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CHEMFAB CORPORATION

701 DANIEL WEBSTER HIGHWAY
MERRIMACK, NEW HAMPSHIRE 03054

NOTICE OF 1998 ANNUAL MEETING OF SHAREHOLDERS
TO THE SHAREHOLDERS OF CHEMFAB CORPORATION:

NOTICE IS HEREBY GIVEN that the 1998 Annual MeetiafjShareholders of Chemfab Corporation will bedreglthe Corporation
principal executive office, 701 Daniel Webster Higly, Merrimack, New Hampshire, on Thursday, Octdt$:r1998 at 9:00 A.M. (local
time) for the following purposes:

(a) To elect directors of the Corporation; and

(b) To consider and vote upon a proposal to ratié/selection by the Board of Directors of the fofrErnst & Young LLP as independent
auditors of the Corporation for the fiscal yeariagdlune 30, 1999; and

(c) To transact such other business as may properhe before the meeting or any adjournments appasments thereof.

The Board of Directors has fixed September 2, 1@9the record date for the determination of shaden® entitled to notice of, and to vote
the 1998 Annual Meeting of Shareholders. Accordinghly shareholders of record at the close ofrimes on September 2, 1998 will be
entitled to notice of, and to vote at, such meetingny adjournments thereof.

By order of the Board of Directors

Thomas C. Platt Il
Secretary

September 23, 1998

NOTE: THE BOARD OF DIRECTORS SOLICITSTHE EXECUTION AND PROMPT RETURN OF THE ACCOMPANYING
PROXY.A RETURN ENVELOPE ISENCLOSED.

CHEMFAB CORPORATION
PROXY STATEMENT

The enclosed proxy is solicited by the Board ofeiors of Chemfab Corporation (the "Corporatiowt)dse at the 1998 Annual Meeting of
Shareholders on October 29, 1998 and at any adjmnts or postponements thereof (the "Meeting").

The Corporation's principal executive office isdted at 701 Daniel Webster Highway, P.O. Box 1\&rimack, New Hampshire 03054.

The cost of soliciting proxies by mail, telephotedegraph or in person will be borne by the Corfiora The Corporation has retained the
services of W.F. Doring & Company, a proxy solitda firm based in New Jersey, to whom the Corporawvill pay a fee of $1,500 plus
reimbursement for mailing and out-of-pocket expsngeaddition to solicitation by mail, the Corptioa will reimburse brokerage houses
and other nominees for their expenses incurrednidisag proxies and proxy material to the benefioi@hers of shares held by them.

You may revoke your proxy at any time prior tout®e by giving written notice to the Secretary @& @orporation, by executing a revised
proxy at a later date or by attending the Meeting @oting in person. Proxies in the form enclosadess previously revoked, will be voted at
the Meeting in accordance with the specificatiorglenby you thereon or, in the absence of suchfimns, in favor of the election of tl



nominees for directors listed herein, and in fasiothe proposal to ratify the selection of Ernst¥&ung LLP as independent auditors for the
fiscal year ending June 30, 1999, and, with restezeahy other business which may properly comeredfte meeting, in the discretion of the
named proxies. If, in a proxy submitted on yourdiEhy a person acting solely in a representataacity, the proxy is marked clearly to
indicate that the shares represented thereby atgemyy voted with respect to one or more proposaén your proxy will not be counted as
present at the meeting with respect to such prdpoBeoxies submitted with abstentions as to onaane proposals will be counted as pre
for purposes of establishing a quorum for such psafs.

All holders of record of the common stock, par ea$i10 per share, of the Corporation (the "Commtork3) at the close of business on
September 2, 1998, will be eligible to vote at kheeting. Each share is entitled to one vote. ASegtember 2, 1998, the Corporation had
outstanding 7,818,300 of Common Stock. The presengerson or by proxy, of a majority of the isdwnd outstanding Common Stock will
constitute a quorum for the transaction of busirégbe Meeting. This proxy statement and the eseclqgroxy are first being mailed or given
to shareholders on or about September 23, 1998.

PRINCIPAL SHAREHOLDERS

The following table sets forth certain informatiaith respect to each person known to the Corparatidbe the beneficial owner of more tl
5% of the issued and outstanding Common Stock asigfist 10, 1998 or other date noted below. Aswduést 10, 1998, 7,817,900 shares of
Common Stock were outstanding.

AMOUNT AND NATURE O F  PERCENTAGE OF
NAME AND ADDRESS BENEFICIAL OWNERSHI P OUTSTANDING SHARES OF
OF BENEFICIAL OWNER OF COMMON STOCK COMMON STOCK OWNED
Peter B. Cannell & 935,362 (1) 12.0%

Co., Inc. ("Cannell")
919 Third Avenue
New York, NY 10022

Dimensional Fund Adv. Inc. 451,150 (2) 5.8%
1299 Ocean Ave.,

11th Floor

Santa Monica, CA 90401

(1) Based upon information provided to the Corgoraby Cannell as of August 3, 1998. Consists elytiof shares of Common Stock of the
Corporation owned by investment advisory client€ahnell, principals of Cannell, and The Peter 8na@ll 401(k) Plan. Cannell disclaims
beneficial ownership of all such shares.

(2) Based upon information as of June 30, 1998idemito the Corporation by Dimensional Fund Advsshirc. Consists entirely of shares of
Common Stock owned by portfolios of DFA InvestmBiensions Group, Inc., a registered open-end invesst company, or in series of
The DFA Investment Trust Company, a Delaware bssiteist, or the DFA Group Trust and the DFA Pgditng Group Trust, investment
vehicles for qualified employee benefit plansadlivhich Dimensional Fund Advisors Inc. servesragstment manager. Of such shares,
Dimensional Fund Advisors Inc. does not have vofingrer with respect to 163,200 shares. DimensiBnatl Advisors Inc. disclaims
beneficial ownership of all 451,150 shares.

ELECTION OF DIRECTORS
NOMINEESFOR ELECTION ASDIRECTORS

The Board of Directors has set the number of Boaedthbers at seven for the upcoming year. Each directlected to hold office until the
next annual meeting of shareholders, or speciatingeln lieu thereof, and until their respectiveesessors are duly elected and qualified. The
Board has nominated all of the current memberb@Board for reelection. The affirmative vote gilarality of the shares of Common Stock
present at the Meeting, in person or by proxyeguired for the election of the members of the Boar

Unless authority to do so is withheld, the perstensied in each proxy (and/or their substitutes) wate the shares represented thereby "F
the election of the director nominees named belbfer any reason any nominee is not a candidatédlwis not now expected), a new
nominee will be designated by the Board to filllswacancy, unless the Board of Directors shall cedhhe number of directors in accordance
with the By- Laws of the Corporation.

INFORMATION ASTO DIRECTORS AND NOMINEES FOR DIRECTOR

There is shown below for each director and nomfoedirector, as reported to the Corporation, tama, age and family relationship, if any,
with any other director or officer, the principalaupation and employment over at least the lastyfsars, the position, if any, with the
Corporation, the period of service as a directahefCorporation, and certain other directorshigsl.t



NAME AGE OFFICEHELD D IRECTOR SINCE

Paul M. Cook 74 Director M arch 1976
Warren C. Cook 53 Director S eptember 1976
Robert E. McGill, Il 67 Director O ctober 1995
James E. McGrath 64 Director O ctober 1993
Duane C. Montopoli 49 Director F ebruary 1986
Nicholas Pappas 68 Director M ay 1991
John W. Verbicky 46 President, O ctober 1997
Chief

Executive Officer and Director

PAUL M. COOK has served as Chief Executive Offiard Chairman of the Board of Diva Systems Corponatince June 1995. He served
as Chairman of the Board of Directors of SRI Ing&ianal, Menlo Park, California, from December 1#8&ugh July 1998. Mr. Cook also
served as Chairman of the Board of Directors ofNe#IData Systems, Inc. (formerly Domestic AutomatCompany) of San Carlos,
California from June 1990 through November 1997 sarded as Chief Executive Officer of that compamyn August 1990 through August
1994. Mr. Cook continues to be a director of bRl Biternational and CellNet Data Systems, Inc. Book was a member of the Board of
Directors of Raychem Corporation ("Raychem"), MeRbrk, California, from the time he founded the pamy in 1957 through August 19¢
and served as Chairman of the Board of Directanm fApril 1990 through October 1995. Mr. Cook is thele of Mr. Warren Cook, also a
director of the Corporation.

WARREN C. COOK is Senior Vice President and Chigk€ating Officer of American Skiing Company. He ha#d these positions since
June 1997 and August 1998, respectively. Betwena 1894 and June 1996, Mr. Cook served as Vicadergsof S.K.1. Ltd. Prior to that
time, he served as President, Chief Executive &ffamd Chairman of the Board of Sugarloaf Moun@anporation from April 1986 through
June 1996. He also served as Managing Directouga®oaf Mountain Corporation from June 1996 thitodgly 1998. Prior to his resignat
in June 1986, Mr. Cook was President and Chief &xee Officer of the Corporation. Mr. Cook is thephew of Mr. Paul Cook, also a
director of the Corporation.

ROBERT E. McGILL, Ill has been Managing Directortb& Berkshires Management Company L.L.C., the gémpartner of the Berkshires
Capital Investors Limited Partnership, since Felyrd®97. From 1989 through December 1994, Mr. Mc§&tved as Executive Vice
President - Finance and Administration of The Degterporation, Windsor Locks, Connecticut and alsoved as a director of The Dexter
Corporation from 1983 through April 1995. Priorttis appointment as Executive Vice President, MrGillcserved as Vice President and
Senior Vice President of Finance and Administrafiom 1975 through 1989. He is currently a memidehe Board of Directors of CN
Biosciences, Inc. and Connecticut Surety Corpomnafidr. McGill is also a Trustee for Travelers Mutaad Variable Annuity Funds.

JAMES E. McGRATH, Ph.D., is the Ethyl Chaired Paxfer of Chemistry and Director of the National 8cieFoundation's Science and
Technology Center for High Performance Polymer Asilvess and Composites at Virginia Polytechnic logtitand State University ("VPI").
Prior to his appointment as Director of the Scieacd Technology Center in February 1989, Dr. Mclesatrved as Director of the Materials
Institute at VPI. Dr. McGrath also held various itioss as a research scientist and chemist duiimd hyears in private industry with several
companies, including Union Carbide and Goodyeae &ivd Rubber Co.

DUANE C. MONTOPOLI is President, Chief Executivefioér and Director of Medical Resources Imaging,. Mrhich is headquartered in
Hackensack, New Jersey. From June 1986 until Jariie®8, Mr. Montopoli was President and Chief Exte@uOfficer of the Corporation.
From December 1983 until January 1990, he wastagran Oak Grove Ventures, Menlo Park, Califorfaor to that time, he was employ
by Arthur Young & Company (now Ernst & Young LLPhere he was a general partner from October 1982idgfw December 1983.

NICHOLAS PAPPAS, Ph.D., is retired Vice Chairmarttodé Board of Directors of Rollins Environmentah8ees, Inc., Wilmington
Delaware. Prior to his appointment as Vice ChairnMin Pappas served as President and Chief Opgr@tiiicer from July 1991 through
September 1995. Dr. Pappas was employed by theoBuGbmpany in various capacities from 1956 urisilretirement in December 1990.
Dr. Pappas served as Executive Vice President d?@n from 1988 to December 1990, and was Group Riesident - Polymer Products
from 1983 to 1988. He is also a director of Yenklajestic Corp. of Dayton, Ohio, Nova CorporatiorCanadian company, Witco
Corporation of Greenwich, Connecticut, and Biotealre. of Fairfax, Virginia. In October 1997, the&d of Directors named Dr. Pappas to
the newly created position of Chairman of the BaarBirectors of the Corporation effective Janua®p8.

JOHN W. VERBICKY, Ph.D., is President and Chief Extive Officer of the Corporation. He has held thpssitions since January 1998.
Between March 1996 and January 1998, Dr. Verbiekyesd as Executive Vice President and Chief Opegdlifficer of the Corporation.
Prior to that time, he served as Vice Presiderdgsddrch & Development from January 1993 to Aprd4,%nd as Vice President - U.S.
Business Group from April 1994 to March 1996. Fridovember 1990 until the commencement of his empkytrwith the Corporation, Dr.
Verbicky was employed by General Electric ("GE")naanager of the Environmental Technology Labora&tr@E's Research and
Development Center. He previously served as marafghe Chemical Synthesis Laboratory after joinig in 1979.

As compensation for service as director, each mopl@yee director receives cash compensation andahistock option grants. The
Corporation pays to each r-employee director $1,000 for every meeting of tlo@f8 of Directors attended in person by such direeind



$250 for every telephonic meeting of the Board @wEBtors (or committee thereof) in which such dice@articipates. In addition, pursuant to
the Corporation's Third Amended and Restated 198dkSDption Plan (the "1991 Plan"), the non- empbdirectors of the Corporation
receive annual automatic grants of options to pselshares of Common Stock. During fiscal 1998 e&the non-employee directors
received an automatic grant of options under tfL Flan to purchase 6,000 shares of the Commork Stdair market value as of the date
grant ($21.125 per share), and such options bebaliyerested over the course of that fiscal yedre Board of Directors met 9 times last
year. Each director attended at least 75% of tigeegte of the total number of such meetings oBibard of Directors and the total numl

of meetings held by all committees on which he sgrwith the exception of Dr. McGrath, who atten@&&o of such meetings.

In addition to his regular compensation as a Dineddr. Pappas received additional compensatiomgddiscal 1998 for services rendered
consultant. Pursuant to an arrangement approvedeanchmended by the Option/Compensation Committéta Or. Pappas absent and not
participating), and adopted unanimously by the Badard (with Dr. Pappas absent and not particiggtidr. Pappas earned $30,000 in
consulting fees during the 1998 fiscal year andativard of options under the 1991 Plan to purch@s20P shares of the Common Stock at
fair market values as of the date of the grant (523 per share), which options vest at the ra5é6 per year, commencing with 25% on
October 30, 1997 and 25% on each anniversary énéxt three years thereafter.

COMMITTEES

During fiscal 1998, the Audit Committee of the Bobarf Directors consisted of Mr. Warren Cook, Mr. Gitt and Dr. Pappas. This committ
met two times in fiscal 1998. The functions of fhedit Committee include: (1) making recommendatitm¢he Board of Directors with
respect to the engagement of the independent asid{®) reviewing the audit plans developed byitlitkependent auditors for the annual audit
of the Corporation's books and records and thdtsesfuisuch audit; (3) reviewing the annual finatatatements; (4) reviewing the
professional services provided by the independediters and the auditors' independence; and (3¢weéng the adequacy of the Corporatic
system of internal controls and the responses ttagement letters issued by the independent auditals

(6) reviewing any related party contracts brougtits attention.

During fiscal 1998, the Option/Compensation Comeeitbf the Board of Directors consisted of Mr. RdulCook, Mr. Warren C. Cook, and
Dr. James E. McGrath. This committee met two timegscal 1998. The principal functions of the @ptiCompensation Committee are to
review and approve salary plans and bonus awasdseb as other forms of compensation, and to athteinthe Corporation's stock option
plans pursuant to the terms of such plans.

During fiscal 1998, the Board of Directors estdiid an Environmental, Health and Safety (EHS) Cdtemiwhich consisted of Drs. Pappas
and McGrath and Mr. Warren Cook. The Committee amee in fiscal 1998. The principal functions of fldS Committee are to review and
approve the Corporation's safety programs andysefebrd, and to monitor and make recommendatiotiset Corporation's management on
safety, health, environmental and corporate compéamatters.

OWNERSHIP OF EQUITY SECURITIESBY MANAGEMENT

The table below sets forth information as of AugL&t1998, as reported to the Corporation, aséd#neficial ownership of the Common
Stock of the Corporation by each director, eachinemfor election as a director, and each namedutixe officer, and by all directors and
executive officers as a group.

AMOUNT AND NATU RE OF PERCENTAGE OF
BENEFICIAL OWNE RHIP OUTSTANDING SHARES OF
NAME OF COMMON STOCK (1) COMMON STOCK OWNED

Paul M. Cook (2)............. 323,560 4.11%

Warren C. Cook (3)........... 187,627 2.38%

Michael P. Cushman (4)....... 21,172 *

Robert E. McGill, Il (5) 19,000 *

James E. McGrath ............ 25,500 *

Duane C. Montopoli (6)....... 180,250 2.26%

Moosa E. Moosa .............. 28,250 *

Nicholas Pappas ............. 53,000 *

Thomas C. Platt Ill.......... 10,400 *

Charles Tilgner Il (7)...... 23,697 *

John W. Verbicky ............ 79,938 1.01%

All directors and executive

officers as a group (12 persons) 959,074 11.53%

* Indicates less than 1%

(1) Except as set forth in the footnotes belowhesiockholder has sole investment and voting pawir respect to the shares beneficially
owned. Includes options with respect to sharesash@on Stock that can be exercised on or beforel@ct®, 1998. Assumes exercise of
options covering 54,000 shares for Mr. Paul Codk080 shares for Mr. Warren Cook, 20,938 shareMfoiCushman, 12,000 shares for Mr.
McGill, 18,000 shares for Dr. McGrath, 155,750 gisdior Mr. Montopoli, 23,750 shares for Mr. Moo4&,000 shares for Dr. Pappas, 10,000
shares for Mr. Platt, 20,900 shares for Mr. Tilgrat,438 shares for Dr. Verbicky, and 500,276 shéreall directors and executive office



as a group.
(2) Consists of 269,560 shares held by the PauMeardia Cook Living Trust, as to which Mr. Cook amid wife share voting and investment
power as co-trustees.

(3) Includes 86,300 shares held in trust for theefieof Mr. Warren Cook's two children, as to wiiklr. Cook has no voting or investment
power and disclaims beneficial ownership.

(4) Includes 224 shares held by his two childrentoavhich Mr. Cushman disclaims beneficial owngrsh

(5) Includes 7,000 shares held in a trust of wiithMcGill is a beneficiary and over which Mr. MdGshares voting control.

(6) Includes 4,500 shares held by Mr. Montopolcastodian for his two children, as to which Mr. Mapoli disclaims beneficial ownership.
(7) Includes 15 shares owned by Mr. Tilgner's wafeto which Mr. Tilgner disclaims beneficial owsiaip.

EXECUTIVE COMPENSATION
SUMMARY COMPENSATION TABLE

The table below sets forth certain compensatioorinétion for the fiscal years ended June 30, 19987 and 1996 with respect to the
Corporation's Chief Executive Officers and thosg father executive officers of the Corporation wiere the most highly paid for fiscal
1998.

LONG TERM
COMPENSATION
ANNUA L COMPENSATION AWARDS ALL OTHER
NAME AND PRINCIPAL POSITION YEAR = ----- COMPENS ATION($)(2)
---  SALAR Y($)(1) BONUS($) OPTIONS®#)  --—--—-—-—- e

Duane C. Montopoli (3) 1998 $121, 122 $0 7,000 $22,82 5(4)

President, Chief Executive 1997 $229, 000 $53,000 14,000 $ 7,06 7

Officer and Director 1996 $225, 000 $85,000 18,000 $ 6,82 8
John W. Verbicky (5) 1998 $212, 000 $84,500 (6) 80,000 $ 6,56 2

President, Chief Executive 1997  $180, 000 $44,000 0 $ 1,53 1

Officer and Director 1996 $151, 000 $57,000 98,250 $16,05 0(7)
Michael P. Cushman (8) 1998  $130, 000 $44,000 6,000 $ 3,06 1

Vice President - Americas 1997 $112, 000 $16,000 16,000 $ 71 8

Business Group 1996 $ 96, 000 $20,000 2,250 $ 79 2
Moosa E. Moosa (9) 1998 $143, 000 $44,000 5,000 $ 2,66 8

Vice President - Finance, 1997 $129, 000 $31,500 45,000 $11,25 0 (10)

Treasurer and Chief

Financial Officer
Thomas C. Platt 11l (11) 1998  $115, 000 $37,000 40,000 $ 1,06 9

Vice President -

General Counsel
Charles Tilgner Il 1998  $115, 000 $35,000 4,000 $ 6,45 3

Vice President and 1997 $111, 000 $25,000 5,300 $ 5,88 1

Director of U.S Operations 1996 $107, 000 $40,000 6,000 $ 4,29 4

& Engineering

(1) Salary includes amounts deferred pursuanteédCirporation's 401(k) Plan.

(2) All Other Compensation includes (i) the Corgimnals matching contributions, and discretionaryrpants made by the Corporation, under
the Corporation's 401(k) Plan, and (ii) life insuca premiums paid by the Corporation on behalhefriamed executive officer.

(3) Served as President and Chief Executive Ofticeyugh January 2, 1998. Thereafter, Mr. Montopetived only as a Director.

(4) Also includes payment for unused vacation.

(5) Served as Executive Vice President and Chiefr@mg Officer through January 2, 1998. Since tiaé, Dr. Verbicky has served as
President and Chief Executive Officer and served B&rector from October 30, 1997.

(6) Pursuant to the terms of Dr. Verbicky's empleptragreement, the Corporation has forgiven $10¢0@@debtedness owed by Dr.
Verbicky to the Corporation during 1998.

(7) Pursuant to the terms of Dr. Verbicky's empleptnagreement, the Corporation has forgiven $1500@@debtedness owed by Dr.
Verbicky to the Corporation for fiscal 1996.

(8) Mr. Cushman became an officer of the Corporatis of July 1, 1997.

(9) Mr. Moosa joined the Corporation in July 1996.

(10) Pursuant to the terms of Mr. Moosa's employinagneement, the Corporation paid Mr. Moosa a $i®digning bonus at the
commencement of his employment.

(11) Mr. Platt joined the Corporation in July 1997.

Option Grantsin Last Fiscal Year



The following table discloses information regardsigck options granted during the fiscal year entieee 30, 1998 pursuant to the
Corporation's Third Amended and Restated 1991 Siption Plan to the individuals listed in the Summyn@ompensation Table. In
accordance with Securities and Exchange Commissies, also shown are the hypothetical gains otidospreads,” on a pre-tax basis, that
would exist for the respective options. These gahmesbased on assumed rates of annual compoundpstoe appreciation of 0%, 5% and
10% from the date the options were granted ovefulheption term of ten (10) years.

INDIVIDUAL GRANT S

POTENTIAL REALIZABLE V ALUE AT
% OF TOTAL ASSUMED ANNUAL RATES OF

OPTIONS GRANTE D STOCK PRICE APPRECIATI ON FOR

OPTIONS TO EMPLOYEES EXERCISE EXPIRATION OPTION TERM

NAME GRANTED(#)(1) IN FY 1998 PRICE (PER SH) DATE 0% 5% 1 0%
Duane C. Montopoli 7,000 2.56% $19.9375 8/5/07 $ 0 $87,770 $222, 427
John W. Verbicky 8,000 2.92 $19.9375 8/5/07 $ 0 $100,309 $254, 202
John W. Verbicky 72,000 26.29% $21.1250 9/8/07 $ 0 $956,549 $2,424, 082
Michael P. Cushman 6,000 2.19% $19.9375 8/5/07 $ 0 $75,232 $190, 651
Moosa E. Moosa 5,000 1.83% $19.9375 8/5/07 $ 0 $62,693 $158, 876
Thomas C. Platt Il 40,000 14.60% $19.5625 7/28/07 $ 0 $492,110 $1,247, 103
Charles Tilgner Il 4,000 1.46% $19.9375 8/5/07 $ 0 $50,154 $127, 101

(1) Each option grant is exercisable, cumulativadyincrements of 25% on each of the first fourisarsaries of the grant date. Options
granted to executive officers provide for accekdatesting in the event of a change in controhef@orporation.

AGGREGATED OPTION EXERCISESIN LAST FISCAL YEAR AND FISCAL YEAR END OPTION VALUES

The following table sets forth information as tdiops exercised during the fiscal year ended Jnd 398, and unexercised options held at
the end of such fiscal year, by the individualtelisin the Summary Compensation Table.

VALUE OF UNEXERCISED

NU MBERS OF UNEXERCISED IN-THE MONEY OPTIONS
SHARES ACQUIRED VALUE (@] PTIONS AT 6/30/98(#) AT 6/30/98(%)
NAME ON EXERCISE(#) REALIZED($) EXE RCISABLE/UNEXERCISABLE EXERCISABLE/UNEXERCISABLE(1)
Duane C. Montopoli 0 0 143,000/29,500 1,576,750/203,094
John W. Verbicky 0 0 54,126/131,374 447,069/419,733
Michael P. Cushman 11,250 118,887 13,939/20,061 140,653/109,097
Moosa E. Moosa 0 0 11,250/38,750 76,641/234,297
Thomas C. Plattlll 0 0 0/40,000 0/50,000
Charles Tilgner Il 0 0 17,075/10,975 143,158/58,520

(1) Value is based on the closing sale price of &225 per share of the Common Stock as of Jun2%®B (the last trading date during fiscal
1998) minus the exercise price.

DEFINED BENEFIT PLAN

The Corporation maintains a defined benefit penpian (the "Defined Benefit Plan") for its U.S. dioyees. The following table shows the
estimated annual benefit payable at age 65 up@emetnt to participants in the Corporation's DdfifBenefit Plan at the specified
compensation and years-of- service classifications.

Year s of Service
10 15 20 25 and over
Range of Officer =~ Range of O fficer ~ Range of Officer = Range of Officer
Average Birth Dates Birth Da tes Birth Dates Birth Dates
Remuneration* 1960 1935 1960 1935 1960 1935 1960 1935

$100,000 $9,700 $11,700 $14,500 $ 17,500 $19,400 $23,300 $24,200 $29,100
125,000 13,200 15,100 19,700 22,700 26,300 30,300 32,900 37,800
150,000 16,600 18,600 25,000 27,900 33,300 37,200 41,600 46,500
175,000 20,100 22,100 30,200 33,100 40,200 44,200 50,300 55,200
200,000 23,600 25,600 35,400 38,300 47,200 51,100 59,000 63,900
225,000 27,100 29,000 40,600 43,500 54,100 58,100 67,700 72,600
250,000 30,500 32,500 45,800 48,800 61,100 65,000 76,300 81,300
275,000 34,000 36,000 51,000 54,000 68,000 72,000 85,000 90,000

* Represents the average annual compensation paitgdhe sixty (60) months preceding retirem:



Compensation for purposes of computing retiremenglfits under the Defined Benefit Plan includeargaand only those bonuses paid under
the Corporation's sales incentive program. Foptirpose of computing retirement benefits undeiéBned Benefit Plan, compensation for
fiscal 1998, reported to the pension trustee inustd 998, for Mr. Montopoli was $138,032, for DreMicky was $212,394 for Mr. Cushman
was $130,000, for Mr. Moosa was $143,394, for MattRvas $115,385, and for Mr. Tilgner was $115,221

Benefits are computed on a straidjfg-annuity basis and, in general, are payablethigrtommencing at age 65. Early retirement is pebeat
between the ages of 55 and 65, but at a consigeratiliced benefit and subject to certain restmstidenefits are not subject to any reduc
for social security or other offset amounts.

For the purpose of computing retirement benefitdenthe Defined Benefit Plan, on June 30, 1998@&ishman had 20 years of credited
service; Mr. Montopoli had 12 years; Mr. Moosa,eass; Mr. Platt, 1 year; Mr. Tilgner, 20 years; &rdVerbicky, 5 years.

EXECUTIVE EMPLOYMENT AGREEMENTS

The Corporation entered into an employment agreémigin Duane C. Montopoli, the President and Clirécutive Officer of the
Corporation, as of May 29, 1992 (the "Montopoli Hayment Agreement"). Mr. Montopoli's former annbalse salary under the Montopoli
Employment Agreement was $235,000, subject to dmeugw and increase by the Board of Directorthef Corporation. Under the
Montopoli Employment Agreement as amended, Mr. Mpaoti was eligible to participate in the Chemfabr@woate Officer Bonus Plan and
may receive an annual cash bonus depending ondipofation's financial performance for the yeartik@rmore, Mr. Montopoli was entitled
to fringe benefits under the Montopoli Employmemrédement, including life insurance, health insueaasd a company car. (See
Option/Compensation Committee Reports.) Mr. Montopasigned as President and Chief Executive Offafehe Corporation effective as
January 2, 1998. He has continued to serve agetairof the Corporation since that date.

In planning for Mr. Montopoli resignation, the Bdaof Directors named Dr. John W. Verbicky, the Bxae Vice President and Chief
Operating Officer of the Corporation, to succeed Montopoli as the Corporation's President and {bkecutive Officer as of January 2,
1998. Effective September 8, 1997, the Corporai@ption/Compensation Committee increased Dr. \¢&ys annual base salary to
$220,000 and granted him options to purchase 7Zb8fes of the Corporation's Common Stock at & @fi¢21.125 per share that will vest
at the rate of 25% per year.

Under Dr. Verbicky's current employment agreemeitti tihe Corporation (the "Verbicky Employment Agmeent"), Dr. Verbicky's annual
base salary is subject to annual review and inerbgghe Board of Directors of the Corporation. Yderbicky is also eligible to participate in
the Chemfab Corporate Officer Bonus Plan and megive an annual cash bonus depending on the Cdiquosafinancial performance for
the year. Furthermore, Dr. Verbicky is entitledriage benefits under the Verbicky Employment Agneait, including life insurance, health
insurance and a company catr.

(See Option/Compensation Committee Reports.)

The Verbicky Employment Agreement also provides Bra Verbicky's employment with the Corporationynige terminated by either Dr.
Verbicky or the Corporation, at any time and foy a@ason whatsoever, by giving up to ninety (9@)staritten notice of termination. If the
Corporation terminates Dr. Verbicky's employmendemcertain specified circumstances, the Corparatii continue to pay Dr. Verbicky's
base salary and fringe benefits for a period oér{#) months following such termination. These pagta would be subject to offset by the
amount of any salary or bonus received by Dr. \Gpfrom subsequent employment (unless such tetiomaccurs after a sale of the
Corporation). The Verbicky Employment Agreementteérs similar compensation provisions in the evbat Dr. Verbicky's employment
with the Corporation terminates as a result ofdeiath or disability, except that, in the case af\Barbicky's disability, the compensation
payable by the Corporation to Dr. Verbicky is expedo be funded, in part, from disability insurarmoverage maintained by the
Corporation.

The Verbicky Employment Agreement contains provisior an interest- free loan by the CorporatioDtoVerbicky in the amount of
$50,000, which loan is to be forgiven over a fiveayperiod in equal annual amounts and complettéieiCorporation terminates Dr.
Verbicky's employment under certain specified ainstances.

The Corporation also has employment agreementstwitother corporate officers, Mr. Moosa E. Modgie President - Finance, Treasurer
and Chief Financial Officer, and Thomas C. PlditVice President - General Counsel and Adminigiratand Secretary. If the Corporation
terminates Mr. Moosa's or Mr. Platt's employmerdancertain specified circumstances, the Corparatiill continue to pay Mr. Moosa's or
Mr. Platt's base salary and fringe benefits, acése maybe, for a period of six (6) months follogvsuch termination. These payments would
be subject to offset by the amount of any salafyamus received by Mr. Moosa or Mr. Platt from sdigent employment (unless such
termination occurs after a sale of the Corporation)

OPTION/COMPENSATION COMMITTEE REPORT
ON EXECUTIVE OFFICER COMPENSATION

COMPENSATION PHILOSOPHY AND OBJECTIVES

The Corporation's executive officer compensatiomscsis of three primary components: base salanyarbonuses, and grants of stock
options. Each component is intended to furtheiQbeporation's overall compensation philosophy, anachieve the compensation objecti



of the Corporation. The Corporation's compensatitiitosophy is that executive officer compensatibawdd reflect the value created and
protected for shareholders, while furthering theg@oation's short and long-term strategic goals\aldes by aligning compensation with
business objectives and individual performanceriSimad longterm compensation should motivate and reward raghl$ of performance ai
are geared to attract and retain qualified exeeudf¥icers.

The Corporation's executive officer compensatiaygpmm is based on the following principles and ofiyes:
o Competitive, Fair and Balanced Compensation

The Corporation is committed to providing an exaeubfficer compensation program that helps atteact retain highly qualified executive
officers. To ensure that compensation is competitiite Corporation compares its compensation pexctvith those of other companies and
compensation for similar positions in the markete TCorporation also seeks to achieve a balandeeafdmpensation paid to a particular
individual and the compensation paid to other etieewfficers inside the Corporation, and strivesthieve a balance between the fixed and
variable components, and between the short andtkmng components, of each executive officer's carapgon.

o Performance

Executive officers are rewarded based upon botparate and individual performance. Corporate perforce is evaluated by reviewing the
extent to which strategic and business plan goalsnet. Individual performance is evaluated byewing the achievement of specified
individual objectives and the degree to which thkecative officer contributed to the overall succekthe Corporation and the management
team.

In evaluating each executive officer's performarioce,Corporation generally follows the process dbed below:

o Prior to or shortly after the beginning of eaisicdl year, the Corporation's goals and objectiresset through the preparation of the annual
plan, which is reviewed with, and ultimately appedwby, the full Board of Directors. Dr. Verbickypets to the Board on the Corporation's
progress toward achieving its strategic goals gatating plan throughout the year at quarterly Baaeetings and at other times as
necessary.

o In conjunction with the August Board meeting, @gtion/Compensation Committee (the "Committee"gtaavith Dr. Verbicky to review
the performance of each executive officer othentba Verbicky during the fiscal year just endedthwparticular emphasis on the
contribution made toward the attainment of the @eaipon's goals and objectives for that year. At time, Dr. Verbicky makes specific
salary, bonus and option award recommendatiorfset@€bmmittee for each executive officer. Based wgdbthe information available,
including the performance of the individual offiGard compensation information for individuals holgisimilar positions in other companies,
the Committee makes the final determination ofghlary, bonus and option awards for each execoffieer.

o At the same time, the Committee also addresseartaspects of Dr. Verbicky's compensation. Simeebase salary level is set by his
Employment Agreement (see "EXECUTIVE COMPENSATIGNExecutive Employment Agreement" above), this ahgletermination by
the Committee relates only to his annual salaryeiase, if any, the discretionary portion of hisw@adrbonus and stock option grants.

COMPENSATION FOR FISCAL 1998
Salary

As described above, the Committee sets the baaey $al executive officers after reviewing the GHixecutive Officer's recommendations
and evaluations of performance, compensation forpetitive positions in the market and the histdrazanpensation levels of the executive
officers. In Dr. Verbicky's case, this process &mpbnly to any annual increase in his base saladgr the Verbicky Employment Agreeme
At its August 1997 meeting, the Committee reviewslsalaries of the Corporation's executive officercluding Dr. Verbicky, and the
Corporation's financial performance for fiscal yeaded June 30, 1997. Based upon this review, tinen@ittee concluded that increases
ranging from 2.2% to 22.2% were appropriate for smhthe executive officers.

Bonus Awards

For fiscal 1998, the Corporation's executive officéncluding Dr. Verbicky, were eligible to receibbonuses pursuant to the terms of the
Chemfab Corporate Officer Bonus Plan (the "Plawlich was approved by the Committee early in fid&88. Under the terms of the Plan,
executive officer bonuses are paid from a bonus wbih is funded based upon a formula tied toGloeporation's consolidated pretax profit
for the year. The individual's total bonus oppoityis divided into two components: 60% of the oppaity is tied to the individual's
annualized base pay as of July 1, 1997 (excef@fo¥erbicky whose base was as of September 9, a88'Mr. Platt's whose base was as of
his employment date) and 40% is variable based apassessment by the Committee of the individaahsevements and contributions to
the success of the business during the year.

Based upon the Corporation's actual pretax profififcal 1998, the total bonus pool created unldeiChemfab Corporate Officer Bonus F
was $274,000, which represented approximately 32#ffte base salaries of the executive officer grasia whole. The bonus paymen



Dr. Verbicky for fiscal 1998 was $84,480, which megented approximately 38% of his base pay. Ther dttur most highly paid executive
officers received bonus payments equal to appraein82% of their base pay in the aggregate. Theseunts were paid in August 1998.

Stock Option Grants

The Committee believes that stock options have badiremain an excellent vehicle for compensatingleyees. Because the option
exercise price for the employee is generally tlenfarket value of the stock on the date of grantployees recognize a gain only if the value
of the stock increases. Thus, employees with sbptions are rewarded for their efforts to improwedterm performance of the Corporatic
stock. The size of stock option grants is genelatignded by the Committee to reflect the executiffieer's position with the Corporation &
his other contributions to the Corporation, whileéhee same time considering his other prior equdldings in the Corporation and the stock
option awards made to other executive officerhief@orporation. Grants to executive officers unilerstock option program typically

involve a four-year vesting period (subject to de@@ed vesting upon a change of control of thepGation) to encourage key employees to
continue in the employ of the Corporation. At itaguist 1998 meeting, the Compensation Committegeptastock options to the named
officers as follows: Dr. Verbicky, 15,000 shares;. l@ushman, 10,000 shares; Mr. Moosa, 12,000 shisire®latt, 7,000 shares; and Mr.
Tilgner, 4,000 shares.

Conclusion

The Committee believes that the total fiscal 198l&ted compensation of the Chief Executive Offened each of the other named officers, as
described above, including the bonus awards arut station grants made in August 1998, is fair, enaell within the range of
compensation for executive officers in similar piosis at comparable companies.

Option/Compensation Committee

Paul M. Cook
Warren C. Cook
James E. McGrath

CERTAIN TRANSACTIONS

In February 1995, Gabriel P. O'Gara, who was aicefof the Corporation until June 2, 1997 and whoently is a consultant to the
Corporation, acquired a 50% ownership interestatn&rgill Engineered Fabrics ("FEF"), which is amroercial weaver of specialty fibers in
England. FEF is also a raw material supplier toGbeporation's U.K. and Irish subsidiaries, and swite site on which the U.K. subsidiary
operates. The Corporation has entered into a ladeelated agreements with FEF which provide fmimmum annual payments by the
Corporation to FEF of approximately $65,000 foregiqd of at least five years. During the fiscaliyeaded June 30, 1998, the Corporation's
U.K. and Irish subsidiaries purchased an aggregfe#¢,351,000 of woven materials from FEF and paiciggregate of $542,000 for rent and
shared services. At June 30, 1998, the amount @B EF for material purchases and services waggregate of $362,000.

On June 2, 1997, Gabriel O'Gara terminated his eynpént with Chemfab Europe, resigned his officethefCorporation and entered into a
consultancy agreement with the Corporation andubsidiaries (the "Consulting Agreement"). The @dtitsgy Agreement requires that Mr.
O'Gara provide various consulting services to thgp@ration and/or its subsidiaries. In considerafmr these services, the Corporation ar
its subsidiaries have agreed to pay Mr. O'Garaldting fees at the average rate of IR Pounds 6p2inonth and provide him with certain
other benefits costing approximately IR Pounds @ 86 month. The Consulting Agreement terminateBecember 31, 1999, unless sooner
terminated by the Corporation for cause or by MG&a upon notice to the Corporation.

The Company's Board of Directors (with Dr. Papgdaseat and abstaining) negotiated and, upon recomtatien of its Audit Committee,
approved entering into a consulting relationshighvidr. Nicholas Pappas, who currently serves asr@iaa of the Company's Board of
Directors. On October 30, 1997, the Company acogtdientered into a Consulting Agreement with Dappas to reflect the terms negotia
and approved by the Board. The Consulting Agreemesqtires that Dr. Pappas provide various on-getrategic consulting services to the
Company from and after October 30, 1997. In comatitan for these consulting services, Dr. Pappas avearded a one-time, non-qualified
stock option to purchase 20,000 shares of the Coy'gp&ommon Stock at a price of $21.125 per shtheeqlosing price on the date the
Board of Directors approved the Consulting Agreetnérhis option vests at a rate of 25% per yeammencing with the first 25% on
October 30, 1997 and continuing on each anniversittyat date for the next three years. The Comgulgreement also requires the
Company to pay Dr. Pappas $10,000 quarterly wigtfitlst payment being made on December 30, 199 .Adnsulting Agreement may be
canceled by either party with thirty days notice.

On December 1, 1997, the Company entered into @amir{the "Contract") for a twelve-month resegpebject with Virginia Polytechnic
Institute and State University and Virginia Teckeltectual Properties ("VPI"). Under the termsoé Contract, the Company is required to
pay VPI $60,000 over twelve months to cover faetitand equipment costs and the costs of time atédrials for the research services
rendered by VPI graduate students supervised byNlo&rath and Wilkes (an associate of Dr. McGralline agreement between the parties
does not contemplate that any compensation or #rgr consideration will be paid to Dr. McGrath ar. Bilkes. The Company has the right
under the Contract, upon payment of additional ickamation, to acquire exclusive license(s) for imi@ns and other intellectual property
conceived (in whole or in part) by VPI from thisi@mct. Dr. McGrath is the Ethyl Chaired Professio€hemistry at VPI and serves as a
Director of the Company. The Board of Directorsttwdr. McGrath abstaining), upon the recommendatibits Audit Committee, found that
the Contract was negotiated at arm's length, alieMas that the Contract with VPI is in the Comparbest interests, and has approved



ratified its execution.

Each of the above transactions was negotiatedratlangth, and the Company believes that each traonsastis on terms no less favorabl
the Company than could have been obtained at angtH negotiations with third parties.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMRANCE

Under Section 16(a) of the Securities ExchangeofAd934, as amended, the Company's directors anaircef its officers and persons
holding more than ten percent of the Company's Com8tock are required to report their ownershithefCommon Stock and any changes
in such ownership to the Securities and Exchangerfiission and the Company. Based on the Company&saef copies of such reports,
untimely reports were made during the fiscal yewteel June 30, 1998.

SHAREHOLDER RETURN PERFORMANCE GRAPH

The following graph compares the performance ofGbgporation's Common Stock to the Russell 200@xrehd the Dow Jones Specialty
Chemicals Index since June 30, 1993. The graphrassthat the value of an investment in the Corpmrat Common Stock and each index
was $100 at June 30, 1993 and that all dividends weenvested. The total cumulative return refldétethe graph below in respect of the
fiscal year ended June 30, 1994 and June 30, 1@9bden computed based on the closing sale pribe @orporation's Common Stock on
June 29 and June 27, respectively, the last trafiyg of the Corporation's Common Stock in sudatafigears.

CUMULATIVE TOTAL RETURN

6/93 6/94 6/95 6/96 6/97 6/98
CHEMFAB CORPORATION CFA 100 112 150 195 293 290
RUSSELL 2000 IR20 100 104 125 155 181 215

DJ SPECIALTY CHEMICALSICHS 100 101 131 144 172 185
RATIFICATION OF INDEPENDENT AUDITORS

Based upon the recommendation of its Audit Commjttiee Board of Directors has selected the firerofst & Young LLP as the
independent auditors of the Corporation for thedigear ending June 30, 1999. Ernst & Young Lldgéther with one of its predecessor
firms, Arthur Young & Company) have acted in suapacity for the Corporation since the 1980 fisaary The Board will propose at the
Meeting that the shareholders ratify this selection

Representatives of Ernst & Young LLP are expeabdokt present at the Meeting and will be affordeddbportunity to make a statement if
they so desire and to respond to appropriate quessti

The affirmative vote of a majority of the sharesG@immon Stock present at the Meeting, in persdsy@roxy, is required for the ratification
of the appointment of Ernst & Young LLP as the Qugtion's auditors. If the proposal to ratify thmpaintment of Ernst & Young LLP is not
approved, the Board of Directors will select angaipt an independent accounting firm for the figesdr ending June 30, 1999 without
further shareholder action.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" THEROPOSAL TO APPROVE THE SELECTION OF ERNST &
YOUNG LLP AS THE INDEPENDENT AUDITORS OF THE CORP®RION FOR THE FISCAL YEAR ENDING JUNE 30, 1999, AND
PROXIES SOLICITED BY THE BOARD WILL BE VOTED IN FAWR THEREOF UNLESS A SHAREHOLDER HAS INDICATED
OTHERWISE ON THE PROXY.

MISCELLANEOUS
OTHER MATTERS

The Board of Directors does not know of any othatters that may be presented at the Meeting, efoepbutine matters. If other business
does properly come before the Meeting, howeverp#drsons named on the accompanying proxy interdt®on such matters in accordance
with their best judgment.

1999 SHAREHOLDER PROPOSALS

In order for shareholder proposals to be preset#ine Corporation's 1998 annual meeting of shddehs such proposals must be received
by the Secretary of the Corporation at the Corpamé principal office in Merrimack, New Hampshiret later than May 26, 1999 for
inclusion in the proxy statement for that meetisghject to the applicable rules of the Securitieds Bxchange Commission. Delivery of such
proposals should be by Certified Mail, Return RptBiequestec



ANNUAL REPORT ON FORM 10-K

The Corporation's Annual Report on FormK @without exhibits) is included in the Corporatisnnual Report to Shareholders, and is b
furnished to shareholders of record together Witk Proxy Statement. Requests for additional cogfesild be directed to: Secretary,
Chemfab Corporation, 701 Daniel Webster Highwa@.MBox 1137, Merrimack, New Hampshire 03054.

September 23, 1998
ANNEX

FORM OF PROXY CARD
{SIDE ONE}

CHEMFAB CORPORATION
PROXY SOLICITED BY THE BOARD OF DIRECTORSFOR
1998 ANNUAL MEETING OF SHAREHOLDERS ON OCTOBER 29, 1998

The undersigned hereby appoints John W. VerbicklyTdromas C. Platt Il and each of them proxieshemith power of substitution, to vote
at the 1998 Annual Meeting of Shareholders of CHRBFCORPORATION to be held on October 29, 1998 (idahg any adjournments or
postponements thereof), with all the powers theeusighed would possess if personally present, esifsgd on the reverse side of this ballot
on the election of directors, and the selectioawfitors and, in accordance with their discret@mmany other business that may come before
the meeting, and revokes all proxies previoushegilsy the undersigned with respect to the shanesred hereby.

(TO BE CONTINUED AND SIGNED ON THE OTHER SIDE)
{SIDE TWO}

Please date, sign and mail your
proxy card back as soon as possible!

Annual Meeting of Shareholders
CHEMFAB CORPORATION

October 29, 1998
Please Detach and Mail in the Envelope Provided

A [X] PLEASE MARK YOUR
VOTE AS IN THIS

EXAMPLE.
FOR ALL NOMINEES WITHHOLD
LISTED AT RIGHT AUTHORITY

(EXCEPT AS WITHHELD IN  (TO VOTE FOR
THE SPACE BELOW) NOMINEES LISTED

AT RIGHT) N OMINEES: Paul M. Cook
Warren C. Cook
1. ELECTION [ ] [ 1 Robert E. McGill, Il
OF James E. McGrath
DIRECTORS Duane C. Montopoli

Nicholas Pappas
John W. Verbicky

INSTRUCTION: TO WITHHOLD AUTHORITY TO VOTE FOR ANY
INDIVIDUAL NOMINEE, WRITE THAT NOMINEE'S NAME IN
THE SPACE PROVIDED BELOW.

FOR AGAINST ABSTAIN
2. SELECTION OF AUDITORS: [ 1] [ 1] [ 1]
The Board of Directors recommends a
vote FOR the proposal to Approve the
selection of Ernst & Young LLP as
independent auditors.



THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED INHE MANNER DIRECTED HEREIN BY THE SHAREHOLDER.
IF NO CONTRARY SPECIFICATION IS MADE, THIS PROXY WL BE VOTED FOR THE ELECTION OF THE NOMINEES OF THE
BOARD OF DIRECTORS, AND FOR THE PROPOSAL RESPECTISELECTION OF THE AUDITORS AND UPON SUCH OTHER
BUSINESS AS MAY PROPERLY COME BEFORE THE MEETING NHE APPOINTED PROXIES' DISCRETION.

PLEASE DATE, SIGN AS NAME APPEARS HEREON, AND RETBRTHIS PROXY IN THE ENCLOSED ENVELOPE, WHETHER (
NOT YOU EXPECT TO ATTEND THE MEETING. YOU MAY NEVERHELESS VOTE IN PERSON IF YOU DO ATTENI

THE UNDERSIGNED HEREBY ACKNOWLEDGE(S) RECEIPT OF A COPY OF THE ACCOMPANYING NOTICE OF 1998
ANNUAL MEETING OF SHAREHOLDERSAND RELATED PROXY STATEMENT.

SIGNATURE DATE SIGNATURE DATE NOTE: (Executors, administs trustees,
custodians, etc. should indicate capacity in wisigiming. When stock is held in the name of more thiae person, each person should sig
proxy.)

End of Filing
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