 ;38 463

1. The peer group is the same as in the prior graph

2. The cumulative total return for Safeguard assuaeash investment to exercise all of the rightslder of Safeguard common stock vali
at $100 on December 31, 1992 would have receiveddh rights offering made to the Company's shiddeh®since January 1, 1993.

3. Assumes additional investments in each compaiistex are made at the end of the month in whiath&afeguard rights offering became
effective in an amount equal to the amount of $simed cash investment in the Safeguard index.

4. Assumes an initial investment of $100 on Decem3fie 1992, and additional investments totaling1$28 as follows: $13.70 in April 1993,
$18.27 in June 1994, $13.70 in June 1995, $13.Apiil 1996, $18.08 in November 1996, $18.08 in iy 1997, $32.88 in July 1997, &
$32.88 in October 1997.

5. Although the Company believes the assumptiordenmacalculating the values of the chart are neakle, other assumptions could be used
that would result in different cumulative totalusts.



CERTAIN TRANSACTIONS

In connection with restricted stock awards madeeutise Company's long term incentive plan in Decemil®95 and February 1997, the
Company made available to the recipients of thoantg two-year, full recourse loans to pay theteelancome taxes that the Company was
required to withhold on the compensation resulfiogn the acquisition of such shares. The promissotes delivered to the Company in
connection with the December 1995 awards ("Decerh®8% Note") and the February 1997 awards ("Fepru@®7 Note") bear interest at
the rate of 5.57% per annum and 5.81% per annwspecéively, with principal and accrued interestaiag on the second anniversary of the
respective notes. Each of these notes is securaddge of the restricted shares granted to ieadridual. The principal and accrued
interest under the December 1995 Note were pduliby each note holder in December 1997. The éagloutstanding total balance since
January 1, 1997 under the notes delivered by ebtessrs. Caldwell, Johnson and Lynch, named ekexofficers of the Company,
Michael W. Miles, James A. Ounsworth, and GleniRieger, executive officers of the Company, and BellV. Johnson, a director of the
Company, was $401,825, $205,177, $205,177, $180$BR,276, $180,883, and $115,010, respectivaly tle aggregate balance at
December 31, 1997, was $190,700, $174,725, $174$12%,421, $143,028, $114,421, and $57,212, r&spBC

In August 1994, Edward R. Anderson delivered to @o@om, in payment of the purchase price of 350@0es of common stock of
CompuCom that he acquired upon exercise of stotkrog a full recourse, four-year promissory naot¢hie amount of $1,181,250 which was
secured by a pledge of the 350,000 CompuCom shHneserms of the note were renegotiated, and imugey 1997, Mr. Anderson deliver
to CompuCom a new note in the amount of $1,181y@%8h extended the payment of the principal to Eaby 15, 1999. Interest on the note
accrues at the rate of 6% per annum and is pagaioleally on January 1. In March 1997, Mr. Anderdelivered $281,250 as a payment
against principal, and CompuCom released 83,338ec0€ompuCom shares that secured the note.

The Company has a minority ownership interest indational Marketing Concepts, Inc. ("EMC") pursuaméain aggregate equity investment
of approximately $1.2 million. The Company has guéeed a $1.5 million loan to EMC. EMC is in thegess of combining with two other
companies to form a new entity under a holding camymamed MegaMax Systems, Inc. The Company i€ptigsntending to invest $7
million in a $9 million private equity financing dyegaMax Systems. The additional $2 million will pp@vided by an independent third pe
investor. Part of this investment is to be used/legaMax Systems to satisfy a bank line of creditpto $5 million to a wholly owned
subsidiary of EMC. Approximately $2.8 million ofighine of credit has been drawn as of March 3B8LThe loan is secured in part by a
pledge of up to 250,000 shares of the Company byéNa/. Musser, Chairman of the Board and Chiefdakige Officer of the Company.
This pledge is to be released upon satisfactidghefoan. Mr. Musser also has a personal relatipnstth the Chief Executive Officer of
EMC.

INDEPENDENT PUBLIC ACCOUNTANTS

Since 1986, the Company has retained KPMG Peat Ml P as its independent public accountants aimténds to retain KPMG Peat
Marwick LLP for the current year ending Decembey B198. Representatives of KPMG Peat Marwick LL& extpected to be present at the
Annual Meeting, will have an opportunity at the Aiah Meeting to make a statement if they desirestsa and will be available to responc
appropriate question



SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMRINCE

Section 16(a) of the Securities Exchange Act 04103934 Act") requires the Company's directors areécutive officers, and persons who
own more than ten percent of a registered clagiseo€ompany's equity securities ("10% Shareholjlaisfile reports of ownership and
changes in ownership of Common Stock and othertygaturities of the Company with the Securitied Brchange Commission ("SEC")
and the New York Stock Exchange. Officers, direstond 10% Shareholders are required by SEC regulatifurnish the Company with
copies of all Section 16(a) forms they file. Basetkly on its review of the copies of such formseieed by it and written representations
from certain reporting persons that no other repadre required for those persons, the Companguesithat during the period January 1,
1997 through December 31, 1997, its officers, dinescand 10% Shareholders complied with all apple&ection 16(a) filing requirements,
except for one transaction that was reported hatielb Anderson.

OTHER BUSINESS

The Company is not aware of any other business farésented at the Annual Meeting. If any othetenahould properly come before the
Annual Meeting, however, the enclosed Proxy condéssretionary authority with respect thereto.

The Company's Annual Report for 1997, includingfinial statements and other information with resfrethe Company and its subsidiari
is being mailed simultaneously to the shareholtatss not to be regarded as proxy solicitationamat.

Dated: April 2, 199¢



FOLD AND DETACH HERE

PROXY
SAFEGUARD SCIENTIFICS, INC.
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

| hereby constitute and appoint Warren V. Mussend@d R. Caldwell and James

A. Ounsworth, and each of them, my true and laafdnts and proxies with full power of substitutioreach, to vote all shares held of rec
by me as specified on the reverse side and, in diggretion, on all other matters which may prépeome before the 1998 Annual Meeting
of Shareholders of Safeguard Scientifics, Inc.gdbld on May 7, 1998, and at any adjournmenttier

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTEINITHE MANNER DIRECTED HEREIN BY THE UNDERSIGNED
SHAREHOLDER. IF NO DIRECTION IS MADE, THIS PROXY WL BE VOTED FOR ALL NOMINEES TO THE BOARD OF
DIRECTORS AND AS THE PROXIES

MAY DETERMINE IN THEIR DISCRETION WITH REGARD TO AN OTHER MATTER PROPERLY
BROUGHT BEFORE THE MEETING.

PLEASE MARK, SIGN AND DATE THE PROXY CARD ON THE RE VERSE SIDE
AND RETURN PROMPTLY USING THE ENCLOSED ENVELOPE.



THE BOARD OF DI RECTORS RECOMVENDS A VOTE Pl ease mark
FOR PROPOSAL 1. [X] your votes as indicated
in this exanple

W THHELD
1. ELECTI ON OF DI RECTORS FOR FOR ALL
Nomi nees: [_] [_]

Warren V. Musser Peter Likins
Judith Areen Jack L. Messman
Vincent G. Bell, Jr. Russell E. Palmer

Donal d R Cal dwel | John W Poduska, Sr.
Robert A. Fox Hei nz Schi nmel busch
Del bert W Johnson Hubert J.P. Schoemeker
Robert E. Keith, Jr.

TO WITHHOLD AUTHORITY TO VOTE FOR ANY INDIVIDUAL NO  MINEE WHILE VOTING FOR THE REMAINDER,
STRIKE A LINE THROUGH THE NOMINEE'S NAME IN THE LIS T.

TO CUMULATE VOTES, WRITE THE NAME OF THE NOMINEE(SAND THE NUMBER OF VOTES TO BE CAST FOR EACH
NOMINEE IN THE SPACE PROVIDED BELOW, FOLLOWED BY "GMULATE
FOR."

SIGNATURE(S) DATE: THIS PROXY MUST BE SIGNEDAETLY
AS NAME APPEARS HEREIN. Joint tenants must botmsig/hen signing as attorney, executor, administraétostee or guardian, or for a
corporation or partnership, please give full title.

FOLD AND DETACH HERE

End of Filing
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