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BENTLEY PHARMACEUTICALS, INC.
BENTLEY PARK
2 HOLLAND WAY
EXETER, NH 03833

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
May 24, 2005

To the stockholders of Bentley Pharmaceuticals, Inc.:

NOTICE IS HEREBY GIVEN that the 2005 Annual Meeting of Stockholders of BENTLEY PHARMACEUTICALS, INC., a
Delaware corporation, will be held on Tuesday, May 24, 2005 at 9:00 a.m., local time, at Wentworth by the Sea Marriott Hotel, located at 588
Wentworth Road, New Castle, New Hampshire 03854 for the purpose of considering and acting upon the following matters:

(1)
The election of two Class III directors to serve until the 2008 Annual Meeting of Stockholders, or until the election and
qualification of their respective successors.

(2)
The approval of a consolidation of all shares that are, or may hereafter become, available under our existing option plans and
certain other outstanding options into a new 2005 Equity and Incentive Plan, including approval of its material terms and
performance goals for purposes of Internal Revenue Code Section 162(m).

(3)
The transaction of such other business as may properly be brought before the meeting or any adjournment or postponement
thereof.

        The Board of Directors has fixed the close of business on April 5, 2005 as the record date for the determination of stockholders entitled to
notice of, and to vote at, the annual meeting. A complete list of the stockholders entitled to vote will be available for inspection by any
stockholder during the annual meeting; in addition, the list will be open for examination by any stockholder, for any purpose germane to the
annual meeting, during ordinary business hours, for a period of at least 10 days prior to the annual meeting, at our principal place of business
located at Bentley Park, 2 Holland Way, Exeter, New Hampshire 03833.

        You are cordially invited to attend the annual meeting. Whether or not you intend to attend the annual meeting, you are urged to
complete, sign and date the enclosed form of proxy, and return it promptly in the enclosed reply envelope. No postage is required if
mailed in the United States. You may also vote by telephone. Instructions for voting by telephone are on your proxy card. If you hold your
shares through a bank, broker or other nominee, it will give you separate instructions for voting your shares. Returning your proxy or voting by
telephone does not deprive you of your right to attend the meeting and to vote your shares in person. This solicitation is being made on behalf of
our Board of Directors.

By Order of the Board of Directors

MICHAEL D. PRICE
Secretary

Exeter, NH
April 13, 2005
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BENTLEY PHARMACEUTICALS, INC.
Bentley Park
2 Holland Way
Exeter, NH 03833

PROXY STATEMENT
For Annual Meeting of Stockholders

May 24, 2005

        The Board of Directors of Bentley Pharmaceuticals, Inc., a Delaware corporation, is soliciting your proxy in the accompanying form for use
at the 2005 Annual Meeting of Stockholders to be held on Tuesday, May 24, 2005 at 9:00 a.m., local time at Wentworth by the Sea Marriott
Hotel, located at 588 Wentworth Road, New Castle, New Hampshire 03854 and at any adjournments or postponements thereof. This proxy
statement is being mailed to stockholders on or about April 13, 2005.

General Information About Voting

        All proxies received will be voted in accordance with the specifications made thereon or, in the absence of any specification, for the
election of all of the nominees named herein to serve as directors and for the approval of Bentley's 2005 Equity and Incentive Plan. Any proxy
given pursuant to this solicitation may be revoked any time prior to the exercise of the powers conferred thereby by notice in writing to Michael
D. Price, our Corporate Secretary, at Bentley Park, 2 Holland Way, Exeter, New Hampshire 03833, by execution and delivery of a written
revocation or a duly executed proxy of a later date or by voting in person at the meeting.

        Only holders of record of our issued and outstanding common stock, $.02 par value, as of the close of business on April 5, 2005 will be
entitled to notice of, and to vote at, the annual meeting. As of the record date, there were issued and outstanding 21,319,786 shares of our
common stock, each of which is entitled to one vote upon each matter at the meeting. The holders of a majority of the shares entitled to vote and
present in person or by proxy at the meeting will constitute a quorum for the transaction of business. Proxies submitted which contain
abstentions or broker non-votes will be deemed present at the meeting in determining the presence of a quorum. Broker non-votes are proxies
submitted by brokers that do not indicate a vote for one or more proposals because the brokers do not have discretionary voting authority and
have not received instructions from the beneficial owners on how to vote on these proposals. A plurality of the votes cast at the meeting will be
required for the election of directors. Abstentions, broker non-votes and votes withheld will not be treated as votes cast for this purpose and will
not affect the outcome of the election. Approval of Bentley's 2005 Equity and Incentive Plan requires an affirmative vote of a majority of the
shares represented in person or by proxy at the annual meeting and entitled to vote on this proposal. Abstentions will count as votes against this
proposal, and broker non-votes will not be counted.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

        The following table sets forth information as of April 5, 2005 as to (i) each person (including any "group" as that term is used in
Section 13(d)(3) of the Securities Exchange Act of 1934, as amended) who we know to be the beneficial owner of more than five percent of our
common stock, (ii) all of the named executive officers in the Summary Compensation Table, (iii) each director and nominee for director, and
(iv) all named executive officers and directors as a group.

        Unless otherwise indicated, we believe that all persons named in the table have sole voting and investment power with respect to all
securities beneficially owned by them. Beneficial ownership exists when a person either has the power to vote or sell common stock. A person is
deemed to be the beneficial owner of securities that he or she can acquire within 60 days from the applicable date, whether upon the exercise of
options or otherwise. Except as otherwise indicated, the address of each beneficial holder is c/o Bentley Pharmaceuticals, Inc., Bentley Park,
2 Holland Way, Exeter, New Hampshire 03833.

Name and Address of Beneficial Owner

Number of Shares of
Common Stock

Beneficially Owned

Percentage of
Common
Stock

Outstanding

5% stockholders:
Citigroup Inc.
399 Park Avenue
New York, NY 10043

2,572,683(1) 12.1%

Wall Street Associates
1200 Prospect Street, Suite 100
La Jolla, CA 92037

1,159,200(2) 5.4%

Named Executive Officers:
James R. Murphy
Chairman of the Board, President and Chief Executive Officer

1,159,936(3) 5.2%

Michael D. Price
Vice President, Chief Financial Officer, Secretary and Treasurer

582,108(4) 2.7%

Adolfo Herrera
Managing Director of European Subsidiaries

247,000(5) 1.1%

Robert M. Stote, M.D.**
Chief Medical Officer

680,447(6) 3.1%

Robert J. Gyurik**
Vice President of Pharmaceutical Development

344,058(7) 1.6%

Non-Employee Directors:
Michael McGovern 3,198,428(8) 14.6%
Miguel Fernandez 155,068(9) *
John W. Spiegel 71,000(10) *
F. Ross Johnson 32,500(11) *
Edward J. Robinson 28,000(11) *
All named executive officers and directors as a group (10 persons) 6,498,545(12) 26.3%

*
Less than one percent

**
These individuals remain executive employees of Bentley, but they ceased to be designated as executive officers during 2004.
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(1)
The number of shares is based on information contained in a Schedule 13G filed on February 14, 2005. Citigroup Inc. filed the
Schedule 13G with Smith Barney Fund Management, LLC, 333 West 34th Street, New York, NY 10001, and Citigroup Global Market
Holdings, Inc., 388 Greenwich Street, New York, NY 10013, as a group, indicating shared voting and dispositive power over certain
of the securities held.

(2)
The number of shares is based on information contained in a Schedule 13G filed on February 14, 2005.

(3)
Includes 100 shares of common stock owned by Mr. Murphy's son, as to which Mr. Murphy disclaims beneficial ownership, and 8,849
shares of common stock held in Mr. Murphy's 401(k) Retirement Plan account. Also includes 1,000,000 shares of common stock
issuable upon exercise of vested stock options and 25,000 shares of common stock issuable upon exercise of stock options that become
exercisable within 60 days of April 5, 2005.

(4)
Includes 6,906 shares of common stock held in Mr. Price's 401(k) Retirement Plan. Also includes 496,500 shares of common stock
issuable upon exercise of vested stock options and 12,500 shares of common stock issuable upon exercise of stock options that become
exercisable within 60 days of April 5, 2005.

(5)
Includes 214,500 shares of common stock issuable upon exercise of vested stock options and 15,000 shares of common stock issuable
upon exercise of stock options that become exercisable within 60 days of April 5, 2005.

(6)
Includes 8,947 shares of common stock held in Dr. Stote's 401(k) Retirement Plan, 577,500 shares of common stock issuable upon
exercise of vested stock options, and 7,500 shares of common stock issuable upon exercise of stock options that become exercisable
within 60 days of April 5, 2005.

(7)
Includes 10,970 shares of common stock owned by Mr. Gyurik's IRA and 7,088 shares of common stock held in Mr. Gyurik's 401(k)
Retirement Plan. Also includes 260,000 shares of common stock issuable upon exercise of vested stock options and 20,000 shares of
common stock issuable upon exercise of stock options that become exercisable within 60 days of April 5, 2005.

(8)
Includes 519,200 shares of common stock issuable upon exercise of vested stock options and 20,000 shares of common stock issuable
upon exercise of stock options that become exercisable within 60 days of April 5, 2005.

(9)
Includes 137,100 shares of common stock issuable upon exercise of vested stock options and 5,000 shares of common stock issuable
upon exercise of stock options that become exercisable within 60 days of April 5, 2005.

(10)
Includes 65,000 shares of common stock issuable upon exercise of vested stock options and 5,000 shares of common stock issuable
upon exercise of stock options that become exercisable within 60 days of April 5, 2005.

(11)
Includes 15,000 shares of common stock issuable upon exercise of vested stock options and 5,000 shares of common stock issuable
upon exercise of stock options that become exercisable within 60 days of April 5, 2005.

(12)
Includes 100 shares of common stock owned by Mr. Murphy's son, as to which beneficial ownership is disclaimed. See Note 3 above.
Also includes 3,299,800 shares of common stock issuable upon exercise of vested stock options, 120,000 shares of common stock that
become exercisable within 60 days of April 5, 2005, 31,790 shares of common stock held in 401(k) Retirement Plan accounts of
various of our executive officers, and 10,970 shares of common stock held by Mr. Gyurik's IRA account.
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PROPOSAL 1

ELECTION OF DIRECTORS

        Our restated certificate of incorporation and amended and restated bylaws provide for a classified board of directors. The Board is divided
into three classes designated Class I, Class II and Class III. The nominees included below are being presented for election as Class III directors
to hold office until the 2008 Annual Meeting of Stockholders. Unless instructed to the contrary, the persons named in the enclosed proxy intend
to cast all votes pursuant to proxies received in favor of the persons listed below under the heading "Class III Director Nominees" as directors.
Messrs. Fernandez and Murphy have indicated to us their availability for election and have consented to their presentation as nominees. In the
event that either of the nominees should not continue to be available for election, the holders of the proxies may exercise their discretion to vote
for a substitute.

        Each of the nominees was nominated by our Nominating and Governance Committee. This committee consisted solely of directors who are
"independent" in accordance with the listing standards of the New York Stock Exchange.

        If all nominees are elected to the Board as submitted, the Board will consist of six directors, four of whom are considered to be
"independent" in accordance with the listing standards of the New York Stock Exchange and Rule 10A-3 under the Securities Exchange Act of
1934, as amended.

        The following information is furnished with respect to the nominees and each other member of our Board of Directors who we expect to
continue as a director after the 2005 Annual Meeting of Stockholders.

Name and Age
Business Experience During

Past Five Years and Other Directorships
Director
Since

Director Nominees:

Class III Director nominees
(to be elected at the 2005 Annual Meeting)

Miguel Fernandez
Age: 74

Miguel Fernandez is retired from Carter-Wallace, Inc., a pharmaceutical company, where
he served from 1980 to 1996 as President of the International Division and corporate
Vice President, with responsibilities for all product lines outside of the United States.
Previously, Mr. Fernandez was employed for approximately eight years by SmithKline &
French, a pharmaceutical company, where his last position was President of the division
that included France, Portugal and Switzerland. Mr. Fernandez attended the University of
British Columbia in Canada and received an M.B.A. from the Ivey School of Business at
the University of Western Ontario in London, Ontario, Canada.

1999

4

Edgar Filing: BENTLEY PHARMACEUTICALS INC - Form DEF 14A

7



James R. Murphy
Age: 55

James R. Murphy has served as President of Bentley since September 1994, was named
Chief Executive Officer effective January 1995 and became Chairman of the Board in
June 1995. Prior to rejoining Bentley, Mr. Murphy served as Vice President of Business
Development at MacroChem Corporation, a publicly owned pharmaceutical and drug
delivery company, from March 1993 through September 1994. From September 1992
until March 1993, Mr. Murphy served as a consultant in the pharmaceutical industry with
his primary efforts directed toward product licensing. Prior thereto, Mr. Murphy served as
Director�Worldwide Business Development and Strategic Planning of Bentley from
December 1991 to September 1992. Mr. Murphy previously spent 14 years in
pharmaceutical research and product development with SmithKline Corporation and in
international business development with contract research and consulting laboratories.
Mr. Murphy received a B.A. in Biology from Millersville University.

1993

Directors Whose
Terms of Office
Continue After the
Meeting:

Class I Directors
(present term expires in 2006)

Michael McGovern
Age: 61

Michael McGovern has served as Vice Chairman of Bentley since October 1999.
Mr. McGovern serves as President of McGovern Enterprises, a provider of corporate and
financial consulting services, which he founded in 1975. Mr. McGovern is Chairman of
the Board of Training Solutions Interactive, Inc. and Vice Chairman of the Board of
Employment Technologies, Inc. and is a director on the corporate board of the Reynolds
Development Company. Mr. McGovern received a B.S. and M.S. in accounting and his
Juris Doctor from the University of Illinois. Mr. McGovern is a Certified Public
Accountant.

1997

John W. Spiegel
Age: 64

John W. Spiegel has served as Vice Chairman and Chief Financial Officer of SunTrust
Banks, Inc. from August 2000 to August 2004. Prior to August 2000, Mr. Spiegel was an
Executive Vice President and Chief Financial Officer of SunTrust Banks since 1985.
Mr. Spiegel also serves on the Board of Directors of the Bank Administration Institute,
Rock-Tenn Company, S1 Corporation and Colonial Properties Trust. Mr. Spiegel is also a
trustee of the Woodruff Arts Center, the High Museum of Art, the Atlanta College of Art
and Children's Healthcare of Atlanta and is a member of the Dean's Advisory Council of
the Goizueta Business School at Emory University. Mr. Spiegel received an MBA from
Emory University.

2002
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Class II Directors
(present term expires in 2007)

F. Ross Johnson
Age: 73

F. Ross Johnson has been the Chairman and Chief Executive Officer of RJM Group, a
management advisory and investment firm, since 1989. Prior to 1989, Mr. Johnson was
the President and Chief Executive Officer of RJR/Nabisco, Inc., an international
consumer products company, having held various senior executive positions in
RJR/Nabisco, Inc. and its predecessors, Standard Brands and Nabisco Brands since 1971.
He received a Bachelor of Commerce from the University of Manitoba, Canada and a
Master of Commerce from the University of Toronto, Canada. Mr. Johnson serves on the
boards of directors of AuthentiDate Holding Corporation and EdgeStone Capital Partners
and serves on the advisory boards of Power Corporation of Canada and Wachovia
Bank�Florida, Bennett Advisory Group�Palm Beach and Black & McDonald Ltd.

2004

Edward J. Robinson
Age: 64

Edward J. Robinson retired as Chief Operating Officer of Meditrust Operating Company,
a healthcare REIT, in 1998. Previously he was President and Chief Operating Officer of
Avon Products, Inc., a public beauty products company, from 1993 to 1997, and
Executive Vice President and Chief Financial Officer of Avon Products, Inc. from 1989
to 1992. Previously, he held various positions with RJR Nabisco and its predecessor
companies, Standard Brands and Nabisco Brands, including Executive Vice President,
Chief Financial Officer, Vice President�Treasurer and Senior Vice President�Controller.
Mr. Robinson serves on the Advisory Board of W.R. Capital Management L.P.
Mr. Robinson received a B.A. in Business Administration from Iona College.
Mr. Robinson is a Certified Public Accountant licensed by the State of New York.

2004
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PROPOSAL 2

APPROVAL OF THE BENTLEY PHARMACEUTICALS, INC.
2005 EQUITY AND INCENTIVE PLAN

        Our Board of Directors is seeking stockholder approval of the Bentley Pharmaceuticals, Inc. 2005 Equity and Incentive Plan, referred to as
the 2005 Plan, to provide us flexibility to issue restricted stock, restricted stock units, incentive and nonstatutory options and stock appreciation
rights. Under our existing plans, we can only issue stock options. With the implementation of the new accounting rules for expensing stock
options after July 1, 2005, our Board believes it is important for us to have these additional types of equity incentives available so that we can be
competitive in a changing market.

        We are not asking for approval of additional shares for the 2005 Plan. Instead, we propose to transfer all shares of common stock that are
currently available under our existing plans and certain other outstanding options, or that may become available through expirations, forfeiture,
settlement, or other termination of outstanding options that are not exercised. These shares will include:

�
up to 391,228 shares under the Bentley Pharmaceuticals, Inc. Amended and Restated 1991 Stock Option Plan, referred to as
the 1991 Plan;

�
up to 2,389,500 shares under the 2001 Employee Stock Option Plan of Bentley Pharmaceuticals, Inc., referred to as the 2001
Plan;

�
up to 952,100 shares under the 2001 Directors' Stock Option Plan of Bentley Pharmaceuticals, Inc., referred to as the
Directors' Plan; and

�
up to 1,434,000 shares currently granted to our executive officers as options outside of any stock option plan, referred to as
the Executive Options.

        If the 2005 Plan is approved, no further options will be granted under the 1991 Plan, the 2001 Plan, nor the Directors' Plan, though the
provisions of these prior plans shall continue to apply to options granted under these plans prior to the date the 2005 Plan is approved. The date
the 2005 Plan is approved is referred to as the Effective Date. The 1991 Plan, the 2001 Plan and the Directors' Plan are collectively referred to as
the Prior Plans.

        Our stockholders are also being asked to approve the material terms of the 2005 Plan and the performance goals criteria thereunder for the
purpose of allowing awards under the 2005 Plan to qualify as "performance-based" compensation under Internal Revenue Code Section 162(m).

        As described in more detail below, the purpose of the 2005 Plan is to permit more effective performance measures for equity compensation,
reduce the expense of equity compensation reported on our financial statements, reduce the administrative costs of plan administration, permit
improved tax treatment for employees who receive equity compensation, and help us continue to attract highly qualified employees and
directors.

        A copy of the 2005 Plan is included as Appendix A to this proxy statement. The foregoing summary is qualified in its entirety by reference
to the full text of the 2005 Equity and Incentive Plan.

The Prior Plans

        We have relied on the Prior Plans as important tools to attract and retain key employees, consultants and directors, to provide an incentive
for them to achieve long-range performance goals, and to enable them to participate in our long-term growth. Of our approximately 350
full-time employees, approximately 34 employees are participating in one or more of the Prior Plans, which are administered by the
Compensation Committee of our Board of Directors (the "Committee"). All non-employee directors currently participate in the Directors' Plan.
Some of our non-employee directors are also participating in one or more of the Prior Plans.
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Reasons for Adopting the Plan

        The Board of Directors approved the 2005 Plan in March 2005 to replace the Prior Plans. The Board recommends that our stockholders
approve the 2005 Plan for the following reasons:

�
The Board believes that it is important to provide the Committee with the flexibility to set performance goals for options to
become exercisable or other awards to be earned so that the Committee has another tool to effectively tie employee rewards
to stockholder benefits.

�
The rules for accounting for the expense of equity compensation are changing in 2005, making it more advantageous for us
to use awards other than time-based vested stock options.

�
Stockholder approval of the business criteria upon which objective performance goals may be established by the Committee
would permit us to take tax deductions for performance-based awards to certain executive-level employees under
Section 162(m) of the tax code.

�
Employees and directors may be better served from a tax perspective by the grant of restricted stock units in the U.S. and
abroad.

�
The use of a single plan going forward should reduce administrative costs.

�
The Board believes that by prohibiting option repricing and by prohibiting the grant of reload options it has better aligned
the operation of the 2005 Plan with stockholders' interests.

�
The Board believes that we will be better able to attract prospective outside directors and retain current directors if the Board
has the same authority for these awards as it has for others.

Eligibility

        All employees, directors and consultants of Bentley or any affiliate of Bentley are eligible to receive awards under the 2005 Plan. As of
December 31, 2004, Bentley had 349 employees and 5 non-employee directors.

Description of Available Awards

        The 2005 Plan provides for the following four basic types of awards:

        Restricted Stock.    The Committee may grant shares of common stock that are only earned if specified conditions, such as completing a
term of employment or satisfying pre-established performance goals, are met and that are otherwise subject to forfeiture.

        Restricted Stock Units.    The Committee may grant the right to receive shares of common stock in the future, also based on meeting
specified conditions and subject to forfeiture. These awards are to be made in the form of "units," each representing the equivalent of one share
of common stock, although they may be settled in either cash or stock. Restricted stock unit awards represent an unfunded and unsecured
obligation by us. In the discretion of the Committee, units may be awarded with rights to the payment of dividend equivalents.

        Stock Options.    The Committee may grant options to purchase shares of common stock that are either incentive stock options (ISOs)
eligible for the special tax treatment described below, or nonstatutory stock options (NSOs). No option may have an exercise price that is less
than the fair market value of the common stock on the date of grant or a term of more than ten years. An option may be exercised by the
payment of the option price in cash or with such other lawful consideration as the Committee may determine, including by delivery or attestation
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of ownership of shares of common stock valued at their fair market value on the date of delivery, and for consideration received by us under a
broker-assisted cashless exercise program.

8

Edgar Filing: BENTLEY PHARMACEUTICALS INC - Form DEF 14A

12



        Stock Appreciation Rights.    The Committee may grant Stock Appreciation Rights (SARs), where the participant receives cash, shares of
common stock, or other property, or a combination thereof, as determined by the Committee, equal in value to the difference between the
exercise price of the SAR and the fair market value of the common stock on the date of exercise. SARs may be granted in tandem with options
(at or after award of the option) or alone and unrelated to an option. SARs in tandem with an option terminate to the extent that the related option
is exercised, and the related option terminates to the extent that the tandem SAR is exercised. The exercise price of an SAR may not be less than
the fair market value of the common stock on the date of grant or, in the case of a tandem SAR, the exercise price of the related option.

        The Committee will determine which eligible employees, consultants, and directors will receive awards under the 2005 Plan. Awards may
contain such terms and conditions consistent with the 2005 Plan as the Committee in its discretion approves. In setting the terms of each award,
except as noted above, the Committee has full discretion to determine the number of shares or units subject to the award, the exercise price or
other consideration, if any, to be paid by the participant, the term and exercise period of each option granted, the conditions under which and the
time or times at which an option becomes exercisable or under which the option, shares or units may be forfeited to us, and the other terms and
conditions of the award. The Committee may provide, at the time an award is made or at any time thereafter, for the acceleration of a
participant's rights or cash settlement upon a change in control of Bentley. The terms and conditions of awards need not be the same for each
participant. In general, the Committee has discretion to administer the 2005 Plan in the manner that it determines, from time to time, is in our
best interest.

        The maximum aggregate number of shares that may be granted to a 2005 Plan participant in any calendar year is 500,000 shares, subject to
adjustment for changes in capitalization. With respect to any performance-based award settled in cash, no more than $5,000,000 may be paid to
any one individual with respect to each year of a performance period. Incorporation of these limits is intended to qualify awards as
performance-based compensation that is not subject to the $1,000,000 limit on the federal income tax deduction we may take for compensation
paid to certain senior officers.

Shares Issuable under the Plan

        Up to an aggregate of 5,166,828 shares of common stock will be available for grants of awards under the 2005 Equity and Incentive Plan,
consisting of (i) all shares of common stock remaining available on the Effective Date under the Prior Plans as described below and (ii) all
shares of common stock subject to any outstanding option under any of the Prior Plans or the Executive Options, that after the Effective Date
expires, terminates unexercised or is forfeited or settled in a manner that results in fewer shares outstanding than were subject to the option as
originally granted.

        1991 Plan.    The 1991 Plan terminated in 2001 and no options have been granted under the 1991 Plan since 2001. As of April 5, 2005,
under the 1991 Plan, options to purchase 391,228 shares were outstanding. If any of these outstanding awards expires, or is terminated
unexercised, or is forfeited or settled in cash or in a manner that results in fewer shares outstanding than were initially awarded, the shares that
would have been issuable will again be available for award under the 2005 Plan.

        2001 Plan.    Our stockholders had authorized a total of 2,500,000 shares of Common Stock for issuance under the 2001 Plan. Since 2001,
we have granted options to purchase 2,083,850 shares, of which options to purchase 86,500 shares were subsequently cancelled on termination
of employment or otherwise and returned to the 2001 Plan. As of April 5, 2005, under the 2001 Plan, options to purchase 110,500 shares have
been exercised, options to purchase 1,886,850 shares were outstanding, and 502,650 shares remain available for future awards. The 502,650
shares available for future awards in the 2001 Plan would become issuable under the 2005 Plan.
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        Directors' Plan.    The stockholders have authorized a total of 1,000,000 shares of common stock for issuance under the Directors' Plan.
Since 2001, we have granted options to purchase 850,800 shares, of which 57,900 options were subsequently cancelled on termination of service
or otherwise and returned to the Directors' Plan. As of April 5, 2005, under the Directors' Plan, options to purchase 47,900 shares have been
exercised, options to purchase 745,000 shares were outstanding, and 207,100 shares remain available for future awards. The 207,100 shares
available for future awards in the Directors' Plan would become issuable under the 2005 Plan.

        Executive Options.    In 1996, Messrs. Murphy, Price and Stote were granted options to purchase an aggregate of 1,500,000 shares, which
were approved by the stockholders. Of these options, Mr. Price has exercised options to purchase 66,000 shares, leaving options to purchase an
aggregate of 1,434,000 shares outstanding. These options expire in 2006. If any of these outstanding options expire, or are terminated
unexercised, or are forfeited or settled in cash or in a manner that results in fewer shares outstanding than were initially awarded, the shares that
would have been issuable will again be available for award under the 2005 Plan.

        The number and kind of shares that may be issued under the 2005 Plan are subject to adjustment to reflect stock dividends,
recapitalizations, or other changes affecting our common stock. If any outstanding award under the Prior Plans, the Executive Options or the
2005 Plan expires, or is terminated unexercised, or is forfeited or settled in cash or in a manner that results in fewer shares outstanding than were
initially awarded, the shares that would have been issuable will again be available for award under the 2005 Plan.

Amendment and Term of the Plan

        The Board may amend the 2005 Plan subject to any stockholder approval that the Board determines to be necessary or advisable to comply
with any tax or regulatory requirement. Subject to the special limitations on the repricing of stock options, the Committee has authority to amend
outstanding awards, including changing the date of exercise and converting an ISO to an NSO, if the Committee determines that such action
would not materially and adversely affect the participant or the action is specifically permitted by the 2005 Plan.

        Unless terminated earlier by the Board or extended by subsequent approval of Bentley's stockholders, the term of the 2005 Plan will expire
at the close of business on the date immediately preceding the tenth anniversary of the date on which the 2005 Equity and Incentive Plan is
approved by stockholders.

U.S. Federal Income Tax Consequences Relating to Awards

        Incentive Stock Options.    An optionee does not realize taxable income for regular tax purposes upon the grant or exercise of an ISO under
the 2005 Plan. If no disposition of shares issued to an optionee pursuant to the exercise of an ISO is made by the optionee within two years from
the date of grant or within one year from the date of exercise, then (a) upon sale of such shares, any amount realized in excess of the option price
(the amount paid for the shares) is taxed to the optionee as long-term capital gain and any loss sustained will be a long-term capital loss, and
(b) no deduction is allowed to us for federal income tax purposes. The exercise of ISOs gives rise to an adjustment in computing alternative
minimum taxable income that may result in alternative minimum tax liability for the optionee in the year of option exercise. Under current tax
laws, the optionee would pay the greater of the regular tax liability or the alternative minimum tax liability. In certain circumstances, optionees
may recover all or substantially all of the alternative minimum tax liability created due to the exercise of an ISO in later tax years, including the
year of sale of the shares. If shares of common stock acquired upon the exercise of an ISO are disposed of before the expiration of the two-year
and one-year holding periods described above (a "disqualifying disposition"), then (a) the optionee realizes
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ordinary income in the year of disposition in an amount equal to the excess (if any) of the fair market value of the shares at exercise (or, if less,
the amount realized on a sale of such shares) over the option price thereof, and (b) we are entitled to deduct such amount. Any further gain
realized is taxed as a short- or long-term capital gain and does not result in any deduction to us. A disqualifying disposition in the year of
exercise will generally avoid the alternative minimum tax consequences of the exercise of an ISO.

        Nonstatutory Stock Options.    No income is realized by the optionee at the time an NSO is granted. Upon exercise, (a) ordinary income is
realized by the optionee in an amount equal to the difference between the option price and the fair market value of the shares on the date of
exercise, and (b) we receive a tax deduction for the same amount. Upon disposition of the shares, appreciation or depreciation after the date of
exercise is treated as a short- or long-term capital gain or loss and will not result in any further deduction by us.

        Restricted Stock.    Generally, a recipient will be taxed at the time the conditions to earning the award are met. The excess of the fair market
value of the shares at that time over the amount paid, if any, by the recipient for the shares will be treated as ordinary income. The recipient may
instead elect at the time of grant to be taxed (as ordinary income) on the excess of the then fair market value of the shares over the amount paid,
if any, for the shares. In either case, we receive a tax deduction for the amount reported as ordinary income to the recipient. Upon disposition of
the shares, any appreciation or depreciation after the taxable event is treated as a short- or long-term capital gain or loss and will not result in any
further deduction by us.

        Restricted Stock Units.    A recipient does not realize taxable income upon the grant or vesting of a restricted stock unit. The recipient must
include as ordinary income when an award is settled an amount equal to the excess of the fair market value of the shares (or the amount of cash)
distributed to settle the award. We receive a corresponding tax deduction at the time of settlement. If the award is settled in shares, then any
subsequent appreciation or depreciation is treated as short- or long-term capital gain or loss and will not result in any further deduction by us.

        Internal Revenue Code Section 162(m).    United States tax laws generally do not allow publicly held companies to obtain tax deductions
for compensation of more than $1 million paid in any year to any of the chief executive officer and the next four highest paid executive officers
(each, a "covered employee") unless the compensation is "performance-based" as defined in the Section 162(m) of the tax code. Stock options
and SARs granted under an equity compensation plan are performance-based compensation if (i) stockholders approve a maximum aggregate
per person limit on the number of shares that may be granted each year, (ii) any stock options or SARs are granted by a committee consisting
solely of outside directors, and (iii) the stock options or SARs have an exercise price that is not less than the fair value of common stock on the
date of grant.

        The Committee has designed the 2005 Plan with the intention of satisfying Section 162(m) with respect to stock options and SARs granted
to covered employees.

        In the case of restricted stock and restricted stock units, Section 162(m) requires that the general business criteria of any performance goals
that are established by the Committee be approved and periodically reapproved by stockholders (generally, every five years) in order for such
awards to be considered performance-based and deductible by the employer. Generally, the performance goals must be established before the
beginning of the relevant performance period. Furthermore, satisfaction of any performance goals during the relevant performance period must
be certified by the Committee.

        The Committee has approved the following list of business criteria upon which it may establish performance goals for deductible
performance-based awards made to covered persons: (1) increases in the price of the common stock, (2) market share, (3) sales, (4) revenue,
(5) return on equity, assets, or capital, (6) economic profit (economic value added), (7) total shareholder return, (8) costs,
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(9) expenses, (10) margins, (11) earnings or earnings per share, (12) cash flow, (13) customer satisfaction, (14) operating profit, (15) research
and development, (16) product development, (17) manufacturing, or (18) any combination of the foregoing, including without limitation goals
based on any of such measures relative to appropriate peer groups or market indices. Performance goals may be particular to a participant or may
be based, in whole or in part, on the performance of the division, department, line of business, subsidiary, or other business unit in which the
participant works, or on our performance generally. The Committee has the authority to reduce (but not to increase) the amount payable at any
given level of performance to take into account factors that the Committee may deem relevant.

        In connection with the approval of the 2005 Plan, we are seeking stockholder approval of the Committee's right to develop performance
goals based upon the above business criteria for future awards to covered employees. Stockholder approval of these business criteria will enable
us to realize a full income tax deduction for awards under the plan where the deduction would otherwise be restricted by Section 162(m) of the
tax code.

New Plan Benefits

        No awards will be granted under the 2005 Plan prior to its approval by Bentley's stockholders. Awards under the 2005 Plan will be granted
at the discretion of the Committee, and, accordingly, are not yet determinable. In addition, benefits under the 2005 Plan, will depend on a
number of factors, including the fair market value of Bentley's common stock on future dates, Bentley's actual performance against performance
goals established with respect to performance awards and decisions made by the participants. Consequently, it is not possible to determine the
benefits that might be received by participants under the 2005 Plan.

Equity Compensation Plans

        As of April 5, 2005, there were 4,457,078 shares subject to issuance upon exercise of outstanding options under all of our equity
compensation plans referred to in the table below, at a weighted average exercise price of $7.44, and with a weighted average remaining life of
5.43 years. As of April 5, 2005, there were 709,750 shares available for future issuance under those plans, consisting of 502,650 shares available
for issuance under the 2001 Plan and 207,100 shares available for issuance under the Directors' Plan. The 1991 Plan terminated in 2001 and no
additional shares are available for issuance under that plan. To the extent that any outstanding options under the 1991 Plan, the 2001 Plan, the
Directors' Plan or the Executive Options expire or are terminated unexercised, or are forfeited or settled in cash or in a manner that results in
fewer shares outstanding than were initially awarded, the shares that would have been issuable will again be available for award under the 2005
Plan.
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        The following table sets forth certain information as of December 31, 2004 with respect to our equity compensation plans:

Plan Category

Number of securities to
be issued upon exercise
of outstanding options,
warrants and rights

Weighted-average
exercise price of

outstanding options,
warrants and rights

Number of securities
remaining available for

future issuance
under equity

compensation plans

Equity compensation plans approved by
security holders 4,087,078(1)$ 7.44 1,079,750
Equity compensation plans not approved
by security holders � � �

Total 4,087,078 $ 7.44 1,079,750

(1)
In addition to the 1991 Plan, the 2001 Plan and the Directors' Plan, this amount includes options to purchase 1,434,000 shares issued to
Messrs. Murphy, Price, and Stote and approved by the stockholders in 1996. These options expire in 2006.

Vote Required and Recommendation

        Approval of the adoption of the 2005 Plan will require the affirmative vote of a majority of the shares of common stock present or
represented and entitled to vote at the annual meeting. Broker non-votes will not be counted as present or represented for this purpose and
accordingly will have no effect on the outcome. Abstentions will be counted as present and entitled to vote and accordingly will have the effect
of negative votes.

        Our executive officers and non-employee directors have an interest in this proposal as they may receive awards under the 2005 Plan.

The Board of Directors recommends that stockholders vote FOR the adoption of the Bentley Pharmaceuticals, Inc. 2005 Equity and
Incentive Plan.
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CORPORATE GOVERNANCE

Committees of the Board of Directors; Board of Directors Meetings

        Our Board of Directors has an Audit Committee, a Nominating and Governance Committee, and a Compensation Committee. During 2004,
our Board of Directors held ten meetings, the Audit Committee held five meetings, the Nominating and Governance Committee held two
meetings and the Compensation Committee held four meetings. In addition, at five of our Board meetings, the non-employee directors held
executive sessions without management present. Each director attended at least 75% of the meetings of the Board of Directors and meetings of
each committee on which such director served that were held during 2004.

        The Board of Directors has a policy of encouraging each member of the Board to attend all annual meetings of stockholders, barring
significant commitments or special circumstances, and generally schedules a meeting of the Board on the same date as the annual stockholders'
meeting. All individuals who were then members of the Board of Directors attended our 2004 annual meeting of stockholders.

        Audit Committee.    The Audit Committee is directly responsible for the appointment, compensation, retention and oversight of the
independent auditors, who audit our consolidated financial statements. The Audit Committee is also responsible for discussing with our
management and our independent auditors, all our accounting policies and procedures and reporting systems, as well as the effectiveness of our
internal financial controls. The Audit Committee monitors the independence of the auditors, reviews any proposed related party transactions and
resolves any disagreements between our management and our independent auditors regarding financial reporting. The Audit Committee also
oversees the financial reporting process, including review of the audited financial statements, and based on the reviews and discussions referred
to above and in its charter, it recommends to the Board whether the financial statements should be included in our Annual Report on Form 10-K.
The Audit Committee currently consists of Messrs. Edward J. Robinson (Chairman), Miguel Fernandez, F. Ross Johnson and John Spiegel. All
members of the Audit Committee are "independent" directors in accordance with the listing standards of the New York Stock Exchange and
Rule 10A-3 under the Securities Exchange Act of 1934, as amended, and meet the New York Stock Exchange listing standards' financial literacy
requirements for Audit Committee members. The Board of Directors has determined that Mr. Robinson qualifies as an "audit committee
financial expert" under the rules of the Securities and Exchange Commission. The Audit Committee operates under a written charter adopted by
the Board of Directors, which is posted on Bentley's website: www.bentleypharm.com.

        Nominating and Governance Committee.    The Nominating and Governance Committee selects potential candidates to nominate for
membership on the Board. The Committee also administers our corporate governance principles and policies and evaluates the Board and its
committees and other areas of governance. Messrs. Miguel Fernandez and John W. Spiegel (Chairman) currently serve on the Nominating and
Governance Committee. Both of these individuals are "independent" as defined by the New York Stock Exchange listing standards. The
Nominating and Governance Committee operates under a written charter adopted by the Board of Directors, which is posted on Bentley's
website: www.bentleypharm.com.

        Compensation Committee.    The Compensation Committee administers our stock option plans and reviews and recommends to the Board
of Directors the nature and amount of compensation to be paid to our executive officers and employees that earn in excess of $250,000 annually.
Messrs. Miguel Fernandez (Chairman), F. Ross Johnson, Edward J. Robinson and John W. Spiegel currently serve on the Compensation
Committee. All of these individuals are "independent" as defined by the New York Stock Exchange listing standards. The Compensation
Committee operates under a written charter adopted by the Board of Directors, which is posted on Bentley's website: www.bentleypharm.com.
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Director Candidates

        The process followed by the Nominating and Governance Committee to identify and evaluate director candidates includes requests to the
Board members and others for recommendations, meetings from time to time to evaluate biographical information and background materials
relating to potential candidates and interviews of selected candidates by members of the Committee and the Board.

        In considering whether to recommend any candidate for inclusion in the Board's slate of recommended director nominees, the Nominating
and Governance Committee will apply the criteria it deems appropriate, including issues of diversity, experience, skills such as understanding
technology, finance and marketing, and international business background. The Committee does not assign specific weights to particular criteria
and no particular criterion is a prerequisite for prospective nominees. We believe that the backgrounds and qualifications of the directors,
considered as a group, should provide a significant composite mix of experience, knowledge and abilities that will allow the Board to fulfill its
responsibilities.

EXECUTIVE COMPENSATION

        The following table sets forth the total compensation for 2004, 2003 and 2002 paid to or accrued by us for our Chief Executive Officer and
our other executives who are executive officers as of December 31, 2004 and whose total base salary and bonus compensation in 2004 exceeded
$100,000. Also included are two individuals who remain executive employees of Bentley but who ceased to be designated as executive officers
during 2004. Except as provided in the table below or otherwise discussed below, we paid no other compensation to the individuals listed.

Summary Compensation Table

Long-Term Compensation

Annual Compensation Awards Payouts

Name and Principal Position Year Salary ($) Bonus ($)

Other
Annual
Comp.
($)(1)

Restricted
Stock
Awards
($)(2)

Securities
Underlying
Options (#)

LTIP
Payouts
($)

All
Other

Comp.(3)

James R. Murphy
Chairman of the Board, President and
Chief Executive Officer

2004
2003
2002

$
$
$

600,000
550,000
475,000

$
$
$

175,000
150,000
175,000

$
$
$

12,000
12,000
12,000

$
�

120,750
�
(4)

100,000
100,000
100,000

�
�
�

$
$
$

21,934
189,135
71,745

Michael D. Price
Vice President, Chief Financial Officer,
Treasurer, Secretary

2004
2003
2002

$
$
$

285,000
250,000
240,000

$
$
$

60,000
30,000
75,000

�
�
�
$

�
40,250

�
(5)

50,000
50,000
50,000

�
�
�

$
$
$

14,116
47,557
23,282

Adolfo Herrera
Managing Director of European
Subsidiaries

2004
2003
2002

$
$
$

353,949
242,691
169,602

$
$
$

124,193
124,168
47,032

(6) �
�
�
$
$

�
40,250
48,950

(7)
(8)

75,000
60,000
50,000

�
�
�

�
�
�

Robert M. Stote, M.D.*
Chief Medical Officer

2004
2003
2002

$
$
$

324,095
235,721
193,490

$
$
$

50,000
30,000
25,000

�
�
�
$

�
40,250

�
(9)

35,000
30,000
37,500

�
�
�

$
$
$

25,906
17,168
17,950

Robert J. Gyurik*
Vice President of Pharmaceutical
Development

2004
2003
2002

$
$
$

255,000
235,000
210,000

$
$
$

90,000
90,000
80,000

�
�
�
$

�
48,300

�
(10)

50,000
80,000
100,000

�
�
�

$
$
$

21,418
113,730
44,563

*
These individuals remain executive employees of Bentley but ceased to be designated as executive officers during 2004.

(1)
The value of perquisites provided to the named executive officers did not exceed $50,000 or 10% of total compensation in any case.

(2)
No dividends will be paid on the restricted stock reported under this column.
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(3)
The amounts disclosed in the All Other Compensation column includes the following:

All Other Compensation for Mr. Murphy includes:

�
in 2003 and 2002, principal and interest of $171,754 and $55,647, respectively, forgiven on a loan made by Bentley to
Mr. Murphy in 2000 to assist Mr. Murphy's payment of taxes on shares of common stock awarded by Bentley to him in 1999;

�
matching contributions in shares of common stock to Mr. Murphy's 401(k) plan valued at $16,000 in 2004, $14,000 in 2003 and
$12,000 in 2002; and

�
life insurance premiums of $5,934 in 2004, $3,381 in 2003 and $4,098 in 2002.

All Other Compensation for Mr. Price includes:

�
in 2003 and 2002, principal and interest of $34,351 and $11,129, respectively, forgiven on a loan made by Bentley to Mr. Price
in 2000 to assist Mr. Price's payment of taxes on shares of common stock awarded by Bentley to him in 1999;

�
matching contributions in shares of common stock to Mr. Price's 401(k) plan valued at $13,000 in 2004, $12,000 in 2003 and
$11,000 in 2002; and

�
life insurance premiums of $1,116 in 2004, $1,206 in 2003 and $1,153 in 2002.

All Other Compensation for Dr. Stote includes:

�
matching contributions in shares of common stock to Dr. Stote's 401(k) plan valued at $16,000 in 2004, $14,000 in 2003 and
$12,000 in 2002; and

�
life insurance premiums of $9,906 in 2004, $3,168 in 2003 and $5,950 in 2002.

All Other Compensation for Mr. Gyurik includes:

�
in 2003 and 2002, principal and interest of $95,963 and $31,091 respectively, forgiven on a loan made by Bentley to Mr. Gyurik
in 2000 to assist Mr. Gyurik's payment of taxes on shares of common stock awarded by Bentley to him in 1999;

�
matching contributions in shares of common stock to Mr. Gyurik's 401(k) plan valued at $16,000 in 2004, $14,000 in 2003 and
$12,000 in 2002; and

�
life insurance premiums of $5,418 in 2004, $3,767 in 2003 and $1,472 in 2002.

(4)
In 2003, Mr. Murphy received 15,000 shares of restricted stock valued at $8.05 per share, the closing price on the date of grant. The shares of restricted
stock vested over a 12-month period from the date of grant, 1/12 per month. As of December 31, 2004, all of Mr. Murphy's restricted stock awards
were vested.

(5)
In 2003, Mr. Price received 5,000 shares of restricted stock valued at $8.05 per share, the closing price on the date of grant. The shares of restricted
stock vested over a 12-month period from the date of grant, 1/12 per month. As of December 31, 2004, all of Mr. Price's restricted stock awards were
vested.

(6)
This bonus was paid to Mr. Herrera in 2005 for his 2004 performance.
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(7)
In 2003, Mr. Herrera received 5,000 shares of restricted stock valued at $8.05 per share, the closing price on the date of grant. The shares of restricted
stock vested over a 12-month period from the date of grant, 1/12 per month. As of December 31, 2004, all of Mr. Herrera's restricted stock awards were
vested.

(8)
In 2002, Mr. Herrera received 5,000 shares of restricted stock valued at $9.79 per share, the closing price on the date of grant. The shares of restricted
stock vested over a 12-month period from the date of grant, 1/12 per month.

(9)
In 2003, Dr. Stote received 5,000 shares of restricted stock valued at $8.05 per share, the closing price on the date of grant. The shares of restricted
stock vested over a 12-month period from the date of grant, 1/12 per month. As of December 31, 2004, all of Dr. Stote's restricted stock awards were
vested.

(10)
In 2003, Mr. Gyurik received 6,000 shares of restricted stock valued at $8.05 per share, the closing price on the date of grant. The shares of restricted
stock vested over a 12-month period from the date of grant, 1/12 per month. As of December 31, 2004, all of Mr. Gyurik's restricted stock awards were
vested.

Employment Agreements

        We have entered into employment agreements with each of Messrs. Murphy, Stote, Price and Gyurik which set forth their relationships
with Bentley. The agreements renew annually for one-year terms, except for Dr. Stote's agreement, which expires on December 31, 2005 and
renews annually for one-year terms thereafter. Under the agreements, each individual is paid a base salary and provided
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with life insurance, as well as annual salary review, bonus potential and stock option grants at the discretion of the Board's Compensation
Committee (except for Mr. Murphy's agreement, which provides for a minimum stock option grant of 50,000 options per annum). Each of these
individuals is employed by us on a full time basis.

        The agreements may be terminated on one year's notice and, if terminated earlier without cause, upon payment of severance equal to one
year's salary, a bonus equal to the greater of the employee's bonus for the current year or bonus for the prior year, and vesting of options based
on the number of months of employment during the vesting period. If the employee is terminated within 12 months of a change of control of
Bentley, or if the employee terminates his employment within 12 months after a change of control because his job changes, or if we breach his
employment agreement or he is required to move his residence, then the severance is increased to twice his annual salary, twice the average of
bonuses in the prior two years, immediate vesting of all stock options and continuation of health benefits for two years (or until receiving
comparable benefits from another employer), and the right to maintain life insurance coverage at the employee's expense. No severance is paid
on a termination for cause.

        The following table sets forth the details of options granted to the individuals listed in the Summary Compensation Table during 2004. No
stock appreciation rights have been granted to date.

Option Grants in Last Fiscal Year

Individual Grants Potential Realizable
Value at Assumed

Annual Rates of Stock
Price Appreciation
for Option Term(1)

Number of
Securities
Underlying
Options

Granted (#)(2)

% of Total
Options

Granted to
Employees in
Fiscal Year

Exercise or
Base
Price

($/share)Name
Expiration

Date 5% ($) 10% ($)

James R. Murphy 100,000 16.3% $ 13.30 1/1/2014 $ 836,430 $ 2,119,677
Michael D. Price 50,000   8.2% $ 13.30 1/1/2014 $ 418,215 $ 1,059,839
Adolfo Herrera 75,000 12.2% $ 13.30 1/1/2014 $ 627,322 $ 1,589,758
Robert M. Stote, M.D. 35,000   5.7% $ 13.30 1/1/2014 $ 292,751 $ 741,887
Robert J. Gyurik 50,000   8.2% $ 13.30 1/1/2014 $ 418,215 $ 1,059,839

(1)
The potential realizable value is calculated based on the term of option at the time of grant. Stock price appreciation of 5% and 10% is
assumed pursuant to rules promulgated by the Securities and Exchange Commission. The actual value, if any, that an executive may
realize upon option exercises will depend on the excess, if any, of the price at which the underlying stock is eventually sold over the
exercise price on the date the option is exercised. Accordingly, there is no assurance the value realized by an executive would be at or
near the values calculated by using these assumed appreciation rates.

(2)
These options become exercisable as to 50% on the first anniversary of the date of grant and 50% on the second anniversary of the
date of grant.
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        The following table sets forth certain information for each of the individuals listed in the Summary Compensation Table concerning the
number and value realized on the exercise of stock options during 2004 and the number and value at December 31, 2004 of shares of common
stock subject to unexercised options.

Aggregated Option Exercises in Last Fiscal Year and Fiscal Year-End Option Values

Number of Securities
Underlying Unexercised
Options at FY-End

(# Shares)

Value of Unexercised
In-the-money
Options

at FY-End ($)(1)Shares
Acquired

on
Exercise (#)Name

Value
Realized ($) Exercisable Unexercisable Exercisable Unexercisable

James R. Murphy 2,000 $ 2,440 925,000 150,000 $ 5,270,300 $ 85,250
Michael D. Price � � 459,000 75,000 $ 2,602,697 $ 42,625
Adolfo Herrera � � 162,000 105,000 $ 517,150 $ 51,150
Robert M. Stote, M.D. � � 552,500 50,000 $ 3,559,728 $ 25,575
Robert J. Gyurik � � 215,000 90,000 $ 401,700 $ 68,200

(1)
Based on the difference between the closing price per share of common stock on December 31, 2004, $10.75, and the option exercise
prices.

Section 16(a) Beneficial Ownership Reporting Compliance

        Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our executive officers and directors, and any persons who own
more than 10% of any class of our equity securities, to file certain reports relating to their ownership of such securities and changes in such
ownership with the Securities and Exchange Commission, the New York Stock Exchange and the Pacific Exchange and to furnish us with copies
of such reports. Based solely on a review of the copies of reports furnished to us, we believe that during 2004, our executive officers, directors
and 10% beneficial owners complied with all applicable Section 16(a) filing requirements.

401(k) Retirement Plan

        We sponsor a 401(k) retirement plan under which eligible employees may contribute, on a pre-tax basis, up to 100% of their respective total
annual income from us, subject to a maximum aggregate annual contribution imposed by the Internal Revenue Code of 1986, as amended. All of
our employees who work in the U.S. are eligible to participate in the 401(k) Plan. All employee contributions are allocated to the employee's
individual account and are invested in various investment options as directed by the employee. Employees' cash contributions are fully vested
and nonforfeitable. We made matching contributions to the 401(k) Plan in 2004 by granting approximately 14,400 shares of common stock
valued at approximately $175,000. We currently match 100% of each eligible employee's contribution in 2005 with shares of common stock. All
of our matching contributions vest 25% each year for the first four years of each employee's employment in which the employee works at least
1,000 hours.
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Compensation Committee Report

        The Compensation Committee of the Board of Directors determines the compensation of the Chief Executive Officer, the other executive
officers and all other employees whose annual compensation exceeds $250,000. All of the members of the Compensation Committee are
independent directors who are not employees of Bentley.

        The Compensation Committee is in a position to appropriately balance the current cash compensation considerations with the longer-range
incentive-oriented growth outlook associated with stock options and shares of common stock.

        The main objectives of Bentley's compensation structure include rewarding individuals for their respective contributions to Bentley's
performance, providing Bentley's executives with a stake in the long-term success of Bentley and providing compensation programs and policies
that will attract, retain and motivate qualified executive personnel. The Board of Directors and the Compensation Committee place a great deal
of importance on recruiting, hiring, retaining and motivating high quality personnel and recognize that, by offering executives employment
agreements, Bentley can be more successful in recruiting experienced executives from large, established pharmaceutical companies.
Historically, the members of the Board of Directors and the Compensation Committee have chosen to achieve these objectives through salary
increases, cash and stock bonuses and periodic stock option grants.

        In determining compensation for Mr. Murphy, who serves as President and Chief Executive Officer, and the other named executive
officers, the Compensation Committee considers, among other things, Bentley's overall performance and any improvements in Bentley's
financial results, strategic alliances, acquisitions of products, product registrations, and financing, as well as individual contributions to Bentley
and the length of the officer's service with Bentley. The Compensation Committee has also surveyed executive compensation of similarly
situated companies.

        Compensation through the periodic grants of stock options under Bentley's stock option plans is intended to coordinate executives' and
stockholders' long-term interests by creating a direct link between a portion of executive compensation and increases in the price of Bentley's
common stock and Bentley's long-term success. This method of compensation also permits Bentley to preserve its cash resources.

        For the year 2004, Mr. Murphy recommended merit increases to base salary amounts for each officer other than himself based on his
assessment of each officer's individual performance and accomplishment of corporate and personal objectives. We evaluated Mr. Murphy's
recommendations regarding each officer's compensation, taking into account the officer's tenure and our subjective assessment of individual
performance. We considered Mr. Murphy's recommendations with respect to merit increases to base salary amounts. We reviewed the
accomplishments and performance of such officers and comparative compensation data from similar or competing companies and, based upon
this information and our subjective judgment regarding individual performance, then approved compensation packages for each of Bentley's
named executive officers.

        A significant portion of the direct compensation of officers consists of annual incentive bonuses. Bonus targets are closely tied to
performance measures, at both the corporate level and at individual areas of responsibility. Mr. Murphy recommended specific bonuses for all
officers other than himself. We evaluated Mr. Murphy's recommendations regarding each officer's bonus, taking into account Mr. Murphy's
subjective assessment of each officer's individual performance and our subjective assessment of individual performance, in addition to
accomplishment of corporate objectives. We then approved the bonuses to be awarded for the calendar year 2004.

        When the Compensation Committee reviewed recommended stock option grants for executive officers in 2004, we followed a similar
procedure to that used for base salaries and bonuses. After review of Mr. Murphy's recommendations, the Committee approved option grants as
shown in the Summary Compensation Table.
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        In the case of our Chief Executive Officer, in addition to the factors mentioned above, we considered the overall performance of
management and Bentley in relation to general industry conditions and the performance of peer companies. Specifically, we reviewed the
corporate milestones Bentley achieved during the year and Mr. Murphy's role in achieving those milestones. The Committee also considered
compensation data for chief executive officers in comparable companies. Based upon this information and our subjective judgment regarding his
individual performance, we increased Mr. Murphy's base salary to $600,000 in 2004 and awarded him a cash bonus of $175,000. Mr. Murphy
was also granted an option to purchase 100,000 shares of common stock at an exercise price of $13.30 per share, which vests as to 50% on the
first anniversary of the date of grant and 50% on the second anniversary of the date of grant.

        Future increases in executive compensation will be based upon the satisfaction of pre-established individual objectives, extraordinary
individual contributions and Bentley's corporate milestones and financial performance.

        By the Compensation Committee,

Miguel Fernandez, Chairman
F. Ross Johnson
Edward J. Robinson
John W. Spiegel

Compensation Committee Interlocks and Insider Participation

        The members of the Compensation Committee since the 2004 annual meeting are Messrs. Miguel Fernandez, F. Ross Johnson, Edward J.
Robinson and John W. Spiegel, all of whom were at the time of service non-employee directors. Mr. Michael McGovern served on the
Compensation Committee until October 2004. Before the annual meeting in June 2004, there was a single Corporate Governance and
Compensation Committee, which was comprised of Messrs. Miguel Fernandez, Michael McGovern and John Spiegel. No member of the
Compensation Committee has a relationship that would constitute an interlocking relationship with executive officers or directors of Bentley or
another entity.

Remuneration of Non-Employee Directors

        We pay directors who are not employees fees consisting of a $25,000 annual retainer, $2,000 for each meeting of the Board of Directors
attended, $2,500 for each Audit Committee meeting attended, $2,500 for each Compensation Committee meeting attended, and $1,500 for each
Nominating and Governance Committee meeting attended. We also reimburse expenses incurred in attending meetings. In addition, the
chairman of the Audit Committee is paid an additional annual retainer of $15,000, the chairman of the Compensation Committee is paid an
additional annual retainer of $10,000, and the chairman of the Nominating and Governance Committee is paid an additional annual retainer of
$5,000. Mr. McGovern, in his role as an advisor to the President, is paid an additional annual retainer of $25,000. Each director who is not an
employee is automatically granted options to purchase 20,000 shares of common stock upon his or her election to the Board, which vest
quarterly over a one year period, and options to purchase 20,000 shares of common stock annually on the date of each of our annual
stockholders' meetings during his or her term, which vest quarterly over a one year period. For his additional time and effort, Mr. McGovern, our
Vice Chairman, was awarded additional options to purchase 60,000 shares of common stock during 2004, of which 45,000 are now vested and
15,000 of which vest on April 30, 2005. During 2004, options to purchase 160,000 shares of common stock were granted to all directors who are
not employees at exercise prices ranging from $8.81 to $12.50 per share, representing not less than the fair market value of the common stock on
the dates of the grants. These options expire on dates ranging from June 7, 2014 to November 10, 2014.
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Common Stock Performance

        The graph presented below compares the cumulative total stockholder return on our common stock for the five years ended December 31,
2004 with the cumulative total stockholder return for such period reflected in the Russell 2000 Index and in a peer group index of three
competing pharmaceutical companies (Andrx Corp., Noven Pharmaceuticals, Inc. and Watson Pharmaceuticals, Inc., together, the peer group).
Watson Pharmaceuticals, Inc. replaced Cima Labs Inc., which was acquired in 2004, in our peer group index. We obtained the graph (and the
information relating to it) from S&P. The comparative returns shown in the graph assume (i) the investment of $100 in our common stock, the
common stock of the companies included in the Russell 2000 Index and the peer group at the market close on December 31, 1999 and (ii) the
reinvestment of all dividends.

Total Shareholder Returns
(Dividends Reinvested)

Annual Return Percentage for the
Year Ended December 31,

Company Name / Index 2000 2001 2002 2003 2004

Russell 2000 -3.02 2.49 -20.48 47.25 18.33
Peer Group 81.48 -15.85 -51.12 63.10 -21.90
Bentley Pharmaceuticals -5.05 73.45 -21.00 65.22 -19.17

Indexed Returns for the
Year Ended December 31,

Company Name / Index

Base Period

December 31, 1999 2000 2001 2002 2003 2004

Russell 2000 100 96.98 99.39 79.03 116.38 137.71
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Indexed Returns for the
Year Ended December 31,Peer Group 100 181.48 152.72 74.65 121.75 95.10

Bentley Pharmaceuticals 100 94.95 164.69 130.10 214.95 173.74
Peer Group Companies

Andrx Corp.
Noven Pharmaceuticals, Inc.
Watson Pharmaceuticals, Inc.
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AUDIT COMMITTEE REPORT

        The following is the report of the Audit Committee with respect to Bentley's audited financial statements for the year ended December 31,
2004.

        In accordance with its charter approved by the Board of Directors, the Audit Committee has responsibility for oversight of Bentley's
financial reporting process, including reviewing the audited financial statements, the systems of internal controls established by Bentley's
management and the full Board, and the overall audit process. Management is responsible for the financial reporting process and our internal
controls. The independent registered public accounting firm is responsible for performing an independent audit of our consolidated financial
statements and internal control over financial reporting in accordance with the standards established by the Public Company Accounting and
Oversight Board (United States) and issuing a report thereon. The Audit Committee's responsibility is to monitor these processes. The Audit
Committee has reviewed and discussed the consolidated financial statements with management and Deloitte & Touche LLP, our independent
registered public accounting firm.

        In performing its responsibilities, the Audit Committee of the Board of Directors has (i) reviewed and discussed with management and
Deloitte & Touche LLP, Bentley's independent registered public accounting firm, Bentley's audited financial statements for the year ended
December 31, 2004, (ii) discussed with Deloitte & Touche LLP the matters required to be discussed by Statement on Accounting Standards
No. 61, Communication with Audit Committees, (iii) received the written disclosures and the letter from Deloitte & Touche LLP required by
Independence Standards Board Standard No. 1, Independence Discussions with Audit Committees, (iv) reviewed with management and
Deloitte & Touche LLP Bentley's critical accounting policies, (v) discussed with management the quality and adequacy of Bentley's internal
controls, (vi) discussed with Deloitte & Touche LLP their independence, and (vii) considered whether the provision of the nonaudit services
described in this proxy statement under the captions "Audit Related Fees" and "Tax Fees" by Deloitte & Touche LLP is compatible with
maintaining their independence.

        Based on the foregoing review and discussions, the Audit Committee recommended to the Board of Directors that the audited consolidated
financial statements be included in Bentley's Annual Report on Form 10-K for the year ended December 31, 2004, for filing with the Securities
and Exchange Commission.

        By the Audit Committee,

Edward J. Robinson, Chairman
Miguel Fernandez
F. Ross Johnson
John W. Spiegel
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

        Deloitte & Touche LLP, the member firms of Deloitte Touche Tohmatsu and their respective affiliates (collectively, "Deloitte & Touche")
audited Bentley's financial statements for fiscal year 2004. Management has recommended to the Audit Committee that Deloitte & Touche be
selected as Bentley's independent registered public accounting firm for fiscal year 2005. The Audit Committee will consider management's
recommendation when making its selection. Representatives of Deloitte & Touche are expected to attend the annual meeting. They will be
available to respond to questions and will have the opportunity to make a statement if they desire.

Fees And Services

        Audit Fees.    The aggregate fees billed for professional services rendered by the independent registered public accounting firm for the audit
of our financial statements as of and for the years ended December 31, 2003 and 2004, the reviews of the financial statements in our Form 10-Q
filings for the respective years, the statutory audits of our subsidiaries, our filings with the Securities and Exchange Commission and other audit
fees were $349,648 and $474,239, respectively.

        Audit Related Fees.    The aggregate audit related fees billed for professional services by the independent registered public accounting firm
in 2003 and 2004 rendered for due diligence reviews of potential acquisitions and other matters were $2,000 and $130,425, respectively.

        Tax Fees.    The aggregate tax fees billed for professional services rendered by the independent registered public accounting firm in 2003
and 2004 for tax compliance, tax advice, tax planning and other tax-related matters were $44,000 and $38,000, respectively.

        All Other Fees.    No other fees were billed by or paid to the independent registered public accounting firm during 2003 or 2004.

Audit Committee Pre-approval Policy

        The Audit Committee has adopted a pre-approval policy for the audit and non-audit services performed by the independent registered
public accounting firm in order to assure that the provision of such services do not impair the firm's independence. The pre-approval policy
includes the following provisions:

�
Unless a type of service to be provided by the independent registered public accounting firm has received general
pre-approval, it will require specific pre-approval by the Audit Committee. Any proposed services exceeding pre-approved
cost levels will require specific pre-approval by the Audit Committee.

�
The term of any pre-approval is 12 months from the date of pre-approval, unless the Audit Committee specifically provides
for a different period.

�
The Audit Committee may delegate pre-approval authority to one or more of its members. The member or members to
whom such authority is delegated shall report any pre-approval decisions to the Audit Committee at its next scheduled
meeting. The Audit Committee does not delegate its responsibilities to pre-approve services performed by the independent
registered public accounting firm to management.

�
The annual audit services engagement terms and fees will be subject to the specific pre-approval of the Audit Committee.
The Audit Committee will approve, if necessary, any changes in terms, conditions and fees resulting from changes in audit
scope, company structure or other matters.

23

Edgar Filing: BENTLEY PHARMACEUTICALS INC - Form DEF 14A

30



�
In addition to the annual audit services engagement approved by the Audit Committee, the Audit Committee may grant
pre-approval for other audit services, which are those services that only the independent registered public accounting firm
reasonably can provide.

�
All non-audit-related services must be separately pre-approved by the Audit Committee. Audit-related services are assurance
and related services that are reasonably related to the performance of the audit or review of our financial statements or that
are traditionally performed by the independent registered public accounting firm.

�
All tax services must be specifically pre-approved by the Audit Committee. The Audit Committee believes that the
independent registered public accounting firm can provide tax services to Bentley such as tax compliance, tax planning and
tax advice without impairing the firm's independence.

�
All other services must be separately pre-approved by the Audit Committee. The Audit Committee may grant pre-approval
to those permissible nonaudit services classified as all other services that it believes are routine and recurring services, and
would not impair the independence of the independent registered public accounting firm.

�
Pre-approval fee levels for all services to be provided by the independent registered public accounting firm will be
established periodically by the Audit Committee. Any proposed services exceeding these levels will require specific
pre-approval by the Audit Committee.

�
With respect to each proposed pre-approved service, the independent registered public accounting firm will provide detailed
back-up documentation, which will be provided to the Audit Committee, regarding the specific services to be provided.

�
Requests or applications to provide services that require separate approval by the Audit Committee will be submitted to the
Audit Committee by both the independent registered public accounting firm and the Chief Financial Officer.
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MISCELLANEOUS

Communications from Stockholders

        The Board will give appropriate attention to written communications on issues that are submitted by stockholders, and will respond if and
as appropriate. Absent unusual circumstances or as contemplated by committee charters, the Chairman of the Nominating and Governance
Committee will, with the assistance of our Corporate Secretary, (1) be primarily responsible for monitoring communications from stockholders
and (2) provide copies or summaries of such communications to the other directors as he considers appropriate.

        Communications will be forwarded to all directors if they relate to substantive matters and include suggestions or comments that the
Chairman of the Nominating and Governance Committee considers to be important for the directors to know. In general, communications
relating to corporate governance and long-term corporate strategy are more likely to be forwarded than communications relating to personal
grievances and matters as to which we tend to receive repetitive or duplicative communications.

        Stockholders who wish to send communications on any topic to the Board should address such communications to the Chairman of the
Nominating and Governance Committee, c/o the Corporate Secretary, Bentley Pharmaceuticals, Inc., Bentley Park, 2 Holland Way, Exeter, New
Hampshire, 03833.

Stockholder Recommendations for Director Nominations

        Stockholders may recommend individuals for the Nominating and Governance Committee to consider as potential director candidates by
submitting their names and background to the "Bentley Pharmaceuticals, Inc. Nominating and Governance Committee" c/o the Corporate
Secretary, Bentley Pharmaceuticals, Inc., Bentley Park, 2 Holland Way, Exeter, New Hampshire, 03833. The Nominating and Governance
Committee will consider a recommendation only if appropriate biographical information and background material is provided on a timely basis.
Assuming that appropriate biographical and background material is provided for candidates recommended by stockholders, the Nominating and
Governance Committee will evaluate those candidates by following substantially the same process, and applying substantially the same criteria,
as for candidates submitted by Board members.

Deadlines for Stockholder Proposals and Director Nominations

        From time to time stockholders may present proposals for consideration at a meeting, which may be proper subjects for inclusion in the
proxy statement and form of proxy related to that meeting. We must receive stockholder proposals intended to be included in our proxy
statement and form of proxy relating to our 2006 annual meeting of stockholders by December 14, 2005.

        The deadline for submission of stockholder proposals to be presented at the 2006 annual meeting of stockholders, but which will not be
included in the proxy statement and form of proxy relating to such meeting, is February 27, 2006. Any such proposal received at Bentley's
principal executive offices in Exeter, New Hampshire after such date may be considered untimely and excluded.

        Any such proposals, as well as any questions relating thereto, should be directed to our Secretary at Bentley Park, 2 Holland Way, Exeter,
NH 03833.

Expenses of Solicitation

        The cost of solicitation of proxies, including the cost of reimbursing banks, brokers and other nominees for forwarding proxy solicitation
material to the beneficial owners of shares held of record by them and seeking instructions from such beneficial owners, will be borne by
Bentley. Proxies may be
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solicited without extra compensation by certain officers and regular employees of Bentley. We have retained The Proxy Advisory Group of
Strategic Stock Surveillance, LLC to assist with the solicitation of proxies and provide related advice and informational support, for a services
fee and the reimbursement of customary disbursements that are not expected to exceed $15,000 in the aggregate. Proxies may be solicited by
mail and, if determined to be necessary, by telephone or personal interview.

Householding of Annual Meeting Materials

        Some banks, brokers and other nominee record holders may be participating in the practice of "householding" proxy statements and annual
reports. This means that only one copy of our proxy statement and annual report to stockholders may have been sent to multiple stockholders in
your household. We will promptly deliver a separate copy of either document to you if you contact us at the following: Secretary, Bentley
Pharmaceuticals, Inc., Bentley Park, 2 Holland Way, Exeter, New Hampshire, 03833, telephone (603) 658-6100 or by visiting our website,
www.bentleypharm.com. If you want to receive separate copies of the proxy statement or annual report to stockholders in the future, or if you
are receiving multiple copies and would like to receive only one copy per household, you should contact your bank, broker or other nominee
record holder, or you may contact us at the above address or telephone number.

Copies of our Annual Report on Form 10-K, as amended, for the year ended December 31, 2004 may be obtained by stockholders
without charge upon written request addressed to Secretary, Bentley Pharmaceuticals, Inc., Bentley Park, 2 Holland Way, Exeter,
New Hampshire, 03833, or by visiting our website, www.bentleypharm.com.

Other Matters

        Management does not intend to bring before the meeting any matters other than those specifically described above and knows of no matters
other than the foregoing to come before the meeting. If any other matters or motions properly come before the meeting, it is the intention of the
persons named in the accompanying proxy to vote such proxy in accordance with their judgment on such matters or motions, including any
matters dealing with the conduct of the meeting.
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Appendix A

BENTLEY PHARMACEUTICALS, INC.

2005 EQUITY AND INCENTIVE PLAN

1.     Establishment and Purpose

        The Bentley Pharmaceuticals, Inc. 2005 Equity and Incentive Plan (the "Plan") is a successor to the following equity compensation plans:

(i)
Bentley Pharmaceuticals, Inc. Amended and Restated 1991 Stock Option Plan (the "1991 Plan");

(ii)
2001 Employee Stock Option Plan of Bentley Pharmaceuticals, Inc. (the "2001 Plan"); and

(iii)
2001 Directors' Stock Option Plan of Bentley Pharmaceuticals, Inc. (the "Directors' Plan").

        The 1991 Plan, the 2001 Plan, and the Directors' Plan are sometimes collectively referred to herein as the "Prior Plans". Effective as of the
date the Plan is approved by the Company's stockholders (the "Effective Date"), no further options shall be granted under the Prior Plans.
However, the provisions of the Prior Plans shall continue to apply to options granted under the Prior Plans prior to the Effective Date. In the
event that the Plan is not approved by the stockholders, options shall continue to be granted under the Prior Plans in accordance with their terms,
to the extent permissible thereunder.

        The purpose of the Plan is to attract and retain key employees, consultants, and directors of the Company and its Affiliates, to provide an
incentive for them to achieve long-range performance goals, and to enable them to participate in the long-term growth of the Company. The Plan
seeks to achieve this purpose by providing Awards in the form of Restricted Stock, Restricted Stock Units, Cash Awards, Options (which may
constitute Incentive Stock Options or Nonstatutory Stock Options) or Stock Appreciation Rights.

2.     Definitions

        Capitalized terms are defined in the provisions of the Plan or in Appendix 1 attached hereto, which is incorporated in the Plan by this
reference. Appendix 1 also contains a list of defined terms and reference to where their definitions appear in the Plan.

3.     Administration

        The Plan shall be administered by the Committee. The Committee shall determine which eligible employees, consultants, and directors will
receive Awards. The Committee shall have authority to adopt, alter and repeal such administrative rules, guidelines and practices governing the
operation of the Plan as it shall from time to time consider advisable, to interpret the provisions of the Plan and any Award agreement, and to
remedy any ambiguities or inconsistencies therein. The Committee's decisions shall be final and binding. To the extent permitted by applicable
law, the Committee may delegate to one or more executive officers of the Company the power to make Awards to Participants who are not
subject to Section 16 of the Exchange Act and all determinations under the Plan with respect thereto, provided that the Committee shall fix the
maximum amount of such Awards for all such Participants and a maximum for any one Participant, and such other features of the Awards as
required by applicable law.

4.     Eligibility

        All employees, directors and consultants of the Company or any Affiliate are eligible to be Participants in the Plan. Incentive Stock Options
may be granted only to eligible employees of the Company or its Affiliates who are taxpayers for United States federal income tax purposes.
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5.     Stock Available for Awards

(a)   Amount.    Shares of Common Stock available for grants of Awards under the Plan shall consist of (i) all shares of Common Stock
remaining available on the Effective Date for grant of options under the Prior Plans, (ii) all shares of Common Stock subject to any outstanding
option under any of the Prior Plans or the Executive Options that after the Effective Date expires, terminates unexercised, or is forfeited or
settled in a manner that results in fewer shares outstanding than were subject to the option as originally granted, and (iii) all additional shares
that may become available as a result of any adjustment under Section 5(b). Not more than 5,166,828 shares shall become available under the
Plan pursuant to clauses (i) and (ii) of the preceding sentence. If any Award under the Plan expires, is terminated unexercised, or is forfeited or
settled in a manner that results in fewer shares outstanding than were originally awarded, then any shares no longer subject to such Award and
not issued thereunder shall again be available for Awards under the Plan. Common Stock issued through the assumption or substitution of
outstanding grants from an acquired company shall not reduce the shares available for Awards under the Plan. Shares issued under the Plan may
consist in whole or in part of authorized but unissued shares or treasury shares.

(b)   Adjustment.    In the event that the Committee determines that any stock dividend, extraordinary cash dividend, recapitalization,
reorganization, merger, consolidation, split-up, spin-off, combination, exchange of shares, or other transaction affects the Common Stock such
that an adjustment is required in order to preserve the benefits intended to be provided by the Plan, then the Committee (subject in the case of
Incentive Stock Options to any limitation required under the Code) shall equitably adjust any or all of (i) the number and kind of shares in
respect of which Awards may be made under the Plan, (ii) the number and kind of shares subject to outstanding Awards, and (iii) the exercise
price with respect to any of the foregoing, and if considered appropriate, the Committee may make provision for a cash payment with respect to
an outstanding Award, provided that the number of shares subject to any Award shall always be a whole number.

(c)   Limit on Individual Grants.    The maximum number of shares of Common Stock subject to all Awards that may be granted under the
Plan to any Participant in the aggregate in any calendar year shall not exceed 500,000 shares subject to adjustment under subsection (b). With
respect to any Award settled in cash that is intended to satisfy the requirements for "performance-based compensation" (within the meaning of
Section 162(m)(4)(C) of the Code), no more than $5,000,000 may be paid to any one individual with respect to each year of a Performance
Period.

6.     Stock Options

(a)   Grant of Options.    Subject to the provisions of the Plan, the Committee may grant options ("Options") to purchase shares of Common
Stock (i) complying with the requirements of Section 422 of the Code or any successor provision and any regulations thereunder ("Incentive
Stock Options"), and (ii) not intended to comply with such requirements ("Nonstatutory Stock Options"). The Committee shall determine the
number of shares subject to each Option and the exercise price therefor, which shall not be less than 100% of the Fair Market Value of the
Common Stock on the date of grant.

(b)   Terms and Conditions.    Each Option shall be exercisable at such times and subject to such terms and conditions as the Committee
may specify in the applicable grant or thereafter; provided that (i) no Option shall be exercisable after the expiration of ten years from the date
the Option is granted, and (ii) no Option may be granted with a reload feature which provides for an automatic grant of additional or replacement
options upon the exercise of an Option. The Committee may impose such conditions with respect to the exercise of Options, including
conditions relating to applicable securities laws, as it considers necessary or advisable.

(c)   Payment.    No shares shall be delivered pursuant to any exercise of an Option until payment in full of the exercise price therefor is
received by the Company. Such payment may be made in whole or
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in part in cash or to the extent permitted by the Committee at or after the grant of the Option, pursuant to any of the following methods: (i) by
actual delivery and transfer, or attestation of ownership and delivery of a valid instrument of transfer, to the Company of shares of Common
Stock owned by the Participant, including vested Restricted Stock, (ii) by retaining shares of Common Stock otherwise issuable pursuant to the
Option, (iii) for consideration received by the Company under a broker-assisted cashless exercise program acceptable to the Company, or (iv) for
such other lawful consideration as the Committee may determine.

7.     Stock Appreciation Rights

(a)   Grant of SARs.    Subject to the provisions of the Plan, the Committee may grant rights to receive any excess in value of shares of
Common Stock over the exercise price ("Stock Appreciation Rights" or "SARs") in tandem with an Option (at or after the award of the Option),
or alone and unrelated to an Option. SARs in tandem with an Option shall terminate to the extent that the related Option is exercised, and the
related Option shall terminate to the extent that the tandem SARs are exercised. The Committee shall determine at the time of grant or thereafter
whether SARs are settled in cash, Common Stock or other securities of the Company, Awards or other property.

(b)   Exercise Price.    The Committee shall fix the exercise price of each SAR or specify the manner in which the price shall be
determined. An SAR granted in tandem with an Option shall have an exercise price not less than the exercise price of the related Option. An
SAR granted alone and unrelated to an Option may not have an exercise price less than 100% of the Fair Market Value of the Common Stock on
the date of the grant.

(c)   Limited SARs.    An SAR related to an Option, which SAR can only be exercised upon or during limited periods following a change in
control of the Company, may entitle the Participant to receive an amount based upon the highest price paid or offered for Common Stock in any
transaction relating to the change in control or paid during a specified period immediately preceding the occurrence of the change in control in
any transaction reported in the stock market in which the Common Stock is normally traded.

8.     Restricted Stock and Restricted Stock Units

(a)   Grant of Restricted Stock.    Subject to the provisions of the Plan, the Committee may grant shares of Common Stock subject to
forfeiture ("Restricted Stock") and determine the duration of the period (the "Restricted Period") during which, and the conditions under which,
the shares may be forfeited to the Company and the other terms and conditions of such Awards. Shares of Restricted Stock may be issued for no
cash consideration or such minimum consideration as may be required by applicable law.

(b)   Restrictions.    Shares of Restricted Stock may not be sold, assigned, transferred, pledged or otherwise encumbered, except as
permitted by the Committee, during the Restricted Period. Shares of Restricted Stock shall be evidenced in such manner as the Committee may
determine. Any certificates issued in respect of shares of Restricted Stock shall be registered in the name of the Participant and unless otherwise
determined by the Committee, deposited by the Participant, together with a stock power endorsed in blank, with the Company. At the expiration
of the Restricted Period, the Company shall deliver such certificates to the Participant or, if the Participant has died, to the Participant's
Designated Beneficiary.

(c)   Restricted Stock Units.    Subject to the provisions of the Plan, the Committee may grant the right to receive in the future shares of
Common Stock subject to forfeiture ("Restricted Stock Units") and determine the duration of the Restricted Period during which, and the
conditions under which, the Award may be forfeited to the Company and the other terms and conditions of such Awards. Restricted Stock Unit
Awards shall constitute an unfunded and unsecured obligation of the Company,
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and shall be settled in shares of Common Stock or cash, as determined by the Committee at the time of grant or thereafter. Such Awards shall be
made in the form of "units" with each unit representing the equivalent of one share of Common Stock.

9.     General Provisions Applicable to Awards

(a)   Transferability.    Except as otherwise provided in this Section 9(a), an Award (i) shall not be transferable other than as designated by
the Participant by will or by the laws of descent and distribution, and (ii) may be exercised during the Participant's lifetime only by the
Participant or by the Participant's guardian or legal representative. In the discretion of the Committee, any Award may be transferable upon such
terms and conditions and to such extent as the Committee determines at or after grant, provided that Incentive Stock Options may be transferable
only to the extent permitted by the Code.

(b)   Documentation.    Each Award under the Plan shall be evidenced by a writing delivered to the Participant specifying the terms and
conditions thereof and containing such other terms and conditions not inconsistent with the provisions of the Plan as the Committee considers
necessary or advisable to achieve the purposes of the Plan or to comply with applicable tax and regulatory laws and accounting principles.

(c)   Committee Discretion.    Each type of Award may be made alone, in addition to or in relation to any other Award. The terms of each
type of Award need not be identical, and the Committee need not treat Participants uniformly. In addition to the authority granted to the
Committee in Section 9(l) to make Awards to Covered Employees which qualify as "performance-based compensation" for purposes of
Section 162(m) of the Code, the Company may grant Awards subject to such performance conditions (including performance-based vesting) as
it shall determine in its discretion. Except as otherwise provided by the Plan or a particular Award, any determination with respect to an Award
may be made by the Committee at the time of grant or at any time thereafter.

(d)   Dividends and Cash Awards.    In the discretion of the Committee, any Award under the Plan may provide the Participant with
(i) dividends or dividend equivalents payable currently or deferred with or without interest, and (ii) cash payments in lieu of or in addition to an
Award.

(e)   Termination of Employment or Service.    The Committee shall determine and set forth in the grant agreement evidencing the Award
the effect on an Award of the disability, death, retirement or other termination of employment or service of a Participant and the extent to which,
and the period during which, the Participant's legal representative, guardian or Designated Beneficiary may receive payment of an Award or
exercise rights thereunder. Unless the Committee provides otherwise in any case, a Participant's employment or service shall have terminated for
purposes of the Plan at the time the entity by which the Participant is employed or to which the Participant renders service ceases to be an
Affiliate of the Company.

(f)    Change in Control.    In order to preserve a Participant's rights under an Award in the event of a change in control of the Company as
defined by the Committee (a "Change in Control"), the Committee in its discretion may, at the time an Award is made or at any time thereafter,
take one or more of the following actions: (i) provide for the acceleration of any time period relating to the exercise or payment of the Award,
(ii) provide for payment to the Participant of cash or other property with a Fair Market Value equal to the amount that would have been received
upon the exercise or payment of the Award had the Award been exercised or paid upon the Change in Control, (iii) adjust the terms of the
Award in a manner determined by the Committee to reflect the Change in Control, (iv) cause the Award to be assumed, or new rights substituted
therefor, by another entity, or (v) make such other provision as the Committee may consider equitable to Participants and in the best interests of
the Company.
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(g)   Loans.    Except for loans to reporting Persons, which are not authorized hereunder, the Committee may authorize the making of loans
to Participants in connection with the grant or exercise of any Award under the Plan.

(h)   Withholding Taxes.    The Participant shall pay to the Company, or make provision satisfactory to the Committee for payment of, any
taxes required by law to be withheld in respect of Awards under the Plan no later than the date of the event creating the tax liability. In the
Committee's discretion, such tax obligations may be paid in whole or in part in shares of Common Stock, including shares retained from the
Award creating the tax obligation, valued at their Fair Market Value on the date of delivery. The Company and its Affiliates may, to the extent
permitted by law, deduct any such tax obligations from any payment of any kind otherwise due to the Participant.

(i)    Foreign National Awards.    Notwithstanding anything to the contrary contained in the Plan, Awards may be made to Participants who
are foreign nationals or employed or performing services outside the United States on such terms and conditions different from those specified in
the Plan as the Committee considers necessary or advisable to achieve the purposes of the Plan or to comply with applicable laws.

(j)    Amendment of Award.    Except as provided in Section 9(k), the Committee may amend, modify or terminate any outstanding Award,
including substituting therefor another Award of the same or a different type, changing the date of exercise or realization, and converting an
Incentive Stock Option to a Nonstatutory Stock Option, provided that the Participant's consent to such action shall be required unless (i) the
Committee determines that the action, taking into account any related action, would not materially and adversely affect the Participant, or (ii) the
action is permitted by the terms of the Plan.

(k)   No Repricing of Options.    Notwithstanding anything to the contrary in the Plan, the Company shall not engage in any repricing of
Options granted under the Plan (including those granted under the Prior Plans and the Executive Options) without further stockholder approval.
For this purpose, the term "repricing" shall mean any of the following or other action that has the same effect: (i) lowering the exercise price of
an Option after it is granted, (ii) any other action that is treated as a repricing under generally accepted accounting principles, or (iii) canceling
an Option at a time when its exercise price exceeds the fair market value of the underlying stock in exchange for another Option, Restricted
Stock, or other equity of the Company, unless the cancellation and exchange occurs in connection with a merger, acquisition, spin-off, or similar
corporate transaction.

(l)    Code Section 162(m) Provisions.    If the Committee determines at the time an Award is granted to a Participant that such Participant
is, or may be as of the end of the tax year for which the Company would claim a tax deduction in connection with such Award, a Covered
Employee, then the Committee may provide that the Participant's right to receive cash, Shares, or other property pursuant to such Award shall be
subject to the satisfaction of Performance Goals during a Performance Period. Prior to the payment of any Award subject to this Section 9(l), the
Committee shall certify in writing that the Performance Goals and other material terms applicable to such Award were satisfied.
Notwithstanding the attainment of Performance Goals by a Covered Employee, the Committee shall have the right to reduce (but not to increase)
the amount payable at a given level of performance to take into account additional factors that the Committee may deem relevant. The
Committee shall have the power to impose such other restrictions on Awards subject to this Section 9(l) as it may deem necessary or appropriate
to ensure that such Awards satisfy all requirements for "performance-based compensation" within the meaning of Section 162(m) of the Code.

10.   Miscellaneous

(a)   No Right To Employment.    No person shall have any claim or right to be granted an Award. Neither the Plan nor any Award
hereunder shall be deemed to give any employee the right to
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continued employment or service or to limit the right of the Company to discharge any Participant at any time.

(b)   No Rights As Stockholder.    Subject to the provisions of the applicable Award, no Participant or Designated Beneficiary shall have
any rights as a stockholder with respect to any shares of Common Stock to be distributed under the Plan until he or she becomes the holder
thereof. A Participant to whom Common Stock is awarded shall be considered the holder of the Stock at the time of the Award except as
otherwise provided in the applicable Award.

(c)   Effective Date.    The Plan shall become effective on the Effective Date.

(d)   Amendment and Term of Plan.    The Board may amend, suspend or terminate the Plan or any portion thereof at any time, subject to
such stockholder approval as the Board determines to be necessary or advisable to comply with any tax or regulatory requirement. Unless
terminated earlier by the Board or extended by subsequent approval of the Company's stockholders, the term of the Plan shall expire at the close
of business on the date immediately preceding the tenth anniversary of the date on which the Plan was originally approved by stockholders, and
no further Awards shall be made thereafter.

(e)   Governing Law.    The provisions of the Plan shall be governed by and interpreted in accordance with the laws of Delaware.

The Plan was adopted by the Board of Directors on March 30, 2005.

The Plan was approved by the stockholders on                        , 2005.
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Appendix 1

        "1991 Plan"�See Section 1.

        "2001 Plan"�See Section 1.

        "Affiliate" means any business entity in which the Company owns directly or indirectly 50% or more of the total voting power or has a
significant financial interest as determined by the Committee.

        "Award" means any Option, Stock Appreciation Right, Restricted Stock, Restricted Stock Unit, Cash Award, or Foreign National Award
granted under the Plan.

        "Board" means the Board of Directors of the Company.

        "Cash Award"�See Section 9(d).

        "Code" means the Internal Revenue Code of 1986, as amended from time to time, or any successor law.

        "Committee" means one or more committees each comprised of not less than three members of the Board appointed by the Board to
administer the Plan or a specified portion thereof. If a Committee is authorized to grant Awards to a Reporting Person or a Covered Employee,
each member shall be a "disinterested person" or the equivalent within the meaning of applicable Rule 16b-3 under the Exchange Act or an
"outside director" or the equivalent within the meaning of Section 162(m) of the Code, respectively.

        "Common Stock" or "Stock" means the Common Stock, $.02 par value, of the Company.

        "Company" means Bentley Pharmaceuticals, Inc.

        "Covered Employee" means a "covered employee" within the meaning of Section 162(m) of the Code.

        "Designated Beneficiary" means the beneficiary designated by a Participant, in a manner determined by the Committee, to receive amounts
due or exercise rights of the Participant in the event of the Participant's death. In the absence of an effective designation by a Participant,
"Designated Beneficiary" means the Participant's estate.

        "Directors' Plan"�See Section 1.

        "Effective Date"�See Section 1.

        "Exchange Act" means the Securities Exchange Act of 1934, as amended from time to time, or any successor law.

        "Executive Options"�means options granted and approved by Bentley stockholders in 1996 to Bentley's then executive officers,
Messrs. Murphy, Price and Stote, outside of any stock option plan.

        "Fair Market Value" means, with respect to Common Stock or any other property, the fair market value of such property as determined by
the Committee in good faith or in the manner established by the Committee from time to time.

        "Foreign National Award"�See Section 9(i).

        "Incentive Stock Option"�See Section 6(a).

        "Nonstatutory Stock Option"�See Section 6(a).

        "Option"�See Section 6(a).

        "Participant" means a person selected by the Committee to receive an Award under the Plan.
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        "Performance Goals" means with respect to any Performance Period, one or more objective performance goals based on one or more of the
following objective criteria established by the Committee prior to the beginning of such Performance Period or within such period after the
beginning of the Performance Period as shall meet the requirements to be considered "pre-established performance goals" for purposes of Code
Section 162(m): (i) increases in the price of the Common stock, (ii) market share, (iii) sales, (iv) revenue, (v) return on equity, assets, or capital,
(vi) economic profit (economic value added), (vii) total shareholder return, (viii) costs, (ix) expenses, (x) margins, (xi) earnings or earnings per
share, (xii) cash flow, (xiii) customer satisfaction, (xiv) operating profit, (xv) research and development, (xvi) product development,
(xvii) manufacturing, or (xviii) any combination of the foregoing, including without limitation, goals based on any of such measures relative to
appropriate peer groups or market indices. Such Performance Goals may be particular to a Participant or may be based, in whole or in part, on
the performance of the Company generally or on the performance of the division, department, line of business, subsidiary, or other business unit,
whether or not legally constituted, in which the Participant works.

        "Performance Period" means the period of service designated by the Committee applicable to an Award subject to Section 9(l) for which
the Performance Goals will be measured.

        "Plan" means the Bentley Pharmaceuticals, Inc. 2005 Equity and Incentive Plan.

        "Prior Plans"�See Section 1.

        "Reporting Person" means a person subject to reporting under Section 16 of the Exchange Act.

        "Restricted Period"�See Section 8(a).

        "Restricted Stock"�See Section 8(a).

        "Restricted Stock Unit"�See Section 8(c)

        "Stock Appreciation Right" or "SAR"�See Section 7(a).
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BENTLEY PHARMACEUTICALS, INC.

ANNUAL MEETING OF STOCKHOLDERS�MAY 24, 2005
PROXY SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned holder of Common Stock of Bentley Pharmaceuticals, Inc., a Delaware corporation (the "Company"), hereby appoints James R.
Murphy and Michael D. Price and each of them, as proxies for the undersigned, each with full power of substitution, for and in the name of the
undersigned to act for the undersigned and to vote, as designated below, all of the shares of stock of the Company that the undersigned is entitled
to vote at the 2005 Annual Meeting of Stockholders of the Company, to be held on Tuesday, May 24, 2005, at 9:00 a.m., local time, at the
Wentworth By The Sea Marriott Hotel, located at 588 Wentworth Road, New Castle, NH 03854 and at any adjournments or postponements
thereof.

(CONTINUED AND TO BE SIGNED ON REVERSE SIDE)

Edgar Filing: BENTLEY PHARMACEUTICALS INC - Form DEF 14A

43



ANNUAL MEETING OF STOCKHOLDERS OF

BENTLEY PHARMACEUTICALS, INC.

May 24, 2005

PROXY VOTING INSTRUCTIONS

MAIL�Date, sign and mail your proxy card in the envelope provided as soon as
possible.

COMPANY NUMBER

�OR�

TELEPHONE�Call toll-free1-800-PROXIES (1-800-776-9437) from any touch-tone
telephone and follow the instructions. Have your proxy card available when you call.

ACCOUNT NUMBER

You may enter your voting instructions at 1-800-PROXIES up until 11:59 PM Eastern Time the day before the meeting date.

-- Please detach along perforated line and mail in the envelope provided IF you are not voting via telephone. --

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" THE ELECTION OF DIRECTORS AND "FOR" PROPOSAL 2. PLEASE SIGN,
DATE AND RETURN PROMPTLY IN THE ENCLOSED ENVELOPE. PLEASE MARK YOUR VOTE IN BLUE OR BLACK INK AS SHOWN

HERE  ý

FOR
o

AGAINST
o

ABSTAIN
o

1. The election of two Class III Directors to serve until the 2008 Annual
Meeting of Stockholders, or until the election and qualification of their
respective successors:

2. The approval of a consolidation
of all shares that are, or may
hereafter become, available
under our existing option plans
and certain other outstanding
options into a new 2005 Equity
and Incentive Plan, including
approval of its material terms and
performance goals for purposes
of Internal Revenue Code
Section 162(m).

NOMINEES:
o FOR ALL NOMINEES o

o
James R. Murphy
Miguel Fernandez

o WITHHOLD AUTHORITY
FOR ALL NOMINEES

o FOR ALL EXCEPT
(See instructions below)

Upon such other matters as may properly come before the Annual
Meeting and any adjournments or postponements thereof. In their
discretion, the proxies are authorized to vote upon such other business
as may properly come before the Annual Meeting and any
adjournments or postponements thereof.
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THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE
VOTED IN THE MANNER DIRECTED HEREIN BY THE
UNDERSIGNED STOCKHOLDER. IF NO DIRECTION IS
MADE, THIS PROXY WILL BE VOTED "FOR" THE
ELECTION OF ALL CLASS III DIRECTOR NOMINEES
LISTED ABOVE AND "FOR" PROPOSAL 2.

INSTRUCTION: To withhold authority to vote for any individual nominee(s), mark
"FOR ALL EXCEPT" and fill in the circle next to each nominee you wish to
withhold, as shown here:                �

The undersigned hereby acknowledges receipt of (i) the Notice of
Annual Meeting, (ii) the Proxy Statement and (iii) the Company's 2004
Annual Report.

PLEASE MARK, SIGN AND DATE THIS PROXY CARD AND
PROMPTLY RETURN IT IN THE ENVELOPE PROVIDED. NO
POSTAGE NECESSARY IF MAILED IN THE UNITED
STATES.

To change the address on your account, please check the box at right and indicate
your new address in the address space above. Please note that changes to the
registered name(s) on the account may not be submitted via this method.    o
Signature of
Stockholder

Date: Signature of
Stockholder

Date:

Note: Please sign exactly as your name or names appear on this Proxy. When shares are held jointly, each holder should sign. When signing as executor,
administrator, attorney, trustee or guardian, please give full title as such. If the signer is a corporation, please sign full corporate name by duly authorized officer,
giving full title as such. If signer is a partnership, please sign in partnership name by authorized person.
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QuickLinks

General Information About Voting
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
PROPOSAL 1 ELECTION OF DIRECTORS
PROPOSAL 2 APPROVAL OF THE BENTLEY PHARMACEUTICALS, INC. 2005 EQUITY AND INCENTIVE PLAN
CORPORATE GOVERNANCE
EXECUTIVE COMPENSATION
Summary Compensation Table
Option Grants in Last Fiscal Year
Aggregated Option Exercises in Last Fiscal Year and Fiscal Year-End Option Values
Total Shareholder Returns (Dividends Reinvested)
AUDIT COMMITTEE REPORT
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
MISCELLANEOUS
Appendix A BENTLEY PHARMACEUTICALS, INC. 2005 EQUITY AND INCENTIVE PLAN
Appendix 1
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