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Securi.ties registered p.irsliant to Section 12(b) of the Act: & REI'uil • .; ~ , 
..___~:.::::_--~---

Title of each class 

Cormon Shares 
Without Par Value 
($1.25 Stated Value) 

9-1/4% Notes Due 1985 

Naite of each exchanqe 
#·on which reqistered 

New York Stock Exchanqe 
Midwest Stock Exchanqe 
Pacific Stock Exchanqe 

New York Stock Exchange 

Securities reqistered p.1rsuanf to Section 12(q) of the Act: None. 

Indicate by check mark whether thi;! registrant (1) has filerl all reports required 
to be filed by Section 13 or 15(d) of the Securities Exchanqe ~ct of. 1934 durinq 
the ~recedinq 12 months (or for such shorter period that the rE!Qistrant was 
required to file such reports), and (2) has been slibiect to such filinq 
requirements for the past 90 days. 

Yes X No. • 

The aqqregate market value of the voting stock held by non-affiliates of the 
registrant as of Januarv 29, 1Cl82, excludinq, for p.1rposes of this CXX11)'.llltation, 
only stock_holdinqs of the reqistrant's Directors and Officers. $188,647,527 

The number of Conm:>n Shares outstanding on January 29, 1982 was 6,777,028 • 

[X)CtJmn'S INCORPORATED BY REFERENCE ,, . -

Portions of the annual shareholr1ers' report for the year ended Noverrber 30, 
1981, are incorporated by reference into Parts I and II. 

~':11 Portions of the annual proxy statement· for" the year ended November 30, 1981, are 
incorporated by reference into Part I and Part III. 
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PART I 

rreM 1. Business 

'f1'1e Scott & Fetzer Conpany ("Scott Fetzer" or "Conpany" l is a diversified 
conpanv which manufactures and sells products in. the Cleaning Systerrs & 
Household PtriduCt:s, Education & Information Systems, Fluid Transmission, 
Vehicµlar Products and Energy & COntrol. segments. ·Tl«> of Scott Fetzer's 
principal. pi:oduct lines are vacul.Dn cleaners· and related accessories pri1111rily 
for.home use sold under the Kirby and.other brand names and encyclopeCj~as and 
relatea ec'!Qcational pi:oducts sold under the w:>rld Book name. Scott Fe::zer has 
16 operating l,lnits located in 14 states, m:>st of whidl were independent 
businesses acquired subseauent to'l963. 

Founded in 1914, Scott Fefi:e:c was incorporated under the laws of the 
state of'<llio on Noveni>er 30, 1917. '\ 

Business SE!gments 

'lbe an:xmt of·'net sales and other re•/enue, income before taxes and 
identifiable a&sets, for the past three yea'rs, attribut~le to ead1 business 
seqment iii! set forth in the tables on pag~ 26 and 27 and additional informatioo 
is noted in footnote 12 on pi!llJeS 31 and 32 of the 1981 1wlual Report to 
shareholders of Scott Fetzer, which -tables and footnote are incorporated_ herein 
by reference. 5egmen~ data for 1980 and 1979 has been restated to reflect the 
reali~nrrent of operatinq units initiated in 1981. Scott Fetzer's business 
~nts are b,ased in part on the similarity of certain of its. products and in 
part oo' the similaritv of the markets ii\ i.tlich its products are sold. Such data 
reflect the allocatioo. of certain expenses and other arbitrati/: determinations. 
,, 

ruring the fiscal year ended Noven'ber 30, 1981, m sinqle custaner 
purchased pi:oducts from the operating units of Scott Fetzer which in the 
aQgreqate accounted for 11Pre than 10% of total sales fran o:intinuinq operations 
for.such fiscal year. Scott Fetzer doe$ not believe that the loss of arr/ single 
custaner wC>uld have a material adverse effect oo its total business. 

Cleaning SVstems & Household Products 

Scott Fetzer manufactures and distributes a wide variety of vacul.Dn 
cleaners and other floor maintenance equipnent and suwlies for residential, 
industrial·· and institutional use. Soott Fetzer also manufactures and sells to 
other manufacturers certain ~t parts incorporated in sud! equipnent • 

Floor maintenance equipnent for o:instDner use is sold primarily l.Zlder the 
K~ ~· and certain other floor maintenance equipnent ~or sud! use is sold 
unaer ~!:h ,,the private labels of custaners and under certain c:onpany trade 
names. Scott Fetzer, _,midi entered the household vacU\.111 cleaner field in 1919, , 

1 



2 

" 
· manufactutes and sells the Kirby UPright vacuum cleaner and telated floor care 
·and other accessories. Kirl:Jo.i products ate sold by the direct sales method 
in the home throuqh approximately 10,000 independent dealers worldwide, backed 
by Some 700 ,factory and ~rea distributors. Kirby's sales to distributors are 
substantially all for cash. In Septerrber, 1981, a significantly inproved Kirbv 
Home care System'i called the Kirby lleritage gystem, was introduced to the KirbY 
marketinq orqanization. In fiscal 1981, oo ooe distributor accounted for 110re 
~an 2t of Kirby sales. D:llnestic sales ate fairly evenly distributed throuqhout 

t ~. oountry, based lp:in population densities. 'ftle sale of vacuum cleaners and 
related.I/accessories primarily for home use under the Kirby and other names, as 
well .im private labels, accounted for approximately 12t, 13t and 14t of total 
revenues from continuing operations of Scott Fetzer for each of the fiscal years 
1979 thtoUC!h 1981, tespectively. . . " . 

As of 'Novelltler 30, 1981, united Retail Finance COlrl:lany, a "1olly-owned 
subsidiary of world Book Finance, Inc., which finances conswner installment 
aooounts'for Kirby distributors, had trade receivables with a face arount 
totalling approximately $12 million. 

In addition to the Kirby products, SCOtt Fetzer manufactures and sells 

• 

· 'under the l\merican Lincoln name an extensive line of power-driven industrial and 
institutional floor maintenance equipment and relate~ SUPPlies includinq 
industrial-type polishers, sweepers, wet floor scrubfiei:s, tank-type vacuum 
cleaners and sweepers ranqinq in size from limited space vacuum cleaners llP to, 
and including, tractor nDUnted scrubbers and sweepers. 'nle Conpany also 
manufactutes roller and .flat· brushes for vacuum cleaners, p:>lishers and other 
floor maintenance equipment, replacement vacul.111 cleaner parts, chemical cleaninq 
products, vacuum cleaner baqs and tePiacement parts for home vacuum cleaners, 
injection 11Dlded plastic. items, includinq containers and a household line of · 
cutlery and scissors.,, 

• 

• 

• 

'nle Cleaninq Systems & Household Products seqment pt"imarily serves 
cons\lller, institutional, oonmercial and industrial markets. · 

F.ducation & Information Systems 

SOOtt Fetzer, throuqll its "1olly~ subsidiary, W:>rld Hook, Inc., 
publishes and sells 'nle W:>rld Book Encyclopedia, other reference ~rlcs and 
education and instruction material JXimarily IS\der the W:>rld Book and Childcraft 
names. Domestic encyclopedia .sales ate principally by the direct sales method, 
in the home and to schools and libraries throuqh ~roximately 9,035 full and. 
part-time i~ndent comnissioned sales representatives. W:>rld Book, through 
subsidiaries. and branches havinq ~roximatelv 849 independent o::JT111issioned 
sales representatives, conducts direct sellin:J operations. in c~, Japan, 
Australia, the British Isles and the Caribbean. Substantially all of W:>rld 
Book's Japanese operations wete sold in Decent>er, 1981. world Book also 
markets·, pt"imarily b'{ ditect mail, its ann!Jal encyclopedia supplements, other 
publications, insurance and other merchandise through subsidiaries • 
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A large proportion of encyclopedia sales are maae on a deferred cxmsumer 
credit installment basis. 'J.'he domestic and Caribbean installment acoounts 
receivable are financed by ~rld Book through its ~lly~ subsidiary, ~rld 
Book Finance, Inc. At Noveniler 30, 1981, the face anount of these receivables 
totaled apptoximately $130 million. 

Iq 1981, n:> Q'le representative acoounted for llDre than 2% of ~rld Book 
domestic sales. Domestic sales are fairly evenly distributed throughout the 
country based upon population densities. For fiscal yea~s 1979, 1980 and 1981, 
sales of ~rld Book products under the ~rld Book and other names acoounted for 
approximately 37%, 42% and 40%, respectively, of-ftotal revenues from CX>ntinuinq 
operations of Scott Fetzer. · 

'rtle Education & Household Systems segment primarilv serves the oonslimer, 
educational and mass merchandiser markets • 

Fluid Transmission 
.. 

SCOtt Fetzer manufactures a variety of products involvinq the 
transmission of fluids, the major itens of which are conplete, as well as 
c:onpinent parts of, air conpressors am sprayinq units includinq snall 
0011Pressors, for the spraying of paints and other liquids: qrey and ductile iron 
castings, air r:eceivers: oonpressed gas oontainers: and high Jressure sprayers 
and was.~ers., 'rtlese products are sold by mass merchandisers under private 
labels by various .. retail stores under the CanJ?l:>ell Hausfeln brand name and 
thtoUgh independent distributors and sales representatives. Durin;i fiscal 1981, 
C2111Jlbell Hausfeld introduced a new, light-weight air power service called Power 
Pal• into the conslm!r market. For fiscal.years 1979 through 1981, sales of 
oonplete soraying units and conp:inents acoounted for apc?OXimately 13%, 12% and 
13%, respectively, of total sales ftan continuing operations of Scott Fetzer. 

In addition, SCOtt Fetzer assent>les and sells under the Wayne Home 
F.quipnent name, power qas and oil burners and water circulating-;'S\li1'P ana other 
~· Durinq fiscal 1981, wavne Home Equipnent introduced a new oost and 
eitei:9Yi' efficient burner called the Blue Angel•. 

1:' ,, 
/' Also within the Fluid 't'ransmis.sim seqment, SCOtt Fetzer manufactures 

··· cor.rlectors and fittinqs for conpressecfgas applications. 
f ~ 

/. 'rtle Fluid Tranmission secment serves primarily do-it-yourself hardware, 
/tone center and ft'l!IS."1 merchandiser markets, but original equipnent and industrial 

;: markets represent growinq areas of activity. 

Vehicular Products 

Scott P.etzer manufactures and sells, Jrimarily thtouqh independent 
distributors, utility service truck bodies and related equipnent and. suspensioo 
system conpouents for· vehicles. In additi.on, scott Fetzer manufactures and 
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markets, primarily through independent distributors, electrical and mechanical 
winches for marine and other applications, and towing equiµnent, including 
trailer hitches, balls, couplers and other related towing items, fan clutches, 
oil coolers, anteMas for the recreational vehicle market as well as 
recreational vehicle awnings, hydraulic cylinders, valves and steering oolU!TU'l 
u:iiriponents for trucks and heavy equipnent and military tank track links. 

'lbe Vehicular Products segment primarily serves the recreational vehicle, 
heavy duty truc!c, construction, a:iricultural equipment and military vehicular 'r 
equipnent markets. 

Enerqy & Control 

Scott Fetzer is engaged in the manufacture and sale of explosion-proof 
fittings and junctioo boxes, rootor efficiency control devices, instrument 
housings and control stations for electrical distribution svstemsi a specialty 
line of' arroored cable coMectors, and various other items used principally in 
oonriection with hiqh and low voltage electric cables, fittings, couplers and 
liquid-tight conduit fittinqsi various precisioo equipnent for use in processinq 
industries for the neasurement of ixessure, vacuum and flow of liquidsi zinc and 
al1111in1111 die cast electrical fittingsi transformers an:'! ballasts for indoor and 
outcb:>r ![!lectrical signsi ignition systems for residential and industrial oil 
furnaces, includin;J solid-state control i fractional horsepower rootors for 
electrical ar:ipliances and other productsi and timing devices for residential and 
O',llllnercial appliances. 'l'tlese products are principally solo by direct factory 
sales people and independent manufacturer's representatives and distributed to 
and thto1.lgh original equipnent manufacturers and wholesale distributors • 

Markets for the Enerqy & Control seqment include construction, electrical sign, 
appliance and oil and gas industries. 

Acguisitions and Dispositions 

Durinq the first (fJarter, 1981, Scott Fetzer sold its Streanway Division for 
cash and. a rote. Effective Decenber 1, 1981, substantially all of world 
Boole's opet·ations in Japan were sold in a cash transaction. 

O?npetitioo 

'lbere are a larqe nuniler of conpanies engaqed in manufacturing each class 
of product made by Scott Fetzer. Al.though Scott Fetzer believes it is ~ the 
leaders in the manufacture and sale of certain of its major product lines, 
including hiqh quality vacullll cleaners, encyclopedias an:'! various types of air 
conpressors, the Conpany's products are sold in many markets, and there is 
substantial conipetitioo in each of the markets it serves • 

4 
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Backloq 

Scott Fetzer Cbes rot believe that the d:>llar anount of backlog of 
orders and related informatioo is material for an understanding of its· business. 
A substantial Pe>rtioo of Scott Fetzer's operations involve the recurring 
prtlductioo of standatd itens that are shii;p!d to the custcmer relatively shortlv 
after ar. order is received by Scott Fetzer. 

Raw-Materials.m\d Sug>lies 

Raw materials te<!Uired for Scott Fetzer's various products are comn:>nly 
avll.ilable materials such as paper, steel, zinc,_ •alumimun, iron, brass and 
copper, which are pirchased d:>mestically from producers and distributors of such 
items. - SuWliers Qf CXJll"l)OnE!nt parts and castings are located in many areas 
throughou,t the oouritry. Scott Fetzer Cbes oot depend oo a sin~le source of 
suwly for its raw materials, oonp:>nent parts or suwlies, and believes that its 
sources of supply are adequate. 

~rgy » 
Soott Fetz~r utilizes oil, qas and electricity as iti1 orin(!ipal, enerqy 

~~ces. 'Dlere has been n:> material disruptioo of produel;ic:in at ai'f}' of the 
Scott Fetzer plants because of enerqy shortaqes. f!OWever, there is n:> assurance 
that energy shortages in the future will not have an adverse effect oo Scott 
Fetzer .either-. directly or indirectly by reason of their effect on customers or 
suwliers. 

Environmental Controls 

" Scott Fetzer believes its facilities are in substantial coopliance with 
existirg laws and regulations relating to control of a~r.and water quality and 
waste disposal. Environmental coopliance has ~t had, .. iii!id is mt expected to 
have, a mat~rial effect 00 the conpany•s expenditures, eai\1ings or OC>n"petitive 
position. · 

Product Developnent, Patents and Trademarks 

Scott Fetzer is continuously engaged in the refinement ang develoµnent of 
its various product lines, developnent of ~. aWlications fer existing 
products, and the develoi:xnent of new products. Rcott Fetzer's expenditures on 
conpany-sponsored research and developnerit and oo custaner-sponsored research 
activities relating to the developnent of new. }XC>ducts, services or techniques 
or the inproyement of existing products, sei;vices or techniques during fiscal 
years 1981 and 1980 were .oot material. 

During fiscal 1981, Scott Fetzer formed a new Advanced Product Technoloqy 
Center to develop new aI4>lications for its various business segments. 

Scott Fetzer uses in its business various trademarks, trade names, 
patents, trade secrets and licenses. Scott Fetzer does not consider that a 
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matE!rial part of its business is dependent oo any 00e qroup ~of them, althouqh 
the Kirby and ~rld Book names are widely known and reC09nized. 

Scott Fetzer does mt believe that any segment of its business varies 
significantly based on seasonal demand or availability of"t1aterials or 
SL>g;!lies • .. ··~ 

BnJ)loYees 

As of January 12, 1982, scott Fetzer e111>loyed in oontinuinq ooerations 
15,679 persons,: of whom 11, 758 were salaried and 3,921 were hourly • 

. l\ total of 1,814 hcurly e11Dloyees in 13 of SC:Ott Fetzer's 49 facilities are 
.~~nted by labor organizations. Scott Fetzer has enjoyed qenerally good 
t-elat,~ons with its E11Ployees. A total of 672 enployees are oovered bv 5 labor 
contracts which are scheduled for renegotiatioo during fiscal 1982. 

~:, In cntition to E!!PlOY,-;ie benefit proqrams which j~-:··~ paid vacations, 
insurance, disability benefits, hospitalizatioo benefits··a@ medical benefits, 
SOOtt Fetzer has in effect for its divisions and subsidiaries various pension 
and retitement plans for salaried and hourly personnel, including 
non-contributory trusteed pension plans and profit-sharing retirement plans. 
see Note 9. of the Notes to Financial Statements on page 31 of the 1981 Annual 
Report to shareholders of the c:onmnv, ~ich rote is incorporated herein 1:Jv 
reference, for informatioo concerning contributions by Scott Fetzer under such 
plans and other data. 
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Kentuclty 

Michigan 
New York 

Ohio 

Oklahana 
Tennessee 

Texas 

Leitchfield (1) 
Shelbyville* (1) 
Bronsat (2) 
Watertown (1) 
Watertown* (1) 
Akron (1) 
Avon Lake (1) 
Bedford lits.* (1) 
Bowling Green* (1) 
Brookpark* ( l l · 
Cardinqtat (1) 
Chagrin Falls* (1) 
Cleveland (5) 
Cleveland* (2) 
Freioont (1) 
Hcirr ison* ( 2) , 
flarriscin (1) ' 
Lakewood* (1) 
Twinsburq*. (1) 
Westlake ( l l 
wooster (ll 
rurant* (1) 
Fairview (2) 
Livingston (ll 
Portland ( l) 
smithville (1) 
llndrews ( 1) 

D 
E 
E 
c 
c 
A 
D 
c 
A 
A 
E 
A 

A/C 
A 
A 
D 
D 
F 
A 
A 
E 
P. 
c 
c 
A 
c 
A 
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(A) Cleaninq ~ystems & Household Products; (~) F.ducation & Information 
Systems; (C) Enerqy & Control; (D) Fluid Transmission; (E) Vehicula~ Products: 
(F) Corporate Office. 

SCott Fetzer believes that its ot0oerties have been adequately 
maintained, are in goOd conditicn generally, and are suitable and adequate for 
its business as pcesently conducted. The extent of utilization of !'lcott 
Fetzer's propertiei; varies amoong its plants from time to time. 

Roott Fetzer's various continuing operations are conducted in 49 
facilities in 34 locations in 14 states. Scott Fetzer maintains sales offices 
and warehouse facilities in vari~ .. fqreiqn countries and conducts certain 
manufacturing operations in Whitbyj. Cittario. Many of Scott Fetzer's facilities 
are relatively new and nDdern, ~ile ·other' facilities have been in operation for 
a substantial nllli>er of years. 'Manaqement believes that the manufacturing 
~~ty of Roott Fetzer's facilities is qenerallv adequate at current levels of 
operation. Various of Scott Fetzer's facilities are leased, with options to 
p1rchase in sorre cases. FOr additional information concerninq the lease 
obligations of soott Fetzer, see Note 7 of the 'Notes to Financial Statements on 
Page 30 of the 1981 Annual Reµort to shareholders of soott Fetzer, \>bich rote is 
incorporated herein by reference • 

7 



\ 

'\ 
~ 

,.,.~.,,. .. ~...,,-··~~·~" .'- }"'v·~- .. ,_,' . , 

·,_:-:-· ... . ,;-. _C< 

,., ~'3 .. !A!gal Proceedings 
• # 

In. October, 1980, and January and August, 19el, tespectively, the 
Attorneys General of Texas, New Mexico and Iowa,··mmnenced civil lawsuits in" 
the Federal District Courts located in those states ~ainst the Conpany, an 
indflpendent distributor and certain independent divisional supervisors, under 
state antitrust statutes and under federal antitrust statutes as parens patriae 
for citizens of their states. 'lbese suits allege that the Conpany, through its 
Kirby Group operations, has in connection with the sale of Kirby vacuwn cleaners 
and associated"products, attenpted to restrain trade, fix and maintain prices, 
boyex>tt unauthorized purchasers, and restrict and allocate ... customers at'\<'! 
territories. Each state has requested that the alleged violations be enjoined, 
that civil ~alties be inposed and that rorl~tary damages, certain of ~ich · 
would be trebled, be assessed. 'l't1e. Conpany believes that it has not viola.tea 
~e ant.itrust laws and has ~ritorious defenses which it will vigorously assert. 
'!he ultimate cost to the Conpany of an unfavorable disposition of these cases is 
not row determinable. In the opinion of management, the conpany cbes rot 
anticipate that the ultimate disposition of these lawsuits will have a material 
effect on the consolidated financial POSition and consolidated results of 
operations~ ·· 

JTEM 4. Security Ownership of certain Beneficial Owners and Management 

'lbe information concerning "Stock Ownership" on pages 8 and 9 of Scott 
. Fetzer's definitive Proxy Statement ("Proxy Statement") dated February 16, 1982, 

are inoorporated herein by teference. 

Executive Officers of Scott Fetzer 

'l'tle following is a schedule of names, ages and positions of officers as 
of February 1, 1982, of Sex>tt Fetzer. 'lbete ate oo family relationship; am:mg 
these officers. All executive officers are elected annually by the Directors. 

Name Title \ 
" \ John Bebbington 

• ,; John Bebbington has been 
enployed by Scott Fetzer 

~ 

56 Senior Vice. President 

•• 

~\ fo.r llD. te.. than five ye·. ars in such cai;>acities as 
. \ Group Vice President 

'\ .. (.7/19/71. to 9/1/78) and 

\ 
Senior Vice President 
( 9/1/78 to present) • 

\ 
. ' 
J. F:, Bradley 

' 

J. F. Bradley has been 
enployed by Scott FetZE\r 
for 11Dre than five years 
in such capacities as 
Executive Vice President
Finance ( 3/1/72 to 3/1/77) 
and Executive Vice President
Administration and Finance 
{3/l'P/7 .!=O present). 

51 

8 

Executive Vice President
Administration & Finance 
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' 
Kenneth D. lhlghes 6Q Vice President and Treasurer 

i\ Kenneth D. Hughes has been 
eirployed by Scott Fetzer 
for mre than five years in 
such capacities as Treasurer, 
cOntroller, Assistant 
Secretary (l/1/70 to 11/1/78) 

• and Vice President and Treasurer 
( 11/1/78 to present) • 
~' 

Kearney It. Kier 45 Group Vice President 

Kearney It. KJer has been 

• e11Ployed by Scott Fetzer 
for the past five years in 
such capacities as Division 
Presi~nt (11/1/76 to 2/1/79) 
and Gtoup Vice President 
(2/1/79 to present) • 

• Walter A. Rajki .~ 56 senior Vice President 
. / 

Walter 1.~ Rajki has been 
eirployed by Scott Fetzer 
for more than five years in 

• such c:apacities as Division 
President, Group Vice 
President (6/1/72 to 9/1/78) 
and Senior Vic:Ei~President 
(9/1/78 to present). '/ '" 

• Ralph E. Schey 57 Qiairman, President and 
Qiief Executive Officer 

\,\ 

Ralph E. Schey has been enployed 
by sCott Fetzer for mre than 
five years in such capacities as 

• President and Chief Executive 
~ficer (l.2/1/76 to present) • 

• 
• 

• 9 
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Kenneth J. Semelsberger ,, . 

Kenneth J. Semelsberger has 
been enployed by Scott 
Fetzer for 11Dre than five 
years in such capacities as 
Division President 
( 2/1/76 to 9/1/78) and 
Group Vice President 
(9/1/78 to present). 

Robert C. Weber 

a:ibert c. Weber has been 
enployed by Scott Fetzer 
for .llDre than five years in 

" such capacities as Secretary, 

45 

51 

General COo.msel (12/20/72 to 12/2/80) 
and Vice President (12/2/80 to present) • 

PARl' II 

') 

Group Vice President 

Vice President, General 
counsel and Secretary 

ITEM 5. Market for the Registrant's 0:111m:>n Stodc and Related Security 
~er Matters . . . · 

• 1·.; ,-· 

10 

'th O:>illl"'1 Stodc Market Price and Dividend Information en paqe 1 of the Annual 
Report to· shareholders for the year ended November 30, 1981, is incorporated 
herein by reference. 'Dle nuni:>er of h:>lders of C011110n shares of Scott Fetzer as 
of January 29, 1982, was 7 ,001. 

ITEM 6. ' Selected Financial Data 

Selected Financial Data at page 1 of the Annual Report to shareholders 
for the year ended November 30, 1981, is incorporated herein by reference. 

ITEM 7. Management's Discussion and Analysis of Financial COndition 
arid Results. of Operations · 

Management Review of Operations and Financial Position en pages 16 through 
19 of the Annual Report to shareholders for the year ended November 30, 1981, is 
incorporated herein by reference. v . 

11 ITEM S. j; Financial Statements and Supplementary Data 
\\ 

'Dle following ex>nsolidated financial statements of the registrant and its 
subsi!liaries, included en pages 20 through 33 in the Annual Report to 

IF' 

10 --~> 

. . 
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11 

shareholders for the fiscal year ended Novent>er 30, 1981, are incorporated 
herein by reference • 

eonsolidated Balance Sheet as of Novent>er 30, 1981 and 1980. 
' -·~-:: 

Consolidated Statement of Shareholders' F.quity for the fiscal years 
etlded~Novent>er 30, 1981, 1980 and 1979. 

1/1~ 
Consolidated Statement of Inoone for the fiscal years ended Novent>er 
30, 1981, 1980 and 1979. 

Consolidated Statement of Cl'lanqes in Financial Position for the 
fiscal years ended Novent>er 30, 1981, 1980 and 1979. 

Notes to Consolidated Financj,al Statements. " 

PARl' III 

rn:M 9. Directors and Executive Officers of the Registrant 

Information as to the Directors of SCOtt Fetzer is contained oo pages 2 
through 4 of Scott. Fetzer's definitive Proxy Statement, which informatioo is 
incor:Porated herein by reference. · 

rn:M 10. ManaC)ement Renuneratioo and Transactions 

Information ·under the captions "Relluneration," "Pension Plans," and 
"Stock Options" oo pages 6 through 10 of the Proxy Statement is incorporated 
herein by reference • 

PARl' IV 

IT™ 11. Exhibits, Financial Statement Schedules aid Rep;>rts oo Form 8-K 

(a) 11-2. '!be response to this portion of Item 11 is subnitted as a 
separate sectioo of this report. 

3. Exhibits 

(3)(i) Articles of Incorporation (~ Amended) 

11 

1'\ /1 . 
1' ·1 ·r 

I .tt· 
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(ii) Regulations 

( 4) ( i;,) Indenture between 'ftle Scott & Fetzer Conpany and National 
l City Bank dated May 15, 1975, for 30 million dollars of 

9-1/4% Notes due May 15, 1985. 

(ii) Note Mreement between 'ftle SCOtt & Fetzer Conpany and 'ftle 
Pr\Jdential Insurance c:atpany of America for 40 million 
doliars of 9-1/2% Notes due in equal installments of 2.5 
million dollars 1983 through August, 1998. 

(iii) Note l\greement between world Book Finance, Inc., and 'ftle 
Prudential Insurance Conpany of America for 50 million 
dollars of 10% Notes due in· installments 1980 through 
Auqust, 1998 • 

(iv) Note l\greement between world Book Finance, Inc., and The 
~udential Insurance conpany of America for a 25 million 
dollar 14-3/4% Note due in equal installments June, 1985, 
through June, 1989. 

(v) Term I.Dan l\greement between world Book Finance, Inc. , and 
the First l'{ational Bank of Chicago for 25 million dollars at 
8-3/4% through AugUst 31, 1982, thereafter cdjusted to equal 
the Bank's corporate base rate nultiplied by a factor of 
1.12 and payable ·in annual installments cxmnencinq Auqust, 
1983, through August, 1986 • 

(lO)(i) 'ftlree-Party l\greement dated June 15, 1981, 
involving the purchase of land in westlake, Chio, 
for the building of the Corporate offices of 'ftle 
SCOtt & Fetzer conpany • 

(ii) 

(iii) 

(iv) 

(v) 

'lbe Scott & Fetzer Conpany Stock ~ion Plan cdopted in 
1973, as amended. ' 

'ftle Scott & Fetzer Conpany 1981 Stock ~ion Plan cdopted 
Noll'ember 24, 1981, whidl is subject to shareholder 
approval at the March 23, 1982, Annual Shareholders' 
Meeting. 

'ftle Scott & Fetze:: c:atpany's Incentive Conpensation 
Program • 

Deferred c.onpensation Agreement between The Scott & Fetzer 
· COllpany and Mr. Rali;il E. Schey. " 

' 
( 

12 
'···· 

. . 
. ' 

, 11 
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(vi) 

(vii) 

(13) 

13 

c.ontinqent Conpensation Agreements between 'ltle Scott & 
Fetzer Conpany and Messrs. Schey, Bebbington, Bradley, Kier, 
Rajki and Semelsberger. 

Insurance oontracts between certain officers and enployees 
of 'ltle SCOtt & Fetzer Conpany for long-term disability and 
death benefits. · 

'ltle Scott & Fetzer conpany•s 1981 Annual Rep:>rt to 
shareholders. 

''(22) ,Subsidiaries of ,'ltle Scott & Fetzer Conpany. 
11 

(b)J! No reports ai Form 8-K have been filed by the Conpany durin;J the 
last <parter for the fiscal year ended NovE!ll'ber 30, 1981 • 

13 
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Pursuant to the requirements of Section 13 or lS(d) of the Securities 
Exchange Act of 1934, the Registrant has duly caused this report to be signed on 
its ~half by the undersigned, thereunto duly authorized. 

!) 

0 

~~~~~~.::::=.,4-~-J .• Bradley 
ecutive Vice Presi nt

Finance and Administration: 
(Principal Financial Officer) 
Director 

Date Februacy 25, 1982 

Pursuant to the requirements of the Securities Exchange Act of 1934, this 
report .'!las been siqned below by the foll · rsons oo behalf of the · 
Reqistrant and in the capacities and d e indicat 

~~ .. 

R. E; S~ • Bradley 
Chairman, President and tive Vice President-
<llief Executive Officer: F nance and Administration 
(Principal .Executi Officer) (Principal Financial Officer) 
Di recto Director 

~w.~~.f.f4J~l~=j~~~'..__~~~~.~.?iug~_~es~~~~_...<C>~~.'c··--
Senior-Vice Presi Vice President and Tr asurer 
Director (Principal Accountinq Officer) 

J. T. Bailey 
Director 

,, J. A. Hughes 
Director 

D. w. Karqer 
Director 

() 

" 

R. w. BJork 
Dit;"ector 

L.'"C. Jones 
Director 

R. L. SW1ggett 
Director 

" 

i 
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SIGNA'RJRES 

.:.·1 

Pursuant to the requirements of Section 13 or 15(d) of the f;ecurities 
ExChange Act of 1934, the Reqistrant has duly caused this report to be signed on 
its behalf by the uriaersigned, thereunto duly authorized. 

Ji, 

The Scott & Fetzer Company 

By ___ ...,-________ _ 

,. J. F. Bradley 
·\ Executive Vice President

Finance and Administration: 
(Principal Financial Officer) 

···' Director 

. Date -------------

~ Pursuant to the requirements of ithe Securities Exchange Act of 1934, this 
report hS been signed below by the followinq persons oo behalf of the Registrant 
llOO in the' capacities and oo the date· :indicated. 

R. E. SCtley J. F. Bradley 
Chairman, President and Executive Vice 'President-
0\ief Executive Officer; !Finance. and Mministratioan 
(Principal, Executive Officer) ·· (!?rincipal Financial Officer) 
Director 11 .. .1 Director 

____ 1..,;· ___________ l,IL ·;;...:1--=-,,......-----------
w. A. Raj:f1 /1 fC. D. Hllqhes 
Senior V~ce President I \ric:e President and Treasurer 
Director JI . • ii (l>iincipal Accounting :;officer) .. 

I J ....... J_,;a: · ~- I· 11 ;1 11, ' "'•· 
) • r. - - ""' 

""J...l. ~T .... -='=sa-':~;:., l_;ey= . ..:.;..:.=~------if R. w. BJOrk 
Director' Director 

·· J. A. Hughes 
Director 

D. w. Karger 
Director 

L. c. Jones 
Director 

R. L. Swigqett 
Director 
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Pursuant to the requirements of Section 13 or lS(d) of the Securities 
ExChange Act of 1934, the Registrant has duly caused this report to be signed on 
its behalf by the undersigned, thereunto duly authorized. 

The Soott & Fetzer <nrpany 

By~,,-..,,-----,,.--~---~~~---~-
J. F. Bradley 
Executive Vice President 
Finance and Administration: 
(Principal Financial Officer) 
Director 

Pursuant to the requirements of the Securities Exchange Act of 1934, this 
report

0
hs been signed below by the following persons on behalf of the Registrant 

and in the capacities and on the date indicated. . 

R. E, SCfieY 
Chairman, President and 
Chief Executive Officer: 
(Principal Executive Officer) 
Director 

w. A, Rajki 
Senior Vice President 
Director 

J, T, Balley 
Director 

··~ Di ' 

D. w. Karger 
Di~r . 

a 

J, F. Bradley 
Executive Vice President 
Finance and lldministratioan 
(Principal Financial Officer) 
Director 

K. D. Hughes 
Vice President and Treasurer 
(Principal Accounting'Officer) 

R. w. Bjork 
Director 

L. c. Jones 
Director 

R. L. SW1gqett 
Director 
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SIGNATURES 

Pursuant to the requirements of seCtion 13 or lS(d) of the Securities 
Exchange Act of 1934, the Registrant has duly caused this reIX>rt to be signed on 
its. behalf by the undersigned, thereunto duly authorized. 

\\ .. 
, · The Scott & Fetzer Conpany 

0 

8Y__,,,......,=-~-=-~~~~~~~ 
" J. F. Bradley 

ExeputiveVice President
Finance and Administration: 
(Pd,ncipal Financial Officer) 
Direc.tor 

Date 
···' -------------

·· J,!ur~u,ant to the requirements of the securities Exchange Act of 1934, this 
'• report /.f!S been signed below by the followinq persons oo behalf of tha Registr<l!lt 

and in ·t:he capacities and oo the date indicated. . 

0 

• 

• 

R. E. SChey , 
Chairman, President and 
Chief Bxeeutive Offi~r: 
(Principai Executive Officer) 

Directo~ .. · .. ·· . I 
Wo IJ. Rajki ~I( 
senior Vice President I 
Director. 

J. T. Bailey 
·· Director 

J. 
\ 

J. F. Bradley , 
Executive Vice Presidenf;
Finance and .Mministrat'ioan 
(J?rin!'ipal Financial Of!ficer) 
Director 

K. D. Hughes 
' ' \"' 

Vice President and Treasurer 
(Principal Accounting Officer) 

R· W. BJOrk. 
Director 

L. c. Jones 
Director 

R. L. SW1gqett 
Director 
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SIGNATURES 

Pursuant to the requirerner1ts of Section 13 or lS(d) of the Securities 
Exchange Act of 1934, the Registrant has duly caused this report to be signed on 
its behalf by the undersigned, thereunto duly authorized. 

-~, 

The Scott & Fetzer Cbnpany 

By~~-~,_-~,_-~,..-~~~~~ 
J. F. Bradley 
Executive Vice President 
FinanC:e and Administration; 
(Principal Financial Officer) 
Director 

Pursuant to the requirements of the Securities Exchange Act of 1934, this 
report hs been signed below by the following persons on behalf of the Registrant 
and in the capacities and on. the date indicated. 

R. E. SChey 
Chairman/ President and 
Chief Executive Officer; 
(Principal Executive Officer) 
Director 

W. A. Rajki 
Senior Vice President 
Director 

J. T. Bailey 
Director 

;r. A. Hughes 
Director 

- (""" ih,f 
· D. w. Karger 

Director 

;.,. 

" 

J. F. Bradley 
Executive Vice President 
Finance and l\dministratioan 
(Principal Financial Officer) 
Director 

K. D. Hughes 
Vice President and Treasurer 
(P~nting Officer) 

R. W. BJOrk 
Director 

L. c. Jones 
Directo~ 

R. L. SW1gqett 
Director '' 

,--, 1\ . 
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SIGNATURES 

Pursuant to the requirements of section 13 or 15(d) of the Securities 
Exchange Act of 1934, the Registrant has duly caused this report to be signed on 
its behalf by the undersigned, thereunto duly authorized. 

The Scott & Fetzer Conpany 

By~,,--=-~_,.,,.._,,_~~~~~~ 
,1. F. 'Bradley 
Executive Vice President
Finance and Administration: 
(Principal Financial Officer) 
Director 

Pursuant·to the requirements of the Securities Exchange Act of 1934, this 
report hs been signed below by the followinq persons. on behalf of the Reqis:'.rant 
and in·the capacities and on the date indicated. ,, 

R. E. SChey. 
Chairman, President and 
Chief Executive Officer: 
(Principal Executive Officer) 
Director 

W. A. RaJk1 · 
senior Vice President 
Director 

J. T. Bailey 
Director 

J. A. Hughes 
Director 

• D. w. Karger 
Director 

J. F. Bradley 
Executive Vice President
FinQ\11ce and l\dministrqtioan 
(P~incipal Financial Officer) 
Director 

K. D. 'Hughes 
Vice President and Treasurer 
(Principal Accounting Officer) 

R. W. BJOrk 

pirec? . ~ .. 
6 

-

d.J~ 
Director .. 

R. L. SWigqett 
Director 
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SIGNATURES 

~ .. --
Pursuant to the requirements of Section 13 or 15(d) of the Securities 

Exchange Act of 1934, the Registrant has duly caused this report to be signed on 
its bi!half by ~e undersigned, thereunto duly authorized. · 

0 

The Scott & Fetzer Corrpany 

By~~~~~~~~~~~~~ 
.:r. F. Bradley 
Executive Vice President
Finance and Administration: 
(Princioal Financial Officer) 
Director 

Pursuant to the ~irements of the Securities Exchange Act of 1934, t.~is 
report hs been signed below by the followinq pers6ns oo behalf of the Reqistrant 
and in the capacities and oo the date indicated. 

R. E. SChey 
Chairman, President and 
Chief Executive Offieeri 
(Principal Executive Officer) 
Director 

W. A. Rajki "-' ;<··-· 

senior Vice President 
,, Director 

:-S:_t~!;'>{~:l)' _ _"':. 

J • .r. sailey 
Director 

J. A. Hughes 
Director' 

; .; .. 

J. F; Bradley 
Executive Vice President
Finance and Administratioan 
(Principal Financial Officer) 
Director 

.K. D. Hughes 
Vice President and Treasurer · 
(Principal Accounting Officer) 

R. W. B]Ork 
Uirect9r 

Jones 
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THE scorr & FE'l'ZER CGIPANY AND SUBSIDIARY COMPANIES 
INDEX 'IO FINl\.OCIAL .STATEMmrs AID SCHEDULES 

15 

'!he consolidated financial statements and the report thereon of Independent Certified Public 
Accountants appear oo pa;Jes 20 through 34 of the attached 1981 Annual Report to shareholders, 
which pages are incorporated by reference in this Form 10-K Annual Report. With the e:cception 
of the aforementiooed pa;Jes, the 1981 Annual Report to shareholders is not deemed film as 
part of this report. 

Report and OJnsent of Independent Certified Public Accountants 
Report of Independent Certified Public Acoountants 
OJn!IOlidated Financial Statements 

Balance Sheet, Noveriler 30, 1981 an.. 1980 
State111ent of 9lareholders' ~ity, ' 
, years ended Noveriler 3°', 1981, 1980, and 1979 
Statement of Incane, years ended Noveriler 30, 1981, 1980 and 1979 
Statement of Changes in Financial Position, 

y~rs ended Noveriler 30, 1981 , 1980 and 1979 
Notes to Financial Statements 

Consolidated Schedules 
II - Amounts Receivable Fran Related Parties And Underwriters, 

Prcm:>ters, And Ei.',Ployees other 'lhan Related Parties 
III - Investments In, F.quity In Eamiws Of, And Dividends 

Received From Related Parties 
VII - Guarantees Of Securities Of other Issuers 

VIII - VallJatioo And Qualifying Accounts 
IX - Short-'l'erm Rorrowi1¥3s 
X - SUpplementary Incane Statement Infot1T1atioo 

\'t>rld Book Finance, Inc. - Consolidated Financial Statements 
Report of Independent Certified Public l\ccx>untants 
Balance Sheets, Novsri:ler 30, ,1991 and 1980 , 
Statements of Incane and ~tained F.amings, years ended November 30, 

1981, 1980 and 1979 
Statements of Cha1¥3es in Financial Position, NoveniJer 30, 19Bi, 1980 

and 1979 
Notes:·to Financial Statements 

Page Numbers 

Form 
10-K 
F-2 

F-3 

F-4 
F-5 
F-6, 
F-7 
F-8 

F-9 
F-10 

F-11 

F-12 

Annual Report 
'lb 

Shareholders 

34 

20-21 

22 
23 

24-25 
26-33 

F-13 - F-16 

e, '!he individual financial statements of the registrant are anitted because the registrant is 
primarily an ,operati1¥3 conpany. All subsidiaries included in the consolidated financial 
statements filed are wholly-owned subsidiaries. 

Schedules other than those listed above are anitted a.s the informatioo is not required, is 
either not pertinent or not significant, or because the data is given in the oonsolidated 

e ,/financial statements or the notes thereto. 

F-1 • 
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I; ~REl'<m',...... .... ~ cmsmr OF Dl>EPflIDEN!' CER!'IFIED PUBLIC J\CCCl.lNl'ANl. 

To the Eiiarerolders and Boam of Directors 
'lbe Scott & ~tzer Conpany 

16 

Our repor.t on the consolidated financial stat:ements of 'lhe seott & Fetzer 
b:xtpany has been incorporated by reference in this Form 10-K fran the 1981 
annual report to shareholders of '!he Scott & Fetzer Conpany and appears oo page 
34 therein. In connectioo with our exmnati1:ins of such financial statements, 
we have also exanined the related financial statement schedules listed in the 
index on page F-1 of this Form 10-K. 

In our opinioo, the financial statement schedules referred to above, when 
consiciered in relatioo ·to the basic financial :statements taken as a whole, 
present fairly the information required to be ilnclooed therein in ex>nformity 
with generally accepted accountiP,;J principles aipplied•,,on a consistent basis • 

We also ccnsent to the inc0rporation by referen1-:e in the registration statement 
of 'lhe SCC>tt & Fetzer Conpany on, Form S-8 (File .No. 2-58431 l of our report dated 
January 26, 1982 on our exe111inations of the ex>ns'olidated financial statements 
and financial. statement schedules of 'lhe Scott ii Fetzer Conpany as of November 
30, 1981 ,. and 1980, and for the years ended Novefrber 30, 1981 , 1980 and 1979, 
~ich report is inclooed in this Annual Report a'i Form 10-K. 
~ . ' . 

-' -Cleveland, Chio 
January 26, 1982 
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Year Ended 
Noientier 30 I 

1981 

1980 

1979 

• 

COUJ1'fl A 

Name of Debtor 

,, 
lbl:iert H. King 

·~. 

lbl:iert H. King 

lbl:iert H. Kinq 

• • • • • 
THE SCOI'l' & FETZER <n!Pl\NY AND SUBSIDIARY CXJMPANIEB 

SCHEDULE II - l\f>ll'NTS RECEIVABLE FD! RELATED 
PARI'IES AND UNDEFMRITERS, Pl10M0l'ERS, AND 

EHPIDYEES Ol'HER THAN RELATED PARl'IES 

;:; for .the years ended Novanber 30, 1981, 1980, and 1979 

O)Illtl B 

Balance at 
Beginning 
of Per!2!_ 

$187,500 

$237,500 

O)LU!-N C 

Additions 

$250,000 

rowm o 
Deductions 

1\moUntS 
Col!ected 

$50,000 

$50,0QO 

$12,500 

.Arnounts 
written Off 

• • J. / • 

Balance at End of Period 
Current Not Current 

$50,000 $ 87,500 

$50,000 $137,500 

$50,000 $187,500 
~, 

In· Sept:ent>er, 1979, ~e O>Ppany loaned $250,000 to R:lbert H. Klng - Cllainnan and Cllief E:<ecutive Officer of World Book, Inc. 
'!be rooney is to be repaid in ~e of three ways; (a) in 60 installments of $4, 166.66 per 1oonth, (b) in full 90 days from date of 
termination, either voluntary ar· for cause or (c) 180 days fran date of any other tenninatioo of enployment. 'lbe loan is 
nonint!!!rest bearing. It is oollateralized by a certificate of deposit in the name of R:>hert H. Kinq and is held in a bank used 
by the conpany. 

) 
F-3 

-
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COlunn A 

Name of Issuer and 
Description of Investirent 

Yea.r ended Ncnelliler 30, 1981 
tl'ID:lnsolidated subsidiaries 

world .Book Firiance, Inc. 
world Book Life Insurance 
Field Enterprises Int '1. , Inc. 

.. J'oint Ventures 

II 

Year ended Nalrelliler 30, 1980 
unoonsolidatad subsidiaries 

world Book Finance, Inc~ 
N:>rld Book Life Insurance 
Field Enterprises Int'l., Inc. 

)!ear ended Nalrelliler 30, 1979 
unconsolidated subsidiaries 

" world Book Finance, Inc. 
N:>rld Book Life Insurance 
Fi.eld &lterprises Int'l., Inc. 

• ••••• 

'l'HE SCOl'r & FETZER CCllPANY AK> SUBSIDIARY CDIPANIE'.B 
SCHEDULE III .,. INVES'IMENTS IN, EQUITY IN F.ARNitliS OF, AID 

DIVIDF.NJS RECEIVED' FROM RELATED PARI'IES 

Colunn B 
Balance at aeq'i'"nn__,.1-nq-

of Period 

Percentage 
ownership 

100% 
100% 
100% 

100% 
100% 
100% 

100% 
100% 
100% 

AnDtUlt 

$30,069,088 
9,172,000 

(1,425,310) 

$37,815,778 

" $:?8' 275, 831 
·. 6,369,000 
"- 785,000 

$35,42~ 

$26,432,250 
5,733~000 

601,000 

$32,766,250 '::1 

Colunn c 

Additions 

tquity in 
Earnings 

$ 2,064,269 
1,061,212 

(93,876) 

other 

(1,581,030) $ 1,435,700 (A) 

$ 1,450,575 $ 1,435,700 

$ 1,793,257 
803,000 $ 2,000,000 (B) 

(2,210,310) 

$ 385,947 $,2,000,000 

$ fii ,843,581 
,;: . 636,000 

184,000 

$ 2,663,581 

(Al lm>unt represents advan~ fran l?'lrent oonpany. 

(B) AIOOunt repre~t;:s additional capital contribution by th1fparent OOITlJiiOY· 

il:>llJllO D is not presented as the il)fOtmation is not awlicable. 

F-4 

,, 

Colunn E 
Balance at End 

of Period 

Percentage 
Ownership 

100% 
100% 
iOO% 

49-50% 

100% 
100% 
100% 

100% 
100% 
100% 

AnDunt 

$32,133,357 
10,233,212 
(1,519, 186) 

(145,330) =' 

$40,70~,053. 

$30,069,088 
9, 172,000 

(1,425,310) 

$37,815,778 

$28,275,831 
6,369,000 

785,000 

$35,429,831 
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'lllE scarr & FETZER COMPANY AND SUBSIDIARY COMPANIEH 

SCHEOOIE VII - GUARANI'EES OF SOCURITIES OF Ol'HER IS..<;tJEF6 
Noveri>er 30, 1981 and 1980 

eolunn A. 

Name of Issuer of securities 
Guaranteed by Person for 
ltlkh Statement is Filed -----..:.::.:=:..:::;===:....:::;...:==-----·-

NC>ventier 30, 1981 
w:>rld Book Finance, Inc. · 

Short-term notes 
Field Enteqrises'IntematiO!lal, Inc. 

(1.11ccfuiolidated subsidiary of N:>rld Bx>k, Inc. l 
. . . 

Noventier 30, 1980 
N:>rld Book Finance .• Inc ... 

Short-term notes 
Field Enteqrises. International Inc. 
'°'(unconsolidated sli>sidiary of w:>rld !kX>k, Inc.) 

Field Educational Enterprises of Australasi~, pty. 
.$consolidated subsidiary .pf 'Die SCott & Fetzer 
Cl:>npany) 

Colunn B 

Title of. Issue of 
Each Class of 

Securities 
Guaranteed 

8.00-8.5625% notes payable 

12.125-12.625% notes.payattle 
11.9375-13.125% notes payable 
10.00% note pa~able 
12.6875-12.75% notes payable 
12~55-17.50% notes payable 

11.45-14.35% notes payable 

Colllllll C 

Total llnDunt 
Guaranteed and 
outstanding 

$ 10,322,552 

$ 4,846,946 
5,485,023 
1,877,934 
1,877,936 

103!853 
$ 14! 1911692 

$ 2!8471427 

• • II 

Colllllll F 

Nature of 
Guarantee 

\, .. 

Principal 

Principal 
Principal 
Principal 
Principal 
Principal 

Principal 

\) 

' C<;?.lmmB D, E, and G are ~t presented as the information is not applicable. 

·. ''<.\\~\Nc,.,ent>er 30cl981 ~d 1980, 'Die s&~t & Fetze: Cbnpany and its consolidate:i subsidiaries maintaine:i guarantees of $3,490,21 
~~3,980,!1!3~,' f<>rita !Xll\SOlidated foreign subsidiary. · 

'\, v ~· •. 
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~ Col\1111\ A 

' 

~iption 

Year Ended NaYElltier 30, 1981 
Allowance for Doul:>tful 

Aco:>imts 

Year Ended NaYentier 30, 1980 
Allowance for Doubtful 

,, Aca>imts 

Year Ended NaYE!lltlet 30, 1979 
Allowance for Doubtful 

ACCD\a'ltS 

• • 
'DIE scorr & Pm'ZER WIPANY AND SUl3SIDIARY WIPANIEH 

SCHEDULE VIII - \IALUATICN AND QUALIPYIOO ACCOONrs 
for the years ended Noverrber 30, 1981, 1980, and 1979 

Collll'll B Collll1tl C --Additions 
Balance at Cliatged to costs Cbnpany 

BeqinniM of Period and expenses Acquired 

~ .... _ 

$12,124,043 $ 7,840,030 

$10,724,667 $ 8,586,540 

$ 6,071, 797 $ 7,257,177 $ 1,861,000 

(A) write-off of uncollectible accounts less reco11eries. 

,; I) 

;, 

-,, F-6 

,,. 

ColUlll'l D ColUlltl E 

Balance End 
Deductions of Pericx1 

$ 7,942,022 (A) $12,022,051 

$ 7,187,164 (A) $12,124,043 

$ 41465,307 (A) $10,724,667 

N 
0 
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COlllti A 

category of 
Aggregate 

Short-'l'erm 
Borrowings 

Year Ended 
Ncivellt>er 30, 1981 
Aimunts Payable 
to Banks for 
Borrowings' 

Year Ended 
Novert>er 30, 1980 
Aimunts Payable 
to Banlcs for 
Borraliings 

Year Ended 
Noverber 30, 1979 
Pilrounts Payable 
.to Banlcs for 

'DIE SCOl'l' & FETZER CGIPANY AND SUBSIDIARY CGIPANIES 

SCHEOOIE IX - SHORr-'l'ER-1 BOR!QalG'l 

for the years ended Noverber 30, 1981, 1980, and 1979 

COUJ!ofl B COWi.fl C 

weighted 
Balance at Averaqe 

End of Inf{erest 
Period Bate 

,\ 
'\ J 
~-"'£ $4,505,626 -"i6.5% 

$6,884,823 13.0% 

COUJ!ofl D 

Maxi11\\l11 
o.itstanding 
D.lring the 

Period 

$7,849,418 

$8,547,320 

COI.mN E 

Average 
Amount 

OJtstanding 
During the 
Period (A) 

$6,162,908 

$7,712,148 

21 

cowm F 

weighted Averaqe 
Interest Rate 

Dlrin;J the Period 
Based oo l'\:)l'lthly 
Average Balances 

Outstanding 

16.5~ 

14.8% 

e Borrowinqs $8,468, 777 

~,,,~ 
11.0% $8,948,936 $8 I 386 1.!i52 12.6~ 

J' t'/I 
~~ 

e At Novenb!!r 30, 1981, 1980 and 1979, .the O:mpany maintained short-term debt balances due only to 
foreign banks· 

• 
,. 

(A) '!be average amount outstanding during the period was ainputed by dividing the total of 
mcnth-eOO outstandin;J principal balances by 12. 

F-7 
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'D!E' sCarr & FETZER CG!PANY AM> SUBSIDIARY COOPANIES 
SCHEOOIE X - SUPPID!ml'ARY nlCCM1!: ST~IENI' INFORMATICll 

for the years emed Novellt>er 30, 1981, 1980, and 1979 

COlllllll A 

Item 

Year Ended Ncwent>er 30, 1981 

Maintenana! and Repairs 
~ 0 

Jldvertisirr;i 

Year Ended Naveniler 30, 1.980 

Maintenance and Repairs 

Mvertisi."lg 

Collll'lll B 
Cllarged to 

costs and ElCP!!J1ses 

$ 8, 104, 136 

$12,554,566 

$ 6,214,507 

$10,660,431 

• Year Ended Ncwent>er 30, 1979 · 

• 

• 

• 

• 

. 
' 

Maintenance and .Repairs 

Jldvertisirr;i 

$ 7,019,707 

$10,731,195 

Amounts for items other than those reported have been excluded because they 
a11Dunt to less than 1 \ of net sales • 

0 
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COOPERS & LYBRAND 

CERTIF'IE:O PUBL.IC ACCOUNTANTS 

A MEMBER F"IP.M OF" 

COOPERS & LYBRAND (INTERNATIONAL.) 

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 
.1! 

To the Board of Di rectd'rs 
World Book .Finance, Inc. 

We have examined the consolidated balance. sheets of World 
Book Finance, Inc. and subsidiary' company at Nov<~mber 30, 1981 and 
1980, and the related consolidated statements of income and retained 
earnings, and changes in

0
financial position for· the yea.rs ended 

November 30, 1981, 1980 and 1979. Our examinations were made in ac,
cordance with generally accepted auditing standards and, accord i,ngly, 
inc;:luded su,ch tests of the accounting .i::ec.ords and such other auditing 
procedures··as we considered necessary in the circumstances. .. . ., __ - ~ -

23 

I' 

In our opinion, the financial statemenl!s. referred. to above 
··present fairly the consolidated financial pos.ition of World Bo.ok 
Finance, Inc. at November 30, 1981 and 1980, and the consolidated re
sults of their operations and changes in their_financial position for 
the years end eel November 30, 1981, 1980 and 1979, in conformity with 
genercilly accepted accounting principles applied on a consistent basis. 

Chicago, Illinois 
February 19, 1982 

1/ 
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WORLD BOOK FINANCE, INC. 

CONSOLIDATED BALANCE SHEETS 

November 30, 1981 and 1980 

ASSETS 

Cash (Note 3) 
Commercial paper and certificates 

of deposit 
Finance receivables, net of contract 

reserve and unearned finance 
charges of $40,319,717,in 1981 and 
contract reserve of $36,377,856 in 
1980 (Notes 1 and 2) 

Accrued interest receivable 
Furniture and fixtures, uet of accumulated 

depreciation of $6,276 
Prepaid income taxes 

Total assets 

LIABILITIES 

Current portion of long-term 
debt (Note 3) 

Accrued ~nt~rest and other expenses 
Distributors' reserves 
Unearned acquisition fees 
Due to World Book, Inc. 
Long-term debt (Note 3) 

Total liabilities 

Conting~nt liabilities (Note 4) I 
// 

SHAREHOLDERS' EQUITY \, 

Common stock - authqrized 1,000 shar~s,=
without par value, 261 shares 
issued and outstanding 

Additional capital 
Retained earnings (Note 3) 

Total shareholders' equity 

Total liabilities and 
' shareholders' equity 

1981 

$ 1,384,760 

40,954,907 

89,517,763 
1,576,173 

63, 8 20 

1980 

$ 4,216,145 

23,831,381 

75,713,196 
278,156 

44,731 

$133,497,423 $104,083,60~ 

$, 2,625,000 
3,188,847 
1,446,040 

281,709 ,, 
1,697 ,lf70 

9-2' 125' 000 

101,364,066 

1,000 
26,000,000 
6,132,357 

32,133,357 

$ 2,625,000 
1,278,036 

204,252 
88,513 
68,720 

69,750,000 

74,014,521 

1,000 
26,000,000 
4,068,088 

30,069,088 

$133,497,423 $104,083,609 

The accompanying notes are an integral 

(I Part of the financial statements. 
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WORLD BOOK FINANCE, INC. 

CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS 

for the years ended November 30, 1981, 1980 and 1979 

1981 1980 

Revenue 
Facilitating fee $ 7,649,669 $ 8,274,589 
Interest income 7,489,780 3,275,264 

15,139,449 11,549,853 
Expenses 

Operating expensei 2,500,127 812,354 
Interest expense 8,426,215 71 158 1 333 
D JJ 10,926,'342 7,970,687 

. Income before income taxes 4,213,107 3,579,166 

Provision for income tax~s 
Federal 1,758,450 1,527,590 
s,~a~e and local 390,388 258,319 

2,148,838 1!785'909 

Net income 2,064,269 1,793,257 

Beginning retained earnings 4 1068 1 088 21 274 1831 

Ending retained earnings $ 6,132,357 $ 4,068,088 

The acc·ompanying notes are an integral 
part of the financJal statements • 

$ 

" 

$ 

25 

1979 

9,597,364 
1,413,252 

11,010,616 

174,677 
7,223,959 

7 1 398 1636 

31611 1980 

1,581,028 
187 1 371 

1,768,399 

1,843,~81 

4311250 

2 ! 2•7•4 ! 831 
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WORLD BOOK FINANCE, INC. 

C~NSOLIDATED STATEMENT?, OF CHANGES IN FINANCIAL POSITION 

for the years ended November 30, 1981, 1980 and 1979 

Sources of funds" 
From operations 

Net income , 
Depreciation .. 

Increase (decrease) in 
accrued interest 
and other expenses 

Increase (decrease) in inc.ome 
• 0 ·taxes currently payable 
Increase in di~tributors' 

reserves 
Increa.se in unearned 

acquisition fees 
Increase i.n due to World 

llook, I ric • 
Increase· (decrease) in 

long-term debt 

1981 1980 

$ 2,064,269 $ 1,793,257 
6,276 

1,91.0,811 

44,731 

1, 241,.788 

193,196 

1,628,750 

22,375,000 

$29,464,821 

(174,764) 

(158,275) 

204,252 

88,513 

1,917,837 
. '\-) 

(2,625,000) 

$ l,045&£Q 

$ 

$ 

1979 

1,843,581 

102,131 

(353,644) 

584,313 

2,176,381 

Application of funds 
Increase in cash and 

short.'.:term investments 
=11 

$14,292,141 $ 1,589,995 19 21,760,227 
lnc~~ase (decrease) in 

finance receivables, 
net of contract. 
reserve and unearned 
finance chargei; 

Increase in accrued 
interest receivable~ 

Purchase of furniture~ 
and fixtures 

13,804,567 

1,298,017 

(822,331) (19,583,846) 

278,156 

70,096 -----

$29,464,821 $ 1,045,820 $ 2,176,381 

The accompanying notes are an integral 
p~rt of the financial statements . 
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WORLD BOOK FINANCE, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

l~ Accounting Policies 

Principles of Con1folidation - The consolidated financial 
statements include the accounts of World Book Finance, 
Inc •. and its wholly-owned subsidiary, United Retai'i'.'"" 
Finance Company, which was organiz7il,1 April 11, 1980. 
Intercompany balances and transactions have been 
eliminated in consolidation. 

• Relationshi 
Boo Finance, nc; WB I is a w o 

,-:. World Book, lnc. (WBI), which is a wholly-owned subsidiary 
of The Scott & Fetzer Company (Scott Fetzer), organized to 
finance domes\ttc installment receivables. · WBFI purchases 
receivables ~om WBI on a nonrecourse basis under the 
provisions oCan operating agreement, as amended, dated 
AlJgust 31, 1978. The agreeli1ent c::alls for WBI to ma_ke 
facilitating fee payments to WBFI as may be requireCI to 
cause WBFI's "net.earnings available for fixed charges" 
for eac~ accounting period of three months or for each 
fiscal year to be 1-1/2 time .. s the ''fixed charges" for such 
pertoq'. ... . 

·United Retail Finance Company (URFC) purchases receivables 
with recourse, under the provisions of an operating 
agreement dated June 30, 1981, from the independent-con
tractor-distributors of the Kirby Group of Scqtt Fetzer. 
The gross amount of these receivables includes unearned 
finance charges, which are recognized over the financing 
~erm of the receivables. 

Short-Term Investments - Commercial paper and certificates 
of deposit are carried at cost, which approximates market 
vall1e. · Inter.est in~ome is recognized as earned. 

Contract Reserve - Upon the p~~chase of receivables, 
WBFI withholds from the purchase price an amount equal 
to not les.s than 11% of the receivable balance, which 
is credited to a contract reserve. Accounts that are 
determined to be uncollectible are charged to the 
reserve. Any amount in the. contract reserve at- the 
e.nd 'of the fiscal year in excess of the sum of 5% of 
the aggregate amount of all receivables plus certai,n 
defined past-due accounts is to. be remitted to WBI. 

Distributors' Reserves - Upon the purchase of receivables, 
URFC wi0 hho1ds from .~he purchase price an amount equal to 
10% •of. the gross r-eceivable balance. Defaulted accounts 
are.only_charged against this reserve if they are not 
repurcha~•d by· the distributors. 

I' 

\\ 
·'\ 

_ .. J ·,ii, 
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WORLD BOOK FINANCE, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, Continued 

l. Accounting Policies, continued 

Distributors' Reserves, continued 

Any amount in th·e contract reserve at the end of each quar
ter in excess of 15% of a distributor's total receivables, 
but not less than $5,000, is remitted to, that distributor. 
Under certain circumstances, URFC may not purchase the 
entire receivable amount. Any such amount not purchased 
is established as an additional deferred payable and is 
included as a part of distributor reserves. Such deferred 
payables are eligible for release to the distributor if the 
receivable is current at the mid-point in the financing term. 

Income Taxes - The Company's taxable income is included 
in the consolidated tax return of Scott Fetzer. The 
Federal,. tax provision recorded by the Company is calcu-
lated as though it filed a separate return, and the 
amount determined to be currently payable is remitted 
to Scott Fetzer. 

Furniture and Fixtures - Furniture and fixtures are stated 
at cost. Deprec1at1on is charged to operations based on 
the straight-line method over the useful lives of the assetl. 

2. Finance Receivables 

The maturities of finance receivables outstanding at November 30, 
1981 and 1980 were as follows: 

Due in one year or less 
Due after one but not more 

than two years 
Due after two years 

1981 
$ 40,884,000 

58,880,000 
30,073,000 

$129,837,000 

1980 
$ 34,348,000 

50,979,000 
26,764,000 

$112,091,000 

The following reflects the changes in the contract reserve from 
November 30, 1978 through November 30, 1981: 

Balance, November 30, 1979 
Amounts withheld qn purchase 

of customer obligations 
Defaulted customer' obligations 
Reserves returned per operating agreement 
Balance, November 30, 1980 
Amounts withheld or1 purchase 

of customer obfigations 
Defaulted customer ,obligations 
Reserves returned per operating agreement · 

Ba lance, November. 30, 1981 

$ 32,209,438 

17,902,681 
(12,634,263} 
(1,100,000) 
36,377,856 

17,223,000 
(14,618,078) 

( 650 '00~) 
$ 38,332,778 

28 
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WORLD BOOK FINANCE, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, Continued 

·• 3. Long•Te1rm Debt 

• 

• 

• 
•• q • 

• 

• 

• 
'' 

• 
• (j 

Long-te1rm debt at November 30, 1981 and 1980 consisted of 
the following: 

' 

10% ri.otes - maturities to 1998 
Term loan - maturities from 1983 

thru 1986 
14.75% note - maturities from 1985 

thru 1989 

Total long-term debt 

1981 198cr· 

$42,125,000 $44,750,000 

25,000,000 25,000,000 

25,000,000 

$92,125,000 $69,750,000 

Under the provisions oJ the notes and the term loan agreement, 
the Company is required to meet certain covenants, the major 
restrictions of which are: 1) net eligible assets as defined 
will not be less than 110% of total indebtedness (less the 
aggregate of senior and ju'nior subordinated indebtedness held 
by WBI or Scott Fetzer); 2) net earnings available for fixed 
charge~ will not be less than 150% of fixed charges for sny 
·quart'er; 3) the 'Senior indebtedness of the Company shall not 
exceed 400% of shareholders' equity; 4) shareholders' · equi."ty 
will not be .les.s than $25,000,000; 5) the aggtegate indebtedness 
of the Company plus deferred taic obligations shall not exceed 
600% of ,sq'areholders' equity and ·6) the Compa,ny will not pay or 
declare any d ividl;!nd, redeem, purchase or otherwise acquire 
any shares of its atock unless the cumulative amount of all 
such payments does not exceed net earcnings subsequent to 
November 30, 1,979, At November 30, 1981 retained earnings 

'' 'in the amount of $3,857,526 were available for the payment of 
dividends. 

The 10% notes are payable in annual installments of $2,625,000 
to 1997, with a final payment of $2,750,000 on August 31, 1998. 

The term loan of $25,000,000 '\:e.ars interest a:t 8-3/4% through 
August 31, 1982, at which time !:fie rate wil];'be adjusted to 
equal tile bank's corporate base rate multiplied by 1.12. The 
loon is payable in four equal annual principal installments of 
$6,250,000, commencing August 31, 1983 through August 31, 1986. 
The Company has agreed to maintain a compensating balance on 
deposit of not less than 4% of the total loan amount outstanding • 

The 14.75% note represents financing completed June 30, 1981, 
to be. used for the purchase of receivables from qualifying 
distributors of the Kirby Group of Scott Fetzer. The note 
is payable in five annual installments of $5,000,000, commencing 
June 30, 1985 • 

Aggregate maturities .of long-te'tm debt during thE! five-year 
period November 30, 1982 through November 30, 1986 are 
$2,625,000, $8,875,000, $8,875,000, $13,875,ooo and 
$13,875,000, respectively • 

J 
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WORLD BOOK FINANCE, INC. 

NOTES r;.;o CONSOLIDATED FINANCIAL STATEMENTS, Continued 

4. Contingent Liabilities 

t/; ,,, 

As of November 30, 1981, WBFI has guaranteed $10,322,552 
of -~~ht obligations of an unconsolidated foreign finance 

,,,suosidiary of WBI. 
/ 

1,] 

5. Reclassifications 

Certain amounts reflected in the prior year financial 
statements have been reclassified to conform to the 1981 
presentation. 

lj 
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AMENDED ARTICLES OF INCORPORATION 

FIRST: 

OF 

THE SCOTT&. FETZER COMPANY 
' 

The name of the Corporation is THE SCO"IT & FETZER 
COMPANY. 

SECOND: The place 'in Ohio where its principal office is to be located is 
Lakewood, CUy1hoga, County, Ohio. 

THIRD: 
tnd existing are: 

==:r 

The purpQ5e or purposes for which the Corporation is fonned 

(a) To dev~lop, manufactu,re, produce, repair, treat, finish, buy, 
sell and generally deal in, in every manner, in materials, articles and products 
of every kind and description, and to do all things necessary or incidental 
thereto, including owning, holding and dealing in, in every manner, in all 
real and personal property whether i!lecessary or incidental to the foregoing 
purposes or otherwise . 

(b) In general to carry on any other lawful business whatsoever, 
whether similar or dissimilar tb the foregoing and whether or not related 
to the foregoing, and' to engage in any other business or activities in 
connection with the. business of the Corporation or which is calculated, 
directly or indirectly, 'to promote the interests of the co;:poration or to 
enhance the value of its properties; and to have and exercise all rights, 
powers and privileges which are now or may hereafter be conferred upon 
corporations by the laws of Ohio; provided, howe.v~~· th:it nothing .:ontained 
in this Article 3 shall be construed as authorizi!Jc{the Corporation to carry 
on the business of a public utility or railrcfil as defined by the public 

· utility laws of the State of Ohio. 

FOUR:fH: The maximum number of shares which thl' Corporation is 
llUthorized to have outstanding is 16,000,000. consisting of 1,000,000 shares of Serial 
Preference Stock without par value (hereinafter called "Ser; al Preference. Stock") and 
15,000,000 Common Shares without par value (hereinafter called "Common Shares") . 

,. 

The express tenns of the shares of each class are as follows: 

, 

'/ 
;/' 

,, 
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DIVISION A 

Expres Tenns or the Seri:ll Prererence Stock 
,.., 
,_,( 

Section I. The Serial Preference Stock may be issued from lime to time 
11'1 one or more series. All shares or Serial Preference Stock shall be or equal rank and 
shall be identical, except in respect or the matters that may be fixed by the Board of 
Directon as hereinafter provided, and each share or each series shall be identical with 
Ill other shares of such series, except as to the date from which dividends are cumulative . 
Subject to the provisions or this Division, which shall apply to all Serial Preference Stock, 
the Board or Directors hereby is authorized to cause shares or Serial Preference Stock 
to be issued in one or mote series and with respect to each such series to fix: 

Ii 
i 

(a) The designation of the series, which may be by distinguishing 
number, letter and/or title . 

(b) The number of shares of the series. which number the Board 
or Directors may (except where otherwise provided in the creation of the 
series) increese or decrease (but not below the number of shares thereof 
then outstanding). 

(c) The annual. dividend rate of the series. 

(d) The dates at which dividends, if declared, shall be payable, and 
the dates from which dividends shall be cumulative. 

(e) The redemption rights and price or prices, if any, for share.s 
or the series. 

(0 The terms and amount of any sinking fund provided for the 
purchase or redemption of shares of the series. 

(g) The amounts payable on .shares of the series in the event of 
any voluntary or involuntary liquidation, dissolution or winding up of the 
affairs of the Corporation. 

(h) Whether the shares of the series shall be convertible into shares 
of any other class or series of the Corporation, and, if so, the specification 
or such other class or series, the conversion price or prices or rate or rates, 
any adjustments thereof, the date or dates as of which such shares shall 
be convertible and all other terms and conditions upon which such 
convenion may be made. 

(i) Restrictions (in addition to those set forlh in Sections 6(b) 
a'!!I 6(c) of this Division) on the issuance of shares of the same series or 
of any other class or ·series. 

. 2 
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''· The·.,Boarcl of Directors is authorized lo adopt from time 10 time amendments 
to· the Amended' ,#.rliclcs of Incorporation fixing. with resp.:o.:I 10 each such series, lhe 
matters described''ii; cla.uscs (a) t.(' (i), inclusive, of this Section I . 

, . Section 2. The holders of Serial Preference Stock of each series, in preference 
to the holders of Common Shares and of any other class of shares ranking junior 10 

tbe Serial Preference St0ck, shall be entitled to receive out of any funds legally available 
and when and as declared by the Board of Director$ dividends in cash at the rate for 
such series'C1fixed in a.:cordance with the provisions of Section I of this Division and no 
more, payable on the dividend payment dates fixed for such series. Such dividends shail· 
be cumulative. in the case of shares of each particular series, from and after the dale 
or dates fixed with respect to such ~ries. No dividend may be paid upon or set apart 
for any of ~he Serial Preference Stock al any time unlesi (i) all dividends payable upon 
and then outstanding Serial Preference Stock on any dividend payment date occurring 
prior to' such time shall have been paid or funds therefor set apart, and Cii) at the same 
time a like dividend, ratably in proportion to the respective annual dividend rates, shall 
be paid upon all shares of Serial Preference Stock then outstanding and entitled to receive 
such dividend, or funds therefor set apart. 

Section 3. In no event so. long as any Serial Preference Stock shall be 
outstanding shall ~any dividends, except a dividend payable in Common Shares or other 
shires ranking junior to the Serial Preference Stock, be paid or declared or any distribution 
be made except as aforesaid on the Common Shares or any other shares ranking junior 
to the Serial Preference Stock, nor shall any Common Shares or any other shares ranking 
junior to the Serial !'reference Stock k.p11Ichased, retired or otherwise acqµjrcd by the 
Corp0ration (except out of the proceeds of the sale· of Common Shares or other shares 
ranking junior to the Serial Preference Stock received by tlie Corporation on or subsequent 
to. the date on which shares of Serial Preference Stock are first issued), unless (i) all 
ac:c:rued dividends upon all Serial Preference Stock then outstariding pay:\ble on all dividend 
payment dates occurring on or prior to the date ,of such action shall ~ave been paid 
or funds therefor set apart. and (ii) at the date of such action there shall be no arrearages 
with respect to the redemption of Serial Preference Stock of any series from any sinking 
fUnd provided for shares of such series in accordance with Section I of this Division. 

Section 4. {al Subject to the express terms of each series and to the provisions 
or Section 6(c~ {iv) of this Division, the Corporation may from time to time redeem 
Ill or any part of the Serial Preference Stock of any series at the time outstanding (i) 
at the, op~on of the Bo;µ-d of Directors at the applicable redemption price for such series 
fixed in accordance with. the provisions of Settion I of'this Division, or (ii) in fulfillment 
or the requirements or any ~'11 fupd provided for shares of such series al the applicable 
sinking fund. redemption price fixed in accordance with the provisions of Section l ·of 
this Division, together in each case with {i) all then unpaid dividends upon such shares 
payable on all dividend payment dates for such series occurring on or prior to the 
redemption date plut (ii) if the redemption date is not a dividend payment date for such 
series, a proportionate dividend, based on the number of elllpsed days, for the period 
from the day following the most recent such dividend payment date through the 
redemption date. 
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(b) Notice of every such redemption shall be mailed, postage prepaid, to 
the holders of record of the Serial Preference Stock to be redeemed at their respective 
,~dresses then appearing on the books of the Corporation, not less than 30 days r.or 
more than 60 days ppor to the date fixed for such redemption. At any time before or 
after notife hu been given as above provided, the Corporation may deposit the aggregate 
rcdempticm price of the. shares of Serial Preference Stock to be redeemed, together with 
an amount equal to the aggregate amount or dividends payable upon such redemption, 
with any bank or trust company in Ocvelar.d1 Ohio, or New York, New York, having 
capital and surplus of more than SS,000,000, named in such notice, and direct that such 
dejiosiled amount be paid to the respective holders of the shares of Serial Preference 
Stoclt iO to be redeemed up<>n surrender of lhe stock certificate 01· certificates held by 
such holders. Upon the giving of such no~ice and the maki'ng of such deposit such holders 
shall cease to be shareholders with respect to such shares and shall have no interest in 
or claim agai.1st the Corporation with respect to such shares ex-cept only the right to 
receive such money from such bank or trust company without interest or to exercise, 
before the: redemption date, any unexpired privileges of conversion. 

(c) In case less than all of the. outstanding shares of any series of Serial 
Preference Stock arc to be ~,i:d.~med, the. Corporation shall select pro rata or by lot the 
shares 5o to be redeemed in such manner as shall be prescribed' by its Board of Directors . ,, 

(d) If the holders of shares of Serial Preference Stock which shall have 
been called for redemption shall not, within six years after such deposit, claim the amount 
deposited for the. redemption• thereof, any such bank or trust company shall, upon demand, 
pay over to the Corporation such unclaimed,,~mounts and thereupon such bank or trust 
company and the Corporation shall be relieved of all responsibility in respect th.ereof and 
to such holders. 

(e), Any shares of Serial Preference Stock which are (i) redeemed by the 
Corporation punuant to the provisions of this Section 4, (ii) purchased an'ii~'delivercd 
in sa~sfaction of any si~king fund requirements provided for shares of any series of Serial 
Prefe~nce Stock, (iii) cunverted in accordance with the express terms of any such series, 
or (iv),therwise acquired, shall resume the status of authorized and unissued shares or 
Serial 'Prfr:ference Stock without serial designation; provided, howc··~r. that any such shares 
which ate so. converted shall not be reissued as convertible shl!res. 

Section S. (a) The holders of Serial Preference Stock of any series shall, 
in case of liquidation, dissolution or winding up of the affairs of the Corporation, be 
entitled to receive in full out of the asset~ of the Corporation, including its capital. before 
any amount shall be paid or distributed among the holders of the Common Shares or 
any other shares ranking junior to the. Serial Preference Stock, the amount fixed with 
nspect to shares of such series in acco~dance with Section I of this Division, plus an 
amount equal to (i) all then unpaid dividends upon such shares payable on all dividend 
,.yment dales for slic!i series occurring on or prior to the date of payment of the. amount 
due PllJSUant lo such liquidation, dissolution or winding. up, plus (ii) if such date is not 
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a dividend payment date for such series, a proportionate dividend, based on the number 
of elapsed days, for the period from the day following the most recent such dividend 
payment date through such d~te of payment of the amount due pursuant to such 
liquidation, dissolution or winding up. In case the net assets of the cC>rporation legally 
available therefor are insufficient to permit the payment upon all outstanding shares of 
Seriil Preference Stock of the full preferential amount to which they are respectively 
entitled, then such net assets shall be distributed ratably :ipon outstanding shares of Serial 
Preference Stock in proportion to the full preferenti;,I amount lo which each such share 
is entitled. 

After payment to holders of Serial Preference Stock of the full preferential 
amounts as aforesaid, holders of Serial Preference Stock a~· such shall have no right or 
claim to any of the remaining assets of the Corporation . 

(b) The merger or consolidation of the Corporation into or with any other 
corporation, or the merger of any other corporation into it, or the sale, lease or conveyance 
of all or substantially all the property or business of the Corporation, shall not be deemed 
to be l dissolution, liquidation or winding up for the purposes of this Division . 

Section 6. (a} The holders of outstanding Serial Preference Stock shall Ile 
entitled to one vote for each share of such stock upon all matters presented to the 
shareholders, ilTespective of (i) tl\e number of, or the voting pOwer exercisable by the 
holders of Common Shares or any other class of shares of the Corporation issued or 
outstanding at any time and (ii) any changes in S\ICh n11mber or voJing power. Except 
as otherwisi: provid~d herein or required by law, the hoiders of Serial Preference Stock 
ani:I the holders of ::::ommon Shares shall vote together as one class on all matters. 

/~ 

If, and so often as, the Corporation shall be in default in the payment of 
dividends on any series· .. of Serial Preference Stock at the time outstanding in an amount 
eqµivalent to si~ quart1Jrly dividends on such series of Serial Preference Stock, whether 

c or not earned or declared, the holders of Serial Preference Stock of all series, voting 
separately ~s a class and in addition to all other rights to vote for Directors, shall thereafter 
be entitled to elect, as hereinbelow provided, two Directors of the Corporation who shall 
serve, except as hereinbelow provided, until the next annual meeting of the shareholders 
and until their successorS have been elected and qualified. When the special class voting 
rights provided for herein shall have become vested they shall remain so vested until all 
accrued and unpaid dividends on the Serial Preference Stock of all se11es then outstanding 
sha!I have been paid or funds tlterefor set apart, whereupon the terms of Directors elected 
by the holders of Serial Preference Stock shall automatically terminate and the holders 
of Serial Preference Stock shall be divested of their special class voting rights in respect 
to subsequent elections of Directors, subject to the revesting of such specid class voting 
rights in the event l!.ereinabove specified in this paragraph . 

In the event of default entitling the holders of Serial Preference Stock to 
elect two Directon as above specified, ~ special meeting of the holders of Serial Preference 
Stock for the purpose of electing such Directors shall be called by the ~cretary of the 
Corpcration upon written request of, or upon prior written notice to the Secretary of 
the Corporation may be called by, the holders of record of at least 10% of the shares 
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of Serial Preference Stock of all series at the time outstanding, and notic.: thcre9f shall 
be given in the same manner as that required for the annual meeting of shareholders; 
provided, however, that the Corporation shall not be required, and the holders of Serial 
Preference Stock shall not be entitled. to call such special meeting if the annual meeting 

'of shareholders shall be held within 90 days after the date of receipt by the Secretary 
of the Corporation of the foregoing written request or notice from the holders of Serial 
Preference Stock. At any annual meeting of shareholders or special meeting called for 
such purpose at· which the holde.rs of Serial Preference Stock shall be entitled to elect 
Directors, the holders of 35% of the then outstanding shares of Serial Preference Stock 
of :ill series, present in p1irson or by proxy, shall be sufficient to constitute a quorum 
for such purpose, and the vote of the holders of a majority of such shares so present 
at any such meeting at which there shall be such a quorum shall be necessary and sufficient 
to elect the members of the Board of Directors which the holders of Serial Preference 
Stock are entitled to elect as hereinabove provided. If at any such meeting there shall 
be less than a quorum for such purpose present, the holders of a majority of the shares 
of Serial Preference Stock so present may adjourn the meeting for such purpose only 
from time to time without notice other than announcement at the meeting until a quorum 
shall attend. 

The two Directors who may be elected by the holders of Serial Preference 
Stock pursuant to the foregoing provisions shall be in addition to the whole authorized 
number of Directors of the Corporatioj'I fixed in the Regulations or by action of the 
shareholders, and nothing in such provisions shall prevent any change otheiwise permitted 
in such whole authorized number of Directors of the Corporation or require the resignation 
of any Direct.or elected otherwise than pursuant to such provisions . 

(b) Except as hereinbelow provided, the affirmative vote of the holders of 
at least two-thirds of the shares of Serial Preference Stock at the 1lime outstanding, given 
in person or by proxy at a meeting called for the purpose at which the holders of Serial 
Preference Stock shall vote separately as a class, shall be necessary to adopt any amendment 
to the Amended Articles of Incorporation (but so far as the holders of Serial Preference 
Stock are concerned, such amendment may be adopted with such vote) which: 

(i) changes issued shares of all serie~ o( Serial Preference 
Stock then outstanding into a lesser number of shares of the Corporation 
of the siime class or into the same or a different number of shares of the 
Corporation of any other class or series; or 

(ii) changes the express terms of the Serial Preference Stock 
in any manner substantially prejudicial to the holders. of all series thereof 
then outstanding; or 

(iii) authorizes shares of any cla~. or any security convertible 
into shares of any class, or the conversion of any security into shares of 
any class, or an increase in the authorized amount of' shares of any class 
or of any security convertible into shares of any class, ranking prior to 
the Serial Preference Stock; or 
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(iv) changes the express terms of issued shares of any class 
ranking prior to the Serial Preference Stock in any manner substantially 
prejudicial to the holders of all series of Serial Preference Stock then 
outstanding; 

· and, except as hereinbclow provided, the affirmative vote of the holders of at least 
.two-thirds of the shares of the one or more series of Serial Preference Stock at the time 
outstanding affected by any amendment hereinafter referred to in this subsection (b). 
pven in person or by proxy at' a meeling called for the purpose at which the holders 
of shares of such one ar more affected series of Serial. Preference Stock shall vote separatel:t. 
as thnush any •11 ch...one....si;rt~s alone or all suc!:L~~.!l._series collectively ..i:onstitute~ 
~~rate cla~ shall be necessary to adopt any amendment to the Amended Articles 
of Incorporation (but so far as the holders of Serial Preference Stock and of each such 
series of Serial Preference Stock ·~re concerned, such amendment may be adopted with 
such vote) which: 

(v) changes issued shares of Serial Preference Stock Q(_Q!)_e 
or more but less than_;1J! series then outstanding into a lesser number of 

p shares of the Corporation of the same class and series or into the same 
or a different number of shares of the Corporation of any other class or 
serie~; or 

(vi] changes the express terms. of thl' Serial Preference Stock 
or any series thcreo(jn any manner substantially prejudicial to the holders .. . . )\ 
of one or more .12.ut less than all series thereof then outstanding; or 

I/ . 

I 
. 

(vii) j changes the express terms Of issued shares of any C)aS§ 
rankjng qrior -!'1 the Serial Preference Stock in any manner substantially 
prejudicfal to the holders of one or more but Jess than all seri~s of Serial 
Preference Stock then outstanding; 

provided, however, that this subsection (b) shall not apply to, and the votes herein specified 
shall not be required for the approval of, any action of the types described in the preceding 
clauses (i) through (vii) which is a part of or effected in connection with the .consolidation 
of the Corporation with or the merger of the Corporation in to any other corporation . 

(c) Except as hereinbclow provided, the affirmative vote of the holders of 
at least a majority of the shares of Serial Preference Stock at the time outstanding, given 
in person or by proxy at a meeting called for the purpose at which the holders of Serial 
Preference Stock shall vole separately as a class. shall be necessary to effect any one 
or more of the following (but so far as the holders of Serial Preference Stock are concerned, 
l\llCh action may be effected with such vote): 

II 

(!, 
\(::: 

(i) The sale, lease or conveyance by the Corporation of all 
or sub~tantially all of its property or business; provided, however, that this 
clause shall not apply to a mortgage of or creation of any security interest 
in assets of the Corporati.Pn; or 

(ii) The consolidation of the Corporation with or the merger 
of the Corporation into any other corporation; provided, however, that no 
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siich vote shall be necessary if the corporation resulting from such 
consolidation or merger will have after such consolidation or merger no 
class of shares' either :authorized or outstanding ranking prior to or on a 
parity with the 'Serial Preference Stock except the same number of shares 
nnking prior to or oil a parity with the Seri:al Preference Stock and having 
aubstantially the same rights and preferences as the shares of the Corporation 
authorized and outstanding immediately preceding such consolidation or 
meracr. and each holder of Serial' Preference Stock immediately preceding 
such consolidation or me1"3er shall receive the sa111e number of shares, with 
substantially the same ri$hts and preferences, of the resulting corporation; 
Of 

· (iii) Any amend.ment to the Amended Articles of 
lnco~_!l!~O!l which authorizes an increase. m fhi; ailflioriie~-numiier-of 
shares of Serial Prefere.i:itj;_St9.c~-;:i>r authorizes any class of shares. or increase 
Tn the autlioriied number of stares of any class ranking on a 111,rity with 
the Serial Preference Stock, or shares of any class which are convertible 
into, or the ccmversion of shares of any class in to, Serial Preference Stock 
or shares ranking on a parity with· th~ Serial Preference Stock; or 

(iv) The purchase or redemption (for sinking fund purposes 
or otherwise) of less than all of the Serial Preference Stock then outstanding 
except in "accordance with a stock purchas'! offer made to all holders of 
record of Serial Preference Stock, unless (A) all accrued dividends upon 
~ll $!:rial Preference Stock then outstanding payable on all dividend payment 
dati:s c>ccurring on or prior to the date of such purchase or red~mption 
shall ha\'.lbbeen paid or funds therefor set apart, and (8) all accrued sinking 
fund obligations applicable to any series of Seriai P;eference Stock shall 
have been co1.nplie,~ with . 

. 
Section 7. The holders of Serial Preference Stock shall have no P.re-emptive 

ri&ht to purchase, or have offered to them for purchase, any shares or Othersecu'n"iles 
of the Corporation, whether now or hereafter authorized. 

Section s: If and to the extent that there are created series of Serial Preference 
Stock which are convertible (hereinafter called "convertible series") into Common Shares 
or into shares of any other class or series of the Corporation (hereinafter collectively 
called "conversion shares"), the following terms and provisions shall be applicable to all 
convertible series, except as may be otherwise expressly provided in the terms of any 
such series. 

(a) The holder of each share of a convertible series may exercise the 
conversion privilege in respect thereof by delivering to any transfer agent for the respective 
series the C!lrtificate fc>r the sh:are to be converted and written notice that the holder 
elects lo convert such share. Conversion shall be dee."1ed to have been effected immediately 
prior to the close of business. on the d:ate when such delivery is made, and such date 
is referred to in this Section as the "conversion date". On the cl>nversion date or as 
promptly thereafter as practi~able Ille Corporation shall deliver to the holder of the stock 
surrendered for conversion, or as otherwise directed by him in writing, ii certific:ate for 
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the number"of fUll conversion shares delivefuble upon the conversion of such stock and 
• check or cash in respect of any fraction of a share as provided in subsection (b) !>f 
this Section. The person in whose name the stock certificate is to be registefe!I shall 6e 

, deemed to have become a holder of the conversion shares of record on the conversion 
date,. No acljustment shall be made for any dividends on shares of stock surrendered for 
conversion or. for dividends on the conversion shares delivered on conversion. 

. ~ 
(b) The (i;orporation shall not be required to deliver fractional shares upon 

conversion. of shares of1 a convertible senes. If more than one share shall be surrendered 
for conversion at one time by the same holder, the number of full conversion shares 
deliverable upon conversion thereof shall be computed on the basis of the aggregate number 
of shares so surrendere°d. If any fractional interest in a conversion share would otherwise 
be deliverable upon the conversion, the Corporation shall in lieu of delivering a fractional 
share therefor make an adjustment therefor in cash at the current market value thereof, 
computed (to the nearest cent) on the basis of the closing price of the conversion share 
o~ the last business d•Y before the conversion date> "''-1: 

" For the purpose of lllis Section, the "closing price of the conversion share" 
"on any business day shall be the last reported sales price regular way per share on such 
day, or, in case no such reported sale takes place on such day, the average of the reported 
closing bid and asked prices regular way, in either case on the New York Stock Exchange, 
or. if the conversion shares are not listed or admitted to trading on such Exchange, on 
the principal national securities exchange on which the conversion 51!ares are listed or 
admitted to trading as determined by the Board of Directors, which determination shall 
be conclusive, or, if not listed or adniitted to tradin.g on allY. national securities exchange, 
the mean between the · average bid and asked prices per conversion share in the 
over-the-counter market as furnished by any member of the National Association of 
Securities Dealers selected from time to. time by the Board of Directors for that purpose; 
and "business day" shall be each day on which the New York Stock Exchange or other 
national securities exchange or over-tile-counter market used for purposes of the above 
calculation is open for trading. 

(c) UP;Qn conversion of shares of any convertible series the stated capital 
of the conversion ~es delivered upon such conversion shall be the aggregate par value 
of the shares so delivered. having par value, or, in the case of shares without par value, 
shall be an amount equal to the stated capital represented by each such share outstanding 

. It the time of such. conversion multiplied by the number of such ~hares delivered upon 
such conversion. The stated capital of the Corporation shall be correspondingly increased 
or reduced to reflect the difference between the stated capital of the shares of the 
convertible·· series so converted and the stat;d capital of the shares delivered upon such 

• ·, 0 " • 
conversion. ef ! -

(d) In case of any reclassification or change of outstanding conversion shares 
(except a split or combination, or a change in par value, or 'a change from par value 
to, no par value, or 1 change from no par value to par value), provision shall be made 
.. part of the. ~ennt. of such reclassification or change that the holder of each share of 
each convertible series then outstanding shall have the right to receive upon the conversion 
of such share;' at the conversion rate or price which otherwise would be in effect at the 
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time of conversion, 1:Yith substantially the s:ime protection against dilution as is provided 
in the terms of such conveniblc series, the same kind and amount of stock and other 
securities and property as he would have owned or have been entitled to receive upon 
the happening of any of the events described above had such share been converted 
immediately prior to the happei:tin& of the event. 

(e) ;/ In case the Corporation shall be consolidatrd with or shall merge into 
any other corpciration, provision shall be made as a part of the terms of such consolidation 
or merger wher1=by the holder of each share of each con•1ertible series outstanding 
immediately prior to such event shall thereafter be entitled to such conversion rights with 
respect to securities of .the corporation resulting from such consolidation or merger as 
shill be substantially equival~nt to the conversion rights specified in the terms of such 
convertible. series; provided, however, that the provisions of this subsection (e) shall be 
deemed to be satisfied if such consolidation or merger shall be approved by the holders 
of Serial Preference Stock in accordance with the provisions of Section 6(c) of this Division. 

·· (0 The issue of stock certificates on conversions of shares of each 
convertible series shall be witllout charge to the' converting shareholder for any tax in 
respect of the issue thereof. The Corporation shall not •.. ~owever, be required to pay any 
tax which may be payable in respect of any transfer iny~}lved in the registration of shares 
in any name other than that of the holder of the shaies converted, and the Corporation 
shall not be required to deliver any such stock certificate unless and until the person 
or persons requesting the delivery thereof shall have paid to the Corporation the amoun~ 
of such tax or . .shall have established to the satisfaction of the Corporation tlult sµch 
tax has been paid. · · · 

(g) The Corporation hereby reserves and shall at all times reserve and keep 
available free from 1>re-i:mptive rights, out of its authorized but unissued share$ or treasury 
shares, for th,e purj>osc of delivery upon conversion of shares of each convertible series, 
such number of conversion shares as shall from time to time be sufficient to permit the 
conversion of all outstanding shares of all convertible series of Serial Preference Stock . 

Section 9. For the purpose of this Division: 

Whenever .reference is made to shares "ranking prior to the Serial Preference 
Stock", s11ch reference shall mean and 'include. all shares of the Corporation in respect 
of which the rights cif the holders thereof either as to the payment of dividends or as 
to distributions in the event 'or a voluntary or involuntary liquidation. dissolution or 
winding up of the Corporation are given preference over tile rights of the holders of Serial 
Preference Stock; whenever reference is made lo shares "on a parity with I.he Serial 
Preference Stock", such reference shall mean and include all shares of the Corporation 
in respect .of which the rights of the holders thereof (i) arc not given preference over 
the. rights of the. holders of Serial Preference Stock either as to the pa'}:ment of dividends 
or as to distributions in .. the event of a voluntary or involuntary liquid'ation, dissolution 
or winding up of the Corporation and (ii) either as to the payment .of dividends or as 
to distributions in the event of a: voluntary or involuntary liquidation, dissolution or 
winding up of the Corporation, or as to both, rank on an equality (except as to the 
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fixed there(~r) with the rights of the holders of Serial Prefer~nce Stock; and 

•••• 
,-;; 

• 

• 

• 

• 

\\ 

\\ 

'<l!hcnever reference i~ mide to shares "ranking junior to the Serial Preference Stock" such 
ftfcren.:e shall mean and include all shan:s of the Corporation in respect of which the 
rights or the holders ihereor both as to the payment of dividends and as to distributions 
in the event of a voluntary or in\'oluntary liquidation, dissolution or winding up of the 
Corporation are junior and subordinate to the rights of the holders of the Serial Preference 
Stock~ . ,. 

DIVISION B 

Express Tenna of the Common Shares 

The Common Shares shall be subject to the express terms of the Serial 
Preference Stock and any series thereof. Each Common Share shall be equal lo each other 
Common Share. The holders of Common Shares shall be entitled to one vote for each 
such sllarO' upon all questions presented to the shareholders. 

S00,000 .of the authorized but unissued Common Shares, without par value, 
of 1·he Corporation hereby are released from pre-emptive rights, and no shareholder of 
the Corporation shall be entitled to pre-emptive rights1 as now or hereafter provided by 
the

1 
laWI o( Ohio, to purchase, or to bave offered for purchase, such number of Common 

~~· without par value, of the Corporation. 
-~ . ~ 

In addition to the Common Shares not subject to pre-emptive rights pursuant 
to the fore8°'ing plirallflph, the holders of Common Shares now or hereafter outstanding 
shall 11:."l'e no pre°-emplive rilht to purchase or have offered to them for purchase any 

" Common Shares which at any time shall be required for issuance or to be issued. in 
fulfillment of the provisions of (a) any series of the Corporation's Serial Preference Stock, 
or (b) any option or options or other rights to purchase or receive Common Sh:ires granted 
to any offii:ei or employee of the ,COrpofl!lion or any of its subsidiaries punuant to any 
stock option or stock. purchase plan ado11ted or approved by the holders of a majority 
of the outstanding shares of the Corporatio'i'l entitled to vote thereon, or (c) any employees' 
stock purc~se or stock savings or thrift plan or stock option plan or agreement hereafter 
assumed by the Corporation in COii\jeCtion with the purchase or other acquisition by the 
Corporation of any other company or business, including in the case of any plan or 
grcement covered by this clause (c) Common Shares issued upon ·lb,•: conversion of 
convertible securities so issued . 

FIFTH: · ~y and every statute of the State. of Ohio hereafter enacted, 
whereby the rights, p0wers· or pri~ileges of corporations or of the shareholders of 
corporations ·organized under the laws of the State of Ohio are increased or diminished 
or in any way affected, or whereby ~ffect is given to the action taken by any number, 
less than all, of the shareholders of my such corporation, shall apply to the Corporation 
and shall ~ .binding not only upQn the Corporation but upon every shareholder of the 

" Corporation'-to the same extent as if such statute had been in force at the time these 
Amended Articles of Incorporation. became effective. 
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SIXTll: The. Corporation may from time to time, pursuant to authorization 
by the Board of Directors and without action by the shareholders, purchase or otherwise 
ICquire s_~res of the Corporation of any class or series in such manner, upon such terms 
and in s11ch amoui:m:;as the Directors shall determine, subject, hcfwever, to such provisions, 

• linlltations and restrictions, if any, relating to the purchase or:i acquisition of shares of 
the Corporation as shall be contained in the exp~ss temis of th1t class or series of ~hares 

(/or the Corporation being pµrchased or acquired or in the ex~ress terms of any other 
f class or series ·Of shares or other securities of the Corporation outstanding at the time 

or such purchase or acquisition. · 
. ' 
" 

SEVENTH: These Amende<I Articles of Incorporation shall supersede and 
take the place of the heretofore existing Articles of Incorporation and a!I amendments 
thereto . 

(,' 
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AMENDED CODE OF REGULATIONS 

OF 

THE SCOTT&. FETZER COMPANY 

ARTICLE I 

SHAREHOLDERS 

Section 1. Annual Meeting. The Annual Meeting of Shareholders 
of the c0 iporatioh shall be held at the principal office of the corporation 
in Lakewood, Ohio, or at such other place either within or without the 
State of Ohio as may be designated by the 'Board of Directors and specified 
in the notice of such meeting, at eleven o'clock, ,A. M., or at such other 
tillle as may be designated by the Board of Directors and specified in the 
notice of,the meeting, on tl:le fourth Tuesday in March, if not a legal holiday, 
and, if a legal holiday, then on the next succeeding business day, for the 
purpose of electing a Board of Directors, considering x'~ports laid before 
the meeting, and transacting such othe.r business as may be specified in 
the notice of.,the meeting or as may properly be brought before the meeting. 

Section 2. Special M~etings. Special meetings of the shareholciers 
of the corporation may be held· on any b.usiness day, when called by the 
President, or by a Vice President, or by a majority of the members of the 
Board of Directors acting with or, without a meeting, or by the persons who 
hold twenty-fflte per .~ent of all the shares outstanding and entitled to vote 
thereat. Su.ch meetings shall be held at the principal office of the corporation, 
unless the same is. called by the. Board of Directors, in which case such 
meetings· may be held at any place, either within. or outside the State of Ohio, 
designated by the Board and specified in the notice of such meeting. 

Section 3. Notice of Meetings •. Not less, than ten days nor more 
·•than sixty d~y;s before ~he dii,te fixed for a meeting of· shareholders, written 
notice. of \he time, place and purposes of such meeting shall be given by 
the Secretary, or by the Assistant Secretary, or by any other person or 
persons required or permitted by law to give such notice.. The notice shall 
be served upon or mailfid to each shareholder entitled to notice of the meeting; 
if. mailed, the notice :shall be directed to the. shareholderf:! at their respective 
addresses as they appear upon the records of the corporation. Notice of 
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the time, place, and purpose of any meeting of shareholders may be waived 
in writing, either before or after the holding of such meeting, by any share
holder entitled to notice, which writing shall be filed with or entered upon 
the records :if the meeting. The attendance of any shareholder at any such 
meeting without protesting the lack of pro::i_er notice shall be deemed to 
be a itiver of notice of such meeting. 

Section 4. Quorum. Except as may be otherwise provided by law 
or by the Articles of Incorporation, at any meeting of the shareholders, the 
holders of shares entitling them to exercise a majority of the voting power 
of the corporation and present in_ person or by proxy shall constitute a quorum 
for such meeting; provided, however, that no action required by law or 
by the Articles pf Incorporation or this Code of Regulations to be taken by 
a specified proportion of the voting power of the corporation or of any class 
of shares may be taken by a lesser proportion; and provided, further, that 
the holders of a majority of the voting shares represented thereat, whether 
or not a quorum is present, may adjourn such meeting from time to time. 

Section 5. Proxies, The instrument appointing a proxy shall be in 
writing and subscribed by the person making the appointment. The person 
so appointed need not be a shareholder. Unless the writing appointing the 
proxy otherwise provides, the presence. of a shareholder at a meeting shall 

.not operate to revoke the writing appointing the proxy •,mless and until 
notice of such revoca~•,on is given to the corporation in writing or in o~en 
me~ting. 

ARTICLE II 

BOARD OF DIRECTORS 

Section 1. Election, Number and Term of Office. Directors shall be 
elected at the Annual Meeting of Shareholders, or if not so elected, at a 
special meeting of shareholders called for that purpose. At any meeting of 
shareholders at which directors are to be elected, only persons nominated 
as candidates shall be eligible for election • 

The directors shall be divided into three classes, each class to 
consist of such number of directors, not less than three, as the shareholders 
may determine. A separate election shall be held for each class of directors 
as hereinafter in this p~ragraph provided. Directors elected at the Annual 
Meeting of Shareholders in 1975 for the first class shall hold office for the . . 
te'rm of one year from the date of their election and until the election of their 
successor.s, directors elected at the Annual Meeting of Shareholders in 1975 
for the second class shall hold office for ~he term of two years ~rom the date 
of their election and untq,_the election of their successors, and directors 
elected at the Annual Meeting of Share~olders in 1975 for the third class shall 
hold office for the term of three years {~•om the date of their election and 
until the election of their successors. At each annual election after the Annual 
Meeting of Shareholders in 1975 the suc.cessors to the directors of each class 
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of their successors. In case of any increase in the number of directors of 
any class, any additional directors elected to such class shall hold office for 
a term which shall coincide with the term of such class. All directors, for 
whatever terms elected, shall hold office subject to provisions of statute as 
to the creation of vacancies and removal. 

Section 2. Organization Meeting. Immediately after each annual 
meeting of the shareholders, the newly elected Board of Directors shall 
hold an organization meeting at the same place for the purpose of electing 
officers 0 and transacting any other business ... Notice of such meeting, need 
not be given. '\\ 

Sectioq, 3. 'Meetings. Meetings of the Board of Directors may be 
held at any tune within or without the State of Ohio upon call by the. President 
or Vice President or by not less than one-third of the directors. Notice of the 
time anii place of such meeting shall be served upon or telephoned to each 
direc.tor at least twenty-four hours, or mailed, radioed or telegraphed to 
each director at his address as shown by the books of the corporation at 
least forty-eight hours prior to the time l\f the meeting, provided, however, 
that attendance of any director at any such meeting without protesting the 
lack of proper noti~e shall be deemed to be a waiver of notice of such meeting 
and such. notice may be waived in writing, either before or after the holding of 
such meeting, by any director, which writing shall be filed with or entered 
upon the'· records. of the meeting. Unless otherwise indicated in the notice 
thereof, any business may be transacted at any organization, .. regu}!.tr, or 
special meeting. / 

Section 4. Quorum. A quorum of the, Board of Directors shall 
consist of .a majority"of the. members of the Board of Directors then in 
office; provided that any organization meeting, or other meeting duly held, 
whether,,a quorum is present or otherwise, may, by vote of a majority of 
the directors present at the meeting, adjourn from time to time and place 
to place without notice other than by announcement at the n1eeting. At each 
meeting of the Board at which a quorum is present, all questions and business 
shall be determined by a majority vote of those present except as in this Code 
of Regulations otherwise expressly prpvided. . 

.. Section 5 •.. Bv-Laws. The. Board of Directors may adopt By-Laws 
·for it&~own gover~ent, not inconsistent with the Articles of Incorporation 
or this Amended. Code of Regulations. 

Section 6. Action With!:>ut A Meeting. Arly action which may be 
authorized or taken at a meeting of the directors may be authorized or taken 
without a meeting, in a writing or writings signed by all the directors, wb,ich 
writing or writings shall be filed with or entered upon the records of the ' 
corporation. 
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Sectiori 7. Committees. The directors may from time to time 
create an executive committee or any other committee or committees of 
directors to act in the intervals between meetings of the directors and may 
delegate to such committee or committees any of the authority of the directors 
other than that of filling vacancies among the directors or in any committee 
of the directors. No committee shall consist of less than three directors. 
Tbe directors may appoint one or more directors as alternate members 
of any such committee, who may take the place of any absent member or 
members at any meeting of committee. · 

Unless otheI"W'ise ordered by the directors, a majority of the members 
of any committee appointed by the tiirectors pursuant to this section shall 
constitute a quorum at any meeting thereof, and th!-!; act of a majority of the 
members present at a meeting at which a quorum is present shall be the 
act of such committee. Action may be taken by any such committee without 
a meeting by a writing or ,~ritings signed by all of its members. Any such 
committee shall prescribe its own rules for calling and holding meetings and 
its method of procedure, subject to any rules prescribed by the directors, 
and shall keep a written record of all actior,. taken by it • 

" \', 

ARTICLE Ill 

OFFICERS 

\\ 
I\ 
I, 

Section 1. Election and Designation of Officers. The Board of 
Directors, at its organization meeting, shall elect a President, one or more 
Vice Presidents, a Secretary, a Treasurer, and, in its discretion, may 

, elect a Chairman of the Board, an Assistant Secretary or Secretaries, an 
Assistant Treasur~r or Treasure1·s, and such other officers as the Board may 
deem necessary. The PresAdent and Chairman of the Board shall be, directors, 
but no one of the other officf)rs need be a director; provided, however, that 

I 
a Vice President who is not a director shall not succeed to the office of President. 

Any two or more of such. offices, except those of President and Vice 
President, Secretary and Assistant Secretary, or Treasurer and Assistant 
Treasurer, may be held by the same person, but no officer shall execute, 
acknowledge, or,.verify any instrument in more than .. one capacity, if such 
instrument is required to be executed, acknowledged, or verified by two .or 
more officers. 

Section 2. Term of Office. Vacancies. The officers of the corporation 
shall hold office 'at the pleasure of the Boa rd of Directors until their successors 
are elected, except in case of resignat~on, death, or removal. The Board of 
Directors may remove any officer at any time with or without cause by a 
majority vote of the whole Board. A vacancy in ~ny office,. however created, 
may be filled by election by the Board of Directors. 

l'-, --.,-..., 
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Section 3. Authorities and Duties of Officers. The office:i:-s of the 
corporation shail have such authority and shall perform such duties as are 
customarily incident to their respective offices, or as may be specified 
from time to time by the directors regardless of whether such authority 
and duties are customarily incident to such office. 

1
11 

,, ARTICLE IV 

COMPENSATION 

Members .of the Board of Directors and members of any committee 
of the Board shall, as such, receive such compensation, which may be 
either a fixed sum for attendance at each meeting of the Board, or at each 
meeting of the committee, or stated compensation payable at intervals, or 
shall otherwise be compensated as may be determined by the Board of 
Directors. No member of the Board of Directors and .no member·of any 
committee of the Board shall be disqualified from being counted in the 
determinatiori~of a quorum at any meeting of either the Board or a 
committee of ~~e B.oard by reason of .the fact that matters affecting his own 
compensation as a director, member of a committee of the Board, an 
officer, or employee are. to be determined, or shall be disqualified from 
acting other than on matters directly relating to such membe.r's own 
compensation. 

ARTIC!~E V 

VOTING UPON SHARES OF OTHER CORPORATIONS 

Subject to the control and direction of the Board of Directors, the 
President, or such other person or persons as may be designated for the 
purpose by the Board of Directors, shall (a) on behalf of the corporation, 
either in person or by proxy, attend, act, and vote at any meeting of shareholders 

·'of any other corporation in which the corporation may hold shares, and at 
any such meeting shall possess and may exercise any and all of the rights and 
powers incident to the ownership of such shares and which, as the owner thereof, 
the corporation might have possessed and exercised if presen~. and (b) on 
behalf of the corporation, execute and deliver written consents with respect 
to the shares of any other col'poration in which the corporation may hold shares. 

ARTICLE VI 

INDEMNIFICATION,iAND INSURANCE 

Section cl. Indemnification. 

The corporation shall ind~mnify, to the full extent then permitted 
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by law, any person who was or is a party or is threatened to be made a party 
to any threatened, pending or completed action, suit or proceeding, whether 
civil, criminal, administrative or investigative, by reason of the fact that he 
is or was a director, officer, employee or agent of the corporation, or is or 
was serving at the request of .the corporation as a director, trustee, officer, 
employee or agent of another corporation, domestic or foreign, nonprofit or 
for profit, partnership, joint venture, trust or other enterprise; provided, 
however, that the Corporation shall indemnify any such agent (as opposed 
to any director, officer or employee) of the corporation to an extent greater 
than that required by law only if and to the extent that the directors may, in 
their .. dj,scretiont so determine. The indemnification provided hereby shall 
not be' deemed exclusive of any other rights to which those seeking indemnifi
cation may be entitled under any law, the Articles of Incorporation or any 
agreement, vote of shareholders or of disinterested directors or otherwise, both 
as to action in. official capacities and as to action in another capacity while he 
is a director, officer, employee or agent, and shall continue as to a person 
wfio has ceased to be a director, trustee, officer, employee or agent and 

. shall inure to the benefit of heirs, executors and administrators of such 
a person. 

Section 2. Insurance. The corporation may, to the full extent then 
permitted by law and authorized by the directors, purchase and maintain 
insurance on behalf pf any persons described in Section 1 of this Article VI 
against any liabili:~ asserted against and incurred by any such person in 
any such capacity, or arising out of his status as such, whether or not the 
corporation would have the power to indemnify such person against such 
liability • 

ARTICLE VII 

RECORD DATES 

The Board of Directors may fix a date, which shall not be a past 
date and which shall be not more than sixty days preceding the date of 
any meeting of shareholders, or the date fixed for the payment of any 
dividend or distribution, oi: the date for the allotment of rights, or (subject 
to contract rights with respect thereto) the date when any change or conver
sion or exchange of shares shall be made or go into effect, or the date as 
of which written consents, waivers, or releases are to be obtained from 
shareholders, as a record date for the determination of the shareholders 
entitled to notice of and to vote at any such meeting, or any adjournments 
thereof, or entitled to receive payment of any such dividend, distribution 
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or allotment of rights. or to exercise the rights in respect to any such 
change, conversion, or exchange of shares. or to execute consents, 
waivers, or releases. and, in such case, only shareholders of record 
on the date so fixed shall be entitled to notice of and to vote at such 
meeting, or any adjournments thereof, or to receive payment of such 
dividend. distribution, or allotment of rights, or to exercise such 

" rights. or to execute such consents, waivers. or releas~.s. as the case 
may be, notwithstanding any.transfer of any shares on the books of the 
corporation after any record date fixed as aforesaid. The Board of 
Directors may close the books of the corporation against transfers of 
shares during the whole or any part of such period, including the time 
of such meeting of the shareholders or any adjournments thereof. 

ARTICLE VIII 

CERTIFICATES FOR SHARES 

7 

5D 
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Section{ Certificates. Each shareholder of the. corporation shall 
be entitled to a certificate or certificates signed by the Chairman of the 
Board. the President. or a Vice President and by the Secretary or an Assistant 

- Secretary or the Treasurer or an Assistant Treasurer and sealed with. the 
corporate seal, certifying the number and class of paid-up shares of the 
corporation held by him, provided, however. that when any such certificate 
is cou~tersigned by a transfer agent,· who is not an employee of the corpora
tio~. or by a transfer agent and by a registrar, the signatures of any such 
Chairman of the Board, President, Vice President. Secretary, Assistant 
Secretary, Treasurer. or Assistant Treasurer and the seal of the corporation 
upon such certificate may be facsimiles, engraved, stamped or printed. 

In case any officer or officers, who shall have signed, or whose 
facsimile signature shall have been used, printed or stamped on any certificate 
or certificates for shares. shall cease to be such officer or officers of the 
corporation because of death, resignatioa or otherwise~ before such certificate 
or certificates s .. hall have been delivered by the corporation. such certificate 
or certificates. if authenticated by the endorsement thereon of the signature 
of a transfer agent or registrar. shall nevertheless be conclusively deemed 
to hatre been adopted by the corporation by the use and delivery thereof. and 
shall be as effective in all respects as though signed by a duly elected, 
qu.a1ified and authorized officer or officers. and as though the person or 
persons who signed such certificate or certificates oi; whose facsimile signa -
ture or signatures shall have been used thereon had not .. ceased to be such 
officer or officers of the corporation. 

Such certificates shall be in such form, consistent with law, as shall 
be approved by the Board of Direct.ors. 
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Section 2. Transfer of Shares. Shares of the corporation shall be 

transferable upon the books of the corporation by the holders thereof, in 
person, or by a duly authorized attorney, upon surrender and cancellation of 
certificates for a like number of shares of the same class or series, with 
duly executed assignment and power of transfer endorsed thereon or attached 
thereto, and with such proof of the authenticity of the signatures to such 
assignment and power of transfer as the corporation or its agents may 
reasonably require. 

Section 3. Transfer Agent and Registrar. The Board of Directors 
may appoint, or revoke the appointment of, transfer agents and registrars 
and may require all certificates for shares to bear the signatures of such 
transfer agents and registrars, or either of them. 

ARTICLE IX 

CORPORATE SEAL 

The corporate seal of this corporation shall be circular in form and 
shall contain' the name of the corporation. Failure to affix the seal of the 
corporation to any instrument executed on behalf of the corporation shall 
not affect the validity of any such instrument. 

ARTICLE X 

FISCAL YEAR 

The fiscal year of the corporation may be fixed, from time to time, 
by the Board of Directors, Until changed by the Board of Directors, the 
fiscal year shall end on November 30. 

ARTICLE XI 

AMENDMENTS 

\\ 

I 

The Code of Regulations of the corporation may be amended or added 
to by affirmative vote or the written consent of the holders of shares entitling 
them to exercise a majority of the voting power on such proposal. 
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TIE.SHEET 

ol provisions of Trust Indenture Act of 1939 with Indenture dated u 
of lllueh 15, 1975 hetw- The Seott a Fetzer Company and National 
City Bank, Trustee: .. 

Section of Indenture 

SlO(a) (1) and (2) ...................................................... 7.09 
810(a) (8) and (4) .................. .................... ............. Not applicable 
810(b) ............................................................... ............ 7.08 and 7.lO(b) 
810(c) ............................................................................ Not applicable 
811 (a) and (b) .............................................................. 7.18 
811(c) ............................................................................ Notapplicable 
812 (a) .......... :· ................................................................ 5.01 and 5.02 (a) 
812(b) and (c) ............. .... ................................. ......... 5.02(b) and (c) 
818 (a) ................................................................. .......... 5.04 (a) 
818(b) (1) ..................................................... ................ Not applicable 
818(b) (2) ..................................... ,............................... 6.04(b) 
818(c) ..................................................................... .... li.04(c) 
818(d) ............................................... ,,........................... 5.04(d) 
814 (a) .................................................. ......................... Ii.OS 
814 (b) ................................................ ,. .......................... · Not applicable 
SH(c) (1) and (2) ........................................................ H.06 
8H(c) (8) ........................................................... .......... Not applicable 
SH (d) ...... c..................................................................... Not applicable 
SH(e) . . .................. .................................................... 14.06 
81' (f) ............................. .............................................. Not applicable 
Slli(a) (c) and (d) .............................................. ......... 7.01 
811i(b) ............................ ::.... ........................................ 6.08 
815(e) ..... ........... .......................................................... 6.09 
818(a) (1) ................................................. .................... 8.01and8.07 
818(a) (2) ...................................................................... Omitted 
818(a) laat sentence ....................... .............................. 8.04 
816(b);: ............................................................................ 6.04 
817 (a)' ............................................................................ 6.02 
817(b) ............................................................................ 4.09(a), (b) and (c) 
818 (a) ............................................................................ 14.08 

Tldt tlwheet la no\ part of \he Indentun u executed. 
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TQ JNDBNTllBB, dated u of May 15, 1915, between TD SooT1' 
A F'l:IW Com.ANT, a corp0rat1on.du'7 orpniled and alstlns 1IJlc1er the 
Jaws of th• State of Ohio (hereiDafter IODletimel called the "Compan1"), 
111111 N~'ftOHAL C1'rr :kJnl, a national bnkl•1s woclatlon dulJ' orpniud 
111111 alltlDI under the Jaws of the United Stat.el of America (hereinafter 

ICllletimel called the "Truat.ee"), 

WITHSllSTB: 

WRftSAli~ the Company hu dul7 authorised the i!aue of ita 9% 
Neita Due liq 16, 1985 (hereinafter eometimee called the "Not.el"), 
la the ~ principal amount of '30,000,000 and, to provide the 
m- and conditlou upon which the Notee are to be authenticated, li
ned ud delivered, the Company hu dul7 authorised the aecution and 
dlliVVT of thll Inclenture; and 

11 

wensu, tbl Notee and .the certificate of authentication to be borne 
bT the Not.el are to be 1ublltantiall7 in the followins fol'llll, reepecti111b' : 

No.. 

THE SCO'l"l' A FETZER COMPANY 
9% Non: D1lB KAY 15, 1985 

' 

TD SooT1' A Fl:IW CollP.AN'f, a corporation dul7 orpniled and 
ailtins Under the laws of the State of Ohio (herein referred to u the 
"CompanJ"), for value received, hereby promilee to Jll7 t.o.·-······--········ 
········-·············································· or reliatered aaaiirns, the principal aum 
of •.•....•.•.••.••..•............•.............•.... Dollara on May 15, 1985, at .the office or 
qency of the Company in the City of Cleveland, County of Cuyahoga, 
State of Ohio, or, at the option of the holder, at the olfice or .,ency of 

. the Company in the Borough of Manhattan, the City of New York, State of 
New York, in auch coin or currency of the United Stat.ea of America u 
at the U- of paJDllllt lhlll be 1ep1 tender for the payment of public 
and private debta, and t.o J117 interest, aemi-annuall)' on May 16 and 
November 16 of each ;rear, commencins November 16, 1975, on aald 
principal IUID at aaid offlcea or qencl11, la like coin or currency, at 
the rate per annum apeclfiecl in the title of thia Note, from the May 
16 or the November 16, u the cue may be, n¢ precedins the date 

~\"-··\..~ 
··,-...~_/: 
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of tJda NciM to whlch lntenlt llu been paid, anl- the dat.e hereof ii 
a dab to which lnt.enlt bu been paid, In which cue from the date ol 
tllla Note, or 'Unlell no lnt.erelt llu been paid on the Not.II, In which cue 
from J1a7 11, 111'11, util pqment of uld principal 1U1D llu been 
mlde • cl• provlcltd for; ~ Aoton•r't that papient of intnelt 
may beimacle at the option of the Compu17 b:r check malled to the adm.. 

t• ,. ,· 

of. the ·pulClll etltlecl Uatret.o u nch um.. all appear on the Note a .. 
resilW· NohrltUtencliq the foreplnr, If the date hereof le after the 

. lint daT of Jlq .or November, u the cue may be, and before the 
., · followinr Jlq 15 or November 11, tllla Note dlall bear intereet from 

nch ·Jlq 111 or .. November 111; prorikd, Aotoner, that if the Com
JIU1 lhall default In·• the J11l11118Dt of interest due on 1uch May 16 or 
November H, then thla Note lhall bear Interest from the nat precedina 
lfq 15" or November 15 to which Interest llu been paid or, if no, 
ll!terelt llu beeD Jllfcl on the Not., from May 15, 19'111 •. The lnt.ereat 
eo ·panb)e on UIJ' ·- 16 or November 16 will, nbject to certain exeep
tlona provldecl in the Indenture nferrecl to on the rever•J1ereof, be paid 
to the penon In whme name tllla Note ii ftliaterecl at the elOM of bual
- on tJiii · Jlq 1 or November 1, u the cue may be, nat prec:eclina 

~ ~, 

nch M11 111 or November 111. •· 
Reference ii ~ to the furthel' provillona of tllla Note •et forth. 

on the ~ hereof. Such further ~rovillona lhall foi' all PUl.'Jll a have 
the aame effect u thouah 'full7 let forth at thil place. 

Thia Note lhall not be valid or become obllp~ for UIJ' purpoee 
YimW the certificate of authentication hereon lhall have been efped b:r 
or on behalf of the Trutee unl!er the Indenture nferrecl to on the 1evw 
beilof, . .-, 

. IN Wrriml Wpnmp, TBB Scoft' A FliiW CoMPAHY llu camed 
thil iDltrameDt to be efped bJ f...-JmUe bJ itl Chairman and bJ itl 
, SeCntarJ, ud llu callled a faalmlle of ltl corporate leal to be affixed 
hereullto or Imprint.eel hereon. 

Dat.edi 

.. By···················································· 
CAainllGtl 

By ................................................... . 
S""'4rr 

.. 

• I 
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'Diii la OM of the Notes demcrlbecl In tbe witblll-mentlonecl Indenture. 

NATIONAL C1Tf BANK, 

GI 2'"""' 

By ··-···-········-·--·-·······--
AtdAorilecl O/llnr 

TBll SCO'I'J.' A FE'l'ZBR COJIPANY 

9~ NOTE DUB 11.AY 111, 19811 

'Diii Note la OM of a dul7 autborlud luue of Not.el of tbe Com
pu,, cllllpated u ita 9~ Hotel Due Jla, 111, 19811 (herein called 

. tbe ''Hotel"), Umlt.14 (m:ept .. othenrlle provided In the Indenture 
mmtOlltll bllow) to tbe qsrepte principal amount of $80,000,000, all 

' llllllCl or to bt lalled under and p~t to an Indenture dated u of 
l[q 11, .19711 (herein called the "Indenture"), duly executed and deliv
...i by tbe Company to National City Bank, Tr111tee (herein called the 
"'l'rutll"), to which Indenture and all llldentur. npplemental themo 
nflrinct la h8rebJ llll&Cle for a delCl'lptlon of tbe rlfhtl, Umltatlona of 
dllatl. obllptlona, dutle1 and immunitl• thereunder Of the 'l'rllltee, the 
t0mpu, and the holden of .. tbe Notll. 

Jn - an Event of Default. u deftnecl In the Indenture, lba1l have 
occurnd and be contlnulq, th• prlnclpal htreof mar be decJared. and upon 
111e1a dtelaratlon lba1l become, due and payable, In the manner, with the 
elect an4 aubject t.o tbe conditions provided In the Indenture. 

Thi Indenture contalna proviliona permltttDs the Company and the 
Trllltll, with th" eouent of the holden of not lea than 66%" In aaze. 
ptl principal amoiant of the Hotel at the time o~lll'. evidenced u 
In. the Indenture provided, t.o uecute aupplemental lndentur. addiq Ul1 
pro'flllona t.o or challl'llll' In Ul1 manner or eHmlnatlnr any of the pro
'flllolll of the IncteDture or of any aupplemental Indenture or modifJinl In 
UG'.manntr the rlshta of the 1aolden of the Not.ee; provilW. loll!n•'t 

. that ao l1IC1I nupplemental Indenture lba1l (I) extend the fixed maturity 

' -_,.,.' 
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of any Note, or nducl the nte or extend the time of pqment of intezwt 
tblNOll, or ndllCI the prliiclpal llllOUllt thereof, or make the principal 
thereof or lnterelt thlnon paJab1e In &111 coin or C1ll'l'Ue7 other than 
tliat llerelDWaft prmdlcl, wftJaout th• couent of the holder of each Not.e 
ID dected, or (U) ndllCI the aforellld percentap of Not.el, the holden 
of which an requlnd to coment to &111 auch 1Upplemental indenture, 
without the COllleDt of the hoklen of all Notea then outatandl111. It la allo 
provfcled In the llldentun that, prior to &111 clec1aratlon acaleratlnr the 
maturff;J of thi Not., the holden of a majorlt7 In 111zeaate prlndpal 
llDOmlt of the Not. at the time oatatandlnr 111&7 on behalf of the holden 
of an of the NC!UI walft ~ put default or Event of Default under the 

· lnd~tun and It• ~ ueept a default In the PQ111ent of interest 
Oil or the prhlclpal of &111 of the Not& ADJ 1Uch C0111111t or waiver by 
the holder of Ulla Not.It (ul!MI revobd u provided In the Indenture) 
lluall be caadualft and'bJndlq upon nch holder and upon all futun holden 
and ownen of Ulla Note an4 any Not. which 111&7 lie luued In aehanp 
or 1ubltltutloa hez'efor, hz•pect;lft of whether or not &111 notation thereof 
la made upon Ulla Note or luch other Not& 

No nftrence to the Indenture and no provlalon of Ulla Not.e or of 
the lndentun ahaD alter or bnpalr the obllptlon of the Compal!J, which 
'la ablolute an4 UllCOlldltional, to pq the prlnclpal of ucl lntereat on thi1 
Note at the Plaeel, at the relpeCtlve .times, at the nte and in the coin or 
CUl'IUq .'benlll PNICribecl ·:? 

The Not. an flnable'ln ftlfdend fciim without coupona in denomi· 
nation1 of fl,000 and &111 multiple of .1,000. ~t the office or qency of 
thil Comp&111 nferncl to on the face hezeot, and in the manner and aub
Ject to the lhrdtation1. proviclecl w the Indenture, but without the payment 
of &111 .me. charae, Hotel 111&7 be acha:aaecl for a like anreaate 
prlndpal amount of Hotel of otJm authorised denominatiou. 

The NOtel 111&7 be ncleemed at the option of the Company aa a whole, 
er from time to time In part, on any date prior to maturlt7, but not before 
llay 15, 1982, upon ,mailina a notice of 1uch redemption not leu than 
80 nor more than 80 daJt prior to the date ftzec1 for redemption to the 
holden of Notea at their Jut rqlatered addreuel, all aa provided in the 
Indenture, at a redemption price equal to 100" Cif the prllidpal amount 
of the Notea to be redeemed, with. accrued lnterelt to the date fixed for 
redemption • 

I' ·_, , " . 
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1J'pon due pruentment for rqlatratton of tranafer of thil Note at 
· either of the above-mentioned ofticee or qencles of the Company, a new 
Note or Notea of authorized denominations for an equal aarrerate prin
cipal amount will be isaued tQ the transferee in Whanp therefor, subject 
to the lbnl~tiona provided .in the Indenture, without charp except for 
aDJ tu or Gt.her aovernm~~tal charp imposed in connection therewith. 

The Company, the ,1'?'aatee, eny authenttcatina aaent, any paylna 
aaent and any Note reciltrar may deem and treat the registe~d holder 
hereof u the abaolute·•owner of this Note (whether or not this Note shall 
be overdue and notwithstanding any notation of ownership or other writina 

. ,.~ 

hereon), for the purpose of receivina payment here0f, or on account hereof, 
and for all other purpOscs, and neither the Company nor the Trustee nor 
anr authenticatlna aaent nor any payina qent nor any Note reaistrar 
ahall be afr~ by a111''notlce to the contraey. All payment1 made to or 

" upon the order of 1uch reailtered holder shall, to the extent of the 1um 
, or 1U1111 paid, effectually aatlsfy and dlscharae liability for moneya pay

able on thfl Not.I • 

No r.c..,Ul'lt! for the'payment of the principal of or interest on this 
Not.e, or for any claim based hereon or otherwise in respect hereof, and 
no recour11 under or upon any obliption, covenant or aareement of the 
Compan,y in the Indentul'fl or •111 indenture supplemental thereto or in any 
Not.e, or because C!f the creation o~. a111 indebtednesa represented thereby, 
ahall be had a111inst any incorporator, stockholder, olficer or director, as 
iuch,.paat, preaent or future, of the Company or of an11ucceuor corpora
tion, .either directly or throuah the Company or 11n)' successGr corporation, 
wh•ther by virtlle of any constitution, statute or rule of law or by the 
enforcement of any assessment or penalty or otherwise, all such liability 
befDlf, by the acceptance hereof and as part of the consideration for the 
isaue hereof, expressly waived and released. 

" 
AND WHEKEAB, all acts and thinp neceasaey to make the Notes, when 

executed by the Company and authenticated and delivered by or on behalf 
of th• Trustee, u in this Indenture provided, and iuued, the valid, bind· 
ina and legal obliptions of the Compa111, and to constitute these presents 

· a valid airreement according to its terms, have been done and performed, 
and the execution of thiil Indenture and the issue hereunder of the. Notes 
have In all rupecti been duly authorized: 

.;', 
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Now, Tmurou. Tara ~ WJT?mlB'J'JI: 

'l'laat In order to declare the terma and conditlona upon which the 
Nota art, and are to be, authenticated, laaued and delivered, and In COD• 

alderatlon of the preml•a, of the purchue and acceptance of the Notea by 
the llolden thereof and of the 1um of one dollar dul7 paid to It by the 
Tl'uatll at the execution of these preaentl, the receipt whereof la hereby 
acJmowlldiect the ComPaD1 covenant. and qrea with the Trustee for the 
equal and proportionate beneftt of the respective holden from time to 
tlma of the Notel, aa followa: 

ARTICLE ONE. 
DD'JNJTJONI. 

SlcTJoN 1.01. D•~· The terma d~ed In thla Section 1.01 
(acept u henln otherwi11 apreuly provided or unleu the context other· ,, 
will nquirtl) for all Plll'JIOlll of thla Indenture and of any Indenture 
aupplemental hereto. ahall have the reapective meanlnp apecllled In thl1 
Section 1,01. All other terma In thla Indenture which are deftned In the 
Trult Indenture Act of 1989 or which are by reference therein deftned In 
the h:urltl• Act of 1988, u amended (except u hereb:I otherwile 
cpr n]y provldeCI or unleu the context otherwill requlrel), lhall have the 
mtan11111 ualped to 1uch terma In uld Trust Indenture Act and In uld 
h:urltl• Act u In force at the date of the executton of thla Indenture. 

Aarihtabrt DIM: 
The term "Attributable Debt", u applied to any Sale and Luae-Baek 

Tranlactlon at any data, lhall mean the 1um of the diacounted preaent 
nlu• of the net amount of all rental payment. required to be paid durlq 
the then nmalnlnr term of the luae (lncludlq any period for which auch 
1 ... hu been extended or may, at the option of the lessee, be extended) by 
tha Company or any Reatrlcted Su~ldiary (whether u leaaee or rilarantor 
or otllv 1urety), determined u to iL:Ji auch payment (I) by diacountlq 
tha amount thereof to 1uch date at/itbe per annum lntereat rate apecllled 
or ntlected In IUCh leue, compounded aemlannually, or (il) where auch 
lnterelt factor la not determinable from the leue for the purpose of 
determlnlq Attributable Debt, by dlacountlq the amount thereof to auch 
datia at the rate borne by the Notea. compollnded aemlannually. The net 
amount of ~ta! paymente lhall not Include amounte payable by the 1 .... 
for mafutaance and repalra, lnaurance, taxea, aueaamente and 11milar 
daupa. ·IQ ca11 of any leue which la terminable by the IURe upon the 



-
• 

• 

• 

• 
.· 

• 

• 

• 

• 

• 

• I 

T 

JIQll*lt of a Jllllalt7, iuch nmatnln1 P&JDllllU lhall allo include 1uch 
pmalt,f, bat no rut lha1I ba conaldered u required to be p~d under such 
..._ nbllquent to the fint date upon which it JD&J be 10 Unninat.ed. 

A~Agnt: 

Th• term "authenticatins qent'' lhall mean the qent of the Trultee 
which at the time lhall be appolnted and lictinr punuant to Section T.14. 

B,,.,. of Dirtdon: . 
0 Th& tarm "Board of Dlrecton" lhall mean the Board of Directors 

of the ComJllDJ or 1111 othar Committee of auch Board dul7 authorized 
to act lllreunder. 

c ..... S11&nffarr: 
Th& term ''Canadian Sublldill'1'' lha1I mean •?11' Sublldl117 orpn-

1114 and alltlnl under the Ian of Canada or 1111 province thereof. 
,, co.,..,: 

Th& term "Company" lhall mean THE SCOTT & FETZER COM
PANY, an Ohio corporation, and 1ubject to the provisions of Article 
llleftD lhall include itl aucceuora and f.lliana. 

CouoliMc.d Fvndtcl Debt: 
Tbe tarm "Couolldated Funded Debt" 1hall mean the arsrreaate of 

Funded Debt of the Company and itl Subetdiariu, leu any Funded Debt 
of the COmpany to any Subsidiary or of any Subsidiary to the Company 

or 1111 other Sublldiaey. 

CouoHchted Net ll&COtll•: 
The term "Couolidated Net Income" for 1111 period 1hall mean the 

amount of consolidated net Income (Ion) of the Company and itl Restricted 
Sublldiarl• and Canldian Subeidlarl11 properl7 applicable to the conduct 
of the bualneu for 1uch period, excludin.r the portion thereof allocable 
to mlnOrlt)' interelta, lf 1111. in auch Rutrlc:ted Subsidiaries and Canadian 
Subiildiarl-. all determined In .accordance with renerall)' accepted account
inr prlnciplea. Net Income of a Restricted Subsidiary or of a Canadian 
Subefdiaey, or of any buaineu or auetl acquired b;v the Company or any 
Reltrlcted Subiidlaey or any Canadian Subsidiary, shall not he Included 
ln Colllolldated Net Income for any period prior to (l) the end of the 

' ~ . 
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11ca1 Jiii' of the Compa117 nut precedins the date on which such Re
atrlmd Sublidiary becomes a Reatricted Subaldiary or next precedins 
the elate 011 which 1uch Canadian Subeldiary becomea a Subaldiaey, or 
the date of such acquisition, u the cue may be, if the acquisition of 

· 1ucb Reltricted Subsidiary, Canadian Subsidiary, buaineaa or uaeta 
la accounted for u a poolina of intereata for financial reportlnr pur
JIOllNo or (Ii) the date on which sucli Restricted Subsidiary becomes a 
Reltrlcted Sublidiary, or the· date on which such Canadian Subsidiary 
becom• a Subsidiary, or the .date of such acquisition, u the cue may be, 
If the acquisition of 1uch Restricted Subsidiary, Canadian Subeidiary, 
bulineu or UMta 11 accounted for u a purchue for ftnancial reportinr 

purpolllo 

Couolidotell Net Tangible Aaaetl: 
The term "Consolidated Net Tanrible Assets" shall mean the total of 

all UAta (leu depreciation and amortization reserves and other valuation 
rtlll"VU and lou reaerveR and. items deductible from usets in determinins 
tanrlbl• UMts In accordance with aenerally accepted accountins prin
clplea) which, under pnerally accepted accountins principles. would 
appear on the. uaet side of a consolidated balance sheet of the Company 
and lta Subsidiaries, less the argrepte of all liabilities, 'deferred credits, 
minority shareholders' lnterut~· in Subsidiaries, reserves and other'items 
which, ullder 1uch principles, would appear on the liability aide of such 
couolldated balance iheet except Funded Debt and shareholders' equity, 
all u determined in accordance with such principles; llf'Ol!idtd, Aotower, 
that: In determinins Consolidated Net Tanrible Assets, there 1hall not be 
included u asaetl, (i) all assets which would be classified u intanrible 
ueets under reneraUy accepted accountinr principles, including, without 
limitation, podwlll, patents, trademarks, copyrlrhts and unamortized 
debt diecount and expense; (-ii) any treasury stock carried u an uset, 
(iii) any write-ups of capital uaets (other than write-ups resultins from 
the acquialtion of atock or usets of an.other corporation or bu!iness) or 
(iv) deferreci~f!d~ral and foreign income taxes and deferred investment 
tax creditl. •. 

.&'vm of D•favlt: 
The term "Event of Def.&\!li1' ahall mean any event specifted in Sec-

11 tlon 8.01, continued for the ~ri;d nf time, if any, and after the rivins of· 
the notice, if any, therein decllfllated. · 
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,.,,.., Debt: 

/''!'!It term 'Tun~ed Debt". of a117 corporation llhall mean all Indebted
- for bonowed money.created, Incurred, auumed or 111aranteed.ln a117 
manner bJ' auch ee1rporatlon (or In etrect 111aranteed bJ' such corporation 
throuth an qreement to purclwe), or outatanclins indebtedness, Incurred 
In connection with the acq11laition of property, which matures more than 
one JUI' after, or which by ita term• la renewable or extendible or payable 
out of the proceecll of limilar indebtedneu incurred purauant to the terma 
of 1111 revolvlns credit qreement or a117 limilar qreement at the option 
of auch corporation for a period endlns more than one year after, the 
date u of which Funded Debt i1 belq determined (excludins &II)' amount 
thereof which la Included in current llabllitlu) ; prOllided, 1lOW1111er, eiat 
Funded Debt aJiaU not include 1111 indebtednus for the J111111ent, redemp
tion or aati~actlon of which money (or evidences ~~ indebtedneu, if 
permitted under the inatrument ~reatinr or evidenciq such indebtedness) 
in the necenary amount shall have been deposited in trust with a trustee 
or proper depoeitoey either at or before the maturity or redemption 
date thereof. 

1rt4tfletin: 
The term "Indenture" llhall mean thla Instrument u orirlnally exe

cuted or, If amended or aupplemented u herein provided, u ao amended 
or aupplemented. 

Note ,,,. Notu; Oufttanclitlg: 
The terma "Not.I" or "Notes" llhall mean all)' Not.I or Notu, u the 

cue may be, authenticated and delivered under thla Indenture • 

The term "outatanclins'', when Uled with reference to Notu, ahall, 
aubJect to the. provl1io111 of Section 8.0f, mean, u of all)' particular time, 
all Notu authenticated. and delivered under thla lndentun, except 

(a) Notti theretofore<cailcelied bJ' the Trultee or delivered to 
" the Truttee for c,inC!llatlon; 

(b) Notu, or portlona thereof, for the payment or redemption 
of which monep In the necenary amount llhall have been depo11ited 
in truat with the Truatee or with all)' paylq qent (other than the 
Compa111) or ahall have been let ulde and aerreaated in mm by 
the Com~ (If the Compa111 ahall act u lta own paylq qent), 

"' 
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"°'""'that If nch Notel are to be redeemed prior to the maturity 
thlrlof, notice of 1uch redemption lhall have been mailed u in 
Article Thne provided, or provillon utllfacto17 to the Truatee lhall 
hate blm made for m1lllnr 1uch notice; and 

(c) Not. In Ueu of or in 1ubltitutlon for which other Notel ahall 
hate been authenticated and~ delivered punuant . to the ~ of 
Section 1.0I. ., 

Noteloldtr: 
Tilt terml ''Noteholder", ''holder of Notea", or other limllar terml, 

· lhall mun ur penon in whOH name at the time a particular Note II 
" rtliltered on the.boob of the ComPIDl kept for that purpoee in' accordance 

with the terml hereof. 

o~c~: 
" Thi term "OlrlCQ'I' CvtUlcate", when Uled with relJ)ICt to the Com• 

Pllll• lhall meati:,,_a certlftcate aimed by the Chairman of the Board, the 
Pnlldent or •Ill Vice Presldllnt and ·111 the Treasurer or &111 Auietant 
Tnuurer of the CompaJ11. Each 1uch certU\cate shall Include the at&te
menta provided for in Section H.08 if and to the extent required by the 

provlliou of 1uch Sectliln • 

. ()p$t&iol& of COKNtl: 
,. <l 

The term "Opinion of Couuel" ahall mean an opinion in wrltlnr 
aimed b7 lepl counnl, who may be an ·employee of or of couuel to the 
ComPIDl• or maJ be other couuel utllfacto17 to the Trultee. Each 1uch. 
opinion lhall include the atetements provided for In Section 1•.08 If and 

·. · to the extent required b7 the provl1lou of 1uch Section. , 

~eiJIGI OliH of Cb 2't"lllt": 
The term "principal otrlce of t111 Trultee" or otl,ler 11mllar term, shall 

mean the principal otrlce of the Truatee In the City of Cleveland, County 
of cilJahora. State of Ohle>, at which at &111 particular 't1mfl lta corporate 
truat bualnlll lhall be admlnlltered. which otrice at· the date hereof 11 
828 Euclid Ave., Cleveland, Ohio '411'. 

0 

PrilleiJIGI Pro,,,,,: 
Th• term "Princlpml Property" llha1l mean (a) •111 manufaeturlns 

plant or facility' owned or teued b7 the CompaJ11 or &111 Sublldial')' located 

fJ 
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wltblD tbl Ulll~ State. of America, other than any euch plant or facllltJ 
or portion thertof which. In the opinion of the Board of Directon, 11 not 
of materlsl importance to the total bualneu conducted bJ the Compa117 
and lta ~cted Sublidiari• aa an entlretJ, and (b) a117 ,llharel of 
capital 1tock or indebtedneu of any Restricted Sublldll1'1· 

RNJIOlll(br. Olli:•: 
The term "Reapomlble Officer", when uaed with reapect to the Trustee, 

lha1l mean the chairman and any vice chairman of the board of dlrecton, 
th• chairman and &111 vice chairman of the executive committee of the 
board of direct:».'I, the president, any executive. vice preaident, any 11Dior 
vice preeident, &DJ. vice president, the cuhier, any auistant caahier, any 
truat ol!icer, any 111l1tant trust officer or any other officer or uaistant 
officer of the Trustee cuatomaril7 performing functiona 1im!lar to those 
performed bJ the periona who at the time shall be aucli officers, reapec
tlveJ7, or to whom' aJi1 corporate trust matter la referl'ld becauae of hi1 
knowledae of and familiarity with the particular subject. 

R~d S11llli4larr: 
The term "R.tricted Sublldlll'1'' shall mean any Subsidiary eub

~tial17 all of,the property of which la. located, or substantiall7 all of the 
bullneu of whiCh la carried on, within the United States of America. 

Senior htldcd D1bt: 

The term "Senior Funded Debt" shall mean and include all Comoll
dated Funded Debt, whether now outltandinr or hereafter incurred, leas 
Subordinated Indebtedneu, if any, of the Company. 

Stibordinatlcl lndtbttd!IU•: 

The term "Subordinated Indebtedne11" shall mean any unsecured 
Funded Debt of the Company incurred after the date of this Indenture 
which la expreaal7 made aubordinate andjunior in riaht of payment to 
the Notes and to such other Funded D11bt of the Company u may be 
1peeifted in the instruments evidencinr the Subordinated Indebtedneaa or 
under which it ia i11ued (the Notes and such. other Funded Debt of the 
Company to which the Subordinated Indebtedneaa la expressed to be 
1ubordlnate and junior being hereinafter called ''Senior Debt"), by 

(• 
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proviaiona not JDOre favorable to the holders of Subordineted Indebtedness 
.than the followinr: 

(1) in the e\•ent of any insolvency or bankruptcy proceedings, 
and any receivership, liquidation, reorganization or other similar pro
cft.dlnrs in connection therewith, relative to the Company or to its 
creditors, as 1uch, or to its property, and in the event of any pro
ceedlnp for voluntary liquidation, dissolution or other winding up 
of the Company, whether or not involving insolvency or bankruptcy, 
then the holders .of Senior Debt shall be entitled to receive payment 
in. full of all principal (and premium, if any) and interest on all 
Senior Debt be'fore. the holders of the Subordinated Indebtedness are 

. l!llltltled to receive any payment on account of principal (or premium, 
if any) or interest upon the Subordinated Indebtedness, and any 
payment or distribution of any kind or character which may be pay
able or deliverable in any such proceed:ngs in respect of the Sub
ordinated Indebtedness, except securities which are subordinate and 
.junior In right of payment to .the payment of all Senior Debt then 
outstandillll', shall be paid by the person making such payment or 
distribution direct to the holtlers of Senior Debt to the extent neces
sary to make payment in full of all Senior Debt, after giving effect 
to any payment or dfatributlon to the holders of Senior Debt: 

(2) In the event that any Subordina~ed Indebtedness Is declared 
due and payable before its expressed maturity because of the occur
rence of an event of default (under circumstances when the provisions 
of the foresoinr .clause (1) shall. not be applicable), the hold!!rs of r~~· 

the Senior Debt outstanding at the time such Subordinated Indebted
ness 10 beco'.mea due and payable because of such occurrence of such 

-. r11 • ag event_ o!,default shall be entitled to .recen•e payment In full of all 
" principal (and premium, if any) and interest on all Senior Debt 

.beforei
1
the holders of the Subo1·dinated Indebtednes~,:11re entitled to 

receive any payment 011 account of the p1·incipal (or premium, if any) 
or interest upon the Subordinated Indebtedness: and 

(3) upon the happening of an event of default with respect to 
any .Senior Debt and the lapse of any period of time during which 
the holders of such Senior Debt are not permitted to accelerate the 
maturity thereof on the basis of such event, then, unless such event 
of default shall have ceased to P.xist or been waived, no payment shall 

/"j 
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be made wi~~ respect to the principal of (or premium, If any) or 
blterut on Subordinated Indebtedneu or to acquire Subordinated 
Indebtedneu or u a alnking fund for Subordinated Indebtedneu, 
ucept linking fund payments made on Subordinated Indebtednesa 
acquired before such event of default and sinking fund payments 
made pursuant to a notice of redemption first published before auch 

event of default; 

pt'Otlidlcl, "°1o8tlet', that the Subordinated Indebtedneu may provide that 
the forerollll provisionll are solely for the purpose of defining the relative 
rilbta' of the boldera of Senior Debt on the one •hand, and the holders of 
the. Subordinated Indebtedneu on the other hanci; and nothin1 therein 
lliall Impair, u between the Company and the holders of the Subordinated 
lndebtednl;'ll, the obll1ation of the Company, which may be stated to be 
UDCOnditlo}l&l an~ absolute, to pay to the holders ·thereof the principal 
(&Jld prerrilum, if.any) and interest thereon in accordance with its terms, 
nor sh!lll anythln1 therein prevent the holders of the Subordinated lndebt
~- from eX~flaing all remedies otherwise permitted by applicable 
law or thereunder:,upon .default thereunder, subject to the ri1hts of holders 
of Senior Debt. und~r the provisions outlined above to receive cash, property 
or uclirlt!ea otherWiae payable or deliverable to the holders of the Sub-

ordillated lndebtedne111. 

,, 
s~: 

The term "Subaldlaey" ihall mean any corporation of which at least 
a majority of the outatandln1 1tock havin1 by its terms ordinaey voting 
power to elect a. majority of the board of directors of 1uch. corporation 
(irreapxtlve of whether or not at the time atock of IUIY other class or 
cluaea of auch corporation ahall have or mi1ht have votin1 power. by reaaon 
of the bappeniJll of any contlncenc:r) is at the. time directly or indirectly 
owned. or controlltd by the Company or by any one or more Subsidiaries 
or by the Company and one or more Subsidiaries. 

2'n&IU•: 
The term "Truatee" shall mean National City Bank, a national bankin1 

auoc:lation, and, 1ubject to the provisions of Article Seven hereof, shall 
allo Include lta 1ucceuon and assigns u Truatee hereunder . 

72.. 
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2'f'lllt lllCfnlwe Aet of 1111: 

··· The term "'!'rut Indentun Act of 1989" lhall mean tbe TrUlt Inden
tun Act of. 1989 u ft wu in force at the date of execution of thil 
Indenture, except u provided in Section 10.08 • 

ARTICLE TWO. 

ll8vz, DlllCllPTION, EDcuTION, ltBGJBTaATION AND 

ExCRANGS 01' Nona. 

BmcTION 1.01. Dui,,wion, AtllOllftt 111111 I"'" of Notu. The Not.ell 
shall be deslpated u "9~ Not.ell Due May 15, 1985". Notes in the 
aart1ate principal amount of po,000,000, upon the execution of thia 
Indenture, or from time to time th~, 111&7 be executed by the Com
paD)' and delivered to th11 Truat.ee for authentication, and the '1'ruatee lhall 
tbenupon authenticate'' and deliver uld Not.es to or upon the written order 
of the Compa117, lflned by .ita Chairman of the Board, Preeldent or aD7 "' . .. Vice PniJ!dent and by fta Secretary, Treuurer or ·aJ17 Aulatant Treuurer, 
without any fllrtber action by the. Compall)' hereunder • 

BmcTloN 2.02. J',tmn, of Notu. The Note. and the certfllcate of 
authenticatlc'n to be borne by the Not. lhall be 1ubltantfaUT In the form 

(~ 

u In thia Indentun above recited. Any of the Note. 1111,y have Imprinted 
thereon 1uch lepndl or endol'lllllenta u the. olricen ~tlq the 1ame 
111&7 approve (execution thereof to be conclUlive evidence of 1uch approval) 
and u are not incollliltent with the provlllom of thil Indenture, or u 111&7 
be required to compl)' with AD)' Jaw or with aD7 rule or reruJation made 
punuant. thereto or with aJ17 rule or rqulation of aJ17 ltock excha1111 
on which the Note. 111&7 be lilted, or to conform to uup. 

SBcTION 2.08,; DllU 111111 Denomillatioft of Notu. Tbe Not.ea lhall be 
illuable u .rQ!ltered Not.ea without coupona in the denomlnatiou of 
fl,000 and any multiple of fl,000, and 1hall be numbered, lettered, or 
otherwiA diltlnpilhed in 1uch manner or in accordance with auch plan 
u the omcen of the Company uecutfq the ~e 111&7 determine with 
the approval of the Truatee. 

Every Note lhall be dated the date of itl authentication and, except 
u provided in thia Section 2.03, 1hall bear interest, payable Ami-annually 
on .Kay 115 and November 115 of each year, comrnencing November 15, 

i\ 
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1975, from the MAJ 15 or November H u the cue may be. next 
pncedln1 the date of nch Note to which interut hu been paid, on1 .. 
the clat. of 1uch Note ii a date to which lnterelt bu been paid, In which 
cue from tht date of auch Note, or unleu no lnterelt bu been paid 
on the Not., In which cue from ~ H, 1975. Notwlthltlndlns the 
foreaofnl; when there ii no exiltlns default In the PQmmt of lntereat 
Oil tht Notti, all Note. authenticated by the Truatee after tht clOR of 
l:ivllne11 on the ncord date (u hereinafter In thil Section 2.08 defined) 
for ID1 lntereat J111111tDt date (MAJ H or November 15 u the cue 
111&1 be) and prior to aueh lnterut PQment date lhall be dated the date 
of authentication but lhall bear lnttrelt from auch lntereat ~ent date; 
prowitt.tl, Aotonllf', that If and to the extent that the Comp1111 lhall 
"default In tht·lnterett due on auch lntereat PQ111ent date then 1111 1uch 
Note ahall. bear lntereat from''the MAJ 15 or November H, u: the cue 

·- ' I 

111&1 be, next precec!ln1 the date of 1uch Note to which lntereat bu been 
paid, unl111 no lntereat hu been paid on the Notel, In which cue tram 
MAJ 15, 1975. 

The penon In whOR JllDle any Note ii reriltered at the clClle of 
b111ln111 on.1111 record date (u hereinafter defined) with reapect to any 
lnterellt J1&1111ent clat. lhall be entltltd to rec:elve the Inter.\ payable on 
IUch lnterett PQmeDt date notwltbltlndlns the cancellation of 1uch 

\\ rf 

Note upon any tranllfer or exchanp 1ublequent to. the record date and . -; J, 

prior to 1uch lnterett' PQmtnt date; proviU4, Aotoner, that If and to 
the extent the Omtpany •hall default In the payment of the lntereat due 
on 1uch lnterett payment date, 1uch defaulted lntertllt lhall be paid to ' 
tht peraon1 In whOH nama outatandlns Notes are resiltered on a 1ub-
1equent record date. eatabllahed by notice pven by mall by or on behalf 
of the Company to the holden of Note. not leu than 15 claya precedlnl ,, •\ -

1Uch ilubicquent l,'ICOrd date, 1uch record date to be not leu than ten 
claya Prececllnl the ·date of PQ111ent of 1uch defaulted Interest. The term 
"record date" u uled In thla .atctlon with napect to any aeml-annual. 
lntereat . payment date shall mean the Kay 1 or November 1, u the 
cue Ill&)' be, next prececllnl 1uch lntereat payment date, or if auch day 
lhall be .a day On which bankins lnltitutiona In the City of Cle\ieland or 
the City of New Yolk are authorlaed bJ law to clClll, the next precedlns 
day which ilhall not be a day on which .auch lnatltutlona are IO authorized 
to cloae •. 
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SlcTION I.Cl(; EzeOlltin of Not., •. The Notea ahall be lirned in 
the DIDI• and on behalf of the Company by the manual or facalmile alpa
tuna of lta Chairman of the Board or Preaident and lta Treuurer or lta 
SecntarJ, under ltl corpcirate leal (whiCh may be printed, eqraved or 
othenriae reproduced thereon, by' facsimile or ,otherwise). Onlr auch 
Notu u 1hall bear thereon a certiftcate of authentication 1ubeWwllll1 
in the form hereinbefore recited, executed by the Trustee or any authen· 
tlcatlq aaent on lta behalf, ahall be entitled to the beneflta of this Inden· 
ture or be Vlllld or oblltatory for any purpoae. Such certlflcate by the 
Trutee or &111 authenticatlns qent upon any Note executed by the Com-

,1 

pany ahall be Clllli:lualve evidence that the Note so authenticated hu been 
dulJ authenticated and delivered hereunder nnd that the holder la entitled 
to tho bentflta of thi• Indenture. 

In caae any. officer of the Company who shall have 1iped any of the 
Notoa ahall cease to be such officer before the Notea so 1iped ahall have 
'belll authenticated and delivered by the Truatee or by any authentlcatlq 
apnt on lta behalf, or dlapoaed of by the Company, 1uch Notea nevertheleu 
may be authenticated and delivered or diapoaed of u thourh .the person 
who l!Ped such Notu had not ceased to be 1uch officer of the Company: 
aDcl any Note may be siped on behalf of the Company by auch persons 
u, at the actual date of the execution of 1uch Note, shall be the proper 
oftlcen of the Compan.y, althourb at the date of the execution !)f this 
Indeuture any auch penon WM not auch an officer. ··· 

SICTION 2.05. Ezclu&no• and Begiltrotion of TtYJ.nafer of Not.,, 
Nola may be exchanred for a like anrerate principal amount of Notes 
of other authorised denominations. Notea to be exchanred 1hall be 1u~ _ _r===-c 
rendared at the office or arency to be maintained by the Company ~ 
provided in Section •.02, and tho Company ahall execute and rerlster alhd 
the Truatee aha1l authenticate and deliver In exchanre therefor the Note 
or Notu which the Noieholder·'maklllJ the exchanre ahall be entitled to 
ncelve. 

The Company 1hall keep, at uld office or apncy, a rerlater (h
lnafter aometlmea referred to u "rerlatry boob") In which, 1ubject 
to 1uch realonable rerulations u it may prescribe, the Compa111 ahall 
rt1later Notea and 1hall re(iiater the tranafer of Notea u in thla Article 
TWo provided. Such rertater ahall be in written form or in any other form 

I! 
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capable of belnr converted Into written fonn within a reasonable time. 
At all nuonable times auch resister ahall be open for Inspection by the 
Trultee. Upon due presentment for registration of tranafer of any Note 
11t one of Aid otrlcea or arenclea, the Company ahall execute and relfater 
and tht Trustee or the authentlcatlnr qent on ita behalf ahall authenti
cate and deliver In the name of the transferee or transferees a new Note 
or Notel for an equal &111erate principal amount. 

All Notea preaented for reptratlon of tranafer or for .Xchanre, 
redemption or payment ahall (If so required by the Company or the Trustee 
or the authentlcatlnr apnt) be duly endorsed"by, or be accompanied by a 
wrltt.tn inatrument or lnatrumenta, of trander In form 1&tlsfactory to 
tht Company and the Trustee duly executed by, the refistered holder or 
hla attomey duly author!Hd In wrltlnr. 

No aervlce. eharp ahall be made for any exehanre or refistratlon of 
tranafer of Notea, but the Company may require payment of a aum suf
ficient to cover any tax or other rovemmental eharp that may be Imposed 

~ coniltctlon ~th. 
Tht Comp&117 lhall not bt required to excbanp or reriater the 

tranaftr of (a) any Notes for a period of 11!, days next precedlnr any 
lllectlon of Notes to be redeemed, or (b) an~: Notes aelected, called or 

··· belnr called for redemption except, in the case of any Notes to be redeemed 
In part, the portion thereof not so to be redeem.ad. 

SSCTION 2.08. Jlliitil4ttd, Dt/JCrored, Loaf or Stoln Notu. In case 
any tempol'.MY or deftnltlve Note 1hall become mutlllated or be destroyed, 

, l~·n 
IOlt 11r atolen, the Company In the caae of a mutilated Note lhall, and 
In the Cliae of 11 lost, atolen or dutroyed Note may in lta dlacretlon, exe
ecute, anii'upon lta request the Trustee or the authentlcatlnr arent on its 
behalf lhalfauthentlcate and deliver, a new Note. ·bearlnr a number, letter 
or other diltinrul1hin1' symbol not eontemporaneoualy outatandlng, In 
excbanre and aubltltu~on for tht mutilated Note, or In lieu of and in 
aubltltution for the Note so '(ieatroyeli, loat or stolen, or if any auch Note 
lhall have matured or :Jhall be about to mature, Instead of iuulnr a 
1ubltituted N()te, the Company may pay or authorln the payment of the 
1111111e without s\1rrender thereof (except In the case of a mutilated Note). 
In every case the nppl1~11t fo1· a substituted Note shall fumlah to the 
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Campu11, the Truattt and the authenticating agent 1uch security 01· 
lnclmmitT u 1UJ be required by them to save each of them harmle~s. 
and, ln nvJ cue of destruction, lou or theft, the applicant shall also 
f~\Ji to the Company and to the Trustee evidence to their satisfaction 
of. the deltnlctlon. lou or theft of auch Note and of the ownership thel'eof. 

'lbe T!:ultee or the authentlcatlnr agent on its beh.:lf may authen-
~tlcate any such 1ubatituted Note and deliver the same upon the written 

requeat or'authorilation of any officer of the Company. Upon the issu:llice 
of any 1ubatituted Note, the Company may require the payment •>I n 
1111J1l 1Ufriclent to cover ·any tax or other governmental charge that mn.1· he 
tmpopd In relation thereto and any other expenses connected thel'e\\ ith 
and. In addition a furthe!' aum not exceeding two dollars for each Notf: so 
iuuec1 In subatit\ition. In cue any Note "'hich has matured or is about to 
mature aball become mutilated or be deat1·oyed, lost or stolen, the Company 
JUJ, lutead of luuing a aubatituted Note, pay or authorize the paymen~ 
of the same ·(.without surrender thereof ~xcept in the case of a miiti\1 b•l 
Note) if the applicant for 1uch payment ahall furniah to the Colllpany,. 
the Trultee and the authenticatlns agent such security or indemnity as 
1UJ be required by them to .. save each of them harmleu and, in ca·;e of 
deltructlon, lou or theft, evidence satisfactory to the Company a\111 the 
·TruatM of the destruction. lou or theft of auch Note and the ownel'~hh> 

'thenof. 
Every substituted . Note luued pursuant to the provi~lons of this 

"' Section 2.08 by virtue of, the fact that any Note la destroyed, lost or 
ltolen aball constitute an additional contractual obllPtlon of the Company, 
~eth,r or not the destroyed, lost or stolen Note ahall be found 11t :my 
time. and shall be entitled to all the benefits of this Indenture equally and 
proportionately with .any and all other Notes duly issued hereundcl'. All 
Notti aball be h!!l!I. nnd' owntitupon the express condition that the fore
aoillS provisions are exclusive with reapect to the replacement or payment 
of mutilated, destroyed; lost or stolen Notes 'and shall preclude (to the 
extent lawful) any 11nd all other rights 01· l'emedies with respect to the 
replaceDient or payment. cif negotiable Instruments or othe1· securities 

without their surrender. 

SlemON 2.07. Tflllponlf'll Notu. Pending the preparation of defin
itive Notel the CompallJ maY execute and the Trustee or the authenti
catinl qent on its behalf ahllllauthentlcate and deliver temporary Notes 

" ;/' \~ 
ft'/ ·\~--'" 
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(printed or llthosraphed). T.mporarr Notea lhall be iuuable In any 
authorlud denomination and 1ubltantlally In the form of th• deftnitlve 
Not. ht with 111Ch omlulom. luertlou and variation u lllA7 be appro-
prlate for temporary Notu. all u may be determined b:y the Company. 

.- "\'1 

Eftl'1 1ueh temporary Note shall be executed by the Company and lhall 
be authenticated b:y th• Truatee or th• authentlcatinc apnt on ita behalf 
1IPGll the um• conditions and in substantially the same manner, and with 
the ume etrect, u the definitive Notes. Without unreasonable dela:y the 
r.omPlllJ will execute and deliver to the Trustee definitive Notes and 
thll'l\lpon any or all temporary N.otes ma)' be 1urrendered in exchanse 
therefor, at th• office or qeney to be malntalned by th• Company u pro
Yldl4 In Blctlon 4.02, and the Trultee lha1l authenticate and deliver in 
achanp for auch temporary Notea an equal aaresate principal amount 
of dlllnltive Notel. Such exchlnp 1hall be mad• b:y th• Compa117 at lta 
own ap11111 and without any charp therefor except that In cue of any 
lllCh nchanp lnvolvlnr 11111 rqlatration of tranafer the Company maJ. 
nquln pqment of a 1um 1ufrlclent to cover any tu or other rovernmental 
cJwae that may be lmpoled In relation thereto. Until ao exchlnred, the . 
temporal'J Notea 1hall in all rupectl be entitled to the ume beneflta under 
thla Indenture a.q detlnltlve Notti authenticated and delivered hereunder. 

SICTIOM t.08. C1t1etlloffcm of Not.a Pllill, ttc. All Notes. 1urrendered 
for the purpoee of payment, redemption, exchanp or reptration of 
tnnlfer lhall, If 1urrendered to the Company, the authenticatlnc arent 
or any pa:yl_nr qent or any Note rerlatr&r, be surrendered to the Trustee 
and promptly cancelled by It, or, If surrendered to the Tru1tee, lhall be 
prompt!)' cancelled by It, and no NotH shall be iaaued In lieu thereof except 
u expnul:y permitted by any of the provl1iou of this Indenture. The 
Tntatl_I lhall destroy cancelled Nott1 and deliver a cerlitlcate of such 
deltractlcm to the Company. If the Company shall acquire any of the Notes, 
howwer, 1uch acquilltlon shall not operate u a redemption or utlsfactlon 
of the lndebtedneu represented by such Notes unleu and unW the same ,, 
are 1urrendered to the Tru1tl4! for cancellation. 

ARTICLE THREE. 

RIDlllPTION OP Nona. 
SICTION S.01. R,._ptiot& PriM. The Company ma)', at lta option, 

redlBl all or from time to time any part of the Notes on any date .prior 

ii ,, 
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to maturltJ, bat not before Jla,y 1&, 1982, upon notice u Rt forth in 
laetloll l.ot. at a nclemptlon price equal to 100" of the principal amount 

~ ·~ the Notll to be redlllllltd, t.opther with accrued IDterut to the date 
lxed far nclemptian. 

Slcm>M I.OIL Nolice of R..,_JICWa; Sdectiolt of Notu. In cue the 
~ llla1I dllln to enrei• the rllht to ncleem all, or, u the cue 
mlr lie, 1111 put of the Not. punuant to Section 1.01, It lhall ftx a date 
for ndemption and lllall mail a notice of 1uch redemption at leut ao and 
a IDClft tUD eO clQa prior to Uie data bed for redemption to the holden 
of Nat. •to be ""8nitd u a whole or ID part at their lut acldreull u 
the 1&1111 appear·on the ftllltrJ boob. Such mtJHnr lhall be bJ Int cllll 
mall. '1'111 ·aotlel If malled In the riMMr llerefn provided llla1I be conclu
liwJ:r pr 11Ulld to llan blml clul7 rlftllo whethlr or DOt Uie holder recel
Mla llOtloe la 1111 cue, flllun to "" l1ICh llOtloe bJ man or 1111 deflCt 
. la the llOtloe to the holdlr of 1111 Note. deflilnated for redemption u a 
wh!lle ar ID part iiJiall not affect the valldib' of the proceedinp for the 
NdmaptlOB of 1111 oU.,.. Not& 

Blch IUCh DOtice ot·· redemption lhall IPIClf1 the data bed for re
demption, the redemptlon price at whfch Not. an to ~. redtemed, the 
p1ace or placee of PQllllDt, thlt ~t will be made upon PN1111tation 
and llllrrtlllllr of nch Notti, that IDttnlt accruecl to the date tlxed for 
ncilmptlGD will be paid u 1pec!fttd ID aid notice, and that on· and after 
llkl date illterelt·thmon or on tilt portiona thereof to be redeemed will 
Clllll to MCl'UI. If ltu than an the Notti an to be redeemed the notice 
of ncleptJon lhall apeclfy the numbtrl of the Not.el to be redeemed. In 
cue 1111 Note la to be redeemed ID put onlJ, the notice of redemption 
· lha!l 1tate the portion of th• prlnciptl amount thenof to be redeemed 
11111 lhall ltate thlt on and tfter the data tlxed for redemption, upon 
nmncl• of 1Uch Note, a new Note or Not.el In principal amount IQllll 
to the unnclttmtd portion thereof will be itlUed. 

Prior to the redmiption date JPICifted ID the notice of redemption 
rlvt11 u provided ID thla Section 1.02, the CompanJ will deposit with 
the Truttt or with one or more JIA1iD,r qentt an amount cf lllODl1 IUf. 
ldat to redeem on the redemption date all the Notes or portiona thlftlOf 
• called for ,redemption at the appropriate redemption' price, topther 
with accrald lnttnlt to the date bed for redemption . 

1't 
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If 1111 than all th• Notes are to be redeemed the Company will give 
the TrultM notice llOt leu than 80 dQI prior to the redemption date . ' 
u to the qpepte principal amount of Notes to be redeemed and the 
Trustee ahall select, In auch manner aa In lta 10le discretion It shall 
deem appropriate and fair, the Notes or portions thereof (in multiples of 

•t,000) to be ndeemed. 
0 

S.:TION 1.08. Paptld of Natn Callld far Rcde111ptiOIL If notice 
of iredemption bu been given u provided in Section a.02, the Notes or 
portiona of Notes Wlth respect to which such notice has been given shall 
becGme due. and pay&ble on the date and at the place or places stated in 
1Uch. notice at the iredemption price, topther with interest accrued to 
the date ftxed for redemption, and on ·and after Aid date (unless the 
Compani lhl!ll default ID the payment of such Notes at the redemption 
price, topther with lntefftt accrued to said date) interest on the Notes 

'·or portions of Notea so called for redemption 1hall reaae to accrue. On 
~ntatlon and 1urrender of 1uch Notes at a place i;i:.:~ent apeclfted 
in Aid notice, the Aid Notes or the speclfted portions thereof shall be 
paid and redeemed by the Company nt the redemption price, torether 
with Interest accrued thereon to the date fixed for redemption. 

Upon preaentation of any Note redeemed in part only, the Company. 
ahall execute and the Trustee or the authenticatinr arent on lta behalf 
lhall authenticate and deliver to the holder thereof, at the expense of the 
Company, a new Note or Notes, of authorized denominations, in principal 
amount equl to the >,t11red~ed portion of the Note IO presented. 

!~~ ''>!,) ·' 
· '<~~ ARTICLE FOUR. . 

PilTICULAa Co'YZNANTll OF TBS COMPANY. 

S.."TION "-01. Papsnt of Principal and I11tcrt1t. The Company 
covenants and qreea that it will duly and punctually pay or cause to be 
paid the principal of and Interest on eaclt of the Notee at the places, .at 

. th• .. napectlve times and in the manner provided in the Notes and, in thil 

Indenture. 

' s.cnoM •.02. Oliul for Notion Giid Papantl, 1tc. So lonr u 
~ otthe Notes nmaiD outatandlnr, the Company·wlll maintain In the 
Cit)' of Cleft1and. County of Cuyahop, State of Ohio, and in the Borourh 

. c 
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of MenJiattan, the Cit, of New York, State of. New York, an otrice or 
..__, wMn the. Notll JDQ 'be pneented for PQllleDt, an olftce or 
aa'llle7 when the Notll JDQ be prMented for rewfatratioD of tnmfer 
ai14 for achup u In thla Inclenture provided and an otrlce or qency 
whtie DOtlcll and clemucla to or upon the ComPID)' In respect of the 
Not. or of thia Incleuture JDQ 'be llel'Ved. Until othenriM deaipated br 
the Oampan,. In a written notice to the Truat.ee, 1uch otrice or qaey In 
tlll Cit7 of an.Jud, Coan~ of Cll,1&1lop, State of Ohio, for ~ the abon 
PGll Giii lball 'be the priaclpal oftice· of the Trllltee, Uld IUch otrice or 

-... In tlal Boroqh of Vanh1ttan, the Cit,r of New York, State of 
NIW Yark, lball 'be the NIW York tnmfer window of the Trut.ee. In 
eaa the Compuir· lball fail to maintain nch dice or apnq or lha1I 
fall to llw DOtlce of UT cJsanae In the location tllenof, preaentatlona 
w1 ........ JDQ 'be lnade and notlcea JDQ 'be aerftCI :!It the principal 
om. of • Trudie. ' (• .. 

• SllcftoN 4;08. £itllitdol& °" l'tnMWl Dtllt.. Thi Compall1' will not 
.· cu• lllue, parutelJ U111111e or otberwilt Incur, or permit UT Su~ 
~to ~Iii, lllue, parutee, &11ume or othenrlae incur, UT Funded 
Debt unllll bDmedlatelJ thereafter and after slvlnr effect to the m.tence 
of mcl l'wldld Debt, to the receipt of the net proeeedl thereof and to 
tlal ntlwnt of any lnclebitedn• which la th.a belnc retired out of 
tlal pnceeda of ~ l'uDded Debt, Comollc1atecl Net Taqlble ~ lhall 
'be at lellt equal to 116" of Slnior Funded Debt and at leut equal t.o .. · 
IOO" of Colllolldated Funded Debt; provilW, Aotoffer, that thla c0venant 
lball not a11Pl7 to 'Funded Debt to the ut.ent that It la created, luuecl, 
llW'Ulteed. &11umed or otherwlae incurred for the purpoae of ut.endlna, 
naewJq or nfundlna ~cled Debt of the Compa117 or &117 Su'beidiarJ, 
whether outltudina at the. d¥e hereof or hereafter created, and 1uccee

llw ateulOlll, nnewall or refundl1111 thereof. 

a.cnoN 4;CM. ~ on Lietu. The Com111117 will not, nor 
will It permit any Reltrlctecl SublidiarJ to, islue, wume or llJ&?llltee 
UT 1IOtll, lloncll, dibentunl or other .Jmflar evidence of indebtednw 
for IDDDeJ boarowecl (hlnlnafter In thla Article Four referred to u 
''Debt"), lllC1l1'ICl bJ a mortpp, MCurlt,f lnterelt, pJeclp, lien or other 
encumbnDce (lftOl'tlllW, 11eurlt,rlnter.t., pledpl, lieu and other encum
llllDCll ~ herilnafter callecl "11'.ortcaae'' or "Jlortcqea") upon any 
Prlndpal Plloperty of the Company or any Reltricted Sublidiar1 or upo11 
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&111 ahanl of at.ock or lndebtedneu of any Reltrlcted Sublldlaey (whether 
nch Prblclpal Property, share• of atock or Indebtedness are now owned 
or henafttr acqulnd) without In any auch Clllll effectively providlq con
curnntly with th• issuance, a11umption or suaranty of any such Debt 
that the Notti (topther with, if the Company shall so determine, any 
other Indebtedness of or 1r11aranteed ·by the Compa.,y or such Restricted 
Sublldlal')' ranklq ~ual)f with the Notes and then uiatlq or .there
att.r created) ahall be secured equally and ratably with such Debt; 
pro'"4llcl, Aoto.,,.,., that the forerolq reatriciiona shall not apply to Debt 

llCuncl by 
(a) Jlortp~ on &Ill)' property acquired, conatructed or Im

proved· bJ the Company or any Restricted Sublldiary after the date 
of the Indenture which an created, Incurred or assumed contem
pc>raneouab' with or within. 120 4lafl after auch acquiaition, construc
tion or Improvement to aeclire or providt for the payment of all 
or &111 part of the purchue price of such property or the coat of auch 
constru~tlon or Improvement; provided.t1&4t any such :Mortpp aha11 
not apply to all)' other propei;ty except, In the cue of any construction 
or Improvement, theretofore subatlntlal)f unimproved real property 
on which the property so constructed, or th41 improvement, la located; 

(b) Jlortpaea on any property acquired from a .corporation 
which ii merpd with or into the Company or a Restricted Sub
lldlary or :Mortpaes outatandiq on property at the time It ii 
11equired by the Company or 11- Re,1tricted S\lbaidiary or llrlortaaaes 
outatandiq on property of a corporation at the time it becomes a 
Rlatrlcted Sublldlary; 

(c) Mortppa to 11ecure Debt of a Restricted Slibsldl~ to the 
C11mpany or to artother Restricted Subsidiary; 

(d) Mortaaaea ~uh;ed by any contl·act, statute or ordinance in 
order to permit th• ·Compal!)' or a Reatrlcted. Subsidiary to perform 
any contract or subcontract made by It with or at the ~ueat of the 

,, United States of Amel'ica or any State or any political subdivision 
of elthe17 or any department, apncy or instrumentality of any of 

them; ·~ ,, 
. . \\ 

(e) lllortpau in favor of the United States or any State or any 
political 1ubdlvi1lon of, either or any department, aaency or lnatru
mentalltr of any of them for the purpose of aecuriq any advance or 
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pQJlltllt for: the acquisition, coutruction or improvement of pollution 
control or abatement facilitiea, provided, that any 1uch Mortpae 
lhall not apply, and shall not include transfer of, or title to, any other 
property theretofore owned by the Company or any Subeidiar;v, other 
than the snntinl' by the Company or any Subsidi~ to 1uch tra111-
feree or mortrasee of 1uch euementl of insrea& and esreu over the 
property theretofore owned by the Company or such Subsidiary u 
II neceuar:v to permit the attachment or removal of any equipment 
or other property deail'Ded primarily for the purpoeea of pollution 

control or abatement; 

(f) Mortsasee exiltins at the date of this Indenture; 

(I') Any extenaion, renewal or replacement (or 1uccusive exten-
1lon1, renewals or replacement•), in whole or in part, of Debt secured 
by an:v :Mortraae referred to in the forei(>inl' clauses (a) to .(f), in
clualve, provided 1tOV11111r that the prin~ipal amount of the Debt se
cured t,hereby lhall not exceed the principal amount of Debt so secured 
·lilt the time of auch extension, renewal or replacement, and that such 
atenalpn, renewal or replacement Mortl&l'9 shall be limited to all 
or part of the property 10 aecured. at the time of extension, renewal 

or· replacement; and 

(h) Ju!lsment, tax and similar liena !Dcurred'in the ordlnar:v'.J 
cour11 cf business which are belnr contested in IOod faith by appro
priate proceedinp. 

The covenant contained in thie Section 4.04 is aubject to the proviaion 
for exempted indebtednesa in Section 4.07. 

SECTION 4.015. Limitation on Sak and Leue-Bacl;t The Company will 
not, nor will it permit any Reatricted Subsidiary tt/, enter into any ar-

.· . 'i\' ranaement with any peraon providlnr for the leuiDl'fY the Company or 
any Reatrlcted Subsidiary of any Principal Property oZ,,thl!"'Compan;v or 
any Rutricted Subsidla~ (whether aul!h Princill&I Property la now owned 
or hereafter acquired) (except for temporary leases for a term of not 
more thin three years includinr renewals and except for leaaes between the 
Company and a Rutricted Subsidiary or between Restricted Subsidiaries), 
:which property has been or la to be sold or transferred by the Company or 
1uch Rutricted Subsidiary to such person (hereinafter referred to u a 
"Sale and Lease-Back Transaction"), unless (a) the Company or such 
Reltricted. Subsidiary would be entitled, pursuant to ·the provWona of 

I 
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Section 4.08, to luue, uauma or ruarantee Debt, In the amount of Attribut
able Debt with l'llpict to the Sale and Lease-Back Tranaactlon, aecured by 
a Jlortpp upon auch property without equally and ratably aecurlnr the 
N~ or (b) the Company ahall, and in any 1uch cua the Company 
covenants that It will, apply an amount equal to the rreater of (i) the 
pl'OCllda of auch ule or tranafer or (ii) the fair value (aa determined 

. .,, the Board of Directors) of the property so leued to the retirement 
(other than any m11ndatoey retirement and other than any retirement 
prohibited b:v Section 8.01), within 120 days of the effective date of gny 
au~ arranpJl'.llnt, of the Notea or other Funded Debt of the Company 
other than Debt of the Company which Is subordinated to the Notea; 
protliUcl, "°'°"'"'• that the amount to be ·.., applied to th111 retirement of 
auch Debt may, at the Company's election, be "l!duced b:v an amount (not 
pnvloull7 Ulld to reduce the amount of such a retirement) equal to the 
laaer of (x) the amount expended by the Company 1lnce the date Gf this 
Indenture and wlthln 12· months prior to the effecti\·e date of any such 
arranpment or V{!thln 120 days thereatter for the acquisition, construc
tion or lmllllOvement by It of unencumbered P,flncipal Property or (y) the 
fair •al~~ (u determined by Jhe Board of Directors) of unencumbered • 
Principal Property ao acquired, constructed or Improved by the Company 

durlnr auch 11-month and 120-day r~rlod. 
"' .- \:.. L· 

Th• covenant contained in this Section 4.06 la subject to the provision 

for aempted lndebtednMI In Section 4.07. 

8mCTION 4..08. Limftclffcm on Salt of Capital Stoet of 1i Rutriot•d 
Stibtidillf'¥. Thi Company will not, nor will it permit any Restricted 
Subeidfarr to;'·1111 or transfer to, or allow to be held b;v, persona other 
than th• Company or a Rutric~d Subsldlaey any 1harea of capital lltock 
of any Reatrlcted Subaldlary (unleu simultaneously with ajly 1uch sale 
or tranater ·an of the 1hare1 of capital 1tock of 1uch Reltrlcted Sub
aldlarJ, at the time owned b:v the Company or an:v other Sublldlar:v, shall 
be aold or tranaferred u an entirety for a consideration and upon terms 
deemed b:v the Board of Directors to be adequate and aatiafactoey), except 

(a) .Shana of capital 1toclt held on the date hereof bf penons 
other than the Company or a Subsidiary, or so .held at the time of a 

.corporation'• becomlnr a Restricted Subsidiaey, or obtained after the 
date. hereof or the date of the corporation'• liecominr a Reatricted 
SubeldlarJ, u the caH inay be, throurh the exercise of preemptive 
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rlahta to purcllue shares of stock or similar riahta granted to enable 
HJ 1uch penon to retain his proportionate interest in such Restricted 

SubaidiarJ; or 

, (b) Sharee of capital st:A>ck iuued or sold for the purpoae of 
quallf:rlna directors or paying stock dividends on rommon st:A>ck. 

The covenant contained in this Section 4.06 is subject to provision 
for eiempted indebtedneu in Section 4.07. 

SBcTION ,/97. E:rempted lndebtednu•. , Not'!'ithstandina the provi
lfona contain"d in Sections 4.04, 4.0li and 4.06, but subject to the pro
~ona ,pf Section 4.03, the Compaey and its Restricted Subeidlaries 
"(a) mq iu!'e, uaume or parantee Debt which would. otherwile be aub
Jld to U.. limitation of Section 4.04, without aecurina the Notes, or 
(b) 111&1' miter into Sale and Leue-Back Tranuctiona which would other
wlae ·'- •'1bject tc)' the limitation of Section 4.0li, Without retirina Funded 
Dcibt, or 1(c) lll&J' aell or transfer, or allow to be held, aharea of capital 

~ lt.ock of a Restricted Subeidiary which would otherwiae be aubJect to 
the limitation of Section 4.06, or (d) may enter into a combination of aueh 
tnnaact!ou, i/, at the time thereof and after aiviq etrect thereto, the 
llllll °' the principal amount of all 1uch Debt, the Attributable Debt in 
napect of Sale and Lease-Back Transactions existina at 1uch time, and 
the aa11epte ules price. if sold, or book value if otherwi11 transferred 
or beld, of all 1uch then ou~standing capital stock of any Restricted 
SubaidiarJ de>e!I not at any time exceed Ii% of the 1hareholdera' equity 
in the ~mpa117 and its consolidated 1ubeidiarJ compalliee, u 1hown on 
the audited consolidated balance 1hetit contained in the latest annual 
nport to lhareholdera of the Compaey. 

SBcTION 4.08. Limitatio11 on Dividenda Giid 'Djambvtiotu toU1' Re
llJIUf to. Stock. The Company covenants and agrees, eo long u &111 of the 

·l l! ,,_ 

Not. remain outatanding, that it will not declare or pay any dividend on, 
or authorise or make any diatrillution in rapect of, llbares of &111 clau 
of ita atock (except divide~dl or disti'ibutiona payable in 1hares of its 

0 capital atock), or authorise or make any purcllue, redemption or acquilf
tlon for value of, or permit any Subsidiary to purchUe or otherwill ac· 

'.) ,, 
quire for value, any shares of any class of ita capital atock, unleu, after 
sivlDI effect thereto, the agrerate of all amounta upended for auch pur
poall after D«ember 31, 1974 will not exceed the awn of: 

' -,cell 
1'1 
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(a) Couolldated Net Income from December 1, 19'7' k,tJ!e date 
of 111ch PQ'lllant, dlatributlon, pureh..., l'tdemptlon or acqul1ltlon, 
plu 

(b) •111.000.000 pl111 

(c) flit net pi;oceecla to the Company from the luuance or aale 
11fter December 81, 19'7' of a117 ah&l'ltl of a111 clau of lta ltoc:k for 
cuh or property (lncludlnr 1harel l•uec' on convenlon of indebted
- iuuecl or ru~nteed by the pom111n7 after December 81, 19'74, 
'Qlued at the principal amount of fndebtednNI ao converted), but onl7 
tn.tar u auch net proceedi do not exceecl the anrerate amount of 
auch acqul1ltf0111 and J'tdemptlODI of, and diatrlbutiODI (other than 
cUh divldenda) on caplW atock after December 81, 19'7C. 

.· " \\(,\ 
\1.c\. 

Notwlthatandinr the forerolnr reatrictlou of thl1 Section ,,08, the 
ComJ1U11111&1"0) JIQ' anr dividend within a1ztr d&1I after the date of 
declaration thereof, If at aald . date 1uch declaration complied with the 
provlalou of thll Section 4.08, and (II) acquire any lharea of lta atock 
by achaqe for, or convenlon into, other lharee of lta atock to the extent 
that auch achanp or convenlon dot1 not involve anr expenditure of 
funda (acapt ~nable npen- relatlnr thereto, lncludlnr neceuary 
adjuatmlnt of frtetlonal lharea) by, or anr dlatributton of uuta of, the 
Com)IUl1 or &D1 Sublldiarlea, but all divldenda jlald punuant to cla1111 (i) 
aboft lhall bl Included, in all computatiom made punuant to thla Sec· 
tlon C.08. 

hcTION ,,09. AppoitsttNl!lta to Fill Vaeanci11 i11 2'n11tee'1 Office. 
The Com)&DJ, whenever nece111rr to avoid or fill a vacancy in tha office 
of Trilatle. will appoint, In the manner provided in Section '7.10, a Trultee, 
10 that then ahall at all tlma be a Trultee hereunder. 

SICTJON 4.lU. Pnwili11na GI tu Palfi1111 Ag111t. (a) It the CompaJI)' 
ihall appoint a pqiq aaent other than the Trllltee, it will C&llll 111ch 
pqiq qent to execute and deliver to the 'Trllltee an initrument in which 
1uch apnt lhall asree with the Tr111tet, 1ubJect to the provlaiou oi 'thla · 
SectlOD ,,09, 

(1) that it will hold all llllDI held by it u 111ch qent for the 
· parment of the principal of or lnterat on the Notea (whether 1uch ,, 

' 

J ,, 

I 
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1um1 ha'ft been paid to It by the Compa117 or by Ill)' other obll111r 
on the Notti) In tr!Jlt for the benellt of the holdera of the Notea; and 

<.2) that It will live the Truatee notice of Ill)' fallun by the 
~ Compa111 (or by 1117 other obllaor on the Notea) to make 1111 1111· 

ment of the principal of or lntereat on the Notea when the aame 
lhal1 be due and payable. · 

(b) If the Coiipa111 1hall act u lta own paylq qent, It will, on or 
befon each duo date of the principal of or lnterelt on tha Notea, eet uido, 
111repte and hold In truat for the benellt of the holden of the Notea 
a 1um 1dlclent to 1111 nch principal or lnterelt 10 becomins due and 
will notlf)' tbe Truatee of 1111 failure ·to take 1uch action and of 1111 
failure by tile ComJ11111 (or by 1111 other oblllOr under the Notea) to 
make 1111 P1J1111Dt of the prlnclpal of or lntereat on the Notel when the 
aame lhal1 become due and PQ'lble. 

(c) If the Compajiy lhal1 haft appointed one or mon paylq 1PDta. 
It will, prior to each due date of the principal of, or lntereat 011, Ill)' 

Notea, depoalt ~th a paylq laent a aum 1utriclent to 1111 the principal 
or illteNlt eo bccmllns ·due, 1uch 1um to be held in truat for the benellt 
of the holdm of 1uch Notea, and (unl- 1uch payiq qent ii the 
Truatee) tbe Compa111 will promptly notify tbe Truatee of lta action or 

failure eo to act. 
( d) ADJthlns In this Section C.10 to the contrary notwithltandiq, 

the ComJ11111 may, at lll1 time, for the purpoae of obtalnins a aatlafactlon 
and diecharp of thi1 Indenture, or for 1111 other nuon. PQ' or cauae 
to be pi1d to tbe Truatee all 1Um1 held In truat by It, or 1111 Jll1ins 
apnt heNunder, u required by thi1 Section C.10, 1uch 1Um1 to be held 
by tbe Truatee upon the truata huu contained • 

(e) ADJthlnl ID thl1 Section C.10 to the contrary notwithltandins, 
tbe qreement to hold 1um1 in· truat u provided in thil Section c.10 i• 
aubJect to Sectlon1 12.oa and 11.04. 

SZCTlON C.11. Cwti/lcaC. to 2'nlt1t. The Compal!)' will deliver to 
tbe Truatee on or before April 1 lil each year (berilllliDS with 1976) an 
Ofricera' Certlbte (which need not comply with Section H.06) ltltlns 
that In the count of tbe perfol'llllllCI by the lipen of their dutl• u 
oftlcen of the Compa111 tbey would. normally have knowleclp of 1111 

(J 
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dlfault bJ tbe Company In the performance of an:v covenantl contained 
In Section t.oa, '·°'• t.01, t.06, t.07, t.08, or 11.02, 1tatlnr whether or not 
thlT. haw knowledp of an:v 1uch default and, If IO, 1pecif:vinr each 1uch 
dlfault of which the 1lpen haVI lmowledp and the nature thereof. 

ARTICLE FIVE. 

NonBOLDJ:u' Lllft AND Rzroan BY THE COMPANY 

AND THI TaVITll. 

s.cm>N 1.01. NoC•loltlff'I' Lilt.. The Company a>venanta and 
Q..... that It will fumllh or caUM to be furnllhed to the Trultee (i) 

· 11111l-annual17, not more thu ftftlell da:va aft.er each record date for the 
""'Lennual PQ1111Dt of !Dterat. a llat, In nch form u the Trultee ma:v 
nuonab17 nquln, of the 11111111 and addreues of the holden of the 
Notll u of 1ucll. record date, and (ll) at 1uch other tlm• u the Trustee 
11111 nqUllt In wrltlnr, within thirt7 4111 aftlr the receipt b1 the Com
Jllll1 of IUch Ncallllt. a lilt of llmllar form and content u of a date not 
lllOl'I thu ftftlell 4111 prior to th1 time 1uch lilt II furnllhed: pnvid1d, 
,......,,.~ that no 1uch lilt need be furnlahed IO lonr u the Trultee shall 
be the Note J'lllltnr. ,-, , .. ,.,.,. 

ll&'TION. 1.02. .Prt1tmltiotl olld Dilclo111f'• of Luu. (a) The Trustee 
lllall pneerve. In u current a form u 11 reuonably 'practicable, all 
Information u to the 111111• and addreuea of the holden of Notel 

~ ~ 

containld In ~ m01t recent lilt furnlahed to It u provided In ~Ion 
1.01 or ncelved bf the Truatee In lta capacity u Note rerictrar. The 
'l'rudll. may d.tro:v an1 lilt furnllhed to It u provided In Section .1.01 
upon nceit.~, Clf a DIW Hit IO furnllhed, 

(b) ID cue three or more holden of Notel (hereinafter referred 
to u "appllca11t1") apply in writinr to the Trultee and furnilh to th• 
Tniltll nuonable proof that each IUch applica11t hu owned a Note for 
a period of at leut 1ix monthl prec:edinr the date of 1uch application, 
and 1uc_1i applicatio.'I 1tatea that the applicantl desire to communicate 
with other holden of Notes with ~pect to their rights under thil lnden· 
ture or under the Notel and ii accompanied b1 a copy of the form of 
proJG' or other communication which 1uch applicants proPOll to transmit, 
thlD th8 Trustee lhall, within tlve bullne11 da;vl after the receipt of 1uch 
application, at !ta election, lither 
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(1) afford 1uch appllcanta acce11 to the lnfonnatlon praerved 
at ·u.. time 111 the Tnllt.ee In accordance with the provlllou of 
ntiiictlo:a (a) of thll Section I.Cl, or 

" '.~a) 0 hltorm auch appllcantl u to the approximate number of - .,/ 
~ldlrl of Note. whOH namt1 and adclreua appear In the Informa-
tion pl'lllned at thl ti- by the, Truitee In accordanee with the 
proTillon1 of 1Ublection (a) of thll Section 11.02, and u to th1 
approximate coet of mallinr to 1uch Not.holden the form of Pl'OX1 
or othlr communication. if a117, IQleCifted in 1uch application. 

If thl TruNe lhall elect not to afford 1ueh appllcantl aec:ea to IUeh 
· Information, the 'bu.tee lhall, upon the written request of 1ueh applicantl, 
mail to tlCh No~dlr whOH DIDI• and addreu appear In the lnfonna-

. \\ 

0 "·· tloD pr-.ned at the tl,~e 111 the Truatee In accordance with the provlatou 

it 

of nbllctlon (a) of this Section 6.02 a e<>P1 of the form of PfOX7 or 
other cammunlcatlon which la IJllCllecl In auch nqueet, with reuonable 
promptneu after a tender to the Trultee of the material' to be malled 
and of PQmellt, or. pr0;;111on for the pqment, of the reaeonable apeue1 
of mamnr, ~nlela within Ive dll1I after aueh tender, the Ti:uatee ahall 
mall to aueh applicantl and Ile with the Securities and Exehanp Com· 
lllilllon, toltther with a eopy of the material to be mailed, a written 
atatemat to the effect that, In the opimon of the Trultee, 1ueh maillnr 
wouJcl be contrary to the belt intereatl of the holden of Notea or would 
be In ~tlon of applicable law. Such written atatement ahall apeclfy the 
bula of aueh opinion. If Aid Commlulon, after opportunity for a hearina 
upan the objeetiop apecUltd In the written 1tatement 10 lled, lhall enter 
an order refualnr to auataln &117 of 1ueh objeetlou or if, after the entry 
of an order 1ultalnlns one or more of 1ueh 41bjectlona, uid Comm.lulon 
lhall Ind, after notice and opportunity for hearlnr, that all the objectlon11 
eo auatalned have been met and lhall enter an order IO declarins, tlle 
TrUltee lhall mal1 eopiu of aueh material to all 1ueh Noteholden with 
nuonable pr<nnptneu after the. entry of aueh order and the renewal of 
1ueh tender; otherwiee the Trultee lhal1 be relieved of any oblfPuon or 
duty to 1uch applieantl reapeetlnr their application. 

(e) Bach and nel')' hoJde!' of th,e Notel, by rec:eivlnc and holdlns 
.the eune. qreee with the Coi\~pany and the Trustee that nelthv ill• 
Company nor,the Trustee nor ~IY payiq aaent lhall be held accoun~))e ' . 
bf nuon of the dilc:I01ure of a117 1ueh Information u to the namea and 

.i 



ad~ of tht holden. of Notti In accordance with the p~iona of 
1ublldlon (b) of thi1 Section 15.02, rerarcu- of the 10urce from which 
luela Information wu derlftd. and thtt the Truatte lhall not be held 

.. aecomatlblt b1 rtilOD of m1iJ!nr U1 material purauant to a nqueat made 
undtr uld 1ubHctlon (b), or havlnr de!Q"ed 1uch malliq pendlnr det
termlnatlon b1 tht Commtulon. 

lbCTION 15.oa. R•JIOl'W &, flt COlllPA"f· (a) The Compa111 covenantl ,, 
and qrtt1 to tilt with the Trultte, within ftftten dQ'• after the Companr 
II nqulrid to Ille tht umt with tht Securitlea and Exchanre Commlulon, 
oopltl of tht annual report. and of the Information. documentl and other 
nparta (or copl• of 1Ueh portlou of &D1 of tht foreroinr u Aid Com
mllllon mar from tlmt to tlmt by rul• and rqulatlou praerlbe) which 
till ComJllllJ 111&1 be nqulrtd to lllt with Aid Commlulon punuant to 
ltdlall 11orllCtlon115(d) ol tht Stcurltl• Exdlanre Act of 198': or, 
If tht Compa111 II not nqulrtd to llt Information. documentl or report. 
punuant to tither of 1Uch 11Ct10111, 'then to Ille with the Trultee and Aid 
c-m•11•a. bl aceordance with rut. and rerulatlona pl'tlCrlbtcl from 
£ to tlmt b1 uld Commtllion, 1uch of tht 1upplementar1 and periodic 
lnfonnatlOn. documtntl and report. which mQ' be required purauant to 
llCtlon 11 of tbt Stcurltl• Exchanre Act of 1984 In rt1pect of a 1teurltJ 
llltld and ""9ttrtd on a national. 1tCuritl111 uchlnre u mQ' be prucribed 
from tlmt to time bl 1uch rul• and rqulatiou. 

(b) Tht Companr ccmnantl and qrtt1 to lie with the Tnutte and 
tht Stcurltlu and Exchanrt Commlulon, In accordance with the rulu and 
npJatloDI pl'tlCrlbtcl from tlmt to tlmt bJ uld Ct>mmlulon, 1uch addl· 
tlODlll Information, documentl and report. with re1pect to compllanee b1 
tlll Companr with tht condltlou and COVID&lltl provided for In thi1 Inden· 
tun u niq be required from time to tlmt bJ 1uch rulee and rerulatlou. 

(c) Tht Companr coY1111Dta and 11rt11 to tnmmlt by mall to all 
holdera of Notti, u the namu and addreuu of 1uch holden appear upon 
tht n.im, boob of the Comp&nJ, within thlrV dQ'I after the ftlinr 
thtnof with tht Trultee, 1uch nmmari• of any information, document• 
and report. required to be ftled b1 tht Company punuant to 1ubaectiona 
(a) and (b) of thi1 Section 5.08 u mQ' be required by rul• and nrula· 
tlolll pnlCribed from ti~~ time bJ the Securities and Exchanre 
Comml"'°'L 
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SICT!ON l.M. Rqorw b ~ 2',...... (a) On or befon Ju17 11, 
lt71i &11!1,on or before Jul7 11 in every 1e&I' thereafter, eo Ions u &II)' 

Not..• outltancUns bereullder, the Truat.ee lhall trannnlt to the Note
lloldll'I, u hereinafter in tbia Section l.M provided, a brief report dated 
u of the~ May 16 with l'll)llCt to: 

(1) lta ellsiblll~ under Seetlon 'l.09, ud lta qualllk:atloli under 
, llectfon 'I .08, or in lieu tbenof, If to the belt of lta knowledp it baa 
continued to be ellsible and qualified under 1Uch Sectiona, a written 
etatallllt to lllc:h dect: 

(I) the c:hancter and amount of &111 advancea (and If the 
Truatle tlecta eo to etate. the drculnatanc. 1urroundins the maklns 
tblreof) made bJ the Trult.el' (u 1uch) which remain U11paid on the 

""d.te of lllc:h ~\ and for the relmbunmnent of which it claima 
, \\ II 

GI' mq clllm ·~~,. or eharp, prior to that of the Not.el, on &111 
~ or fwlU-Mld or eolltetecl bJ It u Tru1t.ee, ucept that the 
Truatle mball not be ftquired (but mq eleet) to ltlte IUch advance& 
If 1Uch adw eo mnafnlq unpaid aa11epte not more than one
llalf of ODt percent of the principal amount of the Not.el outatandlns 
OD the date of IUch report; 

(I) the unount, interelt nte, and ,maturi~ date of all other 
lnde~ owlns bJ tn. Compa111 (or br &II)' other obllaor on the 
Not.I) to ~ TrUltel in ita Individual capaci~, on the date of 1uch 
report, with a, brief d~ption of Ul1 pro~ held u collateral 
llCurl~ thtnfor, ucept an ludebtedneu buecl upon a creditor rela· 
tionlhip arlllq In &111 manner delcrlbed In paraanph (2), (I), <•> 
OI' (I) of IUbaectiOD (b) of Slctlon 'I.ta: 

<•> the propertJ and fundl, If aDJ', pbJllcallJ l~J:'- po1M11ion 
of the Tru1tet, u 1uch, on the date of 1uch report O;'and 

(I) aD1' action taken by the Truatle in the performance of ita 
dutl• under thll lndlntun which It hu not prevlol&l17 reported ind 
which ID ltl aplnlon mat...lallJ ,dectl the Notel, u:cept action In 
re1pect of a default, notle1 of which hu been or II to be withheld 
bJ It in accordanct with the provllloDI of Section 1.08. 

(b) Tbe Tnattl lhall traumlt to the Not.eholden, U' bereinafter 
prOtidld, a ,brld nporl with 'nepect to the dlaracter and amount of aD1' 
adftllCll (and If the Tnet.el ellctl eo to etate, the drcumltlnCll 1ur-

" 



(1 

•• 
• ,r 

• 

• • 

• 

.• 

II 

roucliq the meJrtnr thertof) made b1 the Truatee (u 1uch), 1lnce the 
elate. ol ~ Jut report tranunltted punuant to the provi1lo111 of 1ubaec
Uon (a) of thla S.btlon 1.oc (or, If no auch report hu Jet been eo trane
mlttedtltm the date of uecutlon of thla Indenture), for the nlmbune-

. IDlllt ·o1 wJalch lt clalml' ot 111&1 claim a lien or charp prior to that of 
• tJie N• on propertJ or funda held or collected b1 it u Trultee, and which 

It hu not prnlol1117 reported punuant to thll 1ublec:tlon, except that the 
" Trllltee lhall not be required (but 111&1 elect) to report 1uch advancs if 

1uch ~cee nmalnlnr unpaid at anr time asrrerate ten percent or· 
a. of the prlnc,pal amOIUlt of !!eta outltancllq at nch time, 1uch 
nport. to be tranlmftted wfthill ninet)' daye after IUCh time. 

(c) ·it.porte Jlllrluant to thla Section 1.04 lhall be tranamltted by 
mall to all holden of Not. u the namee. and addreull. of 1uch holden 
appear upon the rerlltrr boob of the Company. 

'' (d) A COPJ of wh IUch report lball, at the time of IUch tnnmlaion 
to Notlholden, be ftled b1 the Trultee with each ltock uchanp upon 
wlllch the Notel an lilted and allO With the Securltl• and Enbanp 

· Commllllo~~ 'l'lle CoinJIU7 will notlf7 the Trllltee wl:en and u the Not. 
111 c Dall llltild on anr ltcck ucban... ·· 

ARTICLE SIL 

RuDm OJ' TD TIUiTD AND NOTS.1101.Dlll 
• ON EVSMT OJ' J)uAULT • 

SlcTloN 1.01. Bffllfl of D•IAIL In c:eM one or more of the follow
lnr Event. of Default lball ban occurnd and be contlnuinr: 

0 ' 

(a) default in the PQllllJlt of anr lnlU!ment of interelt upon 
any of the Not.au and when the ume lilall become due and payable, 
and COlltinllUICI of euch default for a period of IO dare: or 

(b) default In the PQmlllt of,\the principal of any of the Not.I 
u and when the ume lball become due and payable either at matur-
11:7, upon redemption, b1 declaration or oth~: or 

(c)r.fallun on the part of the Compuy dul7 to obeerff or per
form any other of the co'ftlWltl or arreemente,on the part of the 

" Company In the Not. or in thll Indentun contt..(ned for a period 
of IO daye after the elate on which written notice of auch failure, 

\ 
\· 
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l'ICllllrllll the ComliUl1 to remec!J the lllllle, lhall have been liven to 
tbl!;;~pu11 b1 tha Truatee, or to the Compan1 and the Truatee bJ' 
thi·hold .. of at leut 21 percent in auresate principal amount of 
· U.. ~- at the time·outatandiq; or 

(d) a dlcl'li or order bJ a eourt !iavlq Juriacllction In the 
prendM ahall have been 1111terecl adjudai111 the CompanJ a bankrupt 
·Oti ~ftllt. or app~ u properlJ lled a petition ltlldns nor
'"pnfption of the CompaDT under the National Banlcruptq Act or anr 
otblr afmllar 'applicable Federal or State law, and 1uch decree or 
order lllall llaYI continued undflC!wpd and uJlltl1ed for a period of 
'4t· dQe: or ti dlcntte: or order .of a court havinr Juriadlction In the 
premlMa for. the •P.JIGintment of a 1'9Cefver or llQuldator or truatee 
or .......... in llankiuptq or i1110mnq of the ComllU7 or of all. or 
aubltallU.U, all of itt. propertJ, or for the windiq-up or liquidation 
of lta alrain, alWI b&w been 111t.iftd, and nch dlC1'lll or order lhall 
haft continued undilclmsld and unataJed for a periOcl of IO daJI; or 

(•) tbt CompaDT lhall illltituta proceed11111 to be adjudicated a 
· · 'ftll1111~ bankrupt. or ahal1 «:o111111t ~ the 111111 of a bAnkruptq 

proceedlq arllmt It. or 1hall Ile a petition or IDIWlr or cownt 
........ norsani.at1on under the National Banlcruptq Act or anr 
otllor llmDar appll~ Federal or State law, or lh&n conRJ1t to the 
l1lq of Ul7 IUch petition, or ahal1 co1111nt to the.appointment of a 

/) . . 
ncelver or liquidator or truatee or uaipee In bankruptq or imal-
ftllCJ' of if or _pf ita propertJ, or ahall. make an auirnment for the 
lltadt Of enditon. or ahal1 admit ln writinr lta inability to .Jll1 ita 
clebtl pnenlJ7 u the7 1*omt due; or 

(f) an ennt of cleiault, u ddlled ln UT indenture or in
lltramMlt Wider which the CompaDT hu at the time of thil Indenture 
or ahal1 hereafter haft outatandlnr an, indebteclnal for borrowed 
mo~. ahal1 happen llnd be contlnulnr and neh 111,ilehWn- lhlll 
ha.i been accelented'.0 that the ume shall be or become due and 
1111&ble prior to the dats. on which the ume ~llld. othenriM haft 1 
btcollle due and 1101•blt, and 1ucll aceeltlratlon ahall not be nKinded ,I 
or ar.nul1ted. within SO da)'I after written notice thereof aliall uw~• 
been riven to.the tCompaDJ bJ the Trustee or to the CempaDJ and the 
Trultaa "1 the hiilden of at leut 21 percent in &111"erate principal 
~t of the Notaa at the tlinl Outatandinr; ~. '°"'"'"· that 

'-. __ .. 
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tf, prior to a declaration. of acceler"tlon of the maturity of the Notte 
or th• entrJ of Judpnent In favor of the Truetee In a 1ult purauant to 
Section t.02, 1uch event of default-under 1uch Indenture or lnatru· 
met ahall bl remedied or cured by the Company or waived by the 
holdca . Gf 1uch lndebtedneu, then the Event of Default hereunder 
by rauon thereof 1hall bl deemed llkewlae to have been thereupon 
remedied, cured or waived without further action upon the part of 
lither the Trulteo or a111 of th• Noteholdera; 

G 

then and In each and •Vlr1 1uch cuie, unl .. the principal of all of the 
Not• ahall 1111!9 already become due and J)aYable, either the Trultee 
or th• holden of not 1 .. than 211 percent In arsrerate principal amount 
of the Notti then outltancllnr hereunder, b)' notice In wrltlnr to the 
Compan:r (and to the Trultee If given by· Noteholden), m11 declare the 
prlDclpal of all ihe Not• to bl due and pa:rable lmmedlatel)', and upon 
ID1 IUCh declaration '1lt ume ahall become and shall bl lmmedlatll)' due 
and. payable, an:rthlnr In thl1 Indenture or In the Notes contained to the 

·· 'ecm~ nobritbltandlnr. Thi• provision, however, la subject to the con
dition that If, at an:r'tlme after the principal of the Notes shall have been 
IO cltclarld due and pa)able, and before an:r juclrfttent or decree for the 
PQm1Dt of the mone:r• due 1hlll hive bGen obtained or entered u here
inafter pr0vlded, the Company lhaU Pl1 or ahall·depoalt with the Trustee 
a awn 1utrlclent to pay all matured lnatalmentl of Interest upon all of 
the Notti and th• principal of an:r and all Notes which 1hall have become 
d111 other.~ than by acceleration (with lnterelt on overdue lnatalmenta of 
lntel:llt. ~Qle extent that payment of 1uch lnterelt la enforceable under 

\\ . applicable la•w, and on 1uch principal at the rate home by the Not.el, 
·· to the date lbf 1uch payment or depoait) and the reasonable expenae1 

of tilt Trultel, and a111 and all dlfaulta under thla Indenture, other 
than th• nonpa:rment of principal and accrued lntefelt on Notes which 
lha1l bavl becom• due b)' aeceleratlon, lha1l have been remedied - then 
and In '"'1 1Uch caae th• holden of a majority In arsrerate principal 
amount of the Notes then outltandlnr, by written notice to the Company 
and/to the Trultee, ma:r waive all dlfaulta and rescind and annul 1uch 
ileclaratlon and Its con1equencu; but no such waiver or reaciallon and 
annulment W11 extend to or lha1l affect an:r 1ul!Hquent default, or lhall 
Impair any rlrht conaequent thereon. 

" In caae the Trultee lhall have proceeded t.O enforce an:r rlrht under 
·.· thll Indenture and. 1uch proceedlnp lhall hive been diacontlnued or 
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abandoned becauae of auch mclealon ol annulment or for a11T other 
reuon or 1hall have been de.termlned adveraely to the Trultff, then and 
In evfl7· .Uch cue the Company and the Trustee shall be restored re-
1pectjveJT. to their nveral poaltiona and rlrhts hereunder, and all rlrhta, 
remedi• and powere of the Comp&Jl1' and the Truatc.e llhall continue u \ 
though no such p~oceedlnr had bffn taken. 

SECTION 6.02. Pa11mmt of Notu on Default; Suit Thwefor. Tile 
Company covenants that (a) In ease default shall be made In tht1 payment 
of any lnatalment of interest upon &111' of the Notes a11 and when the ume 
1hl.JI become due and payable, and 111ch default shall have continued for 
a period of S!l .dafa. or (b) In cue default 1hall be made in the payment 
of the. principal of any of the Notu a11 and when the same llhall have 
become due and payable, whether at maturity o~ the Note1 or upon re
demptlcn or b;r declaration or otherwlae - then, upon demand of the 
Truatee, the CompaJl1' will pay to' the Trustee, for the benefit of the 
holden of the Notu, the whole amount that then shall have become due 
and payable on all such Notel for principal or interest, or both, a11 the cue 
m.a;r be, with interest upon 'tlle overdue principal and (to the extent that 
payment of such Interest Is enforceable under appllcal:ie law) upon the 
overdue l111tallmenta of Interest at the rate borne by the Notes; and, In 
adclitiqn thefiito, 1uch further amount a11 shall be sufficient to cciver the·· 
costl· anc!. expenaea of collection, lncludln1 reaaonabll! compensation to 
the Trustee, Its arents, attorneys . and counsel, and any expenses or liablll- · 
tlu lncurrtd by the .Trustee here!lllder other 'than throqh its nerlirence 
or badfalth. 

In. ~e the Coinpany shall fall forthwith to pay such amounts upon 
auch demand, tht Trustee, In lta own name and a11 trustee of an express 
ttu&t, shdl be entitled and empowered to Institute any actions or pro-

" ceedinp ilt law or In equity for the collection of the su!M ao due and 
. -, ('"t 

unridld, Ind may prosecute 'any 11uch action or proceedlnr to Judrment ,,. 
or ftnal decree, and may enforce AllJli., such judrment or final decree 
Alfainat the Company or any other obliaor on the Notes and collect in• 
the 11'..anner provided by law out of the property of the Company o~ any 
other obli1or on the Notes wherever situated the ·moneys adjudred or 
decreed to be payable. 

In cue there shall be pending proceedings for the bankruptcy or 
for the reorranization of the CoD1pany or any other obliror on the Notel 

Ii 
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0 under the National Bankruptcy Act or any other applicable law, or In cue 
a, receiver or truatee 1hall have been •~!pointed for the property of the 
Company or 1uch other obllror, or In the cue of any other almllar judicial 

• proceedinp *tlve to the Comp&nf or 1Gther obllror upon the Notea, or 
to the credlton or property of the Com1pany or such other obliror, the 
Trultee, lrreapectlve of whether the principal of the Notee 1hall then 
be due and payable u therein expreued or by declaration or otherwlae 
and lrreapectlve of whether the Truatee 1hall have made any demand 

• punuant to the provlaiou of thla Section 6.02, 1hall be entitled and em-
powered, by Intervention In 1uch proceedinp or otherwise, to ftle and 
Pl'Oft a clalm ~r clalma for the whole amount of principal and lntereet 

.-·--_,,/ owf111 and unpaid In re1pect of the Notee, and, In caee of •DY judicial 
proceedlnp, to. ftle 1uch proof• of claim and other papen or do>cuments 
u may be nec1111ry or ldvluble In order to have the clalma of the Truetee • and of the Noteholden allowed In 1uch judicial proceedinp relative to 
the Company or •DY other obllror on the Notes, lta or their credlton, or 
lta or their property,, and to collect and receive any moneye or other 
property payable or dellverable on any such clalma, and to distribute 

• the ume after the deduction ·of ltl charpe .and . expen-; and any 
receiver, Ullpee or trustee in bankruptcy or reoraP.niation la hereby 
authorised by each of the Noteholden to make 1uch paymenta to the 
Trultel, and, In the event that the Trustee 1hall conaent to the makinir 
of.1uch payments directly to the Notflholden, to pay to .the TrUltee any 

• amount due It for compenution and expeDltl, lncludlq counael fea in-
curred by lt up to the dlte of 1uch dla~butlon. To the extent that 1uch 

" payment of reaaonable compeuatlon, expenae1 and couuel feea out of the 
11tate In any 1uch"proceedlnp 1hall be denied for any reuon, payment 
of the ume lhall be aecured by a llen on, and ahall be paid out of, any 

(~ . and all dl1tributlo111, dividends, moneya, aecuritl• and other property 

••• ~:.1 
which the holdera of the Notea may be entitled to receive In 1Uch pro-
ctldlnp, whether In llquldltlon or under any plan of reorpnizatlon or 
amnpment or otherwile • 

'" 
• A.ll rfirhte of action and of auertinir claims under thl1 Indenture, 
;; 

• or under any of the Notea, may be enforced by the TrUatee without tJte 
·-·! 

poueuion of any of the Notes, or the production thereof on any trial· or 
G other proceediq relative thereto, and any such ault or proceedinir lnatl-

tuted by th~ Trustee shall be brouirht In its own name 11 trustee of an 
\, 

~ ;. !J• 
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upr98 trlllt, and any recover)' of judgment shall be for the ratable 

bendt of .the holden of the Notea. 

SIX:TION 6.03. Applieatiott of Monq• Collected bv Truatet. ATl1 
mo11ey1 collected b:v the Trustee under this Article Six shall be applied 
In the order following, at the date or datee ftxed by the Trustee for the 

".I ' 

distribution of auch mom1ys, upon presentation of the several Notee, 
and 1tampl111 thereon the payment, If only plU'tially paid, and upon 

1ummc!V thereof if fully paid : 

0 

FlllST: To the payment of costs and expenses of collection and 
rtuonable compensation to the Trustee, Its apnts, attorneys and 
cciunsel, and of all other expenses and liabilities incurred, and all 
advances made, by the TrUstee except aa a result of Its neirllpnce or 

bad faith: 
S!lCOND:. In cue the principal of the outstanding Notes shall 

not have become due and be 11npaid, to the payment of interest on 
the -Notte, in the order of th~ maturity of the instalments of such 
lnterut. with interest (to the extent that such interest bu been 
collected by th_e Trilatee) upon the overdue instalments of interest 
at the rate borne by the Notea. such payments to be made ratably to 

the penon1 entitled thereto : 

THllD: In cue the principal of the outstanding Notes shall have 
become due, by declaration or otherwise, to the payment of the whole 
amount then owing and unpaid upon the Notes for principal and 
intereet. with interest on the ove~due principal and (t.l: the extent 
that 1uth interest bu been collect'ed by the Trustee) upon overdue 
inatalments of· interest at the rate)borne by the Nott.: and In cue 
euch moneys ihall be huiufficient ti, pay In full the whole amounts 

•,\\ !,· 

ao due and unpaid upon the Note1\1, then :to the payment of such 
principal and interest without prefer\mce or priority of principal over 
lnteff.lt, or of Interest over prlnclpal1 or of any instalment of Interest 
over any other initalment o.f Interest, or of any Note over any other 
Note, ratably to the aggregate of Iii.ch principal and accrued and 

unPl\id interest. ·· 
,, ' \\ ' ,, ·, .. <ili:v 1u,Plu1 ttien remaining ehall be paid to the Company or to such 

l~ -other pen~n. u shall be entitled to receive, it. 
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8me'nON 1.04. Prooe11lir111 611 NoteAolMr1. No holder of any Note 
lhall haw any rlaht by virtue of or by availinr of any provision of thl1 
bclenture to lllltltute any 1ult, action or proceedlnr In equity or at law 
uPoll or under or with rapect to thla Indenture or for the appointment 
of a rei:e!Yll' or truatea, or for any other remedy hereunder, unleu such 
bolder pravloualJ 1hall have liven to the Trustee written notice of default 
and of the continuance thereof, u' herelnbefore provided, and unleu a1lo 
tbe holden of not leu than U percent In anrerate principal amount of 
the' Notti then outatandlq ,ahiill have made written requ11t upon the 
TrUltee to lllltltute 1uch aCtton, 1ult or proceedlnr In Its own name u 
Trutel· hereunder and shall have offered to 'the Trustee such reuonable 
Indemnity 11 It may require ap!ut the ,costa, expenses and liabilities to 
be Incurred therein or thareby, and the Trustee for 60 daya after Its 
receipt of 1uch notice, requeat and offer of Indemnity, shall have nerlected 
or refused to lnatltute ·an,. 1uch action, 1ult or proceediq, it IM!lq under
ltood and Intended, and. belq upreasly covenanted by the taker and 
holdel'. of every Note with every other taker and holder and the Trustee, 
that no one OP.'. more holdera of Notea ahall have any rlrht In any manner 
whatever by Ylrtue of or by availlq of any provision of this Indenture 
to affect, dlaturb or prejudice the ri.hts of any other holder of Notes, or 
to obtain or aeelr. to obtain priorlty,.over or preference to any other 1uch 
llolder, or to enforce any rlaht under thl1 Indenture, except in the ni&nner 
herein provl~,!d and for the equal, ratable and common benefit of all 

holden of Notea. 

Notwlthltandlnr any other provlalona In this Indenture, however, 
tha rlrht of any holder of any Note to receive payment of the principal 
Ot and lnterllt.on 1uch Note, on or after the reapective due dates expreaed 
In 1uch Note, or to Institute 1ult for the enforcement of any such payment 
on or after auch respective dates ahall not be Impaired or affected without 
tht conaent of 111ch holder. 

SICTION 1.015. PToc11di1111 611 2'ruat11. In cue of. an Event of 
Default hereundu the Truatee may in Its discretion proceed to protect 
and enforce the rirhts veated in It by thla Indenture by such appropriate 
judicial. proceedlnp u the Truatee shall deem most elfeetual to protect 
and enforce any .of 1uch rlrhta, either by suit In equity or by action at 
law or by proceedlnr In bankruptcy or otherwbe, whether for the 1peclftc 

. · enforcem~t of any cove11111t or qreement contain~."ln thla Indenture 
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or In aid ot the exerelle of &111' power rrantecl in this Indenture, or to 
enforce any other 1 .. ~ or equitable rirht vested in the Trustee by thil 
Indenture or by la1t • 

. ,SacTJON 8.0I. R1111tdiQ c-.raffvt all4 Cotttinving. All ~wers and 
l'lllledi• liven by thl1 Article Six to the Trultee or to the Noteholden 
llWI, to the extent permitted by law, be deemed cumulative and not 
exclusive of any thereof or of any other powen and remedies available 
to the Truatee or the. holden ot the Not.ea, by judicial proceedinp or 
otherwlle, to enforce the perfiirmance or oblervance of the covenants and 
alreementa contained in thil Indenture, and no delay or omilllon of th~ 
TrultH or of &111' holder of &111' of the Notee to exerclle any rlirht or 
power .accrulq upon 1111)' default oecurrinir and continulq u aforesaid 
lhall Impair any 1uch rirht or power, or lhall be construed to be a 
walvv of any 1uch default or .an acqulacence therein; and, subject to the 
provlaiou of Section 8.N, every power and remedy irfven by this Article 
Six or by law to the Trustee or to the Noteholdera may be exercised from 
time to time, and u often u lhall be deemed expedient. by the Trustee or 
by the Noteholden. .. 

SICTION 8.07. Dircctioft of Proceelli11g1 all4 Waiver of DefavlU l>v 
Jlajoritv of Notelaoldwe. The holders of a majority in air;rregate principal 
amount of the Notee at the time outatandinir determined in accordance 
with Section 8.°' lhall have the 'ri1ht to direct the time, method, and 
place of conductinir any proceedinir for &111' remedy available to the 
Trultee, or exerel1ln1 any trult or power conferred on the Trustee; 
proftcltll, .. l010nw, that (eubJ,ect to the provilion1 of Section 7.01) the 
Trultee lhall have the rlirht to decline to follow any euch direction if the 
Trultee, bein1 adviled by counul, determinea that th·~,:~on or proceed
lnir IO directed .ma)' not lawfully be taken or if the Truatee in pod faith 
by ita board of dlrectora or tru1teea, executive committee, or a trult 
eommlttff ofiairecton or truatou and/or Reaponlible Olfit'.en ahall de~r• · 

" mine that the action or proceeclinp ao directed would involve the Truetee 
In personal liability, Prior to ant declaration acceleratiq the maturity 
of the. Notee, the holders of ~:f i\iajorit)' In aurepte principal amount of 
the .Notee at the time outatandins may on behalf of the holders of all of 
the Notee waive any peat default or Event of Default hereunder and it' 
couequencea except a default In the payment of interest on, or the 
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~jal of, .the Notte. Upon 1J17 1uch waiver the Company, the Trultee 
&lld the holden of the Notes lhall be reatored to their former poaitiona 

" &lld rlsbta laereunder, r'pectively; but no auch waiver lhall extend to 
U1' nbeequenh1r otheir default or Event of Default or Impair any ri1ht 
COllllQll'llt·th••· Whenever any default or Event of Default hereunder 
lhall have been waived u permitted br thla Section 6.0'1, Aid default or 
Event of Default lhall for all purpoaea of the Notea and thla Indenture 
be deemed to. have been cured and to be not contlnulns • 

SlcTloN 1.08. Notv:• of D•fawltl. The Trultee 1hall, within 90 day1 
(i~i ifter the oceurnnce of a default, mall to all Noteholden, 11 the namea 

and addrenel of nch holden appear upon the registry boob of the 
,, Compe111, notice of all defaulta known to the Truatee, unless such defaults 

lhall,Jlave been'cured before the slvlns of 1uch notice (the term "defaulta" 
for ·the purpose of thla Section 6.08 belna hereby defined to be the eventa 

· 1pecllled in clauau (a), (b), (c), (d) and (e) of Section 6.01, not includ
" lq perlod1 of fl'ICI, If any, provided for therein and lrttspectlve of the 

slYlnr of the notice l!pecllled in clauae. (c) of Section G.01); and pi"Ovidtd 
that, ucept h:: the cue of default In the payment of the principal of or ,, 

O· 

lntenat on anr of the Notu, the Truatee lhall be protected in withholdin1 
aucll notice If and ao lons u the board of dlrector1, the executive com
mittee, or a truat committee of dlrecton and/or Responsible Officers of 
the TrUatee in 1ood faith determinu that the wlthholdlns of 1uch notice 
la in th• lntlrelta of tbe Noteholdera. 

!' 

,, SlcTION 8.09. Vt1dlrl41rit1g to Pu.1 Com. All partlu to thla lnden.· 
ture qree, and each holder of any Note by hla acceptance tJ:iereof lhall 
bl clllmed to have qreed, that any court may In lta diacretlon require, 
In an1 1ult for the enforcement of any rlsht or remedy under this Inden
ture, or In an1 .1ult qaln11t the Trustee for any action taken or omitted 
by It u Tru1tee, the Illini by any party litlpnt in 1uch 1ult of an under
taklq to pay the coata of 1uch 1ult, and that 1uch court may in its 
dllcretlon aueu reasonable coata, lncludinr reasonable attorne11' fees, 
apinat any ,party litlpnt In auch 1ult, havln1 due rerard to the merits 
and rood faith of the cl11ima or defenlel made. by such party litipnt; 
but the provlalone of this Section 8.09 lhall not apply to any suit instituted 
11r· the .~atee, to any .suit lnatltuted by any ·Notcholdei:, or rroup of 
Noteholden, holdlnr In the ,arrreiate more than ten percent in principal 

\~ 
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amount of tht Notll cmbtandlns, or to any 1ult lnatituted by any Note
holilar for tht lllforcement of the. pa)'lllent of the principal of or lnterut 

·· oll any Nota apinlt the Compa111 on or after the due date upreued in 
1ueh Note. 

ARTICLE SEVEN. 

CoNCDNING TD Tllu&DIL 

SIDC'l'ION '1.01. .Dlltia ad Ruponlibilitiu of ll'rutet. The Truatee. 
priot to the occurrenee of an Event of Default and after the curinr of all ·1 
Evata of Default which may have occurred, rmderWkea to perform 1uch 

"~--

a duttca and oDly auch dutiu u are 1peciflcally aet forth in thl1 Indenture. 
.In cut an E~nt of Default bu occurred (which bu not been cured or 
waind) th• !~.Jltet 1hall eurei11 1uch of the rirhb and powen vuted 

" 

la l.t ."'. thi• ]Indenture, and UM th. e ume derree af care and 1kill in their 
enrcile, u • prudent man would .Xerci111 or U11 under the circum1tance1 
la the eondu~ of hll own atrain. 

No provillon of thl1 Indnture 1hall be coutrued to relieve the Truatee 
from liability for itl own nerlirent actton, lb own nerlirent failure to 
act, or lb own wilful mllconduct, except that 

l) 

(a) prior to the occurrence of an EvenJ of Default and after 
the curlns of all Evenb of Default which mar have occurred: 

(1) the dutl11 and obllraUou of the Tru1tee lhall be 
determined aoletr by the expreu provillona of this Indenture, 
and the Tru1tee lhall not be liable except for the performance 
of 1uch dutlea and obllratlona u are apeciftcally aet forth in 
this Indenture, and no implied covenanta or obliratlon·a 1hall be ,., 
read into this Indenture gainat the Truatee; and 

I• ,\ 

(2) la the abllnce of bad faith on the part of the Trultee, 
the Trultee mar concluliively rely, u to the truth of the atate
menta and the correctnua of the oplnlona expresaed, upon any 
certitlcatea or opin!Ou futniahed to the Trustee and conformlnr 
to the requirements of thi1 Indmture; but in the caae of any · 
auch certitlcatel cir opiniona which by any proviaion hereof are 
1peciflcal1J'..:l'equired to be fumiahed to the Truatee, the Truatee 
ahall be. under.a duty to examine the same to determine whether 
or not they conform·to the requlremenb of this Indenture; 

IOI 
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· • (b) the Trultle lhall not a liable for any error of judJment 

mada In sood faith bf a Raponalble Officer or O!flcen of the Truatee, 
un1 .. It lhall a proved that the Truatee wu ne1llpnt in ucertain

.· 1111 the pertinent facta; and 

(c) the Truatee lhall not be liable with reapect to an1 action 
taken or l>mlttecl to a taken b1 it In sood faith in accordance with 
the dlrectlon of the holden of not leu than a majority In principal 
amount of: the Notel at the time outatandlns relatlns to the time, 
method and place of conductlns any proceecllns for any remedy avail
able to the Truatee, or aerclllns aD1 truat or power conferred U'.i)On 
tht Truatee, under thia Indenture. 

None of tht provlalona of thla Indenture lhall be conatrued as requlr-
. 1111 tht. Truatee to upend or. rilk lta own funda or otherwiae to Incur anr 
peraonal ftnancial liability In the pvformance of any of lt.s dutlea hue
under; er In tha aerclae of aD1 of lta rlshta or powera, If there lhall be 
nuonablt srounda for llelitviDI that rep11111ent of auch funda or adequate 

·· lndemnlb' aplnat auch rlllk or liability la not reuonably auured to It. 

' 1) t 

SICTION '1.0:2. Rtl'l~11ee ot1 DOC11111llltl, ()J>i11iou, etc. Subject to the 
provlalona of $ectlon '7.0l: 

(a) the TrP,11tee mar rely and. ahall be protected In actlns or 
nfralnlns from actlns upon any reaolutlon, certiftcate, atatement, 
lnatrument, opinion, report, notice, requeat, conaent,. order, or other 
paper or document believed by It to be pnulne and to have been 
llped or ~nted by the proper party or partlea; 

(b) any requeat, direction, order or demand of the Company 
mtntloned herein ahaU be aulllclenttr evidenced by an Instrument 
llped In the name of the Company by !ta Chainnan of the Board, 
Fnaldent or any Vice President and Its Treu11rer or any Aulatant 
Treuurer (ullleu other evidence In reapect thereof he herein. ape
cHlcally preacLibed) ; and any resolution of the Board of Directors 

· · inat be evidenced to the Trustee by a copy thereof certified by tbe 
Secretary or an A11l1tant Secretary of the Company; 

(c) the True~ may consult with counael and any Opinion ol! 
Counsel lhall be fuli and complete authorization and protection In 

() ·•• I 
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Jll)llCt of,.a117 action taken or 1ul!ered bT It hereunder In aood faith 
and In accordance with 1uch. Opinion of Coulllll; 

(d) tbe Trllltee lhlll be under no obliptlon to exercile •111' of 
tbe rifhtl or powen vllt.ed In It bT thil ln~nture at the requ~~ 
order or direction of 1117 of the Noteholdera, punuant to the pz'I.' 
'rillou of thil Indenture. unleu 1uch Noteholden shall have olfered 
'to tbe Truatee reuonable 1eeurlty or Indemnity apiut the cost., 
..,... .. , and llabWtl• which ml1ht be Incurred therein or thereby; 

( t) tbe Truatee lhlll not be liable for 1117 action tlken bT It 
In aood faith and reuonably believed bT It to be authorized or within 
the dllcrttlon or rlthtl or powen conferred upon It bT thil Indenture; 

.- _,. - - ") 

(f) tbe. Trllltee 11111 execute 1117 of the trultl or powen here-
uncltr or perform uy dut111 hereµnder either directly or by or 
tllroqh apntl or attom111. and the Trustee lhlll not be reapoDlible 
tor 1111· mlAconduct or neallpnce. on the part of •111' apnt or attomey 
appointed with due care by It hereunder: and 

(I) prior to the occurrence of an Event of Default hereunder 
and after tbe curlna or waivln1 of all Eventl of Default, the Trustee 
lhlll not .. be bound to make &II)' invuti1ation into the facta or mat. 
ten ltltld in any reaolution, certiftcate. atatement, Instrument, 

(r'\:_~ 

opinion, report, notice, requeat, conaent; order, approval. appralaal, 
bond, d9benture or other ptper or document unleu requeatld In. writ. 
Ina IO to do by the holden of not 1111 than a majority in anreaate 
principal· amount of the Notee then outltandina; providfd, that, if 
tbe pa1111ent within a reui>nable time to the Trultee of the coata, 
GJllDAI or Uabllltiu likely to be incurred bT it in the matins of 
auch lnY11ti1ation II, In the opinion of the Trllltee. not reasonably 
allured to the Truatee by the aecurity alforded to it by the terma of 
thil Indenture, the Truatee may require reuonablt indemnity aaaiut 
1Uch apenaea or llabiliti•.11 u a condition to ao proceedina. 

SEcrloN 7.03. No Rcepolllibilitv for Reritale, etc. The recitals con· 
talned herein and in the Notes, other than the Trustee'• certiftcatea of 
authentication, ahall be taken u the statements of the Company and the 
Truatee uaumu no i'eaponslbility for the correctness of the same. The 
Trllltet makel no npruentations u to the validity or 1ufflcleney of this 
IndlJlture or the iiiotes, provided that the Trustee shall not be relieved of 

II · •' 

103 



• 

• 

• 

• 

• 

• 
= • 

(,• 

• 

• 

" 

I 
•, 

(\ 

ltl duf;J to authenticate N1>te9 on)f u authorized by tbi1 lndentuie; T!!' 
Trultel lhall not be accountable for the UM or eppllcatlon by the Company 
of ID1 of the Notu or of the proceedl thU,eOf • 

SamoN 7.04. OwMrlT&ip of Notu. The Trultee or the authentlcat
lq qut or ID1 J111!q aaut or any Note rql1trar, In ita individual or 
any other capacitr, m11 becOllll the owner. or pledpe of Note. with the 
111111 rlrhtl it would han If It ware not Trultee, auth_•ntlcatiq aaent. 
Jll1flll apnt or Note rqlatrar. ,. 

SllcTloN 7.015. Moura to fie B•14 i• Trut. Subject to the provillom 
of Section 12.04 hereof, all mon911 receiTld by the Trultee or any payiq 
qut lhall; unW ulld or applied u herein provided, be held In ~Ult for 
the pwpo111 for which. they were received, but need not be eerrerated 
from other fundl except to the ~t required by Jaw. Neither the Truatee 
nor ID1 Plffq apnt ahall be under any liability for Interest on ID1 mon111 
l'ICllTld bfit hereunder except 1uch u It m11 qree with the Company to 
,., ther1an, So Ions u no Event t'-',Default ahall have occurred and be 
coatlnu!nr, all; lnterut allowed on any 1uch money1 .lhall be paid from 
time to time upon the written order of the Company, 1iped by ltl Chair
IDID of• the Board, Pnlldent, any Vice Pnlldent, Treasurer or any 
A•etvat Tnuurv. 

' ~·•; 

SlcTroN 7.0I. COMptlllClffoll "'"' E~ of'-Trut11. The Com· 
Plllf eorinantl and lll'ffl to Pl1 to the Trultet fl'Om time to time, and 
the Trudie llhall be entitled to, reuonable f:Olllpenution (whl~ lhall not 
be limited by ID1 provlalon of law In reaard to the compensation of the 
trutee of an expreu iru•Od and, except u otherwiae expreuly provided, 
the Company will pay or relmbune the Truatee upon .!ta requeet for all 
reuonable exp1111e1, dl1bunemeuta. and advancea incurred or made by 
the Truatee In accordlnce with any of the provl1iom of thll Indenture. 
(lncludlq the l'IUonable co~penutlon and the npe11111 and dllbune
DllDtll of lta c:aumel and of all J,enom not rePJarly in lta employ) except 
ID1 111ch apeue, dl1bunement or advance u may arlae from lte nec
Uaence or bad faith. If 1J11 properey other than cash ahall at any time be 
nbJect to the lien. of thli Indenture, the Truatee, if and to the extent · 
authorlled by a recelvenhlp or bankruptcy court of competent jurisdiction 

" or by the 1upplemental .. 1111~ment nbjectil\! au ch prcpertf' to 1uch lien, 

\\ 
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~ be'iiauw to make aclYUICel for the purpoA of pnRnins 1uch 
Jo111Piib or of dilchartlns tujll•ill or other prior lieu or encumbrancea 
tllenoa; fte ComllUl1 .allo coftnai,rta to lncltmnlf)' the TJ'Utee for, and 
to' boJcl It .JW.nii.. 1111nat, anJ 11111, llablllb or expenae Incurred with
oat Mllllence or bed faith on tile part of tile Tru1tee, arllins out of or 
in e0nnectton with tbe aceeptanc:.' or acbnlnlatratlon of thla truat, lncludlns 
the coeta and apen• of defendlq ltaelf aplDlt any claim of liability In 
tbe ......... The ot.Uptiona of the Compe117 under thl1 Section. '1.08 to 
compenute the Trultee and to t-7 or nlmburle tbe Truatee for ape-. 
clllburlamentl and/1aclvaneea lllall,eonatltute acldltlllnal lndebtedn .. here
\l:ider and ahall nnlft the utidactlon and dladwp of thla Indenture. 
Slleh adclitfonlil lncllbtedneu lllaJl be eecured. by a lien prior to tU.t of 
the'Noe. upon all pro~ and fundl held or coUected by the Truatee 
u 1UCho0ac.,t fwldl held In truat)or the bllleftt of the holdHS of par. 
ticular NotllL 

. s.cmoN. '1.0'1. Olwm' Cri~ at E~. Subject to the pro
vlliOlll of Section T.01, whenever In the admlnlltration of .the provlalou 
of' thll Indenture thl Trultee lhall deem It nern1ry or dalrable that a 
matt.er be prond or eatebllahed prior to takln1 or 111trerin1 IDJ' action 
to M tabn 'llertund.r, 1uch matter (uni... other evidence In reapect 
thtnof. be' herein 1peelllcally preacrlbed) ~· In thl ablence of ne1llaence 
Ol' bad faith on thl part of the Tru1tee, be de11med to be conclua!vely proved 

· and aatablllhed bJ an Otrlctra' Certlftcate delivered to the Truatee, and 
lllCh ~ftc:ate, In the ablenc:e of ne1ll11nce or bad faith on the part of 
thl ~. lbaU be full warrant to tile TJ'Utee for •DJ' action taken, 
111trand or omitted by It under the provl1io1111 of thla Indenture upon the .. 
faith thereof. 

Ssc:TION '1.08. CuHflieliltt1 l'llt.,·•t of 2'nllt.r. (a) If the Truatee 
hu or ahall~cquire any conftlctl111 interelt, u deftned in thla Section 7:08, 
It lhall, within 90 day1 after ucertalnln1 that it bu 1uch conflicting 
intereat, either ellmi1111te 11uch conftlctin1 intereat or realm in the manner 
and with the effect apeclfted in Section 7.10. 

(b) In the event that thl Trustee. 1hall fail to .comply with the pro
viliona of aublectlon (a) of thla Section T.08, the Truatee shall, within 
te~ U,.. after the expiration of 1uch 9Cklay period, transmit notice of 
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lllcb fallun to the Noteholdll'I, u the DIDI• and addre .... of 1uch holder1 
appear upon the rqiatry boob. of the Compu11. 

. (ct For tbe pul'JIOMI of thll Section 7.08.,. the Truetee 1hall be deemed 
·to haft a conftlctlq lntenat If 

(1) tbe Truetee ii tru1tel undll' another lndentun under which 
ur othll' 11eurltlea. or c.rtlllcatee of lntere1t J>r participation In any 
otlllr llCUritietl, of the Compa111 are outatandinr, unl111 1uch other 
lnclatian II a collatenl trut lndentun under which the only coll&Ural 
eolllllta of Not.I luuld under thil Indenture, proviUd that there 
lhaU be acludld from -tbe operation of tbll pararraph any Indenture 
.or lnclenturee under which other 11eurltiu, or certlllcatel of lntereat 
or partlclpa~an In otber eecurltlea, of the Company are outata11dins If 

" (A) tbll Indenture and 1uch other Indenture or lndenturee are wholly 
u..CUnct, and 1uch other Indenture or indenture1 ':ve hll'eafter 
qUJlllld under th• Trult Indenture Act of 1989, unlNl J,_ Securitie1 '\ 
and Excban.. Comml•lon lhall hav(;) found and declared by order 
punuant to aublection (b) of Section 8015 or aubaec:tlon (c) of Section 
I07 of tbe Trult Indenture Act of 1989 that dlfrerencea. exist betwHn 
the provfafona of thla Indenture and the provlslona of auch other 
lndatuni or lndentun1 which are eo llke)J' to lnvolve a material con
ftlct of lntereatl u to make It nece11U1 In the public lntefelt or for 
tilt pntectlon of lnveaton to dlaquallfr the Trultee fnJ::i;:actlnr u 
llUch under th" Indenture or auch other Indenture or lndenturea, 
or (B) the Company ahall hive 1u1talned the burden of provlnr. on 
application to the Securitlea and Exchan~\C!l..wr.miulon and after 
opportunley tor heariq thereon, that trU1teeahip·under thl1 Inden
ture and 1uch oth!r.lnd1ntun or lndentum 11 not IO likely to Involve 

- ·~· •I 

a material conftit(\,ot Int.rut u to make It nlCllHI')' in the public 
'\{ ' 

lnt1nlt or for the \irotectlon of lnvetore to dhw1uallfy the Trustee 
from actlnir u 1uth 'it:der:·thl1 Indenture or auch other lndenturl! or ,, 
lnc!entur.; 

(I) tbe Truatee of. any ii1 lta 'dlrectora or exeCi.1tive officers ia 
... ·. ' 

an obllror upon the Notes luued u11der this Indenturi:,or an under-
writar for the Company: \ 

(8) the Tru1tee db:~tly or Indirectly controls or 11 directly or 
indlnctlr controlled b;y'° or 11 under direct or indirect common control 
with tile Company or an undj!?Wrlter for the Company; 

"' ' 

ii 
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( 4) the Truetee or any of ita. directora or executive omcera ill 
a dftec;tOr, olficer, partner, employee, appointee, or representative 
(If the Company, or of an.underwriter (other than the Truetee itaelf) 
filr the Company who ill currentlJ eJippd in the .buainesa of under-

• • 1! . .· (' . . . 
writiq, except that (A) one individual may be a director or an 
encutive olffeer or both of the Truetee and a director or an executive 
omcer, or b6tb. of the Company, but .may not be at the ume time 
an ezecutive olflcer of both the Truetee and the Company; (B) if and 
IO loq u the number of dlrectora of the Truetee in olflce Ii more 
than nine, one additional Individual may be a director or executive 
ofncer or both of the Truetee and a director of the Company; and 
(C) the Truetee may be. designated b:v the Company or by an:v under
writer for the. Company to act in the capacity of transfer qent, 
rqilltrar, cuatodian, pa:viq arent,,, lllnklng fund arent, fiscal agent, 
escrow llJIDt. or depositary, or lil &J1Y· other 1imilar capacity, or, 
1ubject to the prov'l1lon1 of paragraph (1) of this subsection (c), to 
act u trustee. whether under an Indenture or otherwise; 

.· (II) t.en. percent oiJmore of th~ votins eecurltiea of the Truetee 
la bene~clall:v owned el&er by the Company or by any director, part
ner, or executive officer thereof, or twenty percent or more of such 
votinr eecurltiea 11 beneftclall:v owned, collectively, . by any two or 
more of.such peraons; or ten percent or more of the voting securltlea 
of the Trustee la beneftclally owned either by an underwriter for the 
Company or by any director, partner, or executive olflcer thereof, or 
i1 beneftciaU:v owned, eollectlveJ:v, by an:v two or more such penons; 

(8) the Truetee 11 the beneftclal owner G:i or bolds u collateral 
eecurlty for an obligation which II In default, (A) five percent or 
more of the. voting. securities, or ten percent or more of any other 
c1au of aecurlty, of the Company, not lncludlns the Notea luued 
under this Indenture and securities Issued under any other Indenture 

o under which the Trustee is also trustee; or (B) ten percent or more 
of any class of security of an underwriter for the Company; 

(7) the Trustee ls the beneflcial owner of, or holds as collateral 
security for an obligation which is In default, five percent or more 
of the voting securities of any person who, to the knowleclre of the 
Tfu1tee, owns ten percent or more of the voting securities of, or 
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controls dir.ctly or indirectl)' or la under direct or indirect common 
co'1'°1 with, the Company; 

(8) the Trustee la the beneftcial owner of, or holds u collateral 
1MCurity for an obll1ation which la in default, ten percent or more 
of .n,· cluii of security of any penon who, .to the knowledp of the 
Trutee, owna &O percent or more of the votins 1eeurlties of the 
CompaJIJ'; or 

" 
(9) the Trustee owns on May 16 in any calelic'JU" year, in the 

capacity /!_f. executor, ~Jstrator, testamentary or inter vivos 
I ~. ,_,_ . -

truetae;'&iiardfan,. committee or couervator, or in any other similar 
capacity, an qrrept.e of 26 percent or more of'the votlQ aecurities, 
or of any clua of HCurity, of any person, the beneflcial ownenhip 
of a speclfted percentap of which would hive Constituted a conftictins 
interest under paralJ'aph (6), (7), or (8) of thla subsection (c). 
All to .&111' 1uch securities of which the Trustee acquired ownership 
~Ulh beeomlnr executor, 1dminlatrator, or testamentary trustee 
of &ll. estate which included them, the provllliona of the precediq 

,_ 1entence shall not 1pply, for a period of two years from the c!ate of 
. such acqulsltion, to the extent that such securities included in such 
eatat.e do· not uceed 26 percent of 1uch votin1 securities or 26 per
cent of any 1uch clua ~·aecurlty. Promptly after May 16 in each 

// - \:) 

calendar y~, th• Trustee shall make a check of ita holclinp of such 
securities in any of the above-mentioned capacities as of such May lli. 
If the Company falls to make. payment in full of principal of or 
interest on any of the Notes when and u the same becomes due and 
pay~e, and such failure continues for 80 da:va thereafter, the Trus
tee sbn make a prompt check of its holdi11111 of auch securities in 
any of the above-mentioned capacities u of the date of the expiration 
of auch So:;d1y period, and after auch date, notwithstandlns the fore
roinl provilliona of thla parqraph (9), all such aecuritles ao held 
by the Trustee, with iiole or joint control over such securities vested 
in it, ahall, but only ao Ions u auch failure shall continu" be con
sidered u thou1h beneftcislly owned by the Trustee for the purposes 
of pai•qrapha (6),(7)and(8) of this subsection (c). 

il' ' ,. 

The apeclftc:ationa of percentasea in parasrapha (Ii) to (9)' lnclullive, 
of thla subeection (c) ahall not be conatrued as indicatins that the owner
ship of auch pen:entqel of the 'lecuriti~ of a penon la or la not neceuary 

/08 

ii 

• I 



·_ ', 

• 

• ' -,, ' 

• 
" 

• 
L'. 

I 

•• 
I 

• .· 

• 
:f> • 

• 

• 

(/ 

llO 
,.,,, 
'·'./ 

or iilfrlclent to constitute direct or Indirect control for the purpolel of 
pararraph (8) or (7) _of this 1ubaectlon (c). 

For tbe purpoaea of parairraphs (6), (7), (8) and (9) of this sublec· 
tlon (c) only, (A) the terms "aecurlty" and "securities" shall Include on17 
1uch 11euritiea as are pnerally known aa corporate securities, but shall 
not Include any note or other evidence of Indebtedness iuued to evidence 
an obliptlon to repay moneys lent to a person by one or more banks, 
trUlt companies or bankinr firms, or any certlflcite of intereat or partici
pation In aey· 1uch note or evidence of lndebtedneaa; (B) an obllratlon 
ahai1 be deemed to be In default when a default In payment of principal· 
lhall have continued fol' thirty days or more and shall not have been 
cured; and (0) the Trustee ahall not be deemed to be .the owner or holder 
of (i) any 1ec~rity which it holds as collateral security (as trustee or 
oth9"riff) for an obliratlon which Is not In default aa defined In clause 
(8) above, or 01) MY security which it holds as collateral security under 
thla Indenture, Irrespective of any default hereunder, or (iii) any aecurity 
which It holds as agent for collection, 01· as custodian, escrow ar11nt, or 
dlPOlitary, or in. any simila;.J'epresentative capacity. . . . 

Except u provided lAbove, the word "security" or "securities" u 
Uled in thi1 Indenture ehill mean any note, 1tock, treasury ltock, bond, 
debenture, evidence of ·indebtedneli, certificate of interest or participation 
In aey prolt-aharinr arreement, collateral-trU11t certificate, preorraniza· 
tion certificate or subacription, t1·auferable,,ahare, investment contract. 
votln:r·trlllt certlftca~. certificate of depoait for a 11Curit)', fractional 
U!ldlvided Interest In oil, ru or other mineral rirhts, or, in reneral, any 
lntenlt or 1n1trument commonly known aa a '.'.aecurity", or any certificate 
of lnte1'11t 01· participation in, tempora1-y or Interim certificate for, receipt 
for, parantle of, or warrant or rirht to 1ubscribe to or purchase, any 

of th• for110inr. 

(d) For the purposes of thl1 Section 7.08: 

(1) The term "underwriter" when used with reference to the 
Campany ahaU.mean every person who, within three years prior to 
the time aa of which the determination is made, baa purchased from 
the. CClmpauy with a view to, or haa offered or hu sold for the 
Company In connection with, the diatribution of any security of the 
Company outstlndinr at such time, or has participated or haa had 
a direct or Indirect participation i~ any such undertakiq, or bu 
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participated or bu had a participation In the direct or Indirect under
'Wr!tlq of an)' euch undertaldnr, but euch terme ehall not lnelude a 
peraon whOM lnterelt wu limited to a commlulon from an under-

. wrltar or dealer not In exceu of the ueual and customary dl1trlbutora' 
or llllen' commlulon: 

(2) The tarm "director'' ehall mean aDJ director of a corpora. 
tion or a111 Individual, performlq elmilar function• with reepect to 
an)' orpniutlon whether Incorporated or unincorporated. 

(8)''Tha term ''penon" ehall mean an individual,~ corporation, 
a .partnenhlp, .an auoclatlon, a joint.stock comp&111, a trumt, an 
unincorporated orpnlution, or a rovernment or political aubdlvlalon 
thll'IOf; Aa. uaed In this. paragraph,, the term "truat" shall lncude 
on)y· a truat where. the lnterelt or .lntereete of the beneftciar1 or 
blnaftclariea are evldenctd by a aecurlty. 

(~) Thl9 tarm ''votlq aecurlty'' ehall mean aDJ eecurlty pres
tntlf liltitllq the owner or holder thereof to vote In the direction or 
manaaement of the atralra of a person, or any aecurii;y luued under 

. - - ~ or pllrauant to aDJ trust, ll'l'ffment or arraqemen~,;. whereby a 
trustee or truateil or qent or lpnte for the owner or holder of 
auch aecurlty are .presently entitled to vote In the direction or i'nan
apment of .the atralre of a penon. 

(II) The term "Company" shall mun any obliror upon the 

Notes. 
(8). The term "executive ofllcer" shall mean the prellident, 

every vice president, every trust ofllcer, tlie cuhier, the eecretary, 
and the treaeurer of a corporation, and any i11dividu11J cuetomarily 
perfonnlq almllar functions with respect to any oraanizatlon 
whether incorporated or unincorporated but ahull not include the 
chairman of the board of directors. 

The percentages of votinr 1ecuritie1 and other secu1·ities epecifted 
In thil Section 7.08 ehall be calculated in accordance with the following 

provialona : 

(A) A specified percentare of the voting securities of the True
tee, the Company or any other perAon referred to in this Section 
7.08 (each of whom is referred to aR a "person" in this pararraph) 

" -, ,' 

//0 



• 

• 

• 

• 

• 

•• 

• 

• 

•• 

. ' 

(D) The t.erm "outatandllll'~ means l11ued and not held b:r or 
for the account of the luuer. The follo'i" ina aecurltlea 1hall not be 

,. - ;.:-/ -
d111111d outatandlnr within the meanina of thll deftnltlon: 

(i) 11eurltl11 of an luuer held In a ainkinr fund relatlnr 
to 11euritl• of the luuer of the 11111e clue; 

(Ii) aecu~tlea of an luuer held in a 1inklna fund relttlna 
to another clue of 1eeurltlea of the luuer, if the obllptlon 
evidenced b:r 1uch other clue of eecurlties 11 not in default u to 
principal or lntereat or otherwile: 

(Iii) aecuritl• pledred b:r the luuer thereof 11 l.ecurlty 
for an obliptlon of the luuer not in default 11 to prlnclpal or 
lnterut or othenriae: or ' , 

(lv) eecurltlu held in MCrOW if placed in eacroV.: by the 
iuuer thereof; 

pnvidtd, howwer, that 111.Y votina securities of an iaauer shall be 
deemed outstanding if any per10n .other than the luuer ll entitled to 
exll'Ciae the votinr rirht.'1 thereof. 

.. iv.41 
(E) A 1ecur1t:y shall be deemed to be of the .. me clue 11 

another aecurlty if 
1
both eecurlties confer upon the hokier or holden 

thereof aubstantlally the same rlrhta and privileres, pi·ovided, Aoto· 
"'"'• .that in the cue of secured evidences of· indebtedness, all of 
which are laued under a 1inrle ·indenture, differences in the Interest 
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rate. or maturity date. of various series thereof shall not be deemed 
aumctent to constitute such aeries dltrerent cluaea· and protlided, 
/11ftAw, that, In the cue of unaec11red evidences of lndebtedneas, 

. dltrtn11ces In the Interest ratea or maturity datea thereof ahall not 
be deemed 1uftlclent to constitute them securities of dltrerent claues, 
whether or not th91 are luued under a alnale lDdenture. 

Slc'noN 7.09. Eligibilitr of Tt"llltn. The Trustee hereunder 1hall at 
all tlm• be a corporation orpnlzed and dolq business ull'der the laWI of 
the 'United Statee 'Of America or of any State or Ter1itoey or of the Dis
trict of Columbia, which (a) 11 authorlnd under such laws to exercise 
corporate truat powen, and (b) II subject to 1upervl1lon or examination 
"1 Federal or State authority and (c) shall·have at all times a combined 
capital and aurplua of not leu than ten million dollara. If 1uch corporation 
pub!~ reports of condition at leaat annually, pursuant to law, or to the 
requlrtlllentl' of the afore111ld 1upervisiq or ex11mining authority, then 

'tor tha purpona of thl1 Section 7.09, the combined capital and surplus of 
such corporation at any time shall be deemed fo be its combined capital 
and 1urplu11 all Mt forth In Its moat recent report of coll'dltlon so pub
lished. In cue at any time the Trustee shall ceaH to be elfrible in accord
ance with the pro\'1slons of this Section 7 .09, the Tru11tee shall resirn 
immediately in the manner and with the eft'ect'·'~pecifted In Section 7.10. 

\ 
SllJCTION 7.10. Ruigtllltion or R""oval of Tr1~t11. (a) The Trustee, 

or an.v trustee or trultMI hc;ufter appointed, m11y at any tlmo resign by 
lfvlnr written notice of realrnatton to the Company and by malllnr notice 
thereof to the holrlera of Notea at their addresses as they shall appear on 
the relfatr1 booka of the Company. Upon receiving auch notice of resig
nation, the Company 11hall promptly appoint a auccessnr trustee by written 
Instrument, in duplleate, executed by order of the Board of Directors of 
the Company, one copy of which Instrument shall be delivered to the 
l'lllrnlnr Truatee and one copy to the 1ucceaaor trustee. If no aucceuor 
trustee 1hall have been so appointed and have accepted appointment 
within 80 dap after the mailinr of 1uch notlee of resignation, the reslrn
inr Trustee may petition any court of competent jurisdiction. for the 
appointment of a succeuor trustee, or any Noteholder who has been a 
bona ftde holder of a Note er Notes for at least six months may, aubject 
to the provi1lon1 of Sictlon 6. 09, on behalf of hi11111elf and all othara 
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1lmllar)f lltuatecl, petition 1111 1uch court for the appointment of a 1uc
ceuor truatee. Such court may thereupon, after 1uch notice, If any, u it 
11111· ·deem proper and p~rlbe, appoint a 1ucceuor trustee . 

(b) In cue at anr time 1111 of the followins 1hall occur-

(1) the TrultM aball fail to comp)f with the provlllo111of1ub-
11Ctio1:1. (a) of Section 'I.OB after written request therefor by the 
Companr ar bf any Noteholder who bu been a bona ftde holder of a 
Note or Notes for at leut 1lx month•, or 

(2) the Truitee 1hsll cean to be elllfble In accordance with thti 
,-•\ 

provi1lon1 of Section 'l.09 and llhall fail to realm after written re-
queat therefor bf the Company or by anr auch Noteholder, or 

(8) tbe Trustee llhall become incapable of actin&', or ahall be 
adjudpd a ba1lkrupt or Insolvent, or a receiver of the Trustee or 
of ltl property 1hall be appointed, or any public nftlcer 1hall take 
c'llafp or control of the Tl'Uatee or of lta property or afl'airll for the 
pul'liiiee of rehabilitation, conservation or liquidation, 

thell, In any 1uch case, tile Ciompanr may remove the Trustee and appoint 
a 1ucceuQr tru1tee by written Instrument, In duplicate,, executed by order 
of the Board of Directors. of the Company, one copy of which l111trument 
llhall be dellvtred to the Trustee ao removed and one copy to the 1ucceaaor 
truetee. or, 1ubJect to the provillo111 of Section 8.09, any Noteholder who 
bu been a bona ftde holder of a Note or Note. for at leut lix months 
lllQ', on bllhalf 9f himself and all others llmllar)f lituated, petition any 
court of competent Jurisdiction for the removal of the Trustee and the 
appointment Of a 1ucceuor trustee. Such court may thereupon, after 1uch 
notice, If any, u It may deem proper and preacrlbe, remove the Trustee 
ilnd appoint a 1ucc1110r trustee. 

(c) The holden of a majority In anrerate principal amount of the 
Notel at the time outatandin&' may at anr time remove the Trustee and 
nominate a 111ccesaor truatee by written notice of 1uch action to the Com
p.ny, the Trustee and the 1uccesaor truatee which shall be deemed 

" appointed u. 1ucceuor tru1tee unleu within ten d1111 after 1uch nomina-
tion the ComPln1 obJecta thereto. In which cue the T1'uatee 10 removed 
or any Noteholder, upon the terma and conditions and otherwlae u in 
aubaection (a) of thl• Section 'l.10 provided, may petition 1117 court of 
colllpetent Jurl1dlctlon for the appointment of a 1ucce&10r trustee. 
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' (d) Any reslrnatlon or removal of the Trustee and any appointment 
f of a 1ucceaor truatee pursuant to any of the provisions of thl1 Section L , 

'l.10 1hall become e1rectlve upon acceptance of appointment by the 1uc-• t 
~ Cllloz: truatee u provided In Section 'l.11. 

• s ,, 
SllCTION 'l.11. Aeceptc,11ce b11 S11cc111or Tniatee. Any 1ucceuor trus-~" 

tie appointed u provided In Section 'I.to ahalr'execute, aclmowledp and 
dallvv to the Company and to !ta predeceuor true an inltrument 

• aceeptlq auch, appointment hereunder, and thereupon the resignation or 
~··'/ 

removal of the predeceuor trustee llhall become elrectlve and 1uch 1ucceuor ,~/ 

truat.ee, without any further act, deed or ciln,erance. ahall become vested 
with all the rlrhtl, powera, dutlee and obliptlons of ita prec!eceesor h~ 
under, with like e1rect as if ~ririnally named u truetee herein; but, •) 

i:aeverthelMI, on the written requeet of the Company or of the eucceesor 
mi.tee, the truetee ceuiq to act ahall, )l~.,.._payment of any amountl! 

~ . ,_, 
then due'lt punuant to the provf1lona of &:ctton 'l.08, execute and dellver 
an lnatrument transferriq to 1uch 1ucceuor trustee all the rlghta and 
powera of the tru1tee 110 cee1llll' to act. Upon request of any such Rucceesor Cl 

trultet, the".company shell execute any end an lnstrumenta in writing in 
order more fulb· and certainly to vest In and conftrm to such 1uccessor 
trustee all 1uch rlahta and powers. Any trustee ceaeing to act 1hall, never-
theleea, .retain a lien upon all property or funds held or collected by 1uch 
trultce to aecure any amounts then due it pursuant to the provflllons of 
Section 'l.08. ·.· 

No aucce.uor trustee 1hall accept appointment u provided In thia 
Section 'l.11 unleu at the time of such acceptance such successor trustee 
shall be qualified under the provl1lons of Section 7.08 and elirlble under 
the provi1lona of Section 7;09. " 

Upon acceptance of appointment by a 1ucceaor trustee u provided In 
thl1_,Sectlon 'I .11, the Company llhlll mall notice of the aucceulon of such 
truatee hereunder to the holders of Note. at their addreues u they shall 

' . appear on the rerlstry books of the Con1pany, If the Company falls to 

• 'mail auch notice wi~ln ten days after the acceptance of appointment by 
the 1ucceuor trustee, the 1uccts110r truetee 1hall cauae 1uch notice to be 
malled at the expense of the Company. 

S'ECTION 7.12. S11ccalioa b11 MtJf'gtJf', etc. Anl· corporation into which 

t the Truatee may be meraed or converted or with which it may be conaoli-
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dated, or Ul1 corporation reaultinr from any merrer, converlion or con-
10lidatton to which the Tr'ultee 1hall be a party, or allY corporation 

·' *u.,....,tn1 to the Corporate truet buelneu of the Trultee, shall be the 
... 'auce111or of the Trulitee hereunder, provided 1uch corporation 1hall be 

quatlfted \lnder the provlalou of Section 'I .OB and elir!ble under the pro-
vlllona of Section 'l .09, without the uecution or ftlinr of any paper or any 
further act on the part of any of the partlee hereto, anythlnr herein to 

the contrary notwithatandlq; 

SlcTlON '1.18. LitnifaffoR Oil Rigllta of Tr111tee 111 Ct•editilr. (a) Sub
ject to the provl1lon1 of aublectlon (b) of this Section 7.18, if the Trulltee 

ii ahall be or ahall become a creditor, _directl7 or Indirectly, secured or uue
. C)lrtd. of the Company or of any either' obllror on the Notes within four 

montha prior to. a default, u deftned In sublectlon (c) of this Section 7.18, 
or aablequent to' auch default, then, unleu and until 1uch default shall 
be cund, th• Truatee ahall aet apert and hold In a special account for the 
blneftt of the Tl'Ulltee Individually, the holden of the Notu and the holders 
of otmr l~denture•HCurltlea (u deAned In aublectlon (c) of thi1 Sec-

tion 7.18) ,' 
(1) an amount equal to any and all reductiou In the amount 

due and owln1 upon any claim aa such credltoJ'. In respect of principal 
or lnterelt. etrected after thi bealnnlnr of 11uch four month period 
and valid IA apinst the Company and Its other credltora, except any 
auch reduction reaultln1 from the receipt or dlspoaition of any prop
ertJ deacrlbed In parqraph (2) of this aubsectlon (a), or from the 
exerclM of any rl1ht of aet-olr which the Trustee could have exer
clMd if a petition in bankruptcy had been filed by or arainat the 
ComJ11111 upon the date of 1uch default: and 

(2) all propertJ received by the Truatee in respect of any claim 
u auch creditor, either u aecurlt)' therefor, or In satisfaction or 
compo1ltlon thereof, or otherwln, after the berlnnl~ of auch four 
month period, or an amount equal to the proceeds of any such prop
ertJ, If dlapoeed of, aubject, h::wever, to the rl1hta, if any, of the 
Company and, !ta other credltora In 1uch property or such proceeds. 

,, -11 0 Nothlnr h~in contained, however, shall affect the rlrht of the 

Trulltt 
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(A) to retain for its own account (I) payments made on ac~ount 
of &111 1uch claim by a111 peraon (other than the Company) who 11 
llabi. thereon, and (II) the proceeda of the bona ftde aale of any auch 
elalm bJ the Truat.ee to a third peraon, and (Iii) diatributlona made 
ID caah, aecurltiea, or other property in reepect of claim• filed aaaln!t ,, 
the ComPUl1 In benkruptcy or recelverahip or In proceedinp for 
:norpnizatlon purauent to the National Bankruptcy Act or applicable\ 
State law; . c '.

1 

(B) to reallzei for, ita own acc0ilnt, upon 1111 property held by · 
It u HCurltJ for 1111 auch claim, If 1uch property wu ao held prior 
to the bQlnni111 of 1uch four month period; 

(C) to realise, for its own account, but only to the extent of 
the claim hereiDAfter mentioned, upon 1111 property held by It u 
MCUrltJ for a111 1uch claim, If 1uch elalm waa· created after the 
tiqlnnfq Of IUch four month period and SUCh property WU received 
u HCUritJ therefor almultaneouily with the creation thereof, and 
If the Trustee 1hall sustain the burden of provina that at the time 
1uch property wu ~o received the Truatee had no reaaonable cause 
to believe that a default u deftned ID aubeeetion (c) of thla Sec
tion 7.13. 1'0uld occur wit.\in four months; or 

(D) to receive PQment on a111 claim referred to In parasraph 
(8) or (C), aplut the releaae of any property held as aecurlti'for 
1uch daim u provided In 1uch parasraph (B) or {C). u the caae 
11111 be, to the extent of the fair value of au ch property. 

For the purposes of parqrapha {B), {C) and (D), property 1ub-
1tltutlcl after the bcainnlna of such four month period for property held 
u ..curlty at the time of auch subatltut!on aha!!, to the exte.nt of the 
fair ftlue of. the property releued, have the ume 1tatu1 u the property 
releued,. and, to the extent that.'anf daim referred to in 1111 of such 
perqraphl ii created In renewal of or In subetltution for or for the pur
poae of repayiq or refundina any preexiltiq dalm of the Trustee u 
auch cnditor, auch dalm. aha!! have the aan:ie 1tatu1 u auch preai1tin1 
claim. 

If the Truatee ahall be required. to account, the funds and property 
bllcl In auch apeclal account and the proceeda thereof shall be apportioned 
beht 1111 the Trultee, the Noteholdera and the holders of other indenture 

t • , . 
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HClil'ltfea In 1uch manner that the Trustee, the Noteholdera and the holder• 
of other bldenture aecurltiea realize, u a reault of pa:ymenta from auch 
!lpeC!al aceount and pa:ymenta of dividends on claims filed aaainat the 
ComPPJ In ~ptcy or receivership or In proceedinp for reorpniza
tlozi p~nuant to applicable law, the aame percentare of their respective 
clalma, lrured before creditinr to the claim of the Trustee anythlnr on 
account of th• receipt by It from. the Company of the funds and property 
In 1uch apecial account and before creditinr t:> the respective claims of 
the Trultee, the Noteholdera and the holders of other Indenture eecuritiea 
dlvldenCla on claims filed apinet the Company in bankruptcy or reeeiver
llhlp or in proceedinp for reorpnlzation pursuant to applicable law, but 
after credltlna thereon receipta on account of the Indebtedness repreaented 
by the reapectlve claims from all aourcu other than from euch dividends 
and from the funds and property IO held In such special account. Aa used 
!n thi1 paragraph, with .respect to any claim, the term "dividends" ehall 
Include any diatributfo.~ ·;:with respect to euch claim, in bankruptcy or 

)l;~.\· ·.-.·. \f•" ;.: 
recelveralilp or in proceedlnp for reorpnizatlon purauant to applicable 
law, whether such dl1tribution la m11de in cash, Pecuritiea, or other prop. 
ll't)', but lhall not Include any such distribution with respect to the. 
aecured port!!ln, If any, of 1uch claim. The court in which such bank
ruptcy, receiver1hlp, or proceedinr for reorpnization ia pendina ehall r . _. 
have jurisdiction (I) to apportion between the Trustee, the Noteholdel'll 
and the holdCl'.'I of other indenture eecuritiea, In accordance with the pro
villons of thil parag1·nph, tho funds and property held in euch epecial 
1&ccount and the proceeds thereof, or (ii) In lieu of such appo1-tionment, 
'fi whole or in part, to give to the p1·ovi1ions of this paragraph due 
con1ideration in determining the fal1-ness of the diatrloutiona to be 
made to the Tru~tce. the Noteholders and the hoklera of other inden-

.· ture aecuritiu with respect to their respective claims, In which event it 
lhall not be necesaaey to liquidate or to appraise the value of any eecurl
tlu or other property held in such special account or u security for any 
euch claim, or to make a epeciftc allocation of euch distributions u between 
the eecured and unsecured portiona of such .claims, or otherwise to apply 
the provisions of this par11ri:aph u a mathematical formula. 

Any Truetee who hu ruirneci or been removed after the beginning 
of euch four month period ehall be subject to the provisions of this sub
aectlon (a) u though euch reairnatlon or removal had not occurred. If 

,, 
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Ul1' Trustee hu realped or been removed prior to the berinnlnr of such 
four month period, It lhall be subject to the proviaiona of thil aublection 
(a) If and onlf it the followinr conditiona exiat: 

(I) the receipt of property or reduction of claim which would 
have riven rile .to the obligation to account, if such Trustee had 
continued u trustee, occurred ~ the berinninr of such four 
month period; and 

(II) 1uch receipt of property or reduction of claim occurred 
Within four month• after auch reslrnation or removal. 

(b) There lha11 be excluded from the operation of subaection (a) 
of tbla. Section '1.18 a creditor relatlonahip ariafq from 

(1). the ownerlhip or acqul1ltlon of lk~urltlea iaued under any 
indenture. or any aecurlty or aecurltlea havinr a maturity of one year 
or mo,re at the time of acqul1itlon by the Trustee; 

(2) advance. authorized by a receivenhip or bankruptcy court 
of. compBtent ju~iction, or by thil Indenture, for the purpoae of 
prtlln'inr any property 'wJµch lhall at any time be 1ubject to the 
litn. of thl1 Indenture or of dilcharrlq tax liens ror other prior liens 
or· encumbrances thereon, it notice of such advance and of the cir

. cumatancu 1urroundinr the makin~ thereof 11 riven to the Note-
holden at the time and in the man~~ provided in this Indenture; 

(8) dilburaements. made in the ordinary course of bualnea in 
tlie capacity of trustee under an indenture, transfer agent, reri1trar, 
cuatodlan, paying agent, f!Acal agent or depositary, or other similar 
capacity; 

(4) an indebtednea created. as a result of services rendered or 
'Pnmlael rented; or an Indebtedness created 11 a result of roods or 
aecuritles sold in a cash transaction as· defined in subsection (c) of 
thl1 Section '1.18; 

(Ii) the ownership of atcick. or of other liecuritles of a corporation 
orranized under the provisiona of .Section :?Ii (a) of the Federal 
Rllerve A.ct, al amended, which is directly iir indirectly a creditor of 
the Compan:v; or ,, 

(6) the acquisition, ownership, acceptance or negotiation of any 
draftl, bllla of exchanp, acceptances, or obllgationa which fall within .'.\ 

c. . 
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the clll&i1lcatlon of 1elf-Jiquldatlnr paper aa deftned In aubsectlon (c) 

of thla Section '1.18. 

(c) Al uaed In. thla Section '1.18: 

(1) The term "default" aliall mean any failure to make payment 
In full of tbe principal of or intere1t upon any of the Not.ea or upon 
the other )ndenture securltlea when and aa 1uch principal or interest 
becomea4uli& and pqable. ,, 

>' - ,. 

(2) The term "other indenture 1ecurltlea" shall mean aecuritles 
upon which the Company la an ci~Uror (aa deftned In the Truat 
Indenture Act of 19311) outatandiq under any other indenture (A) 
under which the Trustee I.a also truatee, (B) which contaim provialom 
1ubatanti1U1 1imll1r toc:Jhe "provi1ion1 of eubsectlon (a) of thla Sec
tloll '1.18, and (C) under which a default exists at the time of the 
apportionment of the fun<ls and property held In uid epecial account. 

(8) The.term ''cash tranaaction" ehall mean any tranaaction in 
which full payment for goods or securities aold is made within seven 
dafl after delivery .of the rooda or aecuritiea in currency or in checks 
or other orders drawn upon banks or bankers .and, payable upon " -11 

demand. " 

( 4) , The term "aelf-liquidatinr paper'' ehall mean ·any draft, bill 
of exchangf., acceptance or obligation which la made, drawn, nero
tiated or incurred by the Colllpany for the purpose of ftnancing the 
purcha1e, procC111ing, manufacture, shipment, storage or aale of roods. 
wares or merchandise nnd which 11 aecured by documenta evidencing 
title .. to, possession of, o.r a lien upon, the lf(IOlla, warea or merchandise 
()r the receivables or proceeds arisinr from the. llale of the roods, 
warea or merchandise previously con1titutiD1 the security, provided 
the secufitr is received by the Trustee simultaneously with the crea· 
tion of the creditor relationship with the Company arisinr from the 
malting, drawin~, negotiatinr or incurriq of the draft, bill. of , 
exchange, acceptance or obligation . 

" (5) The term "Company" ahaU mean any obligor upon the Notes. 
$ .. 

SBCnON '1.14. .411thenticating Arent. So long as any of the Notee 
remain outstandiilg, there may be an authenticating agent appointed by ~ 
the Truatee to act on lta behalf and subject to its direction in connection 
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' with the authentication of the Not.ea aa aet forth in Articles Two and 

Three. Such authenticatinr agent ahall at all times be a corporation 
orpniAd and dolnr businw under the lawa of the United Stat.ea or of 
an1 State or Territory or of the District of Columbia, authorized under 
aueh Jawa to act as authenticatinr agent, havinr a combined capital and 
aurplua of at least ten .million dollars, and being subject to aupenision 
or examination by Federal, State, Territorial, or District of Columbia 
authority and; if there be auch a corporation willing and able to act as 
authentica~. apnt on .reasonable and customary terma, having ita 
principal office and place of business in the City of New York. If such 
corporation 11ubllahu reports of condition at least annually, pursuant to 
law or to the requirements of the aforesaid super\"ising or examining 
author!t)-, then for the purpoaes of this Section 7.14 the combined capital 
and 1urph1s of auch corporation shall be deemed to be its combined 
capital and aurplus as aet fol1h In. its most recent report of condition so 

publllhld. 
Any· corp0ration into which any authenticating agent may be merpd 

or converted or with which it may be consolidated, or any corporation 
resulting from any merpr, conversion or consolidation to which any 
a.uthentlcatlnr agent ahall be a party, ·or any corporation succeeding to 
the corporate apncy busineas of any authentie&tinr agent, shall continue 
to. be the authentlcatinr agent without the execution or filing of any paper 
or any further act on the part of the Trustee or the authen:icatlnr apnt . 

Any authenticatlnr agent may at any time resign by givin"' writt. , 
notice of resirnatlon to the Trustee and to the Company. The T: ... dtte may 
at anr··tlme terminate the agency of any authenticating agent by giving 
written . notice of termination to such authenticating arent and to the 
Company. 'qpon receivlnr auch a notice of resignation or upon such a 
termination, or . In case at any time any authenticntinr agent shall cease 
to be elir!ble In accordance wi~h the provisions of this Section 7.14, the 

· Truatee promptly shall appoint a successor authenticating agent, ahall give 
· written notiee of such appointment to the Company and shall mail notice 
of 1ueh appointment to all holden of Notes as the names and addresses of 
auch holders appear upon the register. Any successor authentieatinr 
... nt upon acceptance of its appointment hereunder shall become vested 

.. · with all the rights, powei·s, duties and responsibilities of ila predecessor 

12.0 
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hereunder, with like effect 'u if orlainally named aa authenticating agent 
henln. No 1ucceuor authenticating apnt shall be appointed unless eligible 
under the provialona of thil Section '1.14. 

~:Trut- qreea to pay any authenticating asent from time to 
time reuollable eompenaation for its services, and the Tr.istee 1hlll be 

· · entitllld to be reimbursed for _1uch payments subject to the . provisions of 
Section '1.08. The authenticating apnt shall have no responsibility or 
llabllil;J for any· action taken by it u such at the direction of the Truttee. 

0 

ARTICLE EIGHT. 

CONCERNING THE NOTEHOUIERS • 

SllCTION 8.01. Action .bv Nr>tel&oldwa. Whenever in thil Indenture 
lt la provided that the hoklen" of a specifttd percentage in aggrepte 
principal amount of the Notes may take any action (including the making 
of any demand or request, the living of an:v notice, consent or waiver or 
the taking. of any other action) the fact that at the time of taking any 
1uch action the holden of such. specified percentage have joined therein 
mq· be evidenced (a) by any instrument or any number of instruments 
of limllar tenor executed by Noteholders in person or by agent or proxy 
appointed ln writing, or (b) by the record of the holden of Notes voting 
ln favor thereof at an:v meeting of Noteholders duly called and held in 
accordance with the provlaions of Article Nine, or (c) by a combination 
of 1Uch iutrument or Instruments and an:v such record of such a meeting 
of Noteholdera. 

Sll:TION 8.02. Proof of E~ecution bv N ote"lwldera. Subject to the 
provlllou of Sections '1.01, '1.02 and 9.06, proof of the. execution of any 
inltrument by a Noteholder or hl1 1pnt or. proxy shall be sullicient if 

· made In accordance with such reuon1ble-rules and regulations u may be 
preacrlbed by the Trustee or in such manner u shall be satisfactory to 
the Truttee. The ownership_ of Notes shill be proved by the registry books 
of the Company or by a certificate of the Note registrar. 

The record of any Noteholclen' meeting shaUbe proved in the manner 

provided In Section 9.08. 

l 2.1 
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S.moN 8.08. WAo Ar• Deemed Ab1olut1 01iine1'1. The Company, 
the Trustee. any authentlcatinr agent, any paying agent and any Note 
~ 11111 deem the person In whose name auch Note ahall be reiri• 
tered upon the book• of the ComJ,>&ny to be, and may treat him u, the 
ablOlute owner of 1uch Note (whether or not such Note shall be overdue 
and notwlthstlndlq any notation of ownership or other wrltinr thereon) 
for the·~ of ncelvllll' payment of or on account of the principal of 
and, aubject to Section 2.08, Interest on such Note and for all other pur
poaes; and neither the Company nor the Trustee nor any authenticatinr 
apnt nor any .payinr arent nor any Note rertstrar shall be affected by 
any notice to the. contrary. All such payments so made to any holder for 
the time beinr, or upon hia order shall be valid, and, to . the extent of the 
1um or 1um1 eo paid, effectual to 11tl1fy and discharge the liability for 
mon111 pqable upon any such. Note. 

·' 
SZC'nON 8.04. Compa11r-Ovmld Nota Diaregard11d. In determining 

whether the hoklera of the requisite an1-egate principal .amount of Notes 
have concurred in any direction, co~nt or waiver under this Indenture, 
Notes which are owned by the Company or any other obligor on the Notes 
or b)' any peraon directly or Indirectly controllinr or controlled by or under 
direct or indirect common control with the Company or any other obllror 
on the Notes shall be diarerarded and deemed not to be outstandiq for 
the. purpoae of any such determination: pr011ided that for ·the purposes of 
determinlnr whether the Trustee shall be protected in relyinr on any auch 
direction, conaent or waivv only Notes which the Truotee knows are 10 

owned 1hall be 10 diarerarded. Notea 10 owned whi~~ have been pledred 
in rood faith may be reprded u outstandlnr for the purposes of thla 
Section 8.04 ff the pledree ahall establish to the aatlsfactl!ln ·of the Tru• 

· tee th.• pledree'a rirht to vote auch Notes and that the pledrea la not a 
peraon directly or indirectly controlllnr or controlled by or under direct or 
Indirect common control with the Company or any auch other obllror. In 
the case of a dispute as to such rirh~ reliance upon the advice of counsel 
in connection ~with any decision shall be full protection to the Trustee . 

SECTION 8.0&. Revoeclti!m of COMentl; FutUl'll Holden Boultd. At 
any time prior to (but not after) the evldencinr to the Trustee, as pro
vided In Section 8.01, of the taking of any action by the holden of the 
percentage in anrerate principal amount of the Notes specified in thll 
Indenture in connection with such action, any holder of a Note the num-

0 .. 
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her, letter or other dlatiJlllliahina 11111bol of which ii ahown by the evidence 
to be Included in the Note. the holden of which have comented to 1uch 
action may, by ftlins written notice with the Trustee at ita principal o111ce 
and upon proof of holdlna as provided in Section 8.02, revoke 1uch action 
10 far u concern• 1uch Note. Except u aforesaid any 1uch action taken 
by, tht holder of any Note ahall be conclusive and blndina upon 1uch holder 
and upon all future holden and ownen of 1uch Note and any Note. which 
may be iuued in exchanp or 1ubltltutlon therefor, lrres~tive of whether 
or not any notation in reprd thereto ii made upon such Note or 1uch 
other Note. 

ARTICLE NINE. 

NOTlllOLDDS' llfaTINGI. 

SECTION 9.01. Pilf'fl"lll of Meltin11. A meetiq of Noteholdera m17 
be cailed at any time.and from time to time punuant to the provillona of 
thla Article Nine for any of the followinr purpos•: 

(1) to rive any notice to the Company or to the Trultee, or to 
rive any dlrectlona to the Truatee, or to consent to the walviq llf any 
default hereunder and lta consequencu, or to take any other action 
authorized to be taken by Noteholden pursuant to any of the pro-
villons of Article Sbc; ·· 

(2) to remove the Trustee and nominate a 1ucceaaor trustee 
pursuant to the provlliona of Article Seven; 

(8) to consent to the execution of an indenture or indentures 
1upplemental hereto punuant to the.proviliona of Section 10.02; or 

(4) to take any other action authorized to be taken by or on 
behalf of the holdera of any 1peclfted arrreaate principal amount 
of the Note. under any other provillon of thi1 Indenture or under 
applicable law. 

Sl'lCTION 9.02. CaU of Meetin11 fir 2'n11tee. The Truatee may at 
any time cnll a meeting of Noteholders to take any action specified In 
Section 9.01, to be held at such time and at aµch place In the City of 
Cle~eland, County of Cuyahoga, State of Ohio, u the Truatee ahall deter
mine. Notice of every meetlna of the Noteholders, eettlna forth the time 
and the place of auch meetlnr and In reneral terms the action proposed 

::;; 
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to be. taken at 1uch meetlnr, llhall be malled to holden of Notea at their 
addnuel u they 1ball appear on the reriatry booka of the Company. Such 
notice llhall be malled not teu than 20 nor more than 90 day1 prior to the 
date ftnd for the meetlnr. 

bcTION 9.08. Call of 1:l•ltifll• r>w Compa1111 or Not11lold1r1. In cue 
at &!11 time the Company, pursuant to a reaolution Gf !ta Board of 
Dlncton, or the holdera of at least ten percent In arrrerate principal 
amount of the Notea then outatandlnr, lhall have requested the Truatee 
to call a meetlnr of Noteholden, by written request 1ettinr forth In 
nuonable detail thl action propoaed to be taken at the meetinr, and 
the Trllltll llhall not have mall84

1 
the notice of such meetinr within 20 

daye after receipt of·1uch requut, then the Company or such Noteholders, 
bi the amount apecUled, may detelmlne the time and the place in uid 
Ci\7 of Cleveland for 1uch meetlnr and may call such meetinr to take 
any action authori1ed'in Section 9.01, by mallinr notice thenof u provided 
in Section 9.0I. 

BmcTION 9.N. Qualilfcofiollt for Voting. To be entitled to vote at 
any meetlni of Noteholdera a penon 1hall be (a) a holder of one or more 
Not. or (b) a person appointed by an Instrument in writinr as proxy 
by a holder of one or more Notu. The only per11on1 who shall be entitled 
to be pre11nt or to 1peak at any m~tin&' of Noteholders 1hall be the 
penone entitled to vote at 1uch meetlnr and their counsel and any repre-

• aentatives of the Tru1tee and Its counsel and any representatives of the 
Company and ltl couneel. · 

SICTION 9.015. Reglllatiolll. Notwlthstandlnr any other provisions 
of th11 Indenture, the Trustee may make 1uch reasonable rerulations as 
it - deem adviaable for any meetina of Noteholders, in rerard to proof 
of the holdlnr of Notes and of the appointment of proxies, and in re&"ard 
to the appointment and dutiea of inepectora of votea, the submlasion and 
examination of proxies, certiftcatea and 'other evidence of the right to 
vote, and 1uch other matters concerninr the conduct of the meetinr u 
it llhall think flt. 

The Trultee .thall, l>y an inltrument in writinr, appoint a temporary 
chairman of the meetinr, unless the meetinr shall have been called by 
the Company or by Noteholdere u provided in Section 9.03, bi which 
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. .-·· · cut tht ComJ11117 or tht Noteholden ca11iq the meetinr, u the cue m&1 
· .bt, Wll In llb manner appoint a temporary chairman. A permanent 

· · chl&man and a permanent Merttar,. of the meetlnr 1hall be elected by 
majority wte of the meetlr ... 

(, 

Subject to the provlliou of Section 8.04, at any meetlnr each Note. 
holder or proxy 1hall be entitled to one vote for each •1,000 principal 
amount of Notes held or repraenttd by him; providld, llOIOever, that no\, 
~ aMJl be cut or counted at any meetinr in reapect of any Note · 
challapl u not out.ltandlnr and ruled by the chairman of the meetlq 
to be not outatandlq. The chairman of the meetlq ~11 have no rlrht 
to \fOte other than by virtue of Notea held by him or iutrumenta In 
writ.Ills u afoNll.ld duly dtlipaUq him u the penon to vote on behalf 

v 

of other Noteholclen. At any m•tinr of Noteholden, the pretence of 
peno111 holdlq or repruentlnr Notes In an arrrerate principal amount 
lutrlclent to take action on the bulineu for the tranaactlon of which auch 
meetlnr wu called 1hall constitute a quorum, but, If lua than a quorum 
la pna111t, tha penon1 holdlq or repruentlnr a majority In anrerate 
prilldpal amount of the Notea repreaented at the meetiq may adjourn 
1uch llllltlna with the aame atrect, for all Intents and purpoaea, u thourh 
a quorum had been preaent. Any meetlq of Noteholden duly ca11ed 
pursuant to the provl1lon1 of Section 9.02 or 9.08 may be adjourned from 
time to time by a majority of thOM pment, whether or not conatltutlnr a 
quorum, and the maetlnr may be held u ao adjourned without further 

" aoticl. 

SllCTloN 9.08. Voti11g. The vote upon any reaolutlon 1ubmltted to 
any meetlnr of Noteholdera ahall be by written ballots on which 1hall be 
aublcrlbtd the airnaturu of the holden of Notes or of their repreaenta
tlv• by proxy and the principal amount of tho Notea held or repre
lllllttd by them. The permanent chairman of the meetinr 1hall appoint 
m lnapecton of votu who. ahall count all votae cut at the meetlnr for 

_. or qalnat any reaolution and. who shall make and Ale with the secretary 
of the meetinr their verifted written reports in duplicate of all votes caat 
at the meetlnr. A record In duplicate of the proceedinp of each meetiq of 
Noteboldera lhall be pNpand by the seeretar,. of the meetlnr and there 
ahall he attached to uld record the orirlnal reports of tbe impectola of 
votea on any vote cby ballot taken thereat and aftidavlta by one or more 
penona havlnr knowledp of the faeta aettinr forth a copy of the notice 

(2.5 
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ot tho llllltlq and lhowlq that &&Id notice wu malled u provided In 
Seetlon 1.02. The record ahall ahow the principal amounta and names of 
holdtn ot the. Not.ea votlnr In favor of or -..nnat any resolution. The 
nCcri Iha!! be liped and verified by the alfidavit.: of the iiermanent chair
man and . lleretal')' of the meetlnr and one of the duplicates Iha!! be 
dlllvend to the Company and the other to the Trustee to be preserved 
117 the TruattL 

A.DJ record ao liped and verified lhall be concluaive evidence of 
the mattln therein lttt.ed. 

SlmON 1.07. No Delar of Riglttl br Jleetill//. Nothlq In thfe 
Artlcll Nine contained lhall be deemed or conatrued to authorize or permit, 
117 l'lllOll of any call of a meetfnr ot Not.eholdera or any ri&'hta expreuly 
or lmplftdb' conferred hereunder to mtke auch call, any hindrance or dela7 
In the uercl11 of &D7 rlrht or rfJhta conferred upon or reaerved to the 
Trlllttl or to the Noteholderl under &111 ot the provlaiona of this Indenture 
or of the Not-. : 

ARTICLE TEN • 

SUPPLSllBNTAL INDJ:NTUUll. 

SlcTION 10.01. StiPJ1llftlttltal lllllntvru toitA011t COtUlftt of NoU
Aolilrt. Tbt. Company, when authorized by raolutlona of the Board of 
Dlncton, and the Trustee ~ from time to time and at any time entu 
Into an Indenture or lndenturu 1upplem1ntal hereto for one or more of 
the followfnr purpoaea : 

(a) to evidence the aucceaaion of another corporation t,o the 
Company, or aucceaaive aucceuiona, and the. uaumptlon by the auc:
ceuor corporation of the covenanta, asnementa and oblirationa of 
the Company punuant t,o Article Eleven hereof: 

(b) t,o convey, tranafer, uairn, mortr-.e or pledp t,o the 
~ u security for the Notes any property or aueta which the 
Company mm¥ deaire or mm¥ be requll'f!d to convey, transfer, ualrn, 
mortaqe or pledre in accordance with the 'provialona of Section 4.08 
or Seetlon 11.02: 

(c) t,o add to-the covenanta of the Company 1uch further cov
mianta, reatrlctlona or condltfona for the protection of the holden 
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of the Notes u the Board of Directors of the Compa117 and the 
~ ahall consider to be for the protection of the holders of Notes, 
ud·.to make the occurrence, or the occunence and continuance, of 
& dtfault in any of 1uch additional covenanta. reatrlctiona or condl
tlona a defa~.lt or an Event of Default permitting.the enforcement of 
all or •DY of the several remedies provided in thia Indenture u herein 

· Mt forth ;' .. provided, Aotoever, that in reapect of any 1uch additional 
Coftn&nt. reatrlction or condition 1uch 1upplemental indenture may 
provide for a particular period of lll'&ce after default (which period 
111&1' bl aborter or lonter than that allowed In the cue of other 
dtfaultl) or 111&7 provide for an Immediate enforcement upon 1uch 
dtfault or lllQ' limit the remediea available to the Truatet upon 1uch 

default; 

(d) to .. provide for the luuance under thl1 Indenture of Notes in 
coupon form (lncludlnr Notea rerlatrable u to principal only) and 
to provide for exchanpability of 1uch Notes with the Notes luued 
hereunder in fuUy re1i1tered form and to make· all appropriate 
chanaU for 1uch purpose; and 6 

(e) to cure any amblpity or to correct or 1upplement any pro-
villon contained herein or in any 1upplemental indenture which may 
be defective or inconsistent with any other provision contained herein 
or In any aupplemcntal Indenture, or to make 1uch other provisions 
In reprd to matter or question arising unde~ this Indenture which 
lhall not adversely affect tho interest.I of the hold era of the Notes. 

The Trustee la hereby authorised to join with the Company in the 
execution of any such 1upplemental indenture, to make any further appro
priate airreementl and stipulations which may be therein contained and 
to accept the conveyance, transfer, assilJIDlent, mortp1~ or pledge of any 
properti thereunder, but the Trustee 1hall not be oblipted to, but .may 
In ltl discretion, enter into any 1uch 1upplemental indenture which 
adversely atrects the Trustee's own rightl, duties or immunities under 

this Indenture or otherwise. 

Any 1upplemental indenture authorized by the provisions of this Sec
tion 10.01 may be executed by the Company and the Trustee without the 
consent of the holdel'll of any of the Notes at the time outstamlln1, no~ 
witllltandlnr any of the provisions of Section 10.02. 
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SICTIOH 10.0I. SvpplnltlltGZ ltulentvra t11it1' Conaent of Nou
Ao,,,,,.,. With the coneent (evidenced u provided in Section 8.01) of 

i.i the llolden of not leu thin 66%" in arrrerate principal amount of the 
Not. at the time outatandlnr, the Company, when authorized by reaolu
tlona of the Board of Dlrecton, and the Trustee may from time to time 
and at 1111 ttm:. ater into an Indenture or Indentures supple11:1ental hereto 
for the purpoee of addinr any provlalons to or chanrlnr In any manner 
or ellmlnatlnr any of the provlalons of this Indenture or of any supple
mental Indenture or of modlf:vinr In any manner the rlrhts of the holders 
of the Not.: provided, Aotllever, that no auch supplemental indenture 
ahall (l) extend the ftxed maturity of any Notes, or reduce the rate or 
extend the time of payment of interest thereon, or reduce the principal 
amo11Dt thereof, or make the principal thereof or intereat thereon payable 
In 1111 coin or currency other than that provided in the Notea, without 
the conMDt of the holder of each Note ao affected, or (Ii) reduce the 
afonuld percentare of Notel, the holdera.of which are required to i::onsent 
to 1111 auch 1upplemental Indenture, without the consent of the holders of \I -.. 

all Not. then outatandlnr • 

Upon the requeat of the Company, accompanied by a copy of the 
reeolutlons of the Board of Dlrectora certified by its Secretary or any 
Alliatant SeCretary authorllina' the execution of any such supplemental 
indenture, and upon the ftllnr with the Trustee of evidence of the consent 
of Noteholdera 11 aforesaid, the Trustee shall join with the 'company in 
the execution of 1uch 1upplemental indenture unless such supplemental 
Indenture atfecti the Tru1tee'11 own rlahts, duties or immunities under 
thla Indenture or otherwi11e, In which cue the Trustee may in its dis
cretion, but lhall not be cbllpted to, enter into such supplemental 

.. indenture. 

It ahall not be neces81lry for the consent of the Notehclders under this 
Section 10.0I to approve the particular form of any proposed supplemental. 
lndeJlture, but It lhall be aufftcient If 1uch con1ent shall apprcv!l the sub-

atance thereof. 

SllCTION 10.08. Co111pli411ce with. Tniat l1Klentm·e Act; Effect of 
SllPJlfnltlltal lndtn~r11. Any supplemental Indenture executed pursuant 
to the provl1lons of this Article Ten shall comply with the Trust Indenture 
Act of 1989, u then in effect. Upon the execution of any supplemental 

128 



,, 

• 
~-' •• t 

• 

• 

• 

•• . .· 

•• 

' ~ 
' 

!''· 

70 

Indenture pureuant to the provisions of this Article Ten, this Indenture 
ahall be deemed to be modifted and amended in •ccordance therewith and 
the reepective'' rights, limitations of rights, obligations, duties and im
munltlee under thl1 Indenture·of the Trustee. the Company and the holde:rs 
of Notea 1hall thereafter be determined, exercised and enforced here
under aubject In 1111 rea~ t<l 111ch modiftcatlnns and amendments and 
1111 the term11 and rondlti:i'ns nf any such supplemental indenture 1hall be 
and be deemed to be part of the term11 and cnnditlon11 of thi11 Indenture 
for aD7 and all purpo111. 

Sllc:TION 10.6'. Notlltion on Noter. Notes authenticated and delivered 
after the executloni;of any aupplemental Indenture pursuant to the provi
alonr!i-of thll Article Ten may bear a notP..tlon In form approved by the 
Trualee· u to any matter provided for In 1uch supplemental Indenture. 
If the Company or the Trustee 1hall so determine, new Notes so modified 
u to conform, in the opinion of the Trustee and the Board of Directors, 
to any modification of this Indenture contained in any such supplemental 
indenture may· be prepared and executed by the Company, authenticated 
by /~e Trustee and del,Ivered in exchange for the Notes. then outstanding. v . 

SECTION 10.05. Evidence of Compliance of Suppltmt11tal Indenture 
to b• Ft11•nial1td Tncatee. The Trustee. subject to the provisions of Sec
tions 'i'.01 and 7.02, may receive an Officers' Certificate and an Opinion of 
Counsel u c<>nclusive evidence that any supplemental indenture executed 
punuant hereto complieK with the requirements of this Article Ten. 

. AR';'.'ICLE ELE~EN . 

CoNSOLmATION, MERGER, SALE, CONVEYANCE AND LEASE. 

SECTION 11.01. Compa1111 May Co111olid4te, etc .. 011 Certain Terma. 
Subject to the providions' of Section 11.02, 11othing contained. in this In
denture or in any of the Notes shall prevent any consolidation or merger 
of the Company with or into any other corporation' or corporations 

' (whether ol'· not affiliated with the Company), Ill' $Uccessive consolida
tions or mencer11 in. which the f.ompan~· 01· its successor or successors shall 
be a party or parties, m• ~hall prevent uny 81\le, con\·e~:ance or lease of all 
nr sub11t11nti111ly 1111 the 111·opel'ty of the Company. to 1111y other t'OrJ)oration 
(whether Ol' nut nffiliut.cd with the C'ompuuy) authuri?.ed to acquire and 

. 1;perate the 1111me; f)l'Ot:ided, /10111e11er, and the Company hel'eby covenants 
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and Skees, that upon any 1uch con'~blidation, merger, Rale, conveyance or 
· ·leut, the due and punctual payment of the principal of and intere1t on 
•• all of the Notea, accord!~ to their tenor, and the due anrl punctual per

tormance and obaervance of all of the covenants and condition• of thi11 
Indenture to be performed by the Company, shall he exprl!llsly assumed, 
by 1upplemental indenture eatisfactory in form to the Trustee, executed 
And delivered to the Tru1tee by tho corporation (if other than the Com
pany) forme~ bY 1uch . cnneolidation, or into which the Company ahall 
have been 111erged, or by the corporation which shall have acquired or 

leued 1uch~property. c· 

SzcTION 11.02. Notu to be Set:11retl. in Certain Evmtr. If, upon any 
auch co~eol/d!!.tion or meraer, or upon any 1uch sale, conveyance or lease, or 
upon any~o1111olidation or merser of any Restricted Subsidiary, or upon 

· any ule, conveyance or le11e of all or 1ubstantially all the property of 
RDY ~trlcted Subaidiary to any other corporation, any Principal Property 

. of the company or of any Restricted Subsidiary or any shares of stock or 
indebtedness of any Restricted Subsidiary .owned Immediately prior there
•to would thereupon become subject to any I!lortraie, pledge, lien or en
cumbrance not permitted by Section 4.04, the Company, prior to 1uch 
conaolidation, merpr, nle, conveyance or lease,. will by indenture 1upple-"" 
mental hereto aecure the due and punctual payment of the principal of and 
lrita"ut on the Notes (equally and ~atably, with any other indebtedness of 
the Company then entitled thereto) by a direct lien on such Ptincipal 
Prope1-ty, shares. of 1t11ck or indebtedness, prior to all liens other than 

"."'I :' .- -;;· 'r• '° -' ,j, -any thE1;etQfo1"e, ei;!atlrirr thereon. ' ,_,_, - '.: 

S>:cr1os 11.0S, S11rce8&ur Curporatio11 flJ be Substituted. In case of 
•. ainy Kuch. cons111id11tion, merirer, sale, conveyance 01· lease and uJ)on the 

auumptlon by th!! succt!~~ur corpuration, by sup11lemental indenture, exe
cute!l an<l delivered to the Trlllitee 11nd ·M11ti~C1tclory in form to the Trustee, 
of the due and punetuul paym(mt .of the principal uf and interest on all 

. ., f') 
of the Notes and the. due 11i1d. ::ounctual performance of all of the covenantR 

(' (/ -
and con~itions of th!K Indenture to be performed by the Company, such 
successor co1·poration shah RUCceed to and be substituted for the Compan•r;, 11 - ' - ., 

with the 1111ne effect a.~ if it had been nalmed herein u the party of the 
tint part. Such 1ucceRSor corporatiC>il thereupon may cause to be aimed. 
and may issue elthet1 in itK own name or in the name of THE SCOTT . 
4: FETZER COMPANY any or all of the Notes issuable hereunder which 

-~ _:/ ') 
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J:e~etof~'".han not have been aimed by the Company and delivered to 
the Truetee: and, upon the order of au.ch successor corporation lmtead of 
the Company and aubject to all the terms, conditions and limitations in 
this Indenture preiicribcd, the Trustee or the authenticating agent on ita 
behalf shall authenticate and afulll deliver any Notes which previously 
ahall have been signed and delivered by the officers of the Company to 
the Trustee for authentication, and an:r Notes which auch successor cor
poration thereafter ahall cause to be signed and delivered to the Trustee 
for that purpose. All the Notes ao lSRued shall in all re11pects have the 
same lepl rank an<I benefit under this Indenture as the Notes thereto
fo1-e or thereaftc1· Issued in accordance with the terms of this Indenture 

Fas though all of 11uch Note11 had been iHued at the date of the execution 
he~f. In the event of uny 11uch sale or conveyance, but not any auch 
luae, the. Company 01· 1my auccuso1· corporation which shall theretofore 
have become such In tho manner described In this Article Eleven shall 
be dlaehargecl from all obligations and covennnhl unrler thi11 Indenture 
and the Notes. and may be dissolved and liquidated. 

In cue of any such co1110lldation, merger, sale, conveyance or leaae 
auch. changes in . phraaeoloD !'ond form (but not in substance) may be 
made In the .Notes thereafter fo be Issued as may be appropriate. 

~ 

SwrJ.ON 11.04. Opin(Ofl. of C~unad to be Given T1·u1tee. The Trustee, 
aubject to Sections. '7.01 and '7.02, may receive an Opinion of Counsel aa 
conclusive evidence that any auch consolidation, meraer, sale, conveyance 
or leaH and any such a;.11umptlon complies wlth the provisions of this 
Article Eleven. '" 

/ 

ARTICLE TWELVE. 

SATJS)'ACTION AND DISCHABCE OF INDENTURE • 

. SE<.'TION 12.0l. Di8cl1a1·11e of Iiidentio·t. When (a) the Company shall 
deliver to the Trustee fo1· cancellatioi\ all Notes theretofore authenticated 
{other than any Notes which shall hav.e been destroyed, lost or stolen or 
in lieu of or in substitution for which· other Notes shall have been au then-

.. , tti"!lted ancl delivered, or which shall ~ave been paid, pursuant to the terms 
of Section 2.06) and not theretofore. cancelled, or (b) all the Notes not 
theretofore cancelled or delivered to the Trustee for cancellation ahall have 
become due and payable, or are by their terms to become due and payable 

." 
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within one 1181' or are to be called for redemption under arrangements 
utillfactory to the Trustee for the rivinir of notice of redemption, and 
the Company ahall deposit with ·the Trustee, in trust, funds (other than 
funda repaid by the Trustee to the Company in accordance with Section 
12.04) 1utriclent to pay at maturity or upon redemption all of the Notes 
(other than any Notes which shall have been mutilated, destroyed, lost 
or ltolen and in lieu of or in substitution for which other Notes shall 
ha'8 been authenticated and delivered, or which shall have been paid, 
punuanfto the terms of Section 2.06) not theretofore cancelled or delivered 
to the TrUltee for cancellation, includinir principal and interest due or to 
become due to 11"Ch date of maturity or redemption date, aa the case may 
be, and If In either case the Company shall also pay or cause to be paid 
all other 1uma payable hereunder by the Company, then this Indenture 
ahall CUii to be of further eft'ect, and the. Trustee, on demand of the 
Compa111 acco1npanied by an Offlcera' Certificate and an Opinion of Counael 
u teQ!llred by Section 14.06 and at the cost and expense of the Company, 
lhall execute proper instruments acknowlediring satisfaction of and dis-

" chal'llnr thi1. Indenture, the Company, however, hereby agreeinr to re
lmblll'lll the. 'huatee ;:for any coats or expenses thereafter reaaoilably and 

)t - - ' 

properly .Incurred anlf to compensate the Trustee for any aervicea there-
after nuonab))' and proper))' rendered by the Trustee in connection with 
thll Indenture or the Notea. 

S&C'rlON' 12.02. Depoaited Mone111 to be HeUl in Truat b11 Truatee. 
All mone;ya dep01lted with the Trustee pursuant to Section 12.01 shall be 
held In trust and applied by it to the p11;yment, either directly or through 
any pa;yllllr apnt (lncludlnr the. Company if acting aa its own paying 
apnt), to the holders of the particular Notes for the payment or redemp. 

. tlon of '\Vhlch such nioneyK have been deposited with the Trustee, of all 
1uma due and to become due thereon for principal and interest. 

s.artoN 12.08. Pal!i11t1 Agent to Repa:v Mo11ey1 Held. Upon the satis
factio!l and discharge of this Indenture all moneys then held by any paying 
gent of the Notes shall, upon demand of the Company, be repaid to it 
or paid to the Trustee, and thereupon such paying agent shall be relwed 
from all further liability with respect to such moneys. 

S&C'rlON' 12.04. Ret1wn of Unclaimed Monev1. Any moneys deposited 
with or paid to the Trustee for payment ·of the principal of or interest 

" 
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.· on Not.el and not applied but remainilll unclaimed by the ho!dera of Notes 
for lix. :rur11 after the date upon which the principal of or intereat on 
auch Note';. u the cue may be, ahall have becOme due and payable, 1hall 
~ repaid to the Company by the Truetee on demand; and the holder of 
any of tha Notea 1hall thereafter look only to the Company for any pay

ment whi~ 1uch holder may be entitled to collect. 

ARTICLE THIRTEEN. 

llUIUNlTY or lNCOBPOL\TOBS, STOCKBOLDEBS, 
OmCDB AND DlllBC'l'OIS. 

be'nON 18.01. l1uf11d1't't and Notet Soltl11 Corpomte ObligCltiofla. 
No nc0ur11 for the payment of the principal of or intereat on any Note, 
or for any claim baaed thereon or otherwin In respect thereof, and no 
rec:ourll ,.under or upon an)' obliaation. covenant or aareement of the 
Company in thiM Indenture or in any 1upplemental indentul'e, or in any 
Note. or because''of the creation of any Indebtedness represented thereby, 
ahall be had aaa.inst any incorpo1·ator, 1tockholder, officer or director, as 
1uch, put, present 01· futu'te, of the Company or of any aucceuor corpora
tion, 1ithel' dlraetly c;r throurh ttfe Company or any aucceuor col'Poration, 
whether by virtue of 11ny con~titutlon, 1tatute or rule of law, or by the 
enforcement of any aueasment or penalty or otherwiae ; it beilll expl'ea&1Y 
und.ntood that 1111 auch liability is hereby expl'WI)' waived and released 
u a condition of, an~ 111 a consicleratlon for, the execution of thia Inden-

ture and the i11ue of the No~. 

ARTICLE FOURTEEN . 

:MISCELLANEOUS PaoVISIONS. 

SECTION 14.01. Proviaio118 <Biruli1111 011 Co111pa.1111'1 Suecesao1·a. All the 

covenants, atipulations, pJ'(•mise~ and aareements in this Indenture con
tained by the Company shall bind its 1ucceuora and aasigns whether eo 

expfeued or not. 

SICTION 14.02. Be-11eflta of Indenture Restricted to Pa.rtiea a.nd Note
AoldlJl"I, Nothin1 in th.ls. Indenture or in ~e Notes, expressed or implied, 
ahall aive or be constl'u~d to give to an)' person, firm or corporation, 
other than the ~rtiea hereto and their successors and assigns and the 
NotAiholders, any leRal or equitable right, remedy or claim under or In 
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ntpeet· of thl1 Indenture, or under any covenant, condition or provision 
herein contained: and, 1ubject to the provilions of Articles Eleven and 
Thirteen,' &11 of 1uch. covenanta, conditions and provisions shall be for the 
IOI• benellt of the partlea hereto and the Noteholdera. 

SllCTION 14.0!I. Official Acta !Iv Svecea1ot• Corpot'Gtion. Any act or 
proceedilll bJ an1 provision of thia Indenture authorized or required to 
be done or performed by any board, committee or officer of the Company 
llhall and may be. done and performed with like force and effect by the 
like board, committee or officer of any corporation that shall at the time 

be th• lawful sole 1ucceuor of the Comp&D1. 

= SllCTION H.04. Add'"'" for Ne>ticu, 1tc. Any notice or demand 
which by any provi1ion 11f this Indenture ii required or permitted to be 

' 1lv111. or aerved by the Truatee or by the holder• of Notes to or upon the 
Comp&111 mai be riven pr ae1·v~ by beina deposited postap prepaid by 
ftl'lt dau mall In a post office letter box addr~ed (until another address 
ls ftled by the Company with the. Trustee) to THE SCOTT & FETZER 
COMPANY, Attention: Secre~. 1'600 Detrpit Avenue, Lakewood, Ohio 

. 0 

"10'1 •. ADY notice, di:ection, request 01· demand by any Noteholder to 
or upon the Trustee 1hiall be deemed to have been 1ulficlently riven or 
made, for all purposes, if lfiven or made In writina at the principal office 
of the Trustee, addreued to the attention of itl Corporate Truat Dlviaii>n . 

SICl'ION 14.0li. Ohio Contnact. This Indenture and each Note shall 
b8 deemed to be a contract made under the law of the State of Ohio, and 

· for all purposes shall be construed in accordance with the law of nid State. 

SECTION 14.06. Evidei~• of Complia1~• with Conditiom Precede11t. 
·' 

Upon 1&11.Y application or demand by the Company to the Trustee to take 
1&11)'. a~-tion under any of the provisions of this Indentu1·e, the Compamy 
lhall furnlah to the. Trustee an Officers' Certificate atatinr that ali condi
tions precedent, If any, provided for In this Indenture rel&1ting to the pro
posed action have been complied with and ari .Opinion of Counsel statinr 
~ in the opinion of such counsel, all such conditions precedent have 

i:ieen complied with. 

Each certificate or opinion provided for in this Indenture and delive~ 
to the Trustee wtih respect to compliance with a condition or covenant 
provided for in thia Inde11ture shall. include (1) a 11tatement that the 
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peraon ~aki1111uch certificate or opinion hu read 1uch covenant or con
dition; (2) a brief 1tatement u to the nature and 1cope of the examina
tion or. inveatlption upon which the etatementa or opinion contained in 
auch certificate or opinion are baaed; (8) a 1tstement that, in the opinion 
of such peraon, he has made auch examination or inv.eatlration u la necea
aaey to enable him to expres11 an Informed opinion u to whether or not 
auch covenant or condlUon hu been complied with; and (4} a 1tatement 

· u to whether or not. in the opinion of such person, 1uch condition or 
covenant hu been complied with. 

SSCTl()N 14.0'J. Legal Bolid4111. In any cue where the date of ma
turltJ of lntere1t on or principal of the Notes or the date ftxed for redemp
tion of any Note will be In The City of'Cleveland, Ohio or The City of 
New York, New York a leral hollclay or a day on which banldq inatitu· 
tlona are authorized or required by law to close, then payment of euch 
intereat on or principal of the Note! need not be made on au~ date but 
may be made on the next aucceedlnr day not in 1uch city a lepl holiday 
or a day on .which ban'kinr lnatitu~lona are authorized or required by law 
to cioae, with the same force and effect aa if made on the date of maturity 
or the date ftxod ~or redemption, and no interest ahall accrue for .. the 
perlGd from and after auch date. 

,, 
SECTION .14.08. Tf'lllt 11ldeflftlrt Aot to ControL If and to the extent 

that any provlalon of thla Indenture llmitl!, quallftea or conftlcta with 
another provision included in this Indenture which la required to be in
cluded in this Indenture by any of Sections 810 to 81 'J, inclusive, of the 
Truat Indenture Act of .1989, such required proviaion ahall control • 

SICTlON 14.09. No Securit11 lnterat Cr111t1d. Nothi111 in thl1 Inden
ture or in the Notes, expressed or implied, shall be conatrued to constitute 
a lecurlt)' Interest under 'the. Uniform Commercial Code or similar lerlala
tlon, aa now or hereafter enacted and in effect, in any jurisdiction where 
property ot the Company or ita Sub1idiariee is located . 

SECTION 14.10" Tabk of Commta, Helldino•. etc. The table of con
tenta and the titles and headings of the articlee and ~ons of thb1 
Indenture have been inserted for convenience of reference only, are not 
to be conaldered a part hereof, and t1ball in no way modify or restrict any 
of the te1·m~ or provi11lon11 hereof. 

-
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SlfCHON lC~ll: EslOlltioll '11 Cotmf"Jltlrtl. Thia Indenture may be 
executed In 1111 number of counterpartl, each of which ahall be an original, 
but luch 'counterplrta ahal1 tov.ther constitute but one and the aame 

\; . h/ 
ln1trt1111111t. " ./ 

NATIONAL CITY BANK herebJ accepta the truata in thi1 Indenture 
declared and provided, upon the terma and conditions hereinabove aet forth. 

\\ IN Wl'nml \\'BEUOJ', THE SCOTT &I FETZER COMPANY bu 
caUllCI thia Indenture to be aianed and acknowledged by ita Chairman of 
the Board, Prelldent. any Vice President or ita TreUurer and ita cor
pora~_.-1 to be affixed hereunto, and the ume to be attested by its 
SecntarY~ Aulatant Secretary, and NATIONAL CITY BANK hu 
caUllCI thi• Indenture to be aianed and aclmowledled by one of ita Vice 
Prelldenta, hu cauaed ita corporate seal to be affixed hereunto, and the 
1111118 to be atteated by one of ita Assiatalit Trust Olticera. aa of the day 

and .JU? tlrat written above • 

[SEAL] 

NATIONAL CI'P) ~N~J 

.. By ...... u:~ ............ . 
Vice President 

[SEAL] 
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STAftl OI' OBIO l u.. 
CoUNTf o• CUTABCIGA S ' 

, qii the /'f'~ay of May, 1975, before me personally came Q~ 
;flftlt , to m.e' known, who, beiDs by :.ne duly sworn, did depoae~d 
A1 that he re1ld• at 14800 Detroit Ave., Lakewood, Ohio 4'10'1; that 
he ill\a Vice ~dent of THE SCOTl' & FETZER COMPANY, the 
corporation ducribed in and which executed the above inatrument; that 
he ,kno'Wll the corporate Hal of uid corpoNtion; that the Hal affixed to 
Aid imtru111ent ill auch corporate Hal; that It waa ao affixed by the 
authority of the Board of DlrtCton of ~d corporation; and that he 
llpecl hill name thereto by like authority • 

. I I 
...... ·············· .... V..f.......... . . ~ 

N~~·· ..., .. ..., 
Notary ~•tlit · el Olllt 

STA ft o• . OHIO l . My commiuion hts no exp: ration -. 
CoUNTf OI' CUTABOGA S as. · Se< ti on 147 .03 R. C. 

tflD th_e /9Q,day of.May, 1976, before me person. ally came~. 
~·to me known, who, beina by me du1y l\1fOrD, did depose and 
A1 that he. ia a Vice Prelldent of NATIONAL CITY BANK. a national 
bsllklna uaoelation which executed thcs above inatrument u trustee: 
that he know1 the aeal of uld woclation, that the aeal aftized to the lllid 
iutrument la such uaoclatlon Hal; that It wu eo aftized by authority 
of the Board of Directors of said uaoclatlon, and that he limed hi• name 
thereto by like authority • 

. .. L.-Z~~ 
/ Nota~~~c .. 

SUS~N t:. FISCHER, Notary Pub11c 
For Cuyohoga C~unty, Ohio 

My commission expires Jan. 21, 1980 
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THE SCOTT & FETZER COMPANY 

AND 

NATIONAL CITY BANK, 
· Trustee 

FIRST SUPPLEMENTAL INDENTURE 

Dated as of Aupst 31, 1978 

Supplemental to 

.• 

Indenture dated as of May 1'5, 1975 

• 

" 
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THIS FIRSTSUPPLEMENTALINDENTURE,datedasof August 31, 1978 between 

THE SCOTT cl FETZER COMPANY, a corporation duly organized and existing under the 

laws of the State of Ohio (hereinafter sometimes called the •company"), and NATIONAL 

CITY BANK, a national banking association duly organized and existing under the laws of the 

United States of America (hereinafter sometimes called the "Trustee"), 

WITNESSETH: 

WHEREAS, the Company and the Trustee have heretofore executed and delivered a 

certain Indenture dated as of May IS, 1975 (hereinafter called the •original Indenture#) 

providina, among other thinp, for the creation, execution, authentication and delivery of 

$30,000,000 agrepte principal amount of 9% Notes due May IS, 198S of the Company 

(hereinafter called the "Notes"); 

WHEREAS, the Company desires to make certain changes in the interest payable on 

the Notes and in various covenants, definitions and other terms of the Original Indenture; and 

WHEREAS, the provisions of Section 10.02 of the Original Indenture have been 
" 

complied with, the consents of the holders of not less than 66 2/ 3% in aggregate principal 

amount of the Notes outstanding (evidenced as provided in Section 8.01 of the Original 

Indenture) have been obtained, all acts and thinp necessary to constitute this First 

Supplemental Indenture and the Original. Indenture, as hereby modified, valid and binding 

• instruments have been done and the execution and delivery of this First Supplemental 

Indenture have been duly authorized; 

• 

• 

NOW, THEREFORE, THIS FIRST SUPPLEMENTAL INDENTURE WITNESS

ETH that for and in consideration of the premises, and the surn ofS 10.00 to it duly paid by the 
"" Trustee at or before the delivery he~~!:-~'J; receipt whereof is hereby acknowledged, the 

Company covenants and agrees with th_c',. '· '•~ee. for the equal and proportionate benefit oft he 
l'~~" •-/ 

respective holders from time to time of the-Notes, as follows: 

ARTICLE ONE 

SUPPLEMENTAL INTEREST 

Section 1.01. The. Company will duly and punctually pay, or cause to be paid, to the 

• holders of the Notes outstanding from time to time, at the times and places and in the manner 

provided in th~. Notes and in the Original lnd,enture, supplemental interest on the unpaid 

principal amount of such Notes, at the annual rate of I/ 4 of I% per annum, such supplemental 

• 
l 
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interest to accrue from and after August 31, 1978 and to be payable semiannually on each 

November IS and May 15 thereafter. 

ARTICLE TWO 

MODIFICATIONS TO THE ORIGINAL INDENTURE 

Section 2.01. Section 1.01 of the Original Indenture is hereby changed as follows: 

(a) The definition of #Consolidated Funded Debt# is hereby changed to 

read in its entirety as follows: 

(( 

wyhe term 'Consolidated Funded Debt' shall mean the 
aggregate of Funded Debt of the Company and its Restricted 
Subsidiaric5, less any Funded Debt of the Company to any 
Restricted Subsidiary or of any Restricted Subsidiary to the 
Company or any other Restricted Subsidiary. w 

(b) The definition of #Consolidated Net Tangible Assets# is hereby 

changed by inserting the word. #Restricted# before the word #Subsidiaries# in 

each of the seventh and eighth lines thereof, byrcplacingtheword w(,rwattheend 

of the eighteenth line with a comma, and·'by replacing the final period with the 

following clause: 

#or (v) investments (including loans and advances) in any 
Unrestricted Subsidiaries in excess of 20% of sharehold~rs equity 

, of the Company and its consolidated subsidiaries, as shown in the 
~ompany's most recent quarterly or annual statement. w 

(c) The definitio~ of #Funded Debt# is hereby changed by inserting in the 

twelfth' line after the words·#Funded Debt# the following: 

w(i) shall include amounts payable as rentals by such corporation 
over the term of the lease under a lease of a manufacturing plant or 
facility which is a Principal Property where such lease, in effect, 

· constitutes a guarantee of the payment ofindebtcdness of another 
incurred in connection with the purchase or construction of such 
plant or facility and where such corporation has agreed to, or has 
an option to, purchase such plant or facility at a future date for a 
nominal amount or an amount materially less than a reasonable 
estimate of the fair value of such plant or facility at the date of such 
purchas~. but only to the extent that such rentals payable under 
such lease represent, in effect, payments on account of the 
principal amount of such indebtedness of another (ii) shaltnot 
include obligations un_der capital leases as defined in Statement of 

2 
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Financial Accounting Standards Board No. 13 issued in Novem
ber, 1976 except those covered by subpart (i) of this provision and 
(iii)" 

(d) The definition of "Restrict~d Subsidiary" is hereby changed to read in 
., 

its entirety as follows: 

"The term 'Restricted Subsidiary' shall mean any Subsidiary 
which is so designated by the Board of Directors as to this 
Indenture and which designation shall not thereafter have been 
cancelled by the Board of Directors; provided that no Subsidiary 
shall be designated a Restricted Subsidiary and no such 
designation shall be cancelled unless, after giving effect to such 

, designation or cancellation, Consolidated Net Tangible Assets 
shall be at least 22S% of Senior Funded Indebtedness and at least 
200% of Consolidated Funded Debt, on a pro forma basis, as of 
the end of the last full fiscal quarter of the Company; and, 
provided further, that no Subsidiary shall be designated or 
redesignated a Restricted Subsidiary if (i) such Subsidiary has 
outstanding any Funded Debt not permitted underSection4.04A 
or (ii) such Subsidiary, during any period of time in which it was 
an Unrestricted Sub~idiary, participated in any Sale and Lease
Back Transaction which would have been prohibited by Section 
4.0S ifthe Subsidiary had been a Restricted Subsidiary at the time 

.. of the transaction unless the property involved in such transaction 
shall no longer be leased by the Subsidiary or shall be owned by 
the Company or a Subsidiary. Any such designation or canceila- . 
tion of such a designation may be made more than once with 
respect to any Subsidiary." 

(e) A new definition·of "Unrestricted Subsidiary" is hereby added, reading 

in its entirety as follows: 

"The term 'Unrestricted Subsidiary' shall mean any Subsidi
ary which has not been designated a 'Restricted Subsidiary'." 

ti.fl 

Section 2.02. Section 4.03 of the Originallndenture is hereby changed by inserting the 

· e word "Restricted" before the word "Subsidiary" in each of the second and twelfth lines thereof. 

• 

Sedlon 2.03. The Original Indenture is hereby changed by adding thereto a new 

Section 4.03A to read in its entirety as follows: 

"Section 4.03A. Limitation on Investment In Unrestricted 
Subsidiaries. The Company will not transfer any asset ( inclu
ding by way of any loan or advance) to any Unrestricted '';:; 

3 
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c:'~J:? Subsidiary .unless, after giving effeet to such transfer, Consoli

--- dated Net Tangible Assets shall be at least equal to 225% of Senior 
Funded Indebtedness and at least 200% of Consolidated Funded 
Debt, on a pro forma basis, as of the end of the last full fiscal 
quarter of the Company." 

Section 2.04. The Original Indenture is hereby changed by adding thereto a new 

Section 4.04A to readJn its entirety as follows: 

(). 

"Section 4.04A. Llmltetlon on Restricted Subsidiary Debt. Th~ 
Company will not permit any Restricted Subsidiary.to create, 
issue, guarantee, iassume or othenvise incur any Funded Debt 
:>ther than Funded Debt which is: 

(a) owed to the Company or a Restricted Subsidiary, 

(b) secured by Mortgages or liens permitted by subparts 
(a) through (h), inclusive, of Section 4.04, 

(c) subject to the provisions of Section 4.03, outstanding 
at the time such Restricted Subsidiary becomes a Subsidiary, 

· (d) created, issued, guaranteed, assumed or otherwise 
incurred for the purpose of extending, renewing or replacing not 
more. than an equal principal amount of Funded Debt then 
outstanding of such Restricted Subsidiary, or 

(e) permitted by the terms of Section 4.07." 

ARTICLE THREE 

STAMPING AND CHANGE OF FORM OF NOTES 

· Sectlon3.0l. All Notes authenticated and delivered after the execution and delivery of 

. this First Supplemental Indenture in exchange for or in lieu of any Notes theretofore issued 

shall .either (a) have imprinted thereon a lege~d in substantially the following f~rm: 
. ; 

. ~ 
"The Indenture referred to in this Note has been modified l>y a 

·· First Supplemental Indenture which, among other thi~'gs. 
includes provisions requiring the Company to pay supplemental'= = 
interest on the Notes at the annual rate of 1/4 of 1%. such 
supplemental.interest to accrue from and after August 31, 1978 
and to be payable semi-annually on each November IS and May 
IS thereafter." 

or(b)ifthe Company so elec:ts, be textually revised in form approved by the Company and the 

Trustee to make reference to this First Supplemental Indenture and the modifications in the 

"Original fndentufe·which are being effected hereby.· 

4 
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ARTICLE FOUR 

CONCERNING THE TRUSTEE 

Section 4.01. The Trustee accepts the modifications of the trust effected by this First 

· Supplemental Indenture as of the date of execution and delivery of this First Supplemental 

Indenture, but only upon tlte terms and conditions set forth in the Original Indenture. 

Section 4.02. The recitals herein contained are made by the Company and not by the 

Trustee. 

ARTICLE FIVE 

MISCELLANEOUS 

Section 5.01. The Original Indenture, except as amended hereby, is in all respects 

ratified and confirmed and this First Supplemental Indenture and all its provisions and rc:citals 

shall be deemed a part thereof in the manner and to the extent therein and herein provided . 

Section 5.02. If any provision of this First Supplemental Indenture limits.qualifies or 

conflicts with another provision of.this First Supplemental Indenture, or any provision of the 

Original Indenture, which is required to be included in this First Supplemental Indenture, or 

the: Original Indenture, by any of the provisions of Sections 310 to 317, inclusive of the Trust 

Indenture Act of 1939, such required provisions shall control. 

Section 5.03. This First Supplemental Indenture may be executed in any number of 

counterparts, each of which shall be deemed to be an original, but all such counterparts shall 

e together constitute but one and the same instrument. 

• 
\1 

• 

• 

IN WITNESS WHEREOF, THE SCOTT & FETZER COMPANY has caused this 

First Supplemental Indenture to be signed and acknowledged by its Chairman of the Board. 

President, liny Vice President or its Treasurer and its corporate seal to be affixed hereunto, and 

the same to be attested by its Secretary or an Assistant Secretary, and NATIONAL CITY 

BANK has caused this First Supplemental Indenture to be signed and acknowledged by one of 
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its Vice Presidents and has caused its corporate seal to be affixed hereunto, and the same to he 

attested by one of its Assistant Trust Officers, as of the day and year first above written . 

Attest: 

f?Ji,,J{P. J(A 
c 

Secretary 

Attest: 

l'r11&t Offieer" 
YJC~ P.REsJDENt 

6 

THE~Tf~COMPANY 

By ~ -
V. ce President -~ 

NATIONAL CITY BANK 
/· 

/ 

By I ;.;.?iJ, ... ' (--. f{o "/ 
I 

Vice President 

(Seal) 

(Seal) 
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STATE OF OHIO ) 
)SS: 

COUNTYOFCUYAHOGA) 

Onthe2il 5--t- day of AIA6)'1..&. t-.1978, beforemepersonallycamJ.F.~"1!~ . 
to me known, who, being by medufy sworn, di' dep~e and say that he resides at llqoo \Mo~ .. Cr-:.,. 
l.r..\i.ai..a.! , OLl.io ; that he isp•~i·~~"~f THE SCOTT & FET ER 
COMPANY, the corporation described in ani;r'w IC exei'i1\ed the above instrument: that he 
knows the corporate seal of said corporation; that one of the seals affixed to the said instrument 
is such corporate seal; that it was so affixed by authority of the Board of Directors of said 
corporation; and that he signed his name thereto by like authority. 

(Notarial Seal) 

7 

w~~\\-s1e~'"-~ 
Notary Public 

WILLIAM H. STEINz:;:i::<, :.:'.-:;r.~y 
NOTAr.Y FUDLIC. S1ATE nr OHIO 
lb GCmml'°$lon :1::s 110 uiilrat!on dale. 

-147.0U.~ • 



STATE OF OHIO ) 
) SS: 

COUNTY OF CUYAHOGA·) 

On the s;;, ~~ day of ~.,,':\""-\ , 1971!, beforemepersonailycameTHOMA$ F •. HARVEY 
tome known, who, bcingbymeduly~orn,didderoseandsaythat he resides at \: \;::\..' • • 

C\:,.: , ; that he is a Vice President of NATIONAL CITY BANK. a 
national banking association which eKecuted the above instrument as Trustee; that he knows 
the seal of said association; that one oft he seals affixed to the said instrument is such association 
seal: that it was so affixed by authority of the Board of Directors of said association: and I hat he 
signed his name thereto by like authority. 

(Notarial Seal) 

\\ 
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GLOh:.: '· nr:;~" r:')~/\RY PUBLIC 
STATE O~ Cm;u '""' oArlOGA COUNTY 
COMMISSION EX~IRES DEC. 12, 19112 
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PROSPECTUS 

$30,000,000 

The Scott & Fetzer Company 
9" Notes Due 198S 

Interest Payable May IS and November IS 

1be Notes will mature on May IS, 198S and may not be redeemed before May IS, 1982. On and 
after that date the Notes may be redeemed at the option of the Company ' in whole or in 

part at their principal amount, plus accrued interest. See "Description of Notes" herein. 

Application will be made to list. the Notes on the New York Stock Exchange. . 
~~! ..... VI •II:: 

D .. t IE Pnc116!• 
.... (II Ct I O - (21 c I '(1)(31 

Per Unit 99.0% .7'lo 98.3% 

Total $29,700,000 si10.ooo $29,490,000 
" 

t .. · (I) Plus accrued interest from May IS, 197S to the date of delivery. 

• 

• 

(2) See "Underwrilina" for information concemiq indemnification of the Underwriters against i:er
tain civil liabilities, includiq liabilities llJll!er the Securities Act of 1933. 

( 3) Before expenses payable by the Company estimated at S 134,600. 

111ESE SECVIUTIES HA VE NOT BEEN APPROVED OR DISAfi'ROVED BY nu: 
SECtlJU11ES ANq EXCHANGE COM&OSSION NOR HAS nu: COMMISSION 
PASSED tJPON THE ACCURACY OR ADEQUACY OF DDS PROSPECTUS. 
ANY REPRESENTATION TO nu; CONTRARY IS A CRIMINAL OFFENSE, 

The Notes are offered by the Unclerwriten named herein subject to prior sale, and when, as and if 
U.~ and KCepted by the Ullderwriten, ud subject to approval of certain lepl matters by Squire, 
Sanders a: Dempsey, c:ounse1 for the Underwriters. Tbe Notes will be. available for delivery on or 

.. about May 22, 197S at the office of Smith, Barney a Co. Incorporated, 20 Broad Street, New York, 
New York I OOOS, against payment therefor in New York funds. 

Smith, Barney & Co . 
Incorporated 

McDonald & Company Prescott, Ball & Turben 
May IS, 197S 

·~··· 
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IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER· 

ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET 
PRICE OF THE NOTES OFFERED HEREBY AT A LEVEL ABOVE THAT WHICH MIGHT 
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, 

• MAY BE DISCONTINUED AT ANY TIME. 

• 

• 

• 

• 

• 

• 

• 

• 

AVAILABLE INFORMATION 
The Scott & Fetzer Company is subject to the informational requirements of the Securities 

Exchanite Act of 19S4 and in accordance therewith files reports and other information with 
the Securities and Exchange Commission. Information, as of particular dates, concerning 
directors and officers, their rem1mc:ration, options granted to them, the principal holders of 
securities of the Company aria' any material interest of such persons in transactions with 
the Company is disclosed ii\ proxy statements distributed to shareholders of the Company 
and filed with the Commission. Such reports, proxy statements and other information can 
be inspected at the office of the Securities and Exchange Commission at Room 6101, 1100 
L Street, N.W., Washinitton, D.C., where copies of such material can be obtained at prescribed 
rates. Such material can also be inspected at the offices of the New York Stock Exchange, Inc .• 
the ~dwest Stock Exchange and the Pacific Stock Exchange, Inc. 

THE COMPANY 
The Scott & Fetzer Company is a diversified company which manufactures and sells 

products in the floor care, commercial/industrial, leisure time, electrical and lighting markets . 
The majority of the Company's sales are directed' to consumer markets. One of the Com· 
pany's principal product lines is vacuum cleaners and related accessories primarily for home 
use sold under the Kirby and other brand names. 

Founded in 1914, the Company was incorporated under the law of the State of Ohio 
on November SO, 1917. Its general offices are located at 14600 Detroit Avenue, Lakewood, 
Ohio 44107, and its telephone number is (216) 228·6200. All references to the "Company" 
or "Scott & Fetzer" relate to The Scott & Fetzer Company and its subsidiaries and their 
predecessors, unless the context indicates otherwise. 

USE OF PROCEEDS 
,--, The net proceeds from the sale of the Notes offered hereby will be used in part to repay 
'[:;rrowings which aggregated approximately $14,400,000 as of April SO, 1975 under a revolv· 
ing credit agreement. The balance of the proceeds will be added to the general corporate funds 
and. :will be available for additional working capital, capital expenditures and for use in future 
acquisitions (although no such acquisitions are currently in negotiation). The proceeds from 
borrowings under t.he revolving credit agreement were used principally to repay short-term 
debt!'which had been incurred primarily to finance higher levels of raw material and purchased 
parti; inventory and accounts receivable. See "Capitalization" . 

The Colilpany believes that funds sufficient for presently projected cash 'leeds for the 
next several years will be supplied by internally generated cash flow. However, if additional 
fundS are required for any purpose, the Company may provide them from borrowinp under 
the' revolvinit credit aitreement, the proceeds of the sale of additional securities or other 
sources. See "Description of Notes- Limitation on Funded ~bt" and Notes 6 and 14 of 
Notes to Financial Statements for descriptions of restrictions on additional borrowings by 
Scott & Fetzer. 
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CAPITALIZATION 

The capitalization of Scott & Fetzer at March 31, 1975, &nd as adjusted to give effect 
to. the sale of the Notes and the reduction of indebtedness referred tCl under "Use of Proceeds", 
is as follows: 

Short-term debt (a) : 

(Dollan la Tllo....,.) 
March SI, 1975 

Aet•al Aa Adluated 

'Current portion of lonr-term debt ···········-······························· $ 437 $ 437 

Lonr-tenn debt (a) : 

9.% Notes due 1985 ........................•............................................. 
Loans under revolvinr credit arreement (b) ....................... . 

II '' 

Other lonr-term debt (c) ···-····················································· 

Total 111nr-term debt ·······························-······-······· 

Shareholders' equity (d): 
Serial preference •tock: " 

Authorized 1,000,000 shares, ~thout par value; issued 

ihares - none ···········-··········-····-········-··-··········-······-· 
~ ·· Common stock: 

' Authorized 15,000,000 shares;"without par value; issued 
ahares-7,558,185 (las 3,361 shares in treasury).; 
stated value. $1.25 per share ···········-······-······-··············-· 

Additional. capital ···········································-······-··················· 
Retained earninp ···········-······································-······-··········· 

Total shareholders' equity ···················-··············-· 
Total lonr-term debt and 1hareholden1' equity .... 

23,400 
4,987 

$ 28,387 

9,444 
5,691 

86,739 
101,874 

1130,261 

30,000 

4,987 
$ 34,987 

9,444 
5,691 

86,739 
101,874 

$136,861 

(a) See Notes 6 and 14 of Notes to Financial Statements for additional information con
ceminr lonr-term debt and interest rates. 

(b) The outstindinr balance under the.revolvinr credit aareement was reduced in April 
of 1975 by approximately $9,000,000. 

(c) Includes $2,400,000 of 7.65" Industrial Drielopment Bonds suaranteed by the Com· 
pany and iuued·on February 25, 1975. See Notes 6, 9, 13 and 14 of Notes to Financial 
Statements for lnfol'lllation with reapect to lease and related obllptiona. 

(d) See Note 10 of Notes to Financial Statements for information conceminir stock 
optiCllll. 
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CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 

The followiq consolidated statement of income and retained earnings of The Scott & 
Fetzer Company and subJidiary ci>mpanies for the five· years ended November 30, 1974 has 
been examined by Coopers & Lybrand, independent certified public accountants, whose report 
thereon is included elsewhere in this Proapectus. This statement should be read in conjunction 
with the related consolidated financial statements and notes thereto included in this Prospectus. 

0 (Dollan .. ,... ....... } 
Year Ended Nonaber SO. 

1171 1171 117Z 1973 1974 

Net IOlt1 (1) . ··-···--··-··············----··-·-··- ' 161,112 ' 188,730 ' 229,361 ' 270,714 ' 291,258 

Colt of IOOda':IOld (3) ·······-··· .. -·········-··-··-- 115,176 133,159 163,318 l!IG,589 226,393 ---
Grou profit .............................. - .......... _ 45,936 55,611 66,043 74,125 64,865 

Selllns, pneral and odmlnlltratlve eXpellMS .. 23,418 29,180 29,955 3~,440 36,751 

22,438 29,391 36,088 39,685 28,114 
Oilier iileome (cleductiona) net: 

lnterut .... ,.JIM: 
1-s-tenn debt ....................................... - (540) (460) (337) (219) (1,070) 
Other lntenat ........................................ -·-· (250) (167) (196) (431) (1,523) 

(790) (627) (533) (650) (2,593) 

Other 1-, net ···-······-····-···-·······-··········-- 879 958 1,167 1,029 410 

=<? 
89 331 634 379· (2,183) 

Income before income t&xt1 .......... _ ...................... 22,527 29,722 36,722 40,064 25,931 

Provision for'lneome taxt1: (2) 
State and loeal .................................................... 321 1,137 1,638 1,670 1,203 
Federal lllld Canadian: 

Current ··-··-·················-··········-··-··-·-.. ··-·· 10,822 13,919 16,867 17,115 9,907 

Deferred ···-·········---·-···--·-·······-·····-··-·· 7 (180) ,128 410 1,120 

11,150. 14,876 . 18,533 19,195 12,235 

Not Income (1)(3) •.......... :: ................................... ' 1~,37_! ' 14;B46 • 18,189 ' 20,869 ' 13,696· 

•tained urninp at beainnlns of year ............ ' 37,870 • 43,545 ' 53,144 ' 65,447 ' 78,860 

IAa: 
.,, 49,247 58,391 71,333 86,316 92,556 

Cub diviclend1 paid on common atock ............ 4,532 4,768 5,886 7,456 7,654 
Dhldenda paid by merpd com,.mu before 

aequialtlon ........................................................ 53 27 
Ex- of coot of trouuey 'lhare1 o\•er 

amount allocated to additional .c3pltal •... 1,117 462 

5,702 5,247 5,886 7,456 /) 7,554 

llltaiM<! earnins1 at end of year ..........•......... ,... S 43,545 ' 113,lH ' 65,447 ' 78,86~y'i 85,002 
·· Pv llla!'ll of common •tock: 

Eaminp (4) ........................................................ • 1.53 ' 1.97 '2.40 • 2.76 ' 1.81 
1)1~ ~······-······-··························-,•·· .. ······ .. ··· • .80 ' .80 ' .83 '1.00 '1.00 

A-.. number ot common and common 
7,637,illo eqlll...ilint ...._ ( 4) ···-··--···························· 7,US,920 7,563,35' 7,671,100 7,552,720 

Ratio ol e.minp to flied ....... (5) .............. 18.2 25.5 2'1.S 27,4 7.9 
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(1) Included in the Statement of Income from the respective dates of acquisition are the 
results of 4 businesses acquired in transactions accounted for as purchases and the 
results to the dates of disposition of 6 businesses dieposed of since 1969. Also, the state
ment .reflects results of operations for the five year period , of businesses acquired in 
transactions accounted for as poolinp of interests. Sales and net income as originally 
reported and the amounts retroactively included as a result of poolings of interests sub
sequent to the original publication are as follows: 

(2) 

(3) 

(6) 

(Bolian In Tlloualldo) 
1971 1171 197Z 1973 1974 

Net al•: 
Orisinall:r p11blillhed ···············-·····-······· $ 116,368 ' 169,036 ' 223,610 ' 27~.714 ' 291,258 

Aa a rfflllt of IUbH(jllent poolinp ···-· 44,744 19,694 5,751 

Aa natated to reflect poolinp ···-··· $ 1~1,112 $ 188,730 ' 229,361 $ 270,71' $ 291,258 

Net income: 
OrisinaJly p11blillhed -·-----···-··-· $ 8,86' ' 13,368 ' 17,722 ' 20,869 ' 13,696 

Aa a -ult of 1UbHq11ent poolinp •..•.. 2,513 1,478 467 

Aa restated to .reflect poolinp ........ $ 11,377 ' 14,846 ' 18,189 ' 20,869 ' 13,696 

See Note 1 of Notes to Financial Statements. 

Irt;vision for income taxes combines the historical tax expense of individual companies. 
lklvestment tax credits were not material in amount and have been applied as reductions 
of income taxes currently payable. See Note 1 of Notes to Financial Statements. 

In the year ended November 30, 1974, the Company changed the method of valuation for a 
substantial portion of its domestic inventories from the first-in, first-out "FIFO" method 
to the last-in, first-out, "LIFO" method. The elfect of this chance was to reduce net 
income for 1974 by approxima,\ely $4,250,000 or $.66 per share. See Note 2 of Notes to 

" .Financial Statements. '' 

Earnings per share data is computed on the basis of the averase shares outstandinc each 
year includinc common equivalent shares, after retroactive adjustment for shares issued 
in connection with mercers and acquisitions accounted for as poolings of interests. 
Common equivalent shares were 28,405 for 1973, 32,954 for 1972 and 32,700 for 1971. 
See Note 1 of Notes to Financial Statements. 

For purposes of this calculation, earnings consist of income before provision for taxes on 
income and fixed charses. Fixed charses consist of interest and a portion of rents shown 
in Note 13 of Notes to Financial Statements deemed to be representative of interest. The 
pro forma ratio of earninrs to fixed charses for the year ended November 30, 1974 would 
have been 6.7 .after sivinc .effect to the issuance of the Notes offered hereby, interest on 
a 1975 lease/purchase qreement (See Note 14 of Notes to Financial Statements) and 
to reduction of the Company's !one-term debt outstandinc. The ratio for fiscal 1974 of 
eaminp to fixed charses and the pro forma ratio would have beer. 10.1 and 8.5, respec
tively, if the Company had not adopted the LIFO method of inventory valuation • 
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For the fiscal quarters ended February 28, 197 4 and February 28, 1975, Scott & Fetzer's 
net sales, net income, and earnings per share of Common Stock were as follows: 

(Dalian In Thou .. nd•) 
Flac:al Qaarten 

Ended FebraarJ 28, 

!!!! ~ 

Net sales ·······································-··············-····························· 65,662 57,566 

2,628 

$.35 
Net income ···········-··········-··························································· 3, 17 4 
Earninp per share of Common Stock .................................... $.42 

'111e data in the above table are unaudited; however, in the opinion of the management 
of Scott a: Fetzer~ adjustments (which consist only of nonnal recurring accruals) necessary 
for a fair presentation of the results of operations for these periods have been included. Net 
income and tarninp per share for the fiscal quarter ended February 28, 1974 have been re-

w etated to reflect the chanp to the "lJFO" method of inventory valuation described in Note 
2 of Notes to Financial Statements. '111e eaminls per share data have been computed on the 
buia set forth in Note (4) to the fore10ing Consoliilated Statement of Income and Retained 
Earnings. Results of operations for the fiscal quarter ended February 28, 1975 are not neces
sarily indicative of the results for the Year endinir November 30, 1975. 

\\ . 

Althoush preliminary .results for March of this year are below the results for March 1974, 
the sales and eaminp levels lire ccimparable tO the averap monthly results in the first quar
ter of this fiscal year. 'The Company expects sales and. earnings for the full quarter ending 
May 31,. 1975 to be lower than results for the comparable quarter of 1974. 

MANAGEMENT'S DISCUSSION AND ANALYSIS OF THE 
CONSOUDATBD STATEMENT OF INCOME 

Flnt Quarter Fi.al 1975 Compared to First Quarter Fisal 197-1 

In the first quarter ot'fiacal 1975 Scott a: Fetzer's sales dee~ by 12% to $57,566,000 
from '6$,662,000 for the comparable period for fiscal 197 4 in part due to the reduction in 
the demand for consumer products caused by the ireneral recession in the ,:U.S. economy, and 
in part due to inventory liquidations by mass merchandisers and retailers. The Company ex
perienced lower sales in all of its market classifications except Commercial/Industrial which 
increaaed approximately 7". Net income dropped 18% from $3,174,000 in the first quarter 
of 1974 to $2,628,000 for fiaW. 1975's first quarter principally because of the drop in sales, 
reduced tax. credits and in~ operatiq and interest costs. Substantially al}' of the decline 
in net income - 1ustained' In the Leisure Time line of Scott a: Fetzer's business which more 
than offset inereues in the profitability of the Commercial/Industrial, Electrical and Lll(htinir 
lines of blllin.s. 
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Fillcal 1974CompancltoFiacal1973 

In 1974 the Company's sales increased $20,544,000 or 8% above 1973 sales primarily due 
to an increaae In sellinr prices. However, net income dropped 34% from $20,869,000 in 1973 
to $13,696,000 in 1974 principally because of increased cost of goods sold (as a result of the 
shift to the LIFO method of inventory valuation and increased costs not fully recovered by 
Increased selllnr prices), substantially Increased interest expense and the effect of two work 

' stoppares, 

In 1974 the coat of roods sold increased approximately 15% reftecting higher costs of 
labor, raw materials and purchased parts. The Company's change in method of accounting 
for a substantial portion of its Inventory from the FIFO to the LIFO method was made to 
more accurately match current costs with sales and to minimize the effect of inftation on 
inventories and earnings. The effect .of this change was to decrease net income by approxi
mately $4,250,000 or $.66 per share. 

ScOtt .t Fetzer incurred increased interest expense in 1974 over 1973 of approximately 
$1,900,000 due to hirher bank borrowings required to finance the higher levels of inventories 
and receivables. 

The decrease in the provision for income taxes resulted from the decrease in the amount of 
pretax income. However, the e,ffective tax rate (Federal, state, local amt Canadian) in 1974 
wu 47.2% u compared with 47.9~ in 1973. This decrease in the effective rate was due to· 
hlrher investment tax credits and increased export activities 'ofthe Company's DISC subsidi
ary. The inc~ in deferred Federal taii:es was due larrely to the excess of depreciation for 
tax purposes ovar depreciation for financial reporting purposes resulting from a subst/,lntially 
increased auet base in. 197 4. · 

Fillcal 1973 Compared to Fiscal 1972 

Sales volume. increased $41,353,000 or 18% in 1973 as compared to 1972. This increase 
principally resulted from increased unit sales, particularly in the ftoor care and. leisure time 
markets. Only a small portion of the increase resulted from higher selling prices because 
Federal controls on prices were in effect durinr 1978 .• Net income for 1978 was $20,869,000 or 
15% hirher in 1978 than in 1972. This increase primarily resulted from the increased sales, 
althourh the full effect of the incr~'8ed sales was partially offset by the increased cost of 
goods sold. · '\. 

Cost of roods sold was approximatlJ1y $88,271,000 or 20% higher In 1978 than in 1972 
rellectinr the increase. of sales volume:' hirher labor costs and increased prices which the 
Company hacl to ~ to its suppliers . 

The Company's effective tax rate (Federal, state, local. and Canadian) decreased from 
50.5% in 1972 to 47.9% in 1973 due principally to greater investment tax credits. Despite 
this decrease in the effective rate, the provision for income taxes increased approximately 
$663,000 or 4% because of rreater pretax·income . 
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Lines of Business 

< 
BUSINESS 

Scott & Fetzer is a diversified company engaged in the manufacture and sale of a variety of 
products in five lines of business, lJloor Care, Commercial/Industrial, Leisure Time, Electrical and 
Lighting, which are carried on in 31 separate operating units. The following table sets forth the 
approximate amount and percentage.of total sales and income bef<!r,i! Federal, state, local and Canadian 
income taxes att~ibutable to each line of business for each of the indicated fiscal year~ and periods. 

Floor Care 

Quarter ended 

Per 
Amount £!!!! 

February 28, =· 
1975 ·········'-·········· ... $15,039 
1974 ........................ 17,622 

Year ended 
November 30, 

197' •····••·······••••···••• $72,885 
1973 ........................ 75,303 
1972 .................... '.... 61,700 
1in1 ........................ 51,228 
1970' ........................ 43,117 

Quarter ended 
February 28, 

26% 
27% 

25% 
28% 
27% 
27% 
27% 

(Dollaro in Thou•and1) 

SALES (1) (2) 
Commerdal/ 

lndu1trial 
Per 

Amount Cent 

$17,859 31% 
16,708 26% 

$80,625 28% 
77,032 29% 
69,221 30% 
60,298 32% 
52,294 32% 

Lel•ure Time 
Per 

Amount Cent -----
$11,125 19% 
14,699 22% 

$64,206 22 t/c 
54,745 20% 
42,113 18% 
29,849 16% 
21,991 14% 

Electrical 
Per 

Amount Cent 

$ 8,087 14% 
9,312 14'7c 

$42,279 14% 
33,016 12% 
29,764 13% 
25,919 14% 
24,697 15% 

INCOME BEFORE TAXES(l) 

Li•lttin1t 
Per 

Amount Cent 

$ 5,456 10% 
7,321 11% 

,31,263 11% 
:&0,618 11% 
26,563 12% 
21,436 11% 
19,013 12% 

" 

Total 
Per 

Amount Cent 

$ 57,566 100% 
65,662 100% 

$291,258 
270,714 
229,361 
188,730 
161,112 

100% 
100% 
100% 
100% 
100% 

' 

,1975 (3) •········••····• $ 2,876 56% $ 736 14% $ 134 3% $ 1,283 25% $ 77 2% $ 5,105 100')'0 
1974 (3) ................ 3,080 54% 487 9% 1,365 24% 909 16% (158) (3'7c) 5,683 100% 

Year ended 
November 30, 

1974 (3) ............... $11,613 45% 
1973 ·•··•·•··• ............. 16,620 41 % 
1972 ........................ 14,240 39% 
1971 .......•.... ........... 11,174 38% 

'• 1970 ........................ 7,839 35% 

$ 3,293 13% 
10,10,4. 25% 

8,98!i 24% 
8,623 29% 
5,938 26% 

$ 4,270 16% 
7,043 18% 
6,833 19% 
3,981 13% 
2,327 10% 

$ 5,974 23% 
4,607 12% 
4,847 13% 
4,228 14% 
4,574 21% 

$ 781 3% 
1,690 .,,0 
1,822 5% 
1,716 6% 
1,849 8% 

$ 25.931 100% 
40,064 100% 
36,722\ 100% 
29,722 iOO% 
22,527 100% 

,Q) The Company's lines of business are base\!, inc.part <m, the similarity of certain of its products and 
'·' in part on the similaritycof the markets'·'~n which its products are sold. The table reflects the 

allocation of certain expenses and other arbitrary determinations, the acquisition of companies 
accounted for as poolings. of interests and purchases, and the disposition of businesses. See 
"Acquisitions and Dispositions". 

(2) Certain of thJ\company's divisions and subsidiaries niilnufacture products which are sold to other 
divisions. !lnd ~ubsidiaries for use in their manufacturing and sales operations. Such sales have 
been eliminated from ,,\~e lines of business tabulation and aggregated approximately $3,692,000, 

Ci $9,506,000, $13,884,000,~ $18,714,000 and $23,109,000 for fiscal years 1970 through 1974, respec-
tively. See .Note 1 of Notes to Financial Statements. c ., 

(3) During 1974 the Company instituted a change in its method of accounting from FIFO to LIFO 
for a substantial portion of its inventory. See Note 2 of Notes to Financial Statements and 
"Management's Discussion and Analysis of the Consolidated Statement of Income", 
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During the flsCal year ended November 30, 1974, a major national retailing concern 
(Sears Roebuck & Co.) purchased products from various divisions of the Company which in 
the anregate acccounted for approximately 12 % of net sales fof such fiscal year. During the 
first quarter of fiscal 1975 sales to this national retailer accounted for approximately 11 'i'o of 
the "Company's net sales. Thia national retailer has been a purch&ser of Scott & Fetzer's 
products (including those of acquired companies) for periods varying between approximately 
18 and 38 years depenC:ing on the particular type of product. A major portion of the products 
purchalled by this retailinr .concern was within the Leisure Time line of business. No ·other 
customer accounted for a material percentare of total sales. The Company does not believe 
that. the I~ of any other single customer would have a material adverse effect on its total 

· business . 

' Sale!! of products for U. S. rovemmental use in fiscal 1974 pursuant to contracts which 
may be subject to renegotiation amounted' to approximately $5,000,000. 

Floor Care 

' The Company manufactures and distributes a wide variety of vacuum cleaners and other 
floor maintenance equipment and supplies for consumer, industrial and institutional use. It 
also manufilctures and sells to other manufacturers certain component parts incorporated 
in such equipment. · 

Floor mal.ntenance equipment for consumer use is sold primadly under the Kirby name, 
and certain other floor maintenance equipment for such use is sold under tbe private labels 
of customers. Scott & Fetzer, which entered the household vacuum cleaner field in 1919, manu
factures and sells the Kirby upright vacuum cleaner and related floor care and other acces
sories. Kirby Division products are sold exclusively by the direct sales method in the home 
through approximately 700 independent distributors with a combined estimated direct sales and 
support force of over 11,500 persons focated throughout the United States and Canada, although 
sales in Canada do not constitute a mat.erial portion of total Kirby sales. The Kirby Division's 
sales to distributors are substantially all for cash . .In fiscal 1974, no one distributor accounted 
for more than 2% of Kirby Division sales. Domestic sales are fairly evenly distributed 
throughout the countr:v..~based upon population densities. The sale of vacuum cleaners and 
related accessories prii!iiif'ily for home use under the Kirby and other nam~ as well as private 
labels accounted for approximately 20 'lo, 22 % , 22 % , 23 % and· 20 % of, total sales of Scott 
& Fetzer for each of the fiscal years 1970 through 1974, respectively. See "Pending Legal 
Pcroceedinp" . 

In addition to the Kirby products, the Company manufactures and sells under the 
American-Lincoln and Wilshire names an extensiv.e line of power-driven industrial and 
institutional floor maintenance equipment and related supplies, including industrial-type 
polishers, sanders, wet floor scrubbers, tank-type vacuum cleaners and sweepers ranging 
in Size up to, ~d including, tractor mounted scrubbers and sweepers. The Company also 
manufactures motors and roller and flat brushes for vacuum cleaners, polishers and other 
floor maintenance equipment. ·· 

Commercial/lnduatrial )) 

The Company manufactures a variety of product~ having eommercial and industrial 
applications, \he major Items of which are air compressors, components of tracks for military 
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vehicles, and leather goods which are aold to the mass merchandise market. Scott & Fetzer 
also manufactures utility and service truck bodies and related equipment, suspension system 
components for vehicles, as well as plumbing fixtures utilized primarily in mobile homes. 

One of the Company's Qivisions markets color photo-identification systems for drivers' 
liei!nses currently in use by motor vehicle departments of 20 states. Similar systems are 
marketed for credit cards, college and industrial identification cards, 11,nd other personal identi
fication applications. 

In addition, the Company manufactures and sells cutlery and other household items 
primarily for promotional use by a variety of businesses engaged in the distribution of 
consumer products. Scott & Fetzer also makes and sells injection-molded plastic items and 
assorted ')>Jutic containers, as well as chain saws, scissors, shears and trimmers. 

Also within the Commercial/Industrial line the Company manufactures connectors 
and fittings for compressed gas applications and pr.ecision equipment used in processing indus
tries for the measurement of pressure, vacuum, and flow of liquids. 

Scott & Fetzer's Commercial/Industrial products are sold through a variety of distribu
tion systems including wholesalers, jobbers and direct sales. ·~ . 

Leisure Time 

The Company manufactures primarily for home use complete as well as component 
parts of spraying units including small compressors for the application of paints and other 
liquids. These products are sold by mass merchandisers under private. labels and by hardware 
stores under the CampbeU-Hauafeld brand name. For the fiscal years 1970 through 197 4, 
the sale to the leisure time market of complete spraying units and components accounted 
for approximately 7%, 9%, 11 %, 12% and 18%, respectively, of total sales of the Company. 

For the leisure time market the Company also manufactures and markets primarily 
through independent distributors hitching and towing equipment, including trailer hitches, 
balls, couplers and other related towing items, and recreational vehicle awnings. 

In addition, Scott & Fetzer manufactures and markets primarily through independent 
distributors electrical and mechanical winches for marine and other applications. 

Electrical " 
Scott & Fetzer manufactures and sells numerous electrical compommts and products, 

inCluding zinc die cast electrical fittings and transformers and balla~ts for ind0<ir and outdoor 
electrical signs. The Company also makes and sells· timing devices for residential and 
commercial automatic laundry equipment, fractional horsepower motors for electric appli
ances and other products, and ignition systems for residential and industrial oil furnaces. 

. D 
Other electrical products manufactured and sold by the Company include couplers, a 

specialty line of armored cable terminators, and various other items ·used principally in 
connection with high voltage elec.tric cables, as well as a variety of fittings for use with low 
voltage electric cables. 
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Among the Company's other electrical products are television antennas and accessory 
equipment, both for conventional and mobile home use. The Company is also engaged in the 
manufacture and sale of both weather-proof and explosion-proof fittings, junction boxes, 
instrument housinas and control stations for electrical distribution systems. The Company's 
electrical products are generall)' marketed through distributors. 

Lighting 

Scott & Fetzer produces and sells in the United States and Canada numerous designs 
and modehl of ceiling and wall lighting fixtures for residential and commercial applications. 
These fixtu.res are sold under the Virden, Prestige and Atlas brand names primarily through 
electrical fixture distributors. 

Throuih its Rembrandt Lamp Division, the Company manufactures and sells table, floor 
and swaa lamps primarily for residential use. Such products are sold principally by manu
facturers' representatives and division salesmen to furniture dealers, department stores and 
interiot• dt.>corators . 

Numerous states and municipalities have ena~ted Jaws, and the Federal Trade Commission 
has promlilgated a regulation effective June 7, 1974, which, generally, afford the consumer 
a brief pei'iod of time in which to disaffirm without cause a direct sale made in the home. In 
addition, other statutes and ordinances require the licensing or registering of in-the-home 
salesmen ilnd generally provide 'other consumer safeguards. In the opinion of the Company's 
managem~nt, such laws and reaulations have not had a material adverse effect on the sales 
or p1·ofitaoility of any of the Company's divisions. 

In November 1974 the Consumer Product Safety Commission 'notified the Campbell
Hausfeld Division and other manufacturers that high pressure "airless" paint spray products 
may be hazardous to the consumer and would be studied for possible Commission action, 
which could include the imposition of mandatory safety rules and the recall of such products 
already sold. In the opinion of the management of Scott & Fetzer, sales and profits of high .; 
pressure "airless" paint spray products are not material to the Company's overall operations . . , 

Acquisitions and Dispositions 
During the 5 fiscal years ending November 30, 1974 the Company completed the acquisition 

of 17 businesses located throughout the United States and Canada of which 13 were accounted 
for as poo!ings of interests and 4 were accounted for as purchases. As a result of these 
acquisitions the Leisure Time line of business was created and the Commercial/Industrial 
line of business was substantially expanded. The consideration paid by the Company in 
connection with th.ese acquisitions consisted of approximately $3, 777,000 in cash and approxi
mately 1,852,000 Common Shares of the Company having an approximate aggregate market 
value of $56,600,000 at the respective dates of issuance. 

~'-....__ 
!n order to eliminate marginal operating units, the Company during 1972 sold the assets 

of the Bedford Gear Division and the assets of the Snyder Body product line of Stahl Metal 
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:Products Division and during 1974 sold the assets of the Lakewood Industries Division and 
the 1tock of the ,Emmons Tool A: Die Co. Limited. The disposition of these units did not 
materially affect the Company's aalea or earnings. 

C-petitlm 
There are a number of companies engaged in manufacturing each class of products made 

by Scott A: Fetzer. Although Scott & Fetzer believes it is among the leading manufacturers 
in certain of its major product lines, including high quality vacuum cleaners and various 
types of air compressors, the Company's products are sold in many markets and there is 
1ubstantial competition in each· of the markets it serves. 

Raw Materials and Supplies 

Raw materials required for the Company's various products are commonly available 
" ma~erials such as steel, zinc, aluminum, brass and copper, which are generally purchased 

locally from producers and distributors of silch items. Suppliers of component parts and 
castinp are located in many areas throughout the country. Scott & Fetzer does not depend on 
a lintrl!!,, aource of supply for its raw materials, component parts or supplies and believes that 
itis aources of supply are adequate. . 

Ene~ . . ~ 
Scott & Fetzer uttlieu oil, gas and electricity as its pz-incipal energy sour'!ell. There has 

not been any material dieruption of production at any of the Company's plants because of 
enel'gy shortages. However, there is no assurance that energy shortages in the future will 
not have an adverse effect on the Company either directly, or indirectly by reason of their 
effect on customers or suppliers. 

Environmentll Controls 

Scott & Fetzer believes its facilities are in substantial compliance with existing laws 
and"regulations relating to control of air and water quality and waste disposal. Environ-

, mental compliance has not had and is not expected to have a material effect on the Company's 
capital expenditures, earnings or competitive position. In April 197 4, the Air Pollution 
Control Board ;of the State of Indiana rull!d that the Company's foundry located in West 
Harrison, Indiana was in violation of the Indiana Air Pollution Control Board Regulations 
and ordered the submi!'Sion of plans for the installation of certain corrective pollution control 
facilities, estimated to cost approximately $400,000. However, the Company recently estab-
lished a new automated casting operation utilizirig electric furnaces, and consequently, d.ue 
to age and the cost of the proposed corrective pollution .control facilities, the West Harrison 
foundry operation was shut down, and its re-opening is dependent upon: the level of future 

~~~~ ~ 

Pate:t:n: ~~:::··in its business various trademar~:.-tr_a_d_e._n_am_e_s-,-~pa-te-n-:-ts-,_tr_ad_e ____ l 
. ucrets, and· licenses. While a number of these rre important to the Company it' does not 

0 consider a material part of its business to bedependent on any one or group of them. 
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Al of Karch 1, 1975, the Company employed approximately 5,800 persons, of whom 

approximately 1,400 were aalaried and approximately 4,400 were hourly. Approximately 2,600 
of. the hourly emplo,_ ii~ 25 of the Company's 55 plants are represented by labor oriraniza. 
tiona. The ComPll11 has', enjoyed irenerally &'ood relations with its employees. Strlkea at 
two of the Compeny'a dlfuions durinir 1974 of three and ftvll! weeks duration, respectively, 
1'eN utldlictorily Mttled but resulted in lost pl'Ol\uction which reduc_ed eaminp in the third 
quarter of fllcal 1974. Labor contracts involvinir apnroxima tely 260 employees are scheduled 
for nea'(!_tiation duriq ftacal 1975. ~ 

In addition to employee b~nefit· proirrams which Include. paid vacations, Insurance and 
dilability, hospital.iaatlon ind medical benefits, the Company has in effect for its divisions 
and subaidlariea various pension and retirement plans for salaried and hourly personnel, in
cludine non-contributory trusteed plans, and profit sharing retirement plans. See Note 8 of 
Notes to Financial Statements for infonnation conceminir contributions by the Company under 
such plans, unfunded past service cost, and other data. iF\I .. 

Peadlac fAial. Pncte4lnp 

The Federal Trade Colllll'Juion has notified the Company by lettel' of a. nonpublic inveati
' ration of ita "Kirby Division. The na,tl!.re and scope of the investiption, which has been 
· continulq for over 2 yon, is to determfoe whether or .not the Kirby Division may be enpired 
ln unfair or deceptive acts or practices in violation of Section 5 of the Federal Trade Com
mluion Act ln connection with the sale throuirhout the United States of vacuum cleaners, 
acceuories and attachments, or any other merchandise. Scott &: Fetzer believes that it is 
.11ot In vi111Ation of the Act. <J " Ii 

For a diacuuion of certain proceedinirs before the Air Pollution .Control Board of the 
S~te of Indiana, - "Environmental Controls". 

Pr1p1rtJ 

The Company's various operations are. conducted in 50 manufacturinir facilities and 5 
warehollln in 48 locationa in 14 states and in the Canadian provinces of Ontario and Quebec.· 
Many of the Company's facilities are relatively new and modern, while other facilities have 
been in operation for a substantial number of years. Manairement believes that the manu
facturins capacity of the Company's facilities ls irenerally adequate at current levels of 
operatiou. - ··· 

" 
·. :: " tor the three ftlcal years 1972 throqh 1974, Scott &: Fetzer has invested approximately 
e ,, :: '38.2PG,OOO for new facilities, expansion of existlnir facilities, automation and cost reduction 
-·--.-+·----equiplnent,...Duri.ns_the_197f ftacal year Scott &: Fetzer bepn operations in, or commenced 
. '' coutructlon of, 5 new manufacturinir 'plantll and 6 additions to exi&tinir plants. Various of 

" the P,mpany'• facllities, includlnir several of the. new facilities, are leased, with. options ·to 
~ purchue ' In 10me cases. For additional infonnation concerning the lease obllptions of the 

• Coml>anY lff Notea 6, 9, 13 and 14 of Notes to Financial Statements. 
' -' 
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MANAGEMENT 

The directon and principal olricerl of the Company are: 
\\;: 

.,. !!!!! 
Niles R Hammlnk 

Ralph E. Schey 

Quin Lohr 

J. F. Bradley 
!/ 

Jiunea M. Heyne 

Joseph T. Bailey 

8-ymond E. Channod 
James A. Hu,hea 

Thomu W. Smith 

John Bebblqton 

. Carl w. Goldbeck 

W •lter A. Rajlil 
Kenneth D •. Hqhea 

Robert C. Weber 

II !!!!!. 
Director, Chairman and Chief Executive Olficer 

Director, President and Chief Operatins Olticer 

DirectoJo and Senior Executive Vice President 

Director and Executive Vice President- Finance 

Director, Executive Vice President- Operations 

DirectOr 

Director 

Director 
Director 

Group Vice President 

Group Vice President 

Group Vice President 

Treuurer, Controller and Assistant Secretary;. 

Secretary and General Counsel 

DBSCRIPl'ION OF NOTES 

The Notes will be iaaued undv'an Indenture to be dmted u of May 15, 1975, between 
The Scott & Fetler Compmny Uld Natioaal City Bank, Trustee, • copy of which bu been 
ftled u an exhibit to the Rqlatration Statement. The followinc ia • aui;nnw')' of certmin pro
visions of the Indenture but doe. not purport to be complete and ia qUallfted in ita entirety 
by reference to the Indenture. Befu- in ltalica are to the Indenture. 

The Notea will be limited to '30,000,000 qrrepte principal lmount and will be unsecured 
obllptiou of the Compmny maturins Jky 16, 1986 and beuins intereat •t the rate per 

,, umum 1tated .on•\the cover pqe of. thla Pro.pectus, pmy•ble Hmi-annually on Jilly 15 ud 
November 111 of NCh yur (commenciq November 111, 1976) to holden of record •t the close 
of blWneaa on the precedins May 1 Uld November 1, reapectively, subject to certain exceptions. 

Principal ii to be P11mble. ud !(otea may be trusferred or exchanred without U'I 
aervlce ch~. either at the oftice of tfte Trustee, 623 Euclid Avenue, Cleveland, Ohio or at 
tlle'New York truster window of. the Truatee, 2 B~way, '1th Floor, New York, New York; 

·provided that; un1eu other. arr&IJllll!tntlJ are made. by the Company, payment of intereat will · 
be Dlade by the ComPlllY by chedt"maDlcl to the ad~ of the rqiatered holder. 
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The Notes will be iuued only in fully reciatered form in denominations of $1,000 or any 
multiple thenof. 1'1• Note. will be transferable, or exc:haniuble for Notes of other denomi
utlou,. without cl,i....., except that the Company may require payment of a sum sufficient 
to eover any tax ci'r other pvernmental !;harp in connection therewith . 

• •• & ...... 
. n 

The Not.I may be redeemed berinniq on Jlfay '10{ 1982, at the option of the Company, 
u a whole or In put on at least SO days' notice by mail at a redemption price of 100% of 
the principal 111\0UDt thenof, tosether with interest accrued to the date fixed for redemption. 
(Steffolt I.OJ) Tbe Not. will not be entitled to any linking fund. 

UNl1ati9a - ....... Dellt 
'Tbe Compiilur will covellallt that it will not create, iuue, guarantee, assume or otherwise 

Incur, not' wlU It permit any Subsidiary to create, iuue, guarantee, assume or otherwise 
Incur, any FQded Debt unleu immediately thereafter and after giving effect to the existence 
of 1uch'•Funded Debt. to the receipt of the net proceeda thereof and to the retirement of any 
lndebtedn.a whleh ii then. being retired out of the proceeda of such Funded Debt, Consoli
dated Net Taqlble Aa9eta ahall be at least equal to 226~ of Senior Funded Debt and ·at 
leut equal to 200" of Consolidated Funded Debt. This restriction provides an exception 
for- atenalou, renewall and refundinp of Funded Debt. (SectioR -'·08) 

Tbe term "Couolldat.ed Net Tan(ible Aaleta" will be defined to mean the total of all 
...et. (lea depreciation and amortization reaerVes, other valuation reserves, loss reserves, 
l deductible from -ta in determining tangible assets in accordance with generally 

ted accountlq principles and certain other item• specifically excluded by the Indenture) 
h, under pnerally accepted accountinr principles, would appear on the asset side of a 

0 

eodiiolidated balance lheet of the Company and· ita Subsidiaries, leSB the aggregate of all 
lllbllltl-. deferncl eredlta, minority shareholders' intereata in Subsidiaries, reserves and 
other items which, under such principles, would ap1\ear on the liability side of such consolidated 
balance llN!et except Funded Debt and 1hareholde~' equity, all as .determined in accordance 
with 1uch princlple1. · 

The term "Funded Debt" of any corporation will be defined to mean all indebtedness 
for borrowed mo11e1 created, Incurred, assumed or guaranteed bi any manner by such corpora
tion (or In effect guaranteed by such corporation through an agreement to purchase), or 
outltandlns ·· lndebtedneu Incurred in connection with the. acquisition of property, which 
matures more than one year after, or which by Its terms is renewable or extendible or payable 
out of th•proceeda of similar indebtedness incurnd pursuant to the terms of any revolving 
credit aareement or any similar asreement at the option of such corporation for a period 
endlns more than one year after, the date as of which Funded Debt is tieing determined (ex
cludiq any .1111ount thereof which Is included In current liabilities) ; provided, however, that 
Funded Debt lhall not lnclude"any lndebtedneu for the payment, redemption or satisfaction 
of which money (or evidences of indebtedness, if permitted under the instnilnent creating or 
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evidencing such indebtedness) in the necessary amount shall have been deposited in trust 
with a trustee or proper depository either at or before the maturity or redemption date thereof. 

The term "Consolidated Funded Debt" will be defined to mean the aggregate of Funded 
Debt of the Company and ita Subsidiaries, less any Funded Debt of the Company to any 
Subsidiary or of any Subsidiary to the Company or any other Subsidiary. The term "Senior 
Funded, Debt" will be defined to mean and include all Consolidated Funded Debt, less 
Subordinated Indebtednesa (defined as Funded Debt of the Company which is expressly 
made subordinate and junior in right of payment to all Senior Debt, including the Notes, 
in the event of insolvency or similar proceedings or upon the occurrence of any event of 
default with respect to any Senior Debt), if any, of the Company. 

Lhnltation on Liens 

The Company covenants that it will not, nor will it permit any Restricted Subsidiary (as 
de'ilned) to, issue, assume or guarantee any debt for money borrowed ("Debt") if such Debt 
is aecured by a Mortgage (as defined) upon any Principal Property (Principal Property 
being defined as any manufacturing plant or facility located within the United States of 
America owned or leased by the Company or any Subsidiary, unless, in the opinion of the 
Board of Directors, such plant or facility or portion thereof is not of material importance 
to the total business conducted by the Company and ita Restricted Subsidiaries, ind any shares 
of capital stock or indebtedness of any Restricted Subsidiary) without in any such case effect
ively providing that the Notes shall be secured equally and ratably with such, Debt, except 
that the foregoing restrictions shall not apply to Debt secured by: 

(i) Mortgages on any property acquired, constructed or improved after the date of 
the Indenture which are created, incurred or assumed within 120 days after such acquisi
tion, or construction or improvement tc seeure or provide for the payment of all or auy 
part of the purchase price of such property or the cost of such construction or improve
ment: provided that any such Mortp.ge shall not apply to any other property except, 
in the case of any construction or improvement, theretofore substantially unimproved real 
property on which the, property so constructed, or the impl~·~rnent, is located; 

(ii) Mortgages on any property acquired from a corporation which is merged with 
or into the Company or a Restricted Subsidiary or Mortgages outstanding on property 
at the time it is acquired by the Company or a Restricted Subsidiary or Mortgages out
standing on property of a corporation at the time it becomes a Restricted Subsidiary; 

(iii) Mortrages to secure Debt of a Restricted Subsidiary to the Company or to 
another Restricted Subsidiary; 

(iv) Mortgages required by any contract, statute or ordinance in order to permit 
the Company or a Restricted Subsidiary to perlorm any contract or subcontract made 
by it with or at the request of the United States of America or any State or any 
political subdivision of either or any department, agency or instrumentality of any of 
them: 
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(v) Ko~ in favor of certain 11>ver'nmental bodies for the purpose of securing 
1U1J a~ or PaJinent for the ac,quisition, construction j?r improvement of pollution 
eontrol .pr abat.nent facilltiea, provided, that any such Mortpge shall not apply, and 
llhall not incJude tranafer of or title to, any other property theretofore owned, other than 

• the *'1Ultinc to IUdl tranlferee or mortir&Pe of auch eaaementa of ingreaa and egreu 
over the properi, theretofore owned u is necesaary to permit the attachment or removal 
of 9117 equipm111t or other property deeirned primarily' for the purposes of pollution 
~ntrot or abatement; 

(\ 

(vi) Kortcapa exiati~ at the date of the Indenture; 

(VU) /Uiy extension, renewal or replacement, in whole or in part, of Debt aecured 
by any Kortpp referred to in the fofelOlng clauses (i) to (vi), inclusive, provided 
however that the. principal amount of the Debt aecured thereby shall not exceed the 

.. principal amount of Debt IO aecured at the time, and that such extension, renewal or 
replleement Kortsa&e. lhall be limited to all or part of the property so secured at the 
tilllll;. ancl ... . 

(viii) .Judament, tax and similar liens iltcurred in the ordinary course of buaineu 
which are bllnc eonte.ted in aood faith by appropriate proceedinp. (Seetioll 4.04) 

Thia covenant will allo be subject to the exceptions described below under "Exempted 
lllclebtedll111". ' 

. Lhalaao. - 8111 udfLeue-llldl 

Neither the Company nor any Restricted Subsidiary may enter into any Sale and Leue
Badl: Tranuction with· any person providing for the leasing b;,. the Company or any Retltricted 
Subeidiary of any Principal Property (except for temporary leuea of not more than three 
yean, ineludlq nnewall, and ex• for leues between the Company and a Restricted Sub
llicliary or betwen Rtttricted Subaidiariea), which property bu been or la to be sold or 
transferred by the Company or 1uch Restricted Subeidiu;""to such person, unless (i) the 
Company or aueh Restricted Subaidlary would be entitled pursuant to "Limitation on Liena" 
to incur Debt, in the amount of Attributable Debt with raped to the Sale and Leue-Back 
TranuetiG11, eecured by a llfortraae on such property without equally and ratably leCUriq 
the Not.; or (ii) the Company elects to reimburse itHlf in an amount equal to the fair 

0 nlue of 1uch property or all or part of the net proceedl of 1uch eale, whichever la greater, 
' by reuon o'f" upenditurea made for the &e11ulaition, construction or impr::rement of unen

cumbered Principal Property since January 1, 1975 and within twelve (12) months prior to, 
or within 120 daya alter, the conaummation of such eale; or (ill) if the exception described in 
(i) above la not available, the Company will apply an amount equal' to such net proceedl or 
auch fair nlue, whichever i1 treater, to the extent that it bu not been applied to reimbune
'n*lt punuant to (ii) above, to retirement ·of non-subordinated Funded Debt of the Company. 
(&diok ... 06) ., 

. The term "Attributable Debt" will .be defined to mean, 111 of any particular time, the 
P1-llt nlue. dllcounted at a rate per annum equal to the intereat rate specified In the 1-
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(or if such interest rate is not determinable from the lease, the interest rate specified on the 
Notes), compounded semi-annually, of the rental payments due during the remaining term 
of ~ leue (includiq any period for 'which such lease has been extended or may, at the 
option (If the lessee, be extended) included '1'in any Sale and Lease-Back Transaction. Sucll 
·rental payments shall not include amounts payable by the lessee for maintenance and repairs, 
insurance, taxes, useasments and similar charges . 

This covenant will also be subject to the exceptions described below under "Exempted 
Indebtedness". 

IJmitatieft on Sale of Capital Stock of a Restricted SubsicliaJ')' 

The Company will qree that neither it nor any Restricted Subsidiary will sell or transfer 
to, or allow to be held by, persons other than the Company or a Restricted Subsidiary 
any sh~es o{capital stock of any Resttjcted Subsidiary, unless simultaneously with any such 
sale or transfer 1111 of the shares of capital stock of such .Restricted Subsidiary, at the time 
owned by the Company or any other Subsidiary, shall be sold or transferred as an entirety 
for 11 consideration and upon terms deemed by the Board of Directors to be adequate and 
satisfactory, except (i) shares of capital stock held on the date of the Indenture by persons 
other than the Company or a Subsidiary, or so held at the time of a corporation's becoming 
a Restricted Subsidiary, or subsequently obtained through the exercise of pre-empti\'e rights; 
and (ii) shares of capital stock sold for the purpose of qualifying directors or paying stock 
dividends on common stock. (Section -'·06) 

This covenant will also be subject to the exceptions described below under "Exempted 
Indebtedness". 

Ex~mpted lnde!ltednesa 

Notwithstanding the foregoing provisions, but subject to the restrictions set forth above 
under "Limitation on Funded Debt", the Company and its Restricted Subsidiaries (a) may 
issue, or guarantee Debt, which would otherwise be subject to the restrictions set forth above 
under "Limitation on Liens", without securing the Notes, or (b) may enter into Sale and 
Lease-Back Transactions which would otherwise be subject to the "Limitation on Sale and 
Lease-Back" described above, without retiring Funded Debt, or (c) may sell or transfer, or 
allow to be held, shares of capital stock of a Restricted Subsidiary which would otherwise be 
subject to the restrictions set forth above under "Limitation on Sale of Capital Stock of a 
Restricted Subsidiary", or (d) may enter into a combination of such transactions, if, at the 
time thereof and after giving eft'ect thereto, the sum of the principal amount of all such Debt, 
the .. Attributable Debt in respect of Sale and Lease-Back Transactions existing at such time, 
and the aggregate sales price if sold or book value if otherwise transferred or held of all such 
then outstanding capital stock of any Restricted Subsidiary does not at any such time exceed 
5~ of the shareholders' equity in the Company and its consolidated subsidiary companies, as 
shown on the audited consolidated balance sheet contained in the latest annual. report to 
shareholders of the Company. (Section -'.01) 
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Umitatien on Dhidenda and Distributions with Respect to Stock 

The 'Company will not be ·permitted to declare or pay any dividend or make any dis
tribution on any class of its capital stock (except iii capital stock) or acquire, or permit any 
Subsidiary to acquire, any shares of any class of capital stock of the Company if, upon giving 
effect. thereto, the agrrepte amount expended for all such purposes after December 31, 1974 
would exceed the sum of (i) Consolidated Net Income (as defined) of the Company and its 
Restricted Subsidiaries and Canadian Subsidiary since December 1, 1974, (ii) the net proceeds 
received by the Company subsequent to December 31, 1974 with respect to the issue or sale 
of any capital stock of the Company (including capital stock issued on conversion of iudebted
neu, which indebtedness is issued after December 31, 197 4, valued at the principal amount 
of the indebtedneu so converted) but only insofar as such net proceeds do not exceed the 
aqregate amount of such acquisitions and redemptions of, and distributions (other than cash 
di'l'idends) on, capital stock since December 31, 1974, and (iii) $15,000,000, Notwithstanding 
the foreKOing restrictions, the Company may (a) pay any dividend within sixty days after the 
date of declaration thereof, if at that date such declaration complied with the provisions of this 
li111itation, and (b) acquire any shares of any class.of its stock1by exchange for, or conversion 
into, other shares l)f its stock to the extent that such exi·~hange or conversion does not ,. ' 
involve any expenditure of funds (except reasonable expenses relating thereto, including 
necesury adjustment of fractional shares) by, or any distribution of assets of, the Com
pany or any Subsidiaries; but all dividends paid pursuant to clause (a) above shall be in
cluded in all computations made pursuant to this limitation. (Section 4.08) 

COllllOlidation, Merger or Sall! of Assets 1 

If upon any consolidat.ion or merger Ci'f the Company or any Restricted Sub~diary 
with or into any other corporation, or upon any sale, conveyance.-or lease of subst~htially 
all its properties, any Principal Property would thereupon become '§ubject to any Mortgage, 
the Company prior to such event, will secure the Notes by a direct lien on such Principal 
Property prior to all iiells''Jther than any theretofore existing thereon. (Section 11.02) 

Certain. Definitions 

The term "Subsidiary" is defined to mean any corporation of which at least a majority 
of the outstanding stock having ordinary voting power to elect a majority of the board of 
directors of such corporation shall at the time be directly or indirectly owned or controlled 
by the .Company. The term "Restricted Subsidiary" is defined to mean any Subsidiary sub
stantially all th,e property of which is located, or substantially all of the business of which 

"is carried on, within the United States of America. , · 
@ . 

Modification of the Indenture 
c 

The Indenture cont&ins provisjons permitting the Company and the Trustee, with the 
consent of. the holders of not less than 66% % in principal amount of the Notes at the time 
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outstanding, tw execute supplemental indentures adding any provisions to or changing in 
any manner or eliminating any of the provisions of the Indentu::e or any supplemental 
indenture or modifying in any manner the rights of the holders of the Notes; provided 
that no such supplemental indenture shall (i) extend the fixed maturity, reduce the principal 
amount, reduce the rate or extend the time of payment of interest on any of the Notes, 
without the consent of the holder of each Note so affected, or (ii) reduce the percentage of 
the Notes, the co~sent of the holders of which is required for any such supplemental indenture, 
without the cons~nt of the holders of all such Notes then outstanding. (Section 10.02) 

'·' 
Events of Default 

An Event of Default is defined in the .Indenture as being: default for 30 days in payment 
of any 'interest; default in payment of principal; acceleration of any indebtedness for bor
rowed money pursuant to the terms under which such indebtedness is outstanding if such accel
eratfon is not annulled within 30 days after written notice unless cured or waived under such 
other instrument prior to acceleration under the Indenture or the entry of a judgment; default 
for 60 days- after- notice in performance of any other covenant in the Indenture ; or certain 

·events in bankruptcy, insolvency, or reorganization. (Section ·6.01) The Company is required 
to file with the Trustee annually an Otficers' Certificate as to the absence of certain defaults 
in the tenns of the Indenture. (SectUn& 4.11) The Indenture provides that the Trustee may 
withhold notice to the Noteholders of any default (except in payment of principal of, or 
interest on, the Notes) if the Trustee considers it in the interest of the N oteholders to do so. 
(Section 6.08) The Indenture i\rovides that, if an Event of Default defined therein shall have 
happened and be continuing, ei\\her the Trustee or the holders of 25% principal amount of the · 
Notes then outstanding may declare the principal of all Notes to be due and payable. (Sec
tion 6.01) 

Subject to the provisions of the Indenture relating to the duties of the Trustee, the 
Trustee s.hall be under no obligation to exercise any of its rights or powers under the 
Indenture at the request, order or direction of any of the Noteholders, unless such Noteholders 
shall have ottered. to the Trustee reasonable indemnity. (SectUn& 6.04) Subject to such pro
vision for indemnification, the holders of a majority in principal amount of the Notes at the 
time outstanding shall have the right to direct the time, method and place of conducting any 
proceeding for any remedy available to the Trustee, or:exercising any trust or power conferred 
on the Trustee, provided that the Trustee shall have the right to decline to follow any such 
direction if the Trustee is advised by counsel that the action so directed may not lawfully be 
taken or if the Trustee ''determines that such action would involve the Trustee in personal 
liability. (Section 6.07) 

Concerning the Trustee 

National City Bank acts as depository for funds of, makes loans to (including being the 
leading lender under the revolving credit agreement), and performs other services for, the 
Company in the normal· course of business . 
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UNDERWRITING 

The Underwriters named below have severally agreed, pursuant to the Underwriting 
Agreement with the Company and .subject to certain conditions contained in that Agreement, 
to purchase the following respective principal amounts of Notes. 

N ... 

Smith, Barney & Co. 

Incorporated ···-······················· 
McDonald & Compaliy ··········-··· 
Prescott, Ball & Turben ···-··-··· 
Advest Co. ···-··-··-········-···--···· 
Bact>n, Whipple & Co. ··············
Bateman Eichler, Hill 

Richards Incorporated ·······-· 
Bear; Stearns & Co. ···-······--··· 
William Blair & Company ...... :. 
Blyth Eastmi(ii? Dillon & 

(:_"("' 

Co. Incorpi>rated ···············-··· 
Bosworth, Sullivan & 

Company, Inc. -·-······---,···· 
The Chicago Corporation ....... : 
Colin, Hochstin Co. ··-················ 
Dain, Kalman & Quail, 

Incorporated ···········-··-····'······ 
Dillon, Read & Co. Inc •. ···'········ 
A. G, Edwards & Sons, Inc ••..... 
The First BoSton Corporation .. 
First of Michigan Corporation .. 
First Mid America Inc. ···--·-··· 

·Fulton, Reid & Staples, Inc. ·-;Y" 
Goldman, Sachs & Co. ·······-····· 
Halsey, Stuart & Co. Inc. --·-· 
Hornblower & Weeks-Hemphill, 

Noyes Incorporated ····-······· 
E. F. Hutton & Company Inc ... 
The Illinois Company 
Incorpora~ -·-··········-··········· 

Joseph, Mellen & Miller, Inc .•... 
Kidder, Peabody I< Co. 

Incorporated ···················-··-··· 
Kirkpatrick, Pettis, Smith, 

Polian Inc. ···-··-··----·-··-··· 

Prhlcipal 
Am omit 

$ 5,000,000 
2,500,000 
2,500,000 

250,000 
250,000 .. 

250,000 
500,000 

,, 250,000 

700,000 

150,000 
150,000 
150,000 

250,000 
700,000 
250,000 
700,000 
250,000 
250,000 
250,000 
700,000 
700,000 

700,000 
700,000 

150,000 
150,000 

700,000 

250,000 
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Name 

Kuhn, Loeb & Co. . .................. . 
Legg Mason/Wood Walker, 

Div. of First Regional 
Securities, Inc ........................ . 

Lehman Brothers 
Incorporated ···-··············-······· 

Loeb, Rhoades & Co .................. . 
Loewi & 

1
Co. Incorporated ....... . 

The Milw!lukee Company ......... . 
Murch & Co., Inc. . .................... . 
The Ohio Company ................... . 
Paine, Webber; Jackson & 

Curtis Incorporated ............... . 
Piper, Jaffray & Hopwood 

Incorporated ........... :~---·······-··· 
Rand & Co., Inc. . ......................• 
Reinholdt & Gardner ............... . 
Reynolds Securities Inc~ ........... . 
The Robinson-Humphrey 

Company, Inc. ·······-··············· 
Roose, Wade & Company ·····-··· 
Rotan Mosle Inc. ···········-········· 
L F. Rothschild & Co. ···-········· 
Salomon Brothers ..................... . 
Shearson Hayden Stone Inc •.... 
Shields Model Roland ,. 

Securities Incorporated ···-····· 
Shuman, Agnew & Co., Inc ...... . 
Stuart Brothers ·····················-··· 
Sutro & Co. Incorporated ....... . 
Weeden & Co. Incorporated ..... . 
Wheat, First Securities, Inc .... . 
White, weld&: Co. 

Incorporated ·······-··········-······· 
Dean Witter & Co. 

Incorporated ·······-··········-,---· 

"'. Total ······-··········· 

Principal 
Amount 

$ 700,000 

250,000 

700,000 
700,000 
250,000 
150,000 
150,000 
250,000 

700,000 

250,000 
150,000 
150,000 
700,000 

250,000 
150,000 
250,000 
500,000 
700,000 
500,000 

500,000 
250,000 
150,000 
150,000 
500,000 
250,000 

700,000 

700,000 

$80,000,000 



The Company hu been advised by Smith, Barney & Co. Incorporated, :McDonald & Com
pany and Prescott. Ball & Turl>en, as Representatives of the several Underwriters, that the 
Underwriters propoae'to offer the Notes on the terms set forth on the cover of this Prospectus, 
and in connection therewith may allow a concession of not more than .40% of the principal 
amount on sales to c'~ dealers (including Underwriters). The Underwriters may allow, 
and such deale~ may reallow, not moi;e than .25% of the principal amount to other dealers. 

The Underwriters are committed to purc}tase and pay for all Notes if any such Notes are 

purcllilsed. ' 
· · The cilmpany has &greed to indemnify the Underwriters against certain civil liabilities, 

.. \l 

including liabilities. under the Securities Act of 1933 . .... '\\ 

LEGAL OPINIONS 
The legality of the Notes. offered hereby will be passed upon for the Company by Jones, 

• Day, Reavis & Pogue, 1700 'Ul'lion Commerce Building, Cleveland, Ohio 44115, and for the 
Underwriters by Squire, Sanders & Dempsey, 1800 Union Commerce Building, Cleveland, Ohio 

«115 .. 

EXPERTS 

The.· consolidated financial' statements of the Company have been included herein in 
reliance 'upon the reports of Cooi>ers & Lybrand, independent certified public accountants, and 
upon the authority of such firm as experts in auditing and accounting. 

0 
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

To the Board of Directors and Stockholders 
~ The Scott 8t Fetzer Company: 

We have examined the consolidated balance sheet of The Scott & Fetzer Company and 
subsidiary companies as of November 30, 1974, and the related consolidated statements of 
income and retained earnings and changes in financial position for the five years ended 
November 30, 1974. Our examination was made in accordance with generally accepted audit
ing standards, and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the. aforl!mentioned financial statements present fairly the consolidated 
financial position of Th~ Scott & Fetzer Company and subsidiary companies at November 
so; • 197 4, the consolidated. results of their operations and the changes in their consolidated 
'financial position for the five years ended November 30, 1974, in conformity with generally 

· accepted ~i;counting principles applied on a consistent basis except for the change, with which 
· · we concur, iii. the· method of valuing inventory as described in Note 2 to · the financial 

statements. 

Cleveland, Ohio 
January 29; 19.76 
(except as to.Note 14 
which is dated 
March 6, 1975) 

.. 

CooPEBS & LYBIWID 
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') THE SCOTI' & FETZER COMPANY AND SUBSIDIARY COMPANIES 

CONSOLIDATED BALANCE SHEET 
!) 

November 30, 1974 

(Dollars in Thousands) 

ASSETS 
Cllrreftt assets: 

Cash ·--··-··--·-··············-··························-··-··-····--··-·---··---··----·-·· 
$ 4,854 

Certificates of deposit ···-······-······-··········-·-··-··-··-······-·-······-··-·-···-·-·· 283 

Marketable investments, at cost (market quotations, $48) -·---··--·-··· 50 

Aecounts receivable, trade (less allowance 
for doubtful account8 of $996) ···-···································-····-······---· 88,379 

Accounts receivable, other ···-······-··········-··-··-··················-·-··-······-··-······· 892 

Inventories (Note 2) :. 

,, 

Ra11· materials and supplies ···········-······-··················-··-·······•·····-·-··-···· 

Work in process ···························-······················-··············-······-······-········· 

Finished aoods ···················-······································-··········-······-··-·-··-··· (. 

Prepaid expenses ···················-··········-··············-······-··-··········-······-··-······-··· 

Total current assets ···········-·-·-·-·-··-·····-----·-···-····· 

Property, plant and equipment, at cost: 

Land and land improvements ······································-···-··-······-·-······-······· 

Buildinp ···-····-····························''············-··-······-·-······-······-··---···-··-· 
" 

l\lachinery and equipment ···-··········-··-······-······-······-··-··········-·-·······-··-··· 

Less accumulated depreciation (Note 4) ···-··-··················-··············-··-··· 

Total property, plant and equipment, net ···-······-··········-· 

I tan "ble eta · · ·~ · "ti (N te 5) n SI ass.. anslll~ !i'rom acqws1 ons o ···········-·-···-·-··-······-· 

Other assets ···-··-··-··········-·····'········-··············-··-··········-··--··-······-··-··········· 

The accompanyinr notes are an intesral 
part of these financial statements. 
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85,717 

16,866 

19,444 

70,527 
2,028 

117,018 

/,' 

2,073 

18,441 

51,572 

67,086 

24,057 

48,029 

2,178 

509 

$162,729 
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THE SCOTT a FETZER COMPANY AND SUBSIDIARY COMPANIES 

CONSOLIDATED BALANCE SHEET 

November 30, 1974 

(Dollars in Thousands) 

Current liabilities: 
LIABILITIES 

Current portion of lonr-term debt (Note 6) ···-······································-··-· 

Accounts payable, trade· ···-···············-·-····'·············-······································· 
Accounts. payable, ·other ···········-·-··-··-···-·····························-··········-······-··· 
Federal and Canadian income taxes ···-·····················-··············-······-··-·-··· 
Accru~ liabilities: 

Taxes, other than. income ···········-··-··-··········-······················-······-··-········· 
Salaries, wares and commissions ···-······--·-··-··-······---··················-··· 
Interest ···-······-·---··········-······-··-··-··-··············-······-·-···········-·············-
Pension andproftt,.aharinr plans (Note 8) ···-········-~---······-······-··········· 
Other ··-·····-···-·-······-······-······-··········-··························-··················-······· 

n Total current liabilities -·····························-························· 
,, Lonr-term debt (Note 6) : 

Loans under revolvinr credit arreement ···-·······-·-··························-······-··· 
Other lonr-term debt ··-·······-······---······-······-··················-··-······-·-··-··· 

Deferred income taxes ---·-··-··-······-·-·········-··················-"····-··-··-············· 

Total liabilities ·-·····-----·····-···-·-······-·--······ 
, Commitments and continrent liabilities (Notes 7, 8, 9 and 14) 

" SHAREHOLDERS' EQUITY 
Serial. preference stock: 

Authorized 1,000,000 shares, without. par value; issued shares -none 

Common stock: 

Authorized 15,000,000 shares, without par value; issued shares -
7,558,185 (leas 3,361 shares in treasury) ; stated value $1.25 per share 

(Notes 10 and 11) ·······················-······························································· 

Additional capital (Note 11) ·······-··-··-······-··········-··-··········-······-··················· 

Retained earninrs (Note 6) ···········-······-··············································-··········-· 

Total shareholders' equity ···-······················-········;·············· 

The accompanyinr notes ue an interniJ 
part of these financial statements. 
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20,647 

1,051 
1,787 

1,982 
2,953 

267 
2,103 
1,279 

32,517 

24,600 
2,824 

2,651 

62,592 

9,444 

5,691 

85,002 

100,137 

$162,729 
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'i'RE sOOTr & FETZER c~.IMPANY AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 

Source of funda: 
From oporation1: 

Net income .•..••... ,•.............................................................. $11,377 
Depreciation. and amortlution ............................... -.. 2,587 
Deterred federal income tun ................ ·-····-·-·· 127 

Total from operations ........................................ H,091 
Loana under revolving credit agreement::\. .................... . 
Increue In lonr-term debt .......... - .................................. . 
Sal• of common 1toclc under 1tock options ................... . 

· Diopoaol of fixed usets .................................................... 461 
Collection. of noncurrent notes neelvable ................... . 
Conotruc.tlon truot funda used to purchue fixed uaeta 
Other, net increue (dec:reue) •....•..•• _ .......................... . 

' .Application of funda: 
Cuh divldenda ................................................................... . 
Additions to property, plant and equipment .............. .. 
Deereue in Ions-term debt ............................................. . 
Intanglblea from acquisitions ( dispositioril) ............... . 
C<inotructlon truot funds ................................................. . 
Purehue of treuury ~· ........................................... . 

Incnue In worklnr capital ................................................. . 

Increue (decreue) in components of worklnr capital: 
Curnntuaeta: 

Cuh and certlllcate1 of deposit ................................ .. 
Marketable inv.~enta ............................................... . 
Trade and other receivables ....................................... . 
Innntorlea .... - ......................................... ,, .................... . 
Prepaid expenaea ........................................................... . 

C11nent llebilitiea: 

287 

14,839 ---
4,585 
5,550 

656 
(«) 

1,341 ---
12,088 ---$ 2,751 

=== 

• 635 
247 
662 

2,965 
256 

4,765 

Notes. and current portion of lone-term olebt •.......•. (117) 
Trede and other peyeblea .............................................. 858 
Accrued lilbilitiu, lncludinr taxes ............................ 1,273 

2,014 -lncnlM In worklnc capital ................................................ $ 2,751 
\".>: = 

(Dollan In Thounnd1) 
Yean Ended Nonmber 30 
1971 __!!!!... 1973 

$14,846 
2,696 

167 

17,709 

211 
157 
650 

230 

18,957 

4,796 
6,365 

127 
606 
512 

12,406 

$ 6,551 

$ (618) 
3,680 
3,690 
1,973 

487 

9,012 

(840) 
346 

2,955 

2,461 

' 6,551 

$18,189 
2,922 

230 ---
21,341 

440 
1,492 

320 
(128) 

23,465 -
5,886 
7,996 
1,440 
1,033 

16,355 

$ 7,110 

$(1,627) 
1,357 
5,978 
7,507 

166 

13,381 

611 
2,662 
2,998 - 6,271 

' 7,110 

$20,869 
3,283 

498 ---
24,650 

136 
556 

286 
45 ---

25,673 

7,456 
12,753 

757 

20,966 

' 4,707 

$ (706) 
(6,549) 
3,396 

17,954 
270 

14,365 

5,960 
4,151 
(453) ---

9,658 ---
'4,707 

The accompanying notes are an integral 
part of these financial statements • 
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1974 ---
$13,696 

4,207 
1,152 

19,055 
24,600 

158 
448 
222 

98 

44,581 

7,554 
12,473 

510 
53 

20,690 

$23,991 
= 

$ 4,042 
(218) 

4,885 
10,179 

214 ---19,102 

(8,248) 
7,095 

(3,736) 

(4,889) 

$23,991 
= 
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NOTES TO FINANCIAL STATEMENTS 

1. Accounting Policies: 

The following is a sumlllary of significant accounting policies followed in the preparation 
of these financial statements. The policies conform to generally accepted accounting principles 
and have been consistently applied in the preparation of the financial statements except for 
the change in method of inventory valuation. 

Principles of C0118olidati<m- Consolidated financial statements include the accounts 
of all subsidiaries, domestic and Canadian, all of which are wholly-owned. lntercompany 
balances, transactions and stockholdings have been eliminated in consolidation . 

Marketable lnvestmenu-"-Marketable investments are valued at cost, which approxi-
mates market value. ,;; · · . 

lnventoms-Inventories are valued at the lower of cost or market. At November so: 
1973 and prior fiscal years, cost was determined substantially on a first-in, first-out basis. 
At November 30, 1974, the Company changed the method of inventory valuation for a 
substantial portion of its 'domestic inventodes from the first-in, first-out "FIFO" method 
to the l!'..11t-:in, first-out "LIFO" method. 1::::_.'Jivisional and intercompany profits are elimi-
"nated from inventory valuations. · 

Propertr/, Pl4nt and Equipment-. Items capitalized as part of land, buildings, and 
equipment, including significant betterments to existing facilities, are valued at cost. Fixed 
a.~sets u.nder lease/purchase agreements are accounted for as purchases and the obligations 
reflected as liabilities at the discounted amount of future lease rental payments. Mainte
nance, repairs and ordinary renewals are charged to costs. 

Depreeiatian- Straight-line and accelerated methods are used in the computation of 
depreciatiOn for financial reporting purposes, the straight-line method being used for the 
majority of the assets. 

Deferred Income Tazes - For federal income tax purposes, accelerated methods of de
preciation are used, where allowable, and deferred income taxes are provided on the dif
ference between the depreciation expense for financial reporting purposes and that for 

' income tax purposes . 

Investment Credit- The investment tax credit is recorded on the "flow-through" method 
as a reduction of the. provisiOn fol'. federal income taxes. 

Business Combinations - Where combinations qualify as "poolings of interests" the 
results of operatiohs include those of acquisitions for the entire current year and financial 
statements of the preceding years are restated therefor. There were no poolings in 1974 • 
Acquisitions which constitute "purchases" are included in operations from the date of 
acquisition, and amounts assigned to intangibles after 1970 are being amortized on a straight
Iine basi.s over a 40-year period. 
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NOTES TO FINANCIAL STATEMENTS, Continued 

Trunalation of Foreign Currencie11-The accounts of Canadian subsidiaries, which in 
the aggregate are not significant, have been translated into United States dollars as follows: 
property, plant and equipment and depreciation at parity; other assets and liabilities at 
current exchange rates; and sales, costs and expenses at the average exchange rates for the 
period. Unrealized. gains or losses are not material and are included in income. 

Earnings per Share-Earnings per common share are determined by dividing the 
" weighted average numoor of shares of common stock outstanding plus common share equiva
. lents (shares issuable for certain stock options granted) into net income. 

2. Change in A«oWlting Polley: 
In the year ended November 30, 1974, the Company changed the method of valuation for 

a substantial portion of its domestic inventories from the first-in, first-out "FIFO" method 
to the. last-i11, first-out ''LIFO" method. This chanae was made to more accurately match 
current costs with sales and to minimize the effect of inflation on inventories and earnings. 
The excess of FWO cost over LIFO cost on divisions adopting LIFO was about $8,100,000 
and the effect of the change was to ?educe net .income by approximately $4,250,000 or $.56 
per share. There is no cumulativt1 effect of the change on prior periods since the November 
30, 1973 inventory as previously reported is the opening inventory under the last-in, first-out 
method. Inventories used in the computation of cost of goods sold were as follows: 

DoDan In Thouoands 

November 30, 1969 ............................................ $29,669 
November 30, 1970 ..... :...................................... 32,914 
November 30, 1971 .........................•.................. 34,887 
November 30, 1972 ............................................ 42,394 
November 30, 1973 ............................................ 60,348 
November 30, 1974 ............................................ 70,527 

3. Equity in Foreign Subsidiaries: 
The Company's equity in net assets of Canadian subsidiaries consolidated, including 

amounts payable to. the Company, as shown by their books (after translating foreign currency 
assets and liabilities into U.S. dollars) is $5,073,338 at November 80, 1974. Net income of 
Canadian subsidiaries is not material. The unremitted retained earnings of $1,975,776 of 
the Canadian subsidiaries has been reinvested in their operations. · · 

4. Property. Plant and Equipment- Depredation Policy: 
The estimated useful lives for the major portion of the fixed assets are: 

Land improvements ··························-··········-········· 5-20 years 
Buildinp ................ £2.. ••••••••••••••••••••••••••• -······-·······"''··· 20-40 years 
Leasehold improvements ·······························-········· Lease Period 
Machinery and. equipment ........................................ 5-82 years 
Tools, patterns, dies, jip ···-··-··········-··-··-·········-· 8-1 O years 
Furniture and fixtures ···············-··········-··-······-··-· 5-10 years 
Automobiles and trucks ·······························-·····-···· 8- 4 years 
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,, NOTES TO FINANCIAL STATEMENTS, Continued 

Fully depreciated aueta are removed annually from the asset and accumulated deprecia
tion acco1µ1ts of some divi&ions. When property is retired or otherwise disposed 'vf, the cost 
And accumulated depreciation are removed from the asset and accumulated depreciation ac
counts. Ga!n or Joaa from retirement or dispoaition of fixed assets is credited or charged 
to current in~me. 

5. lntanrlble .A.eta Arislq from Acqullitiona: v 
Intanpble assets arisiq from acquisitions represent the excess of cost\ over the net 

tansible assets of purchased companies at dates of acquisition. Intangible assets arising 
. from acquisitions after November SO, 1970 are beinr amortized over forty years. Amortiza
tion has not been taken in prior years beca1111e, in the opinion of the Company, there has 
been. no diminution in value. · 

6. Lone-Term Liabllitlte: 

Lone-term debt at November SO, 1974 is as tollows: 

" ac>rrowinp under revolvinr credit arreement .... 
' Mortgap notes, 51tl % to 8%, maturities to 1982 

Insurance company loan, 6%, maturities to 1980 

Obliptions under lease/purchase airreements, 
414 % to 8%, maturities to 1988 ···-··-··-··-··-··· 

(Dollan In TllouWlda) 
Cvnnt Nailcurrent 

$24,600 

$111 504 

200 1,500 

1S7 820 

$448 $27,424 
= 

In Aurust 1974, the Company entered into a revolvinr credit arreement with five banks, 
which provides for maximum borrowinp of $30,000,000 and which expires on Aurust 1, 1977. 

· The qreement requires maintenance with each bank of a compensatinr balance that is not 
Jess than 10% of the amounts available from such bank plus 5% of the unpaid principal 
balances. If the avel'a$9 compensatinr balance maintained by the Company with any bank 
durinr any .month. is less th1111 the required minimum, the bank will be paid a fee on such 
deficit at 115% of the principal bank's base lendinr rate. in effect on the first day of the 
month. Since Ausust. 1974, amounts borrowed averaaed $24,51S,51S, with maximum borrow
inp of $24,600,000. The qreement provides for a commitment fee, based upon the average 
daily difference between each bank's revolvinr credit and its unpaid principal balance, 
computed at the rate of \i" per annum. The weirhted avera&'l! interest rate on the borrowings 
durinr ftseal 1974 includinr the effect of.the fees and compensating balances was 1S%, with 
a hirh durinr the year of li&.691>. Averare compensatinr balances maintained 'for all banks 
durinr ftseal 1974 were $8,382,000. At year end, total cash balances at two banks were 
'871,288 below the, compenaatiq balances computed under the maintenance provision. At 
the three other banb compenaatinr balances were substantially in excess of balances required. 
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NOTES TO FINANCIAL STATEMENTS, Continued 

The qreement provides for prepayment in whole or in part without penalty and requires, 
amonr other covenants, the maintenance of consolidated net current assets (excess of cur
rent assets over current liabilities) of not less than $60,000,000 and consolidated net worth 
(shareholdera' eq\iity) of not leas than $90,000,000. For this purpose, all principal of the 
revolvins loans shall be excluded from current liabilities until December 1, 1976 and shall 
be included thereafter. The consolidated net current assets and net worth at November SO, 
1974 were $84,496,000 and $100,1S7,000 or $24,496,000 and $10,1S7,000, respectively, in excess 
of the requirements. · 

The mortrqe loans require arrrerate monthly payments of $11,712 including interest. 
, The insurance company loan is payable in equal annual installments of $200,000 on 

each December Si', with a balance of $500,000 due on December Sl, 1980. Under this loan 
asreement the Company is not permitted to have borrowings in excess of $S5,000,000 (See 
Note 14 of Notes to Financial Statements). The Company, further, has agreed not to pay cash 
dividends or purchase or retire any of its own shares, if the aggregate so expended for such 
purJ>O!M!S subllequent to December 1, 1967 shall exceed $5,000,000 plus 80% of the consolidated 
net'~l'.liinrs after December 1, 1967. Retained earnings, unrestricted for such purposes under 
this.insurance company· lo.B:I!. amounte~ to $S6,895,000 at November so, 197 4; however, under 
the revolvins credit aari!!'inent amotintii available for such purp0ses, as explained aoove, were 
limited to the excess of consolidated net worth at November SO, 1974 over $90,000,000, or 
$10,187,000 • 

. ·. Under the terms 
0

of .. three building lease/purchase agreements (one of which includes 
eQ.uipment) annual rentals durinr the terms of the leases are in amounts sufficient to meet the 
interest and debt retirement requirements of the related Industrial Revenue Bond issues. The 
Company is oblirated under these agreements for rentals annually approximating $200,000 foU 
1975-1976, /$.~60,000 for 1977-1979, $100,000 for 1980-1981 and $10,000 for 1982-1!)88. In 
addition,.th;,~Company has the right tO acquire the assets (under certain conditions and at times 
specified) at. amounts stipulated in the agreements, which generally are the balances of the 

r..;;discounted unpaid rentals (and certain premiums) plus amounts of $1 to $500. The Company 
has accounted for the transactions as purchases and the _obligations have been reflected as 
liabilities in the balance sheet at the discounted amount ofthe future lease rental payments. 

Aggrepte maturities of long-term debt during the five year period ending November SO, 
1979 are as follows: 

Year'~nding November SO, 

1975 .................... ·-··························-··· $ 
1976 ·····················-··············-······-······· 
1977 ·············································-······· 
1978 ·····························-······-······--······ 
1979 -··-··············-······-···················-·· 

'I. Contlnpnt Liabilities: 

448,000 
446,000 

25,021,000 
428,000 
428,000 

Any liability that may result from lawsuits and other claims pending against the Com
pany and its sublidiaries as of November SO, 197 4 will not be material in the opinion of 
management of the Company . 
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NOTES TO FINANCIAL STATEMENTS, Continued 

8. Pension and Retirement Plans: 
The Company and its subsidiaries have in effect various pension and retirement plans 

for. salaried and hourly personnel including noncontributory trusteed plans, noncontributory 
unfunded plans and profit-sharing retirement plans. Contributions by the Company and its 
subsidiaries under. the plans charged to operations were •l,477,000, $1,658,000, $1,598,000, 
$1,907,000 and $2,236,000, respectively, for the years ended November 30, 1970 to 1974. These 
include, as to certain of the plans, amortization of past service costs over periods ranging 
from 25 to 40 years. The amount required as of November 30, 1974 to fund the past service 
costs is estimated at $8,284,000. 

The Company's policy is to fund pension costs accrued. The aggregate actuarially com
puted value of vested benefits exceeded the total pension funds and balance sheet accruals 
by approximately $2,502,000 at November 30, 1974. 

For a number of years the Company has paid discretionary bonuses to officers and selected 
employees. The amounts charged against income aggregated $140,635, $231,342, $467,890, 
$552,800 and $578,910 for the years ended November 30, 1970 to 1974, respectively . 

9. Lone-Term Leues: co 

For leased facilities not capitalized and therefore not reflected on the balance sheet, the 
approximate minimum annual rentals under noncancelable leases with terms of more than 
one year, as of November 30, 1974, amounted to the following (dollars in thousands): 

1975 ···················-··························· 
1976 ·······-······································· 
1977 ···········································-':. 
1978 ···········-···········--·-··············-·· 
1979 ···············-······························· 
1980-1984 ······································ 
1985-1989 ·····························-··-··· 
1990-1994 ·····························-······· 
After 1994 ·········-·-······················· 

Landud 
BuildlnP 

$ 2,071 
1,926 
1,809 
1,545 
1,264 
5,451 
2,891 

127 

Total rental commitments $17,084 

All Leueo 
Madliner7 

and 
F.quipmenl 

$ 542 
388 
137 

55 
15 

$1,137 

Total for 

Total 1~t 
Flnandnc 

i.e.... 

$ 2,613 $ 1,381 
2,314 1,246 
1,946 1,089 
1,600 959 
1,279 776 
5,451 3,430 
2,891 1,788 

127 

$!8,221 $10,669 

The present values of the minimum lease commitments for all non-capitalized financing 
leases as of November 30, 1974, are as follows: 

Land and buildings ·····-·······-·····-··············· 
Machinery and equipment ·······-·-··········-··· 

Total ····················-······················-··· 

$7,174,896 
.688,130 

$7,863,026 

The above present values were determined by discounting futu;:e lease payments from 
the effective dates of such leases at the interest rates specified in such leases or in. effect on 

31 

/77 



• 

• 
• 

• 

• 

• 

,, 

NOTES TO FINANCIAL STATEMENTS, Continued 

such dates. Interest rates used ranged from 4.5% to 12.25% and averaged 6.18%. If all 
'financing leases were capitalized and amortized over the terms of the leases and interest at 
the foregoing rates were expensed, the effect on income would be immaterial compared with 

'" the rent expense of such leases. 
Total rent charged to expense. for the five years ended November 30, 1974 is set forth 

in Note 13 of which $1,322,000 and $1,180,000, respectively, were applicable to financing lease 
rentals for 1974 and 1973. 

10. Stock Options: 
., At November 30, 1974, 110,725 shares of common stock were reserved for issuance under 

outstanding options from a qualified stock option plan adopted in 1967. Under the 1967 plan, 
the option price inay not be less th¥ market value at the date of grant. The options become 
exercisable one-fourth, each year, excluding the first year, are cumulative and expire five years 
after the date of grant. 

On March 20, 19"m •. the stockholders approved the adoption of the 1973 Stock Option 
Plan which provides forthe granting of either qualified or nonqualified options at prices not 
Jess !han market value at the date of grant. Qualified option& were granted during 1974 
under. this new stock option plan, and 350,000 shares of common stock were reserved for 
issuance under the plan of. which. 112,600 were reserved for options outstanding and 237,400 
were reserved for future grant. ' 

Information relating to options is set forth below: 

Option Price 

Optlona granted: 
Year ended November 30, 

Numbor Anrap 
of Sharea Per Share 

1970 ........................•.............................•.•....• 23,400 $13.50 

1971 ·········································-··················· 46,600 14.75 
1972 ·-··························································· 25,000 32.50 
1973 ·-······························-······"··················· 67,350 41.50 
1974 ·····································-··········::? ......... 115,300 19.50 

Option• becoming exel'cisabl~; 
Year ended November 30, 

1970 ·····················-·······-······························· 16,925 21.45 
1971 ························································-···· 22,775 19.41 
19.72 ~:.~ ..•..•.............•...................................... 16,035 19.07 
1973 ~·························-·········-··········-·····--··· 

23,406 21.69 
• 1974 ·-··········································-······-······· 36,485 29.36 

• Option• exerciaed: . 
\~ Year ended N0vember 30, 

1970 ·-··············-··-··················-··············-··· 
19'71 ·········································-······-······-··· 10,335 15.19 
1972 ·······················································-·-··· 27,640 15.92 
1973 ···················································-········· 7,750 17.61 
1974 ················································-··-·-··· 11,075 14.14 

Optiona outatandlnc: 
l'!ovember 30, 1974 ·····························-····· 223,325 25.73 

S2 

.. II.. 

$ 315,900 
687,350 
812,500 

2,795,025 
2,248,350 

363,009 
44.1,984 
305,822 
507,644 

1,071,505 

156,992 
439,946 
136,469 
156,606 

6,745,144 

C..rreeponding 
.Quoted Market Price 
A~erap 

Per Share 

$13.50 
14.75 
32.50 
4L50 
19.50 

13.125 
23.75 
27.28 
40.06 
19.95 

25.17 
32.23 
40.14 
21.41 

19.77 

$ 315,900 
687,350 
812,500 

2,796,025 
2,248,350 

222,141 
540,906 
437,362 
937,615 
727,712 

260,182 
890,826 
311,047 
237,144 

4,418,800 
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NOTES TO FINANCIAL STATEMENTS, Continued 

. Options were cancelled during the five years ended November 30, 1974 as follows: 

Year ended November SO, Shares 

1970 ···········-··············-··-·············-·-·--· 7,700 
1971 ···-····················-··-··········-··········-········ 9,600 
1972 ·-··-··········-··········-··························-··· 4,260 
1973 .............................................................. 3,650 

1974 ·········-·························--·········--····-···· 31,475 

The Company makes no charge against income with respect to options. 

11. Changes in Co'ntmon Shares and Additional Capital: 

The changes in common shares and additional capital for the five years ended November 
30, 1974 reflect retroactively all poolings of interests as though they had occurred on or before 
November 30, 1969. 

Balances, November 30, 1969 and 1970 ... . 
Purchase of treasury stock ................... . 
Sale of shares under option plan ........... . 
Stock used in contest ............................... . 

,'_, 

Balances, November 30, 1971 ................... . 
Sale of shares under option plan ........... . 

Balances, November 30, 1972 ................... . 
Sale of shares under option plan ........... . 

Balances, Nov~mber 30, 1973 ................... . 
Sale of shares under option plan ........... . 

Balances, November 30, 1974 ···············-··· 

12. Federal and Canadian Income Taxes: 

Treuur:r 
Shares 

(40,231) 
(27,100) 
10,335 
7,170 

(49,826) 
27,640 

(22,186) 
7,750 

(14,436) 
11,075 
(3,361) 

(Dollars in Thousands) 
Common Stock 

Jooued 
Shares 

7,558,185 

7,558,185 

7,558,185 

7,558,185 

7,558,185 

Stated 
~ 
$9,398 

(34) 
13 
9 

9,386 
34 

·--9,420 
9 

9,429 
15 

$9/4~ 
== 

Additional 
Capital 

$4,715 
\'. (27) 

144 
184 

5,016 
405 

5,421 
127 

5,548 
143 

$5,691 --

The effective combined Federal and Canadian income tax rates were 44.61 % for the year 
ended November 30, 1974 and 45.64% for 1973. The difference between these rates and the 
statutory U. S. income tax of 48 % resulted from: 

Investment tax credit ..............•.................................. 
Export operations through "DISC" company ....... . 
Foreign income taxes at effective rates of less 

than 48% ·······················································-······· 
Other, net ·······························-··························---····· 

88 

Year ended November 30, 
1974 1973 

2.85% 1.76% 
.97 .33 

.25 
(.68) 

3.3910 

.11 

.16 

2.36% 
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NOTES TO FINANCIAL STATEMENTS, Continued 

The. difference between the effective income tax rate and statutory U. S. income tax rate 
was less than 5% in all five years ended November 30, 1974. The provisions for deferred 
income taxes arise principally from the use of accelerated depreciation methods for income 
tax purposes in the United States and Canada. Except for the foregoing, deferred income 
ta.'Ces which relate to other timing differences are individually less than 15% of the provisions 
for deferred income taxes in each of the five years ended November 30, 1974. 

18. Supplementary lll®llle Statement Information: 

Certain supplementary income statement information is set forth below. All amounts set 
forth have been charged to income. 0 

(Dollan In Thousandl) 
Year ended No..ember 30, 

1970 1971 1972 1973 197' --
Maintenance and repairs ........................ $1,402 $1,610 $2,142 $3,034 $3,128 

Depreciation and amortization of prop-
erty, plant and eq\liPJllent .................. 2,576 2,686 2,884 3,253 4,171 

Taxes, other than income taxes: 
Payroll .................................................... 1,877 2,331 2,925 4,216 4,581 
Real, personal property and. other .... 1,053 1,313 1,432 1,630 2,099 -- --Total ta.""Ces ................................ 2,930 8,644 4,357 5,846 6,680 -- --Rents ___________ _. _______ .. ____ _. ___ ....... _______ .. ________ 1,555 1,759 2,590 2,597 3,487 

Amounts for items other than those reported have been excluded because they amount 
to less than 1 % of net Bales. 

14; Subsequent Eventa: 

On February 25, 1975 the Company entered inti> a lease/purchase agreemenCfor a new 
manufacturing plant. The building is being financed by $2,400,000 of 7.65% Industrial Develop
ment Bonds which mature on October 1, 1985 and which are guaranteed by the Company. 

On :March 6, 1975 the limit of $85,000,000 on borrowings permitted in the insurance 
company loan agreement (described in Note 6 of Notes to Financial Statements) was in
creased to $65,000,000. 

... 
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Gentlmlm: 

The llllCleniped, The Scott I: Fmer Comp111y, an Ohio corporatioa (herein called the •Company'), 
hereby qreea with you u ·lollowa: 

Sllc'noN 1. lssUB OP NOTllS 

I. Autllorintiae of r.a. of Not& The Company will 1uthorize the iuue of its promiuory 
notes (herein, tosetJier with 1111 nota iallled hereunder in substitution therefor, called the "Nota") 
in the lllftPle principal llllOUllt of $40,000.000, to be dated the respec:tin dates of iasue thereof, to 
mature Allplt 31, 1998, to bear intaelt on the. unpaid balances thereof from the respective dates thereof 
until the principml thereof ahall ~ due and payable 1t the rate of 9.~ per annum, and to be 
subltlntially in. the form of Exhibit A hereto 1tt1cbed. The term "Note" ahall w one of the Nots. 

SlcnoN 2. PuaawB AND SALB OP NOTllS 

2. P1lldme lllCl Sale Ill Not-. Subject to the terma and condition1 herein aet forth, the 
Compuy hereby qreea to aell to yoa and 71111 qree to purdme from the Company three Nata, wh 
registered in your lllllle, in the principal IDIOllllts of $4,500,000, $15,500,000, and $20,000,000, respec
tively, at loo,& of auch principal amounts. The Company will deliYer each Note to you at your ollica 
at Prudential Plul, Cbbp, Illinoia, apinat payment of the purdmae price thereof by credit to the 
Coaipany's aa:ount at The Fant N1ti11111l Bank of Chicqo (account 159-13551) or such other 
-t in the United Stata u tbe Company may deaipate to JOit in writinr. on the elate of cloling 
With respect to adl lllCh Note, which ahall be D-.mber 28, 1978 in tbe cue of the lint and .aid 
Nata .and February 28, 1919 iD the cue of the third Note, or lllCh earlier elate in the cue of the &nt 
llld ~ Notea u the Compuay ablll deaiplte to you by not leu than 15 days' notice in wtitinr, 
llld in the cue of the third Note, aacb earlier elate u you ahall deaipate to the Company by not leu 
than 15 days' DOtice in writinr. but not artier than December 1, 1978. 

Sllc'noN 3. CoNDmONS 

3~ Conclltiml of a1111nr. Your obliption to purchue and pay for each Note is subject to 
, f.J the lltiaflldion, on or before the clate of clCllinr with respect to auch Note or Nota, of the rotlowinr 

coaditioDI: 

3A. Oflaloa of Parcllua'I Sfldal Couael. You ahlll !Ian ftc:eiwed from Schitf Hardin & 
Waite, who are ICtinr · u special coanael ·for yoa in co11 ieetioa with thil tranaaction, a faYOr&ble 
opinion satisfactory to JOit u to: (i) the clue orpnizatiaa, aiatence and' aoocl parv1;nr of the Com-. 
PlllJ: (ii) the clue aathoriation (includinc 1111 coment of allll'eholclen required by law or by the 
charter or by-laws of the Onpeny ), CIC6 • 'oa and cleliftr)' by the Compeny and the ...Udity of tbia 

'·-. . .. 
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Aa•eement. the Notes and the~ Acreement; (iii) the abtence of any requirement to rtgiater 
the Notes Uilder the Federal Securities'.Act of 1933, u amended; and (iv) such other matters incident to 
the i111tten hereiD c:oate• iplated u ,au -y --Ny request, iDcluding the form of aD papers and the 
1llidity of aD l* c ee.11 ... · 

3B. °"9119 ef C.•tufl C:o!IUIL Yoa shall ban received from Jones, Day, Ream &: 
Pope, ccMmlel tor the Comp111y, a fuorable opinion satisfactory to you and your special comuel 
u to ll"8 a.lteil specified ill mu.a (i), (ii), (iii) and (iT) of paragraph 3A and u to: (i) 
the due orpniatioa, exiatence and pod standing of each Sublidiary; (ii) the corporate power of 
the Ownpeny and wh Sublldiary to carry on their 1esptetive buainesMS u then beinc conducted; (iii) 
the due quali&c.dm of the Compuy and wh Sublidiary u a foreip corporation to transact buaiam 
and the pid ltlftdinr of wh in each jurilclic:tion where the ownership of p1operty or the nature of 
the hnWnesa tnnw:ted by It iillkea aach qualification necesury and where failure to ao qualify mipt 
lave a a.ierialldvene dect upon the Campany and its Subsidiaries taken u a whole; and (iT) the ae
cutioll wt de1heiy of tllil Ac-at. the Notes and the Opeiatinr Acreement, the olferinr, imance and 
Ille of the Notes and fn16!lment of md campli•nce with the 1espteti ve proviaiona hereof and thereof not 

· conflictinr with, or reaultinr in a brach of the terilll, conditions or provisions of, or coastituting a default 
Under, or resultinr in any 'Wiolation of, or reau1tinr in the creation of any Uen upon any of the properties 
or aaeta of the Compuiy or 1117 Subsidiary punuant to, or requiring any authorization, consent, approval, 
exemption or other ldioa by or any notice to or filinc with any court or admjnistrative or governmental 
body (other than routine filings after the date of such opinion with the Securities and Eitchange <;om
milaiola or State Biiie Sky authorities) p111wt to, the charter or regulationa of the Company or 1117 of 
its Suhlicliiriea, Ill)' applirable law (incladinr any aecurities or Blue Slcy law), statute, rate or ngala· 
tion or (insofar u ia known to such counael ·after having made due inquiry with respect thereto) any 
acr-t, inatrument, order, judplent or decree,10 which the. Colllpany or any of its Subsidiaries 
ia subject. 

3C. Repr11111tatl- and Wanantla;,No Default. The representations and warranties con· 
tained in Section 8 lhaD be true on and. u of the date of closing, except to the extent of changes canted 
by the tranaactiOlll hereiD contemplated: there shall exist on the date .of closing no Event of Default or 
Default; and the Company shall have delivered to you an Officer's Certificate, dated the date of c1osing, 
to both such dectl. 

" 
30. Accoantantl' Letter. The Company shall have delivered to you a letter from Coopers 

& Lybrand, -1dreued to JOU, ~ that such firm has reviewed the provision for Federal and State 
income taxes of tbe Compuy and its Subsidiaries contained in the financial statements furnished to you 
pursuant to clause .(i) of tJU'llf&ph BB, and that, in the opinion of such firm, tlie consolidated balance 
sheet included in such financial statements includes reasonably adequate provision for all unpaid Federal 
and State income taxes for the lisca1 year then most recently ended and for all lisca1 years ended prior 

t thereto which have not been examined and reported on by the tuing authorities or closed by applicable 
statute. ,. 

',-,'/ 

3E. Purcbue Permlmd b)' Applleable Lawa. The purchase of and payment for the Notes to 
be puJdwe<l by you, on the date of c1osing on the terms and conditiona herein provided (including the 
use.of the p~ of the Notes by the Colllpany) shaD not be prohibited by any applicable law or gonrn· 
mental replation ( includinr, without limitation, Regulations G, T and X of the Board of Governors of 
the Federal Reserve System) and shall not subject you to any tax, penalty, liability or other oneroua 

• . . cond!tioa Uilder or pur1uant to .,ay applicable Jaw or pernmental ftl\llation relating to the extension of 
credit, and you shall have received such certificates or other evidence as you may request to establiah 
compliance .with this condition. 

3F. Pteeaa''ap. All corporate and other proceedings taken or to tie taken in connection 
with the traDSKtiolla contemplated hereby and all documents incident thereto shall be satisfactory in 
111ba«aDM. and fonn to you and your ~. COlllllel, and you and your apecial counael. ahall have rec:eived 
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3G. O(Mntl'!I Ap1 1r• whll Wod4 Booll P'rnce,, 1Dc. The Company and World Book· 
Qiilclcraft 1Dterra1ioaa1, Ire., Worlcl Boak F.ncydopedla, Inc., Wholly-Owned Sublidiaries, shall have 
atend irtD an operatiftr a.peemeat (''Operatiuc Ap-eemeat"), subltantially in the form of Exhibit B 
ettacbed bert1D, wit11 World Boak FllWFCe, lrc., an Urutltiicted Snblidiary. 

s.cnoN 4. PDPAnmrn 
4. Pt S I ._ The Notes lhaU be Rbject to prepayment with respect to the required 

aw+J • ... ·w la puqrapla 4A and lllo .- IFJ - or - of the ciranrlt"M'" let forth 
ia .......... 48 to 4D, irduhe. 

4A. ....... Pt¥1• 1111. On Aaplt 31, 1983 and oa.Aapat 31 ill ach year thereafter 
atil tllt Naeea DD be pUI ia fall, the Compay shall apply to the prepa,ment of the Notes, pro rm 
wit!Mm pcuri:ar, the m of $2.!00.000, and IUCh prircipil UllOllDta of the Notes, tosether with U.. 
11m11111 to lfJe aweraJllld dltel, an • .. c1ue CID lllCh prepaJmmt c1aees. 

48. Aaml Opdn'll Pt¥1 mt Wltbolat Pia-. The Notel 1hall be 111bject to prepay• 
llllllt pro nt1, It the optiaa of the C....,.F)'. withaat pnmima, Oil IFJ dale Oil which a prepayment ii 
reqailecl to be mlde by d!e protiaioaa· of pancraph 4A, ia -a (nm multiples of $100,000) not 
• H • the , ... mit required to be prepaid Oil lllCh date purmrt to the prowiliaal of puqnph 4A, 
lllCh optiaa to be ..-alalhe; provided, bowe;er, that the C....,.ny -1 aot make prepaymmt of the 
Notll pm • to tbia panpapb 4B lllllal (I) ia the - of IFJ IUCh prepaymmt of the Note1 prior 
to SeptemW I, 19118, lllCh prepaymmt ii not beiar lllllle u a part of a Nfaadinr or anticipated n6mdinr 
aperatior, by the appHcedOll, directly or indirectly, of borrowed fandl, and the Company ahall 
baft clelherecl. to 70ll an CHlicer'• Certificate to aach elfect, and (ii) the aarepte principll 
._.... of Ill prepaJllMllll theretofore and then beiDc llllde punuant to tbia puqnph 4B shall not 
... $10,000,000. Ary prepaymmt lllllle purwt to tbia panpapb "~ shall be applied in anticipatlaa 
of and atiki aa of the prepaymenta required to be lllllle by the protiaioaa of pancnph 4A ill the 
m- orcllr of their alllritieL 

4C. OpdmJI Pnpa,_.t la Wbole or la Put Wida Pnml-. The Nota ahall be 111bject 
to prepaJllllllt, pro nt1, ia whale or frmi time to time in part (ill multiples of $100,000), at the option 
of the c-p.7, at uy time Oil llDt leu than 30 daya' aotii:e at the folJ;owinc applk:able perc:entap of 
the i*iac:it* -t IO pnpaid: 

If jNqaid darirc the 12 montha' period eaclq CID Aapat 31, 
T- Pw11••• Tear Psc ...... 

1919 IO!l.50')(. 1989 IOSJO" 
IB IO!l.50 1990 105.07 
1981 IO!l.50 1991 104.44 
1982 IO!l.50 1992 IG.1.80 
1983 IO!l.50 1993 IG.1.17 
1984 108.87 1994 102.54 
1985 108.24 1995 101.90 
19116 107.60 19915 101.27 
1917 106.97 1997 100.64 
1918 106.34 1998 100.00 

awowided. bowc1•, t111t the C 41'F1 -1 not make prepaymmt of the Notel parmnt to tbia panpapb 
4C prior to SlpJwber 1, 19118, arlela (i) lllCh prepaymmt ia not beiar mlde u a paat of a refundin( or 
lllticiplted nfardiar operadOll by the appllc:atior, dirslly or iadirec:tly, of bouowed fllllda tither 
(•) hmar • irter• CGlt to the ComplF)' ("" j oted in -.lance with • cej'tft &m..;.1 pnc
tb) of lal tbea 9.SO,. p1r • 1, or (6) la'firr • •efPted awr1p ife eo &ml amarity tlat la 
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lholter tbua die weipted awrap life to fiill1 maturity of the Notes anCl (ii) the Company shall have 
deli..ered to 71111 an Officer'• Certificate to all such effects and, in the cue of any such prepayment of the 
NOie in part, to the effect that sui:h prepayment wtll not reduce Consolidated Working Capital below an 
amount which ia -Wdered adequate by the Board of Directors of the Company for the safe conduct of 
the bali- of the Ccapany and ill Subsidiaria. Any prepayment made pursuant to thi1 paragraph 4C 
an be applied in anticipetion of and atil!action of the prepayments required to be made by the 
plO'lia- of panpaph 4A in the invene order of their maturitia. 

I 40; PlapiiJWt Ill Speciled Tnnactiona. The Notes shall be subject to prepayment, pro 

,, 

• 

• 

• 

• 

• 

• 

• 

rm in die UiiOWdl, at die tima, under die cimunstances and on the terms provided in clauses (iv) 
Uld (Yi) of pancnph 6C( 5) and clallle (ii) of paracraph 6C(7). 

4E. Notice ol Pnpqmtnt. The Company shall pve you written notice of each prepayment. 
· atba' than ~,_a panuant to puacnph 4A, not ten than 30 days prior to the prepayment date, 
· speCifJinr sui:h prepayimm date, the p;inci(Ml unount of the Notes to be prepaid on such date and the 
panpaph ~ to which such prepayumit ia to be made, whereupon the principal amomtt of the 
Notes lp"'i&ed in. such natice, tocether with interest thereon to the prepayment date and t~her with the 
p;emiwww, if any, herein. pnrrickd, shal1 bemne due and payable on such prepayment date. 

5acnON 5. AniaMATIVB CoVENANTS 

SA. ll'nnriel Statewta. The 'Company covenants that, so long as you shall hold or be 
oblipted>tn pun:hue any Nate, it will deliver to you in duplicate 

(i) ·· u -· u practicable and in any event within 45 days after the end of each quarterly 
period (olber than the last quarterly period) in each fiscal year, a consolidated and consolidating 
ltatement of income and statenent of chances in finauCial position of the Company and its Sub
lidiariei' for the period from the bcciDDing of the current fiscal year to the end of such quarterly 
period, and a coasolidated and comolidating balance sheet of the Company and its Subsidiaries u 
at the end of l1ICh quarterly period, setting forth in each cue in comparative form figures for the 
comlplllldinf period in the precemnc 6sca1 year, all in reuonable detail and certified by an au
thorized fimnci1l o8icer of the Company, subject to chances resulting from year-end adjustments; 

(ii) 11 - II practicable and in any event within 90 days after the end of each fiSCll year, 
a CGlllOlidating and .~dated statement of income and consolidated statement of changes in 
financial polition of the Company and its Subsidiaries for such year, and a consolidating and 
consolidated balance sheet of the Company and its Subsidiaries u at the end of such year, setting 
forth in each cue in comparative form corresponding consolidated figures from the preceding 
annual audit, all in reslODable detail and satisfactory in scope to you and, as to the consolidated 
statements, certified to the Company by independent public accom1tants of recognized standing 
lelected by the Company whose certificate shall be in scope and substance satisfactory to you ; 

(iii) promptly upon transmission thereof, copies of all $Uch financial statements, proxy 
.tatement.. notices and reports 11 it shall send to its stoclcholders and copies of all registration 
llltementa (without exhibits) and all reports which it or any Subsidiary files with the Securities 
and Exchange Commiuion (or any aovemmental body or agency succeeding to the functions of 

· the Securities and Exchange Commission) : and 
(iv) with reuonable promptness, 1uch other financial data 11 you may reasonably request. 

Topther with each delivery of 6nanciai statements required by claules (i) and (ii) above, the Company 
.will deliver tn you an Oflicer'1 Certificate Mtting fo~ (except to the extent specifically set forth in 
IUch financial statements) the aarepte amount of interest acaued on Funded and Current Debt (stated 
lepUatllly) of the Company and Subsidiaries (if any) durinc the 6sca1 period covered by such 6nanciaJ 
ltatements, the aanPie amount of rental payments m&de durinc such fiscal period by the Company and 
Siil!licli1riea (if any) which were of the)cinds subject to the restrictions of paragraph 6C(6), and the 
lll"P'e amount of all rental payments made durinc such period by the Company and Subsidiaries (if 
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~y), the data of the hfcinninr and ead of the lllOlt recent period of at leut 60 c:omecutive days durinc 
which tbe aprepte Current Debt of the Company 1hall not have been in exceu of the amount permitted 
by clauae (x)' of pancraph 6C(Z), the unounta at the encl of 1uch fiac:al period of Conaolidated Net 
Tancible Alletl..ccaaolidated Seaior Funded Debt of the Company and ita Subeidiatj~. and Consolidated 
Worlcinr Capilli, (all computed in accordance with the pro'iiaiona hereof and aboWinf the m~ of 
mmputatioa), and the aarepte amounts of depreciation on physical propell:y charged on the boob of 
the Comp1111 and S!lbsidiariel (if any) durinc' auc:b fiacal period, and 1tatinr that there exiata no 
Event of Default or Default, or, If any lllCb Event of Default or Default exiats, specifying the nature 
thereof, the period of exiatCl!ce thereof and what action the Company prq>ORS to take with retpect 
thereto. T .... with each dellftl')' of financial statementa required by clauae (ii) above, the Company 
will deliver to 1Q11 a 4:eltilicate of Aid accountants stating that, .in malcinc the audit necessary to the 
certi6cation of IUch ~ statements, they have obtained no knowledge of any Event of Default or 
Default, or,, if any such Event of Default or Default exlata, specifying the nature and period of existence 
thereof. The Company a1ao ccmnanta that forthwith upon the President or chief financial officer of the 
Company ob!aining knowledae of an E'tmt of Default or Default under thia Agreement, it will deliver to 
you an Oflc.r's Certificate specifying the .nature thereof, the period of existence thereof, and what action 
the Company pnipo1ts to take with respect thereto. You are hereby authorized to deliver a copy of any 
financial ... ~. delivered to you purllllAt to thia parqraph SA to any regulatory body having 
juriJclic:tion over yea. "' 

', \\ 

C/(1SB. ·1mpect1oa of Plopc1t7. The Comp1111y covenants that, so long u you shall hold or be 
obllpted to purchase any Note, it will permit any Person designated by you in. writing, at your expense, 
to visit and inspect any of the roropezties of the Company and its Subsidiaries, to examine the corporate 
boob and financial recozdl of the Company and its Subsidiaries and make copies thereof or extracts 
therefrom &,!Id to dilCUll the afFain, finances and accounta of any of such corporations with the principal 
officen of the Company, all at such reasonable times and u often as you may reasonably request. 

SC. CO,,_t to Secan Notes Equdy. The Company covenants that, if it or any Subsidiary 
''l.ill create or -- any Lien upon any of its property or usets, whether now o-ed or hereafttt 
;{~red, other than Liem exi:epted by the proviliona of paragraph 6C(l) (unless prior written consent 
to the creatiOI! or uswnption thereof shall have been obtained punuant to puqraph 11 C), it wilt 
make or cause to be made eft'ective proviaion whereby the Notes will be secured by such Lien equally 
and ratably with any and all other Debt thereby secured u long u any 111Ch other Debt shall be so secured. 

SllC'l'ION 6. NBGATIVB CovBNANTS 
6A. Worldnr Capital. RequinDa.at. 1'be Company covenants that it will not (i) permit 

Consolidated Working Capita! .a,a at the encl of any fiacal quarter to be less than the greater of (a) 
$65,000,000 at &nY time prior to the doaing with respect to the third Note or $85.000,000 at any time 
after the doaing with respect to the third Note or (b) the aarepte amount of Consolidated Seaior 
Funded Debt of the Company and ita Subaidiariea at the encl of such fi-1 quarter. 

6B. Diwidend Limitation. The Company covenanta that, subject to the exclusions set forth 
below, it will not pay or declare any dividend on any clau of its stock at any time after the date hereof, 
or make any other diatn11ution on account al any clau of its stock, or redeem, purchase or othezwise 
acquire, directly or indirectly, any shares of ita atoc:k, or permit any Subsidiary so to do, (all of the 
foreeoinc being herein called "Restricted Paymenta") (i) except out of Consolidated Net Earnings 
Available For Reatricted Paymenta, nor (ii) unless, after sivinc eBect to any such Restricted Payment, · 
COMOlidated Worlcinr Capital would exceed the amount required under the provisiom of parqraph 6A 

·to boo! maintained u Consolidated. Workinr Capital at the end of the precedinr fiacal quarter. "Consoli-
. dated Net Eaminp" shall mean conaolid&ted 1f011 revenues of the Company and ill: Subaidiaries less all 

opeta!ing and 111111-operatinr expensea Of the Company and ita Subsidiaries including all charges of a 
proper character ( includinc current and deferred taxes on income, proviaion for ~es on unremitted 
foreign eaminp which are included in rrou revenues, and current additions to reserves), but not 
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incladinc in pou revenue. any pint (net of expen1e1 and laxes applicable thereto) in excaa of loues 
resultinc from the Ale, conversion or other disposition of capital auets (i.e., auets other than current 
auct1), any pint reaultinr from the write~up of auets, any equity of the Company or any Subsidiary 
in the unremitted eaminp of any corporation which i1 not a Subsidiary, any earnings of any Person 
acquired by the Company or any Subsidiary through purchue, merger or consolidation or otherwise 
for any year prior to tht year of acquiaition, .or any deferred credit repreaenting the exces1 of equity in 
any Suhlidiary at the date of acqui1itioll,;,?"er the coat of the invatment in such Subsidiary; all determined 
in accOrdance with pnerally accepted Micountinc principles. "Conaolidated Net Earnincs Available For 
·~ Payments" 1hall ~an llllOUDt equal to (I) the sum of (a) $20,000,000 plu1 (b) 759' 
(or miDua I~ in case of a'deficit) of Coiuolidated Net Eaminrs for tht period (taken u one 1CC01111tinc 
period) ~icinc on O-Ober 1, 1'»7, and terminatinr at the end of the tut filcal quarter preceding 
tht date of any proposed Ratricted Para-t, leu (2) the sum of (oa) the agrepte amount of all 
dividenda and other di1tn1Jution11 paid or cleclared by the Company on any c:lau of ill at&k after November 
30, 1977, and (b) the~ of the anrecate amount expended, directly or indirectly, aiter November 
30, 1977, ·for the redemption, pun:hase or other acqui1ition of 1111y shares of it1 stock, over the aggrepte 
- received u the net cub proceedt of the lale of any shares of ill stock after Nomnber 30, 1977. 
There shall not be included in Restricted Paymenta or in any computation of Comolidated Net Eaminp 
Available For Restricted Payments: fx) dividenda paid, or distributions. made, in atock of the Company; 
or (y) exch•ncea of atock of one or more daasea of the Company for common stock of the Company or 
for llock,,of the Company of the ~ clua, except to the extent that cash or other value i1 involved in 
such exchanp; or ( z) purdlua of stock of the Company to the extent made out of the net cash proceeds 
received ·by -.he Company or any Suhlidiary on life inlurance owned by the Company and maintained 
for tht pu:,{ki.e of repun:lwinc any •hires. of itl atock. The term "stock" u med in thi1 paragraph 6B 
shall include warrant• or optiom to purchue stock or debt securities to the extent that the right to 
convert the 1U11C into stock hu been exen:iaed. Notwithstanding the foregoing limitations, the Company 
may .. y dividenda on itl. Preferred Stock in accordance with the provisions thereof, provided, that the 
amount of any RICh dividenda paid or declared, shill be included in any computation pursuant to this 
paracraph 6B. 

6C. Lin, Debt and Other Restrictions. The Company covenants that it will not and will 
not permit any Subaicllary to: 

6C(l) U1111 Create, a11ume or suffer to exist any Lien upon any of its property or 
usetl, whether now owned or hereafter acquired ( whethtr or not p!'Qvision is made for the equal 
and ratable MC11ring on the Notea in accordance with the provisions of .. ragraph SC), except 

(i) ~ii:!.'. lien cWm!f'and Liens for taxea, in each case .. yment for which is not yet 
· due or whicf{i1 ~rig-, actively contested in eood faith by appropriate proceedings ; 

(ii) other Liens incidental to the conduct of itl busineu or the ownership of its property 
and aueu which were not incurred in connection with the borrowinc of money or the obtaining 
of advances ·or credit, and which do not in the anrecate materially detract from the value of ,.. 
its property or usetl or materially impair the use thereof in the operation of its business, 
including any l..ienl for .. yment of judgments that are being actively contested in eood faith 
by appropriate proceedint{,1' and execution on which i1 stayed ; 

~-._ ,,J-" 
( iii}ciLitltl on p~rty or assets of :a Subsidiary to secure obligations of such Subsidiary 

to the Company or to a Wholly-Owned Subsidiary ; 

(iv) any Lieni6ti1tinc on any property of any corporation at the 'iliae it becomes a Sub
llidiary, or existinc prior to the time of acquisition upon any property acquired by the Company 
or any Subsidiary throuch purchue, merger or consolidation or otherwise, whether or not 
auumed by the Ciimpany I.It' such Subsidiary, or placed upon property within one year after the 
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date of acquiaition thereof by the Company or any Subsidiary, to secure all or a portion of (or to 
MCUre Debt incurred to pay all or a portion of) the purchase price thereof, provided that (a) 
111Ch propertyi1 not or 1hall not thereby become encumbered in an amount in excess of the lesser 
of c:oR thereof or fair value thereof (as determined in good faith by the Board of Directon of 
the Compmiy), (b) any such Lien shall not ~cumber any other property of the Company or 
such Sublidiary, (c) the agregate amount secured by all such Liens and any Liens permitted 
by clause ( T) of thia ~ph 6C ( l) shall not, at the time of acquisition of such property or 
at the time when such corporation bec!>ltleS a Subsidiary, when added to all other Debt of the 
Company and itl Subsidiaries at such time, cause a vfolatiott of the provisions of paragraph 
6C(2), and ( d) the agrepte amount secured by all such Liens and any Liens permitted under 
clause ( v) of thia parqraph 6C(l) shall be included as Debt of the Company or a Subsidiary 
.in all subsequent calculatiOllS under the provisiOllS of paragraph 6C(2) ; 

( v) other Lien1 .ilot otherwise permitted under the foregoing provisions of this paragi.-aph 
6C(1) MCUring Funded Debt. provided that the arrrerate amount secured by all suclt Liens 
wilt not, when added to Debt of the Subsidiaries and Attn"butable Debt arising out of sale-and
teaseblck tranSICtiom permitted under the provisions of paragraph 6C(7), exceed an amount 
equal to 1°" of Con10lidated Net Tangi'ble Assetl; and 

(vi) any Lien renewing, extending or refunding any Lien pennitted by clauses (iv) or 
( v) above, provided that the principal amount secured is not increased, and the Lien is not 
extended to other property. 

6C(2) .,_bt-Create, incur, assume or suffer to exist any Furided or Current Debt, except 

(i) Funded Debt representedc·by the Notes; 

(ii) Debt lmll'ed by Liens pennitted by the provisions of clauses (iv), (v) and (vi) "f 
panrrapb 6C ( 1) ; . 

(iii) Debt of any Subsidiary to the Company or to any Subsidiary; 

(iv) Debt of the Company of any 80%-0wned Subsidiary ; 

( v) Funded Debt of any Subsidiary, provided that either (a) the arrrerate amount at any 
time outltanding of all unsecured Debt of all Subsidiaries, Debt s'°1red by Liens permitted 
under the provisions of clau1e1 (v) and (vi) of paragraph 6C(l) and Attrjbutable Debt with 
respect to U·and-leueback transactions permitted under the provisions of paragraph 6C(7) 
shall not exceed an amount equal to 10% of COR10lidated Net Tangible Assetl, or (b) such 
Funded Debt of such Subsidiary. was outltanding at the~time it became a Subsidiary and, 
after giving effect thereto, the Company would be penniitecf to incur additional Senior Funded 
Debt under the.provisions of clause (vi) of paragraph 6C(2) ; 

(vi) other Senfor Funded Debt if, after giving effect thereto and to the concurrent repay
ment of any Funded Debt to be retired. out of the pioc:eeds thereof and after adjustmentl for 
elimination of .~I Debt between the Company and its Subsidiaries and between Subsidiaries • 
Consolidated Net Tangible Assetl will equal or exceed an amount equal to (a) 225% of 
consolidated Senior Funded Debt of the Company and ill Sublidiaries and ( b) 200,r. of 
consolidated Funded Debt of the Company and its Subsidiaries; 

(vii) .Subordinated Funded Debt of the Companf if, after giving effect thereto and to 
the concurrent repayment. or any Funded Debt .to be retired out of the proceeds thereof and 

0 after &djuatment for elimination of all Debt between the Company and its Subsidiaries and 
between Sublidiaries, Consolidated Net Tangible Assets wt11 equal or exceed an amollnt equal 
to .zocm of consolidated Funded Debt of the Company and its Subsidiaries; 
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('riii) Funded Debt renewing, extending or refunding any Funded Debt incurred 
under and punuant to the provisions of clauses (ii), (v), (vi) or (vii) of this paragraph 
6C(2), provided that the principal amount thereof is not increased; and 

(ix) other Current Debt of the Company or any Subsidiary, provided that the Company 
shall not create, incur, asaume or suffer to exist any Current Debt of the Company or any 
Subsidiary permitted by thi1 clause (ix) on any day after November 30, 1978 unless there 
shalJ be a period of at least 60 consecutive dlys during the fiscal year in which such Current 
Debt is created, incurred, auumed or suffered, during which either (a) the Company and its 
Sub!idiaries shalJ have been free from all Cum:nt Debt permitted by this clause (ix) or ( b) 
alJ Current Debt permitted by this clause (ix) could have been outstanding as Senior Funded 
Debt without violation of the provisions of this paragraph 6C(2). 

6C(3) Loam, Aclvane81, Invatments and Contiqent Liabiliti-Make or permit to 
remain outstanding any loan or advance to, or guarantee, endorse or otherwise be or become 
contingently liable, directly or indirectly, in connection with the obligations, stock or dividends of, 
or own, purcJale or acquire any stock; obligations or securities of, or any other interest in, or make 
any capital contribution to, any Penon,.except that: 

( i) the Company or any Subsidiary may make or permit to remain outstanding loans or 
advances to any Subsidiary ; 

(ii) any 80~-0wned Subsidiary may make or permit to remain outstanding loans or 
advances to the Company; 

(iii) the Compaliy or any Who Uy-Owned Subsidiary may own, purchase or acquire stock, 
obliptiona or securities of or any other interest. in or make a capital contribution to a Sub
sidiary or of a corporation which immediately after such purchase or acquisition wilJ be a 
Subsidiary ; · 

(iv) the Company or any Subsidiary may acquire and own stock, obligations, securities 
or other interests received in settlement of debts (created in. the ordinary course of business) 
owing to the C'!'llpany or any Subsidiary; 

( v) the Company or any Subsidiary may own, purchase or acquire prime commercial 
paper and certifteates of deposit in United States COltWld<;ial banks or fo~gn banks licensed 
to do businns in the State of New York (having capital resources in excess of $50,000,()()()), 
in each case due within one year from the date of purcliase, obligations of the United States 
Government or any agency thereof, and obligations guaranteed by the United States 
Govenmtent; 

(vi) the Company or any Subsidiary may endorse negotiable instruments for collection in 
the ordinary· course of business ; 

(vii) the Company or any Wholly~~ed Subsidiary may guarantee, endorse or othef
wise be or become contingently liable. 'directly or indirectly, in connection with obligations of 
Subsidiaries that are not prohibited by paragraph 6C(2); 

(viii) the Company or .any Subsidiary may own, purchase or acquire stock, obligations or 
~rities of or any other interest in or make a capital contribution to any Unrestricted Sub
sidiary if, after giving effect thereto, the Company would be permitted to incur additional Senior 
Funded Debt under the provisions of clause (vi) of paragraph 6C(2); 

(ix) the COmpany or any Subsidiary may make or permit to remain outstanding loans or 
advances to, or parantee, endorse or otherwise be or become contingently liable in c:Onnection 
with the obligations;· stock or dividends of, or own, purchase or acquire stock, obligations or 
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1eCUrities of, or any other interest in, or make any capital contributions to, any other Person, 
provided that the allgrepte principal amount of such loans and advances, plus the aggregate 
amount of such contingent liabilities, plus the aggregate am<lilnt of the investment (at original 
cost) in such stock, obligations, 1eCUrities, interests and capital contributions shall not, for the 
Company and all Subsidiaries, exceed an amount equal to 10% of Consolidated Net Tangible 
Alletl;and 

(x) the Company, World Book Finance, Inc., World Boole Encyclopedia, Inc. and World 
Book-Childcraft International, Inc. may enter into and perform their respective obligation• 
under the Operating Agreement • 

. 6C(4) Sale of Stock and Debt of Sublldiari-Sell or otherwise dispose of, or part with 
control of, any sliares of stock or Funded or Current Debt of any Subsidiary, except to the 
Company or a Wholly-Owned Subsidiary, and except th&~ all shares of stock and Debt of any 
Sublidiary at the time owned by or owed to the Company and all Subsidiaries may be sold as an 
mtirety for a cash consideration which represents the fair value (as determined in good faith by the 
Beard of Directors .of the -Company) at the time of sale of the shares of stock and Debt so sold, 
provided ibat the assets of such Sublidlary do not constitute a Substantial Part of the consolidated 
useta of the Company and all Subsidiaries and that such Subsidiary shat! not have contributed 
a Substantial Part of Consolidated Net Earnings for the three fiscal years (taken as a single period) 
then most recently ended, and further provided that, at the time of such sale, such Subsidiary shall not 
"own, dll'eCtly or indirectly, any shares of stock or Debt of any other Subsidiary (unless all of the 
ares of ltOdc and. Debt of such other Subsidiary owned, directly or indirectly, by the Company 
and all .Sublidiaries are sinmltaneDUlly being sold as permitted by this paragraph 6C( 4)} or any 

' Debt of the Colnpuy ·· 
. 

6C(5) lleqv ud B.i. of AIMt.-Merre or consolidate with any other corporation or 
sel1, leue ·or transfer or otherwise dispose of all or a Substantial Part of its assets, or assets which 
shall have contributed a Substantial Part of Consolidated Net Earnings for the three fiscal 
years then most recently ended (taken as a single period), to any Person, except that: 

(i) any 8>\1'-0wned .,Subsidiary may merge with the Company (provided that the 
Company shall be the continuing or surviving corporation) or with any one or more · other 
11>"-0wned Subsidiaries {provided that the continuing or surviving corporation shall be .a."l 

~-Owned Subsidiary); 

(ii) any S!lbsidiary giay sell, lease, transfer or otherwise dispose of any of its assets to 
the Company or another Sumidiary; 

(iii)· 'Any Subsidiary may sell, lease, transfer or otherwise dispose of all or substantially 
all of ita assets subject to the conditions specified in pUqraph 6C ( 4) with respect to a Ule 
of the stock. of such Subsidiary; c. 

(iv) the Company may merre or consolidate with any other corporation ( includinc any 
Sublidiary), provided that (o) the.Company shall be the continuing or surviving corporation, 
( b) the pitnpany as the continuing or surviving corporation shsll not, immediately after such 
llleflV, be in default undu this Acfeenie.tt or on the Notes, including all covenanta herein 
and therein contained, and ( c) the Comilany as the continuing or survivinr corporation would, 
immediately after llUCh merger, be permitted to incur additional Senior Funded Debt under the 
provilion1 of clause (vi) of paragraph 6C(2); provided further, that if the Company shall 
request COlllellt from the holders .of the Notes to a mercer or consolidation in which the 
Company :irould not be the continuiilf or survivinr corporation and such consent is not granted 
pursuant to" paragraph 11 C wi~hin 30 days after the dNe of such request, then the Company 
will have. the option, in accordance with the provisions of paragraph 4D, to prepay that portion 
of the principal amount of the Notes held by holders who have so failed to grant such con-t, 
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-it pnpa,meat to be llllde on a date (iii be specified in tile notice giwn punumt to para
snph 4E) llOt - tllUI 13) days after the date of such Company requat, uld accompanied 
!Ir paymneat of a pn:miam in an unount eqUll to one-half of the percentqe in excen of I~ 
that woald otbenrile be payable if such prepayment were being made under the provilions of 
panppb4C; 

(T) any Sublidiary nay merp or coa10lidate with any other cotpOration, if the sale of 
the llDdc of -ii Sub&idiary would be permitted under i-racnph 6C(4) or if immediately 
after si'rimc dect to •DCh mercer or COlllOlidation (.) the continuing or surviving corporation 
of mMnerpr or c:amolidation lhal1 COllltitute a Sublidiary, ( 6) no Ewnt of Default or 
Default ~ ailt, ancl (") the Company would then be permitted to incur additional Senior 
Funded Debt under the provilion1 of daue (vi) of panpaph 6C(Z) ; and 

(9i) tbe Compu17 or any Subsidiary may sell or dilpOIC of all or any portion of ill 
UICb in a trallllction not otherwile permitted under any of the provisiOlll of cla111e1 ( i) 
throqh (;), indulhe. of thil para&Taph 6C(S) if (a) such sale or dilpolition is for a cuh 
comideratim which repraenta the fair value of such auets ( u determined in good faith by 
.the Baud of DinctDn of the Ccmplny), (b) the Company requetts COllltftt from the holders 
of the Notes to 1111:h ale or dqpo.ition and such consent ia not cranted pursuant to pancraph 
UC within 30 day1 after the elate of such requelt, and {c) the net proceeds of such sale or 
dilpolitioa are applied to prepa~ of the Nota (without premium) within 30 days after the 
elfective date of lllCh ale or dillplllitian. 

== 6C(6) I... a..tai.-Enter into, or permit to remain in effect, any agreements to rent 
or Jeue (u lmee) any ra1 property for terms (including opti0111 of the lessee to miew or extend 
any term, whether or not exercised) of more than three years (remaining as of the date as of 
which any Cllculation ii made under this paragraph) providing for paymentl (exclusive of such 
payments that coallitute Funded Debt under and to the extent permitted by paragraph 6C(Z)) 
durinr any period of IZ COllleclltive calendar months, by the Company and all Subsidiaries on a 
eomolidated bail, in exceu of an amount equal to S']& of c:onaolidated Net Worth of the Company 
ancl ill Sublicliaries u of such date. 

6C(7) Sale and Leueback-Enter into any arrangement with any lender or investor or 
to· which l1lCb lender or .investor is a party providing for the leasing by the Company or any 
Saillidlary of ra1 .property owned by the Company or any Sublidiary which has been or is to be 
IOld or tramfened by the Company or any Subsidiary to such lender or investor or to any Person 
to whom funda haw been or are to be advanced by such lender or investor on the security of such 
properf} or rental obliptiOlll of the Company or any Subsidiary unless, after giving effect thereto, 
either {i) the unount o.f Funded Debt or Attributable Debt, or both, arising out of such transaction 
would be permitted under the provisiOlll of P.ragraph 6C(2), or (ii) the Company shall prepay 
the Nota, pro rata and without premium in an amount (rounded to the nearest $10.000) equal to the 
snater of tile net proceeds of IUch Slle-and-leuebac:k tranSICtion or the fair market value of the 

· pcoperty that ii the subject thereof; provided, that in the case of any transaction entered into prior to 
September I, 1988, prepayment of the Notes under'the provisions of this clause (ii) shall not be 
permitted, and neither tM Company nor any Subsidiary may enter an arrangement prohibited un~~' 
the provisions of this panrraph 6C(7) other than clause (i) henof if the obligation of the C-;;mpany -
or any Subsidiary in IUch tranllCtion would have a weighted average life to &nal maturiey that is 
lhorter than the weicfited average life to final maturity of the Notes or an interest c0st to the 
Coqlpany (computed in aa:ordance with accepted financial practice) that is less than 9.50']& per 
aiuilun: ancl provided further, that, in addition, to compliance with the foregoing, no such Slle-and
lluellmck tranuction shill be permitted with respect to usetl acquired by the Company or any 
Sublid~ sublequent to November 30, 1977 unlas the sale of such assets would have been permitted 
under the proYiaiolll of pancraph 6C(S), and the rental thereof would have been permitted under Ji 
t1wJ provisiOlll of parapaph 6C(6). 
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6C(8) Sale or Dlacount of Recei'Vabl-Sell with recourse, or discount or otherwise sell 
for leU than the flCle 'nlue thereof, any of ill notes or .:co11n11 receivable, except that World Boolc
Childcraft International, Inc., a Subsidiary, or any wholly-owned subsidiary thereof, may sell or 
dilCIOllllt K4Wllll receiY&ble or notes receivable in accordance with the proviliOlll of the Operatiftc 
A&acaaeAt. 

6C(9) Certala Coatracte-Enter into or be a party to 

(i) any contnct providinJ for the malcinc of loans, ad- or capit.i contriblltiona 
to any PsPl other than a Wholly-Omied Subsidiary (except where the obliption is limited 
to a fim maximum amOllftt which, if added to Senior Funded Debt cf the Company, wOll!d be 
within the limitations of da111e (vi) of paracraph 6C(2) ), or for the purchase of any property 
from any rer-, in each cue in order to enable such Person to maintain working capital, 
net worth or any other balance sheet condition 'or to pay debts, dividends or expenses, except 
that the Company and World Book-Childcraft, Inc., may enter into and perform its oblip_:; 
tiOlll under the Operatinf Ac•eeaeit; 

(ii) any~ for the pm:hue of material1, supplies or other paoperty or senica if 
·lllCh contract (or any ~ed doc:unmit) requires that payment for such ~1, supplies or 
other prcipeaty or lenica lhall be made regardless of whether or not delivery of such 
l1lllei iall, lll)lpliea or other propeaty or seMcea is ever made or tendered ; 

(iii) any contract to rent or leue ( u leuee) any real or per-1 property if such contract 
(or any related document) provida that the obliption to make payments tberewider i1 ablolute 
and unconditional under conditions not customarily found in c.0tmnercial leases then in aeneral 
lile or requires that the lellft purchase or otherwise acquire aecuritia or obliptiona of the 
leuori 

(iv) any contract for the sale or use of materiala, supplies or other property, or the 
rendcrinr of senica, if 1uch contract (or any related document) requires that pa~t for 
IUCh materiab, supplies or other property, or the 11se thereof, or payment for such 1e1 •Ka, 
shall be subordinated to any indebtedness (of the purchaser or user of such materials, supplies 
or other paoperty or ttie Pel'IOll entitled to the benefit of such senices) owed or to be owed 
to any Pel'IOll; 

(v) any other contract which, in economic efftct. is subltantiaDy equivalent to a parantee. 
~ u permitted by dause (vi) or dause (vii) of paragraph 6C(3) and except where the 
obliption is limited to a fixed maximum amount which, if added to Senior Funded Debt of 
the Company, would be wit!iin the limitations of clause (vi) of paracraph 6C(2) • 

· 60. llauance of Stock by SubUdlarin. The Company covenants that it will not permit any 
S11blidiary (either dircc:tly, or indirectly by the illllUICe of rights or optiOlll for, or securities convertible 

1 
into, lllCh shares) to issue, aell or otherwise dispose of any shares of any clus of it stoc:lc (other than 
directon' qualifyinc ~) except that (i) lllCh atock may be issued or aold to the Company or to a 
Wbolly-Owned Subaidiary, (ii) the Company may, or may permit a Subaidiary to, issue, sell or otherwise 
dispole of shares of c0tnanon ltOCk in a corpoaation that is a Subsidiary if, after giving etfect thereto, 
such corpoaation ahall cootinue to be. a S11blidiary, and (iii) the holdera of minority interests in any 
S11blidiary that i1 not a Wholly-Owned Subaidiary may be entitled to purchase stock by reuon of 
paeoenptive ricfitl. 

6E. Paymliit of Subordinated Debt. The Company covenants that until payment in full of 
the Notea, it will not make any payment of principal of or interest on any Subordinated Funded Debt, 
acept to the extent permitted under the provi1iona set forth in Exha'bit E hereto, and that all Sub
.ordinated Funded pebt W1'11 be evidenced by a note or other obliption in writinc which shall expressly 
incorpoaate or atate in full the lenlll under which such obliption is subordinated to the· Senior Funded 
Delic. 
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SlploN 7. DBl'AUl.T 

7. StUlltli cif Defaa1t. If any of the followinr eventl 1ball occur and be continainr for any 
..- whlaoner (and whether sucli occamnce lhall be whmtary or inwlantuy or - about or be 
eltcted by opentioa of law or athea wile) : (i) the Cc.npany defaultl in the paJ111mt of any priucipal 
GI fllll'I NOie when ~ w aball he l ne due, either by the terma thereof or othentile u herein 
iwori4W; or (ii) dR Cnnpiny clefenlts ia the paJ111mt of any interest on any Note for more than 
10 daJI after the due due; or (iii) the Compiny or any Sublidiuy default• in any pa,-t of priucipel 
GI or iuladt oa any other abliptiaa for -:r bouowed (or any obliption under c:Onditioaal lale or 
other tide r&ttn•ioa 111reementt or any obliption iuued or u11smed u full or partial pa,_c for 
i*OPert7 whether or aot aeCured by pun:hue -er lllOrtp&e, or any obliption for an amount in w 
of $250.000 under DOtel payable or draftl .ccepted repraentinr extellliona of credit), or any obliptioa 
..ier tea.. or other-tnctl that coaatitute Funded Debt of the Company or any Sublidiary beyond 
111'! period of pee ~ed with respect thereto, or defaults in the perfonnance of any other acreement, 
term or ~tion -i'lained in any qreernent under which any llllCh obliption ii created (or if any other 
default under any m:h qreemellt llhall oa:ur and be continuinr) if the effect of IUCh default ii to cauae, 
or to permit the holder or holden of IUCh obliption (or a trustee on behalf of IUCh holder or holden) 
tocwe.IUChobliptiaa to become due prior to ib stated maturity; or (iv) any repraentation or wanuty 
llllde !.11~~ Cc.npany herein or bl any writinr fumiahed in coanection with or purwut to thil Acreemeut 
sball·bi'fai•d:i any naterid. respect on the date u of which nade; or (v) the Compuy defaults in the 
perforance or oblemnce of any qretmeilt -tlined in Section 6; or (vi) the Company defaults 
hi the per{orrnance or olllervulee.of any other qreaneut, term or amdition -tained herein and auch 
default ahal1 nat ha'le been remedied within 30 day1 after writtm notice thereof lhall. have been 
recemd by the Compuy fram jOll; or (vii) the Compuy or any Sublidiary mallel an uaipment for 
the benefit. of crediton or ldrnits in writinr its inability to pay lta debts genenlly u they become due: 
or (viii) any order, judpnent or deme ii entered adjudicatinr the Company or any mateNI Subsidiary 
bankrupt or inaohent; or,(ix) the Company or any naterial Sublidiary petitiona or applies to any trihanal 
for the appoinm.at of .a tnutee, receiver or liquidator of the Company or any mateNI Subsidiary, or of 
any substantial. part of the UICtl of the Company or any naterial Subtidiary, or --any proceed· 
inp (other than proceedinp for the voluntary liquidation and dillolution of a mateNI Subsidiary) 
relatinc to the Company or any naterial Sublidiary under any bankruptcy, reorpnizati~ compromise, 
manpment, imolveticy, readjuam.tt of deb~.diuotution or liquidation law of any juri.Uit;;i~,S~hether 
now or 1-'ter in e«ect; or (:ii:) any IUCh petition or application ii filed, or any such proceedma~'\\are -'Ill. apimt the Company or any material Subsidiary and the Company or suck Subsidiary by lny 
Id indicates ib approval thereof, -t thereto or u:quiacence therein, or ID order, juctcment or cte1• 
is entered appointinr any IUCh tnutee,-receiver or liquidator, or appiowinc the petition in 1DyflUCh 
proceedinp. and IUCh order, iuctcment or decree remaina unatayed and in df«t for more than ,(iJ days; ,, c· '--'-

. or (xi) any order, judpient or decree ii entered in any proceedinp apimt the Company ded..(,.#!",_the· .y . ).~ 
dissolution of the Company and IUCh order, judpnent or decree remaina unatayed and in etfect for niOre'--:;,,. >]( \ ,. -
than 60 ~:or (xii) any order, judcment or:·.iecfee is entered in my proteedinp against the Company ' \ 
or any Suaidiary dec:reeinc a split-up of the Company or IUCh Subsidiary which requires the divestiture of \ 
a subltantial part, or the diftltiture of the stock of a Sublidiary whole useta constitute a substantial part, 
of the cOnaolidated aaet:l of the Company and ib Sublidiaries or which requires the dheatiture of Uldl. 
or stodc of a Sublidiary, which shall have contn'lluted a Substantial Part of Consolidated Net Eaminp 
(u defined in pancnph 6B) for the three fiscal yean then most recently ended (taken u a single 
period), and lllCh order, judgment or decree remains unstayed and in elfect !or more than 60 days; then 
the holder or holden of at least two-thinb of the principal amount of the Notes at the time outstanding 
may, at ita or their option and in addition to any riaht, power or' remedy permitted by law or equity, 
by notke in writinr to the Company, declare all of the Notes to be, and all of the Notes •hall thereupon 
be and become, forthwith due and payable together with interest ucrued thereoa.. For purposes of thil 
parqraph, a material Sublidiary ia any Sublidiary which sball have contributed a Substantial Part of 
Consolidated Net Eaminp (u defined in.pancnph 6B) for the fiscal year then most recently ended or 

,• 
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the &Ilda of which conatitute a 1Ubatantial part of the C01110lidated aueta of the Company and iu Sub
aidiaria. Thia Settioa ii aubject to the condition that if at any time after the Nata ahall have been 
declared and aball ha•e become due and payable and before any judpent or decree for the payment of 
the wy1 ao due. or any thereof, ahall have been entered, all arreara of interest upon all the Notes and 
ID other 11111111 payable oa the Notea (except the princii-1 and interest on the Notes which by auch 
dedanlioa ahaD laYe become payable) ahal1 haft been dutj paid, and f:'lefY other Default and Event of 
Default shlll laYe been made p>d or alkd, then and in eftfY auch cue the holders of~'!' in agre
pte princii-1 a_.,t of the Nata then outstandinr may, by written instrument delivered to the Compuy, 
relCind and uumt auch declaratioa and ita comequencea; but no such raciuion or annulment shall extend 

• to or a«ect any subaequent Default or Ewnt of Default or impUr any ri1ht consequent thereon. 

SscnoN 8. bnuBNTATIONS AND 'W AUANTUIS 

,, ~)I~ ,.Co• =ta 111111 Wanutl-. The Company repreaenu, covenanta and 

IA. Orpalsatloa 111111 Qu"'"catloa. The Company ii a corporation duly · orpnized and 
aisti• in p>d """'liar under the lawa of the State of Ohio, ach Subsidiary ii duty orpnized and 
mnc in p>d lt&lldinc under the. Ian of the jurisdiction in which iucorporated, and. the Campany 
1111 and ach Subaidiary 1111 the corponte power to own iU rapective property and to carry on ita 
14 nthe h11 i •• u now beiar COilducted, and the Company ii and each Sublidilry ii duly qualified 
u a foreip corporation to do bl!lineu and in p>d ft&!Mlinc in e'Rl'f jurildiction in which the nature 
of die reapective bual- conddded ·llJ it mabs auch qualifi~ nec1111ry and in which fulure to ao 
qtalify miPt haft a aaterial ldftl'le dect upon the Company and iu Sublidi&ria taken u a whole, 
u - forth in the ICheduJe attached u Exhibit c hereto. 

88. ..-rd•' ltac.mmta. The Company hu furniahed you with the followinc &nancitl 
11atie11111111,.identi&ed bJ a princii-1 &n1nrial o8ic:er of die Company: (i) -.olidated balance sheets of 
the Cm!pl!!y aad. ita Sublidiariea u at N-ber 30, 1977, 1976, 1975, 1974 and 1973 and conaolidated 
ltlt ,. ta.of 1-. of the Company and itl Subaidlariea for the ;years ended on such datea, respectively, 
ID certi6ed bJ Coopn &: L71nnd; and (ii) conaolidtted be"nce aheeta of the Company and ita Sabo 
lidiuia u at May 31, 1978 aad 1977, and Conaolidated Statemenu of 1-. of the Company and iu 
Sublidilria for the 6 _.,periods ended on such datea, prepaaecl bJ the Company. The Company hu 
tlao furniabed J011 with die followinr &MIM'ial Ptementa, identi&ed bJ a fimncial olllcer 'of World 
Book..Qiildcraft Intenw•itml, Inc.: (x) C0111111idated belance lheetl of World Boolc-chilclcraft Inter
natk-1, Inc. aad ita llllllidiariea u at Sepcmiber 30 in e1Cb of the ,an 1973 throuch 19", inclusive, 
and muolidated profit aad Ina and llUrplul ltltementl for World Book-chilclcraft, Inc. for the )'CU'S 

then ended, respectively, ID certified bJ Arthur Anderien &: Co.; and (y) a muolidated balance sheet 
of World Book·Childcraft Internalional, lac. and ita aublidlariea u at May 31, 19'8, and c:onaolidtted 
pro&t and Ina and aurplua ..._ti of World Book-Childcraft Intemational, Inc. and ita aublidiaries 

· ~ the eiiht -tha' period ti- ended. prepared by World Book.cbildcraft Intemational, Inc. Such 
lnlncill ltllm!eiltl Cindudinc any related tcbeduta r.nd/or notel) (to the best of the lmowledce of 
'lhe Compu,y in the cue of the financial atatementl of World Book-Oiitdcraft lnternatioaal, Inc.) are 
true and CIOrNCt in 311 aaterial reapecta ( ll!bject, u to interim statements, to chan&es resultinr from 
auditl and,_..._. adjliltllienta) and laft been prepared in uc:ordance with ameratJy accepted account· 
inc principles consiatend1 followe& thaoucl-t the periods inwlftd except u noted therein and a'- ID 
liabilitim, direct aad continpot, of the Company and ita Subeic6aria, and of World Book..Qiildcraft 
lntemationat, Inc. and ita tubaldiariet, reapettiftly, required to be lhown in aa:ordance with lllCh 
paiucipla'.. The bellPXe aheeta (to the belt of the ia-led&e. of tbe Company in the - of the belance 
sheets of World Book..Qildcraft, Inc.) fairly pnlelllt the COilditioa of the Company and ita Subaidiaria 
and of World Book-Chllclcraft lnllnlational, Inc. and ita sabaidiaria u at the dates threof, and the 

• pllllt aad'loa and Rrplua.ltltmlentl fairly ix-t the IDllta of the operatioal of· the Company and 

13 

••• 
.. 



• 

• 

• 

• 

• 

• 

• 

• 

• ') 

• 

• 

\\ 

its Subsidiarie1, and of World Book-Chilclcraft lnternatioml, Inc. and its subsidiaries, respectively, for 
the periods indicated. There hu been no material adverse change in the business, condition or operations 
(financial or otherwile) of the Company and its Subsidiaries, or of World Book-Childcraft International, 
Inc. and its subsidiaries, taken u a whole since May 31, 1978. 

8C. Actlaa• Ptndlllf. There is no action, suit, investigation or proceeding pending or, to 
the lmowledp of the Company, threatened against the Company or any of its Subsidiaries, or any prop
erties or rishts of the Company or any of its Subsidiaries, before any court, arbitrator or administrative 
or ~tal body which is lilcely, in the opinion of the Company, to result in any material adverse 
chance in the basinesa, coadition or operations of the Company and its Subsidiares taken u • whole. 

8D. Olatstandlar Debt. Neither the Comp•ny nor HY of its Subsidiaries hu outstanding 
any Funded or Current Debt, on a consolidated buis, except u disclosed on Exhibit D attached hereto. 
There exists no default under the provisions of any instrument evidencing such Debt or of any qreement 
relatinc thereto. 

8E. Title to P&op;rtin.' The CompHy has and each of 5ts Subsidiaries has good and market
able tide to its iespective real properties and &ood title to all of its other respective properties and assets, 
including the properties and usets reflected in the balance shr;et as at May 31, 1978 hereinabove described 

. (other than properties and auets disposed of in the ordinary course of business and other than properties 
and &-a which are not owned by the Company or its Subsidiaries but which are properly reflected on 
such bUance sheet in accordance with senerallY accepted accounting principles), subject to no Uen of 
any kind except Liem permitted by paracraph 6C( l ). The Company and its Subsidiaries enjoy peaceful 
and Wldistarbed poaession of all leases necessary in any material respect for the operation of their 
respective properties and usets, none of which contains any unusual or burdensmne provisions which 
might materially affect or impair the operation of such properties and assets. All such leases are valid 
and sublistiq and are in full force and effect. 

8F. Tu-. The Company has and each of its Subsidiaries has filed all Federal, State and 
Provincial income and other tax returns which, to the best knowledge of the officers of the Company, 
are required to be filed {except with respect to State franchise or other similar taxes applied by any 
State in which a Subsidiary may be required to be, but is not, qualified to do business), and each has 
paid all taxes u shown on said returns and on all assessments received by it to the extent that such 
taxes have become due. Federal income tax retunu of the Company and its Subsidiaries have been 
examiMd and reported on by the taxiq authorities or closed by applicable statutes and satisfied for all 
filcal years prior to and includiq the fiscal years prior to and including th-. fiscal year ended on 
November 30, 1973. State and Provincial income tax returns of the Company and its Subsidiaries have 
been cl~ to the extent provided under applicable statutes ; neither the Company nor any Subsidiary 
has snnted any extension or waiver of the limitations period under such applicable statutes . 

• 
8G. Coallictinc Acnementm and Other Matten. Neither the Company nor any of its Sub

sidiaries is a party to any contract or ·agreement or subject to any cbaner or other corporate restriction 
which materially and adversely affects its business, property or assets, or financial condition. ~either the 
execution nor delivery of this Agreement, the Notes nor the Operating Agreement, nor the offering, 
issuance and sale of the Notes. nor fulfillment of nor compliance with the terms and provisions hereof 
and of the Note will conflict with, or result in a b!'Clch of the terms, conditions or provisions of, or con
sti1ute a default under, or result in any violation of, or result in the creation of any Uen upon any of the 
properties or usets of the Company or any Subsidiary pursuant to, the chaner or regulations of the 
Company or any of its Subsidiaries, any award of any arbitrator or any agreement (including any 
agreement with stockholders), instrument, order, judgment, decree, statute, law, rule or regulation to 
which the Company or any of its Subsidiaries is subject. Neither the Company nor any Subsidiary is a 
party to, or otherwise subject to any provision contained in, any instrument evidencing indebtedness 
of the Company or such Subsidiary, any agreement relating ther~to or any other contract or agreement 
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(indudinc its charter) which restricts or otherwise limits the incurrinc of the Funded Debt to be 
evidenced by the Nom. 

8H. Otralac of Note. Neither the Company nor any arent actinr on its behalf has offered 
the Nota ot 1111 limifar security of the Company for sale to, or solicited any offers to buy the Notes or 
1111 lilnillr -...'itt of the Celmpmy l'or Ale to, or 10licited any o«eri to buy the Nota or any similar 
wwwity of tbe Ompeny from, or otherwile appl'Oldted or necoti&ted with rapect thereto with, any 
P...- or ~ other than 70Unelf, and neither the Company nor any acent actinr on its behalf 
haa llbn or wiD take any ldioa which -1d aubject the iuuance or sale of the Nota to the pnnilioaa of 
Sec:liaa 5 of the Securitiel Act of 1933,. u amended, or to the provisions of any securities or Blue Sky 
law of any applialNe jarinction. 

81. ltlplati. G, -. Neither the Company nor any Sablidiar)' owns or haa any present 
intllltion of M:lqllirinr any "i:narsin llCUrity" u de6ned in Rerulatioo G ( 12 CFR Part 207) of the 
Board of Ga.a-. of the Federal Reserve Systan (herein called a "i:narsin security"). The pro«eds 
of sale of the Notes to you will be med, tosether with other funds of the Company, to refinance the pur
chue price of the outstandill( capital stock of World Book-Childcraft International, Inc., a subsidiary of 
Field Enterprises, Inc., a Delaware ~rporation. Nooe of sach proceeds will be used, directly or indirectly, 
for the purpose of parcbuinr or carrylnc any marsln security or for the purpose of reducinr or retirinr 
111y itidebtedw1 which - oricillllly incurred .to purdlue or carry a marsin security or for any other 
pari- which micht caaatitute this transaction a "purpose credit" within the meaning of said Regulation 
G. Nether the Company nor any ll'ftt actinr on itl behalf hu taken or ws'JJ take any action which micht 
caale this Acr-t or the Notes to Yiolate Rerulation G, ·Rerulation T, Regulation X or any other 
nculatioll of the Boud of Gena non of the Fedenl Reserve System or to violate the Securities Exdllnce 
.&ct ef 1934, in ach cue u in elfect·now or u the same may hereafter be in effect. Tbe Compuiy wi'JJ 
not elller .illlo any c:ammitment for the parc:hue or acquisition of any "marsin security" or "publicly· 
beld" lmlrity ( u said terma are de&ned llld used in said Regulations) directly or indirectly ( includinr 
nplenithmmt of funds theretofore aftilable u worlcinr capital) out of the proceeds of the Ale of the 
Notes. unleM prior thereto the Company lhll1 have obtained a favorable rulinr from an appropriate 
ollicia1 of the Federal Reserve System, or a favorable opiDion from. c:ounsel referred to in pararraph 3A 
(or other counsel of rempized standinr sati1factory to you) to the effect that the exten•illft of credit 
l.aeander and the other .cimunatancel aunoundinr such purchase or Kqllisition will not constitute a 
YiolaDon of any -" Replation or of the Securities Exchanp Act of 1934 u then in effect. 

8J. PoDudoa Rlplatl-. The Company and each of its Subsidiaries is exerci~inc its best 
effortl to -PY with all laws and rerulations relatinr to pollution control in all jurisdictions where the 
Col J •1 _. elCh o( itl Sablidiariea is presently doinr bu!ineu, and the <;ompany will use its best 
efforts to comply and to caase ach of its Subsidiaries to comply With all such laws and reruJations which 
inay be tecaJly impc>led in the futw'e in jnrildictioas in which the Company or any Subsidiary may then 
be doinr buaineu. 

8K. Bmplayw a.tir-Dt Income Security Act. No employee bene&t plan established. or 
maintained by the Cmnpuy or any S1Jbsidiary, which is subject to Part 3 of Subtitle B of Title I 
of the Employee Retiranent I~,Sbrity Act of 1974, u -ded and in efrect. had an accumu
lated fandiar de&ciency ( u IV/:!'1 

' '!') is de&ned in Section 30Z of that Act) as of the last day 
of the nMllt recent &ICll year of ~:;;,. jliln ended prior to the date hereof, or would have had an aa:wftu· 
lated fandiar de&ciency (u 10 de&ned) on lllCh day if such year were the &nt year of such plan to 
which Part 3 of Sabtitle B of Title I of that Act applied, and no material liability to the Pension Bene6t 
Gmiranty Corpontion, hu been, or is expected by the Company or any Subsidiary to be, incurred with 
respect to 1111 -ti plan by the Company or any Subsidiary. The exei:ution and delivery by the Com· 
plllJ of this AcrlSMllt and the Neita will not in'flllve any prohibited translction within the meaninr of 
ERISA or s«tion 4975 of the Intenlal Rewmue Coile. This representation by the Company is made 
in reliance apon and 111llject to the &CICIUKJ of your iepr-..tation in pmrarraph 9 u to the -= of the 
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fmidl· ID lie med by 11111 ID pay the pan:bue price of the Nata. At1aehtd hereto u Exlu"bit F ia a !lit 
of all funded emploJee benefit plaaa establilhed or maintained by the Company or any Subsidiary or u to 
which the Campany Is a "Party in interest" ( u definm in Section 3 of ERISA) or a "disqualified 
pmm" (u defined in S«tioa 4975of the Iatemal Revenue Code). 

81. Ati.ace of tranlp ar ltn"'lJ' Statul. Neither the Company aor aay Subsidiary ia a 
"national" of a foreip c:ouatry delipated in Execathe Order No. 8389, u lmellded, or of aay "delir· 
nated enemy -Uy" u definm in Execatin Order No. 9193, u ameaded, of the Presideat of the 
United Stata of ;\merica withia the~ of laid ExecatiYe Onlen, u amended, or of any replatioa 
ilsaed thetewcm, or a "aa~" of aay "desi&nated foreip to1mtry" within the maninr of the Foreigd 
AsldS Control ReplatiOlll or of the Caba Allets Control Replations of the Uaited Stata of America, 
31 CFR, lab-title B, Chapter V, u maeaded, or a "~" in Soathem Rhodesia or is actiJlr on behalf 
of or for the beaefit of a "penoa" in Soatlienl Rhodesia within the meailinf of the Rhodesiaa Suctions 
RecaJati11111, 31 CFR, lab-title B, Chapter V, u ameaded. 

BM. Go••wawatal c-t. Neither the nature of the Company or of any Subsidiary, nor 
any cf their resapeetRe busiames or pioperties, aor aay relatiOlllhip between the Company or any Sub
sidiary and aay either ~. nor aay cilciFIF stance ia connection with the offer, issue, sale or deliftrY of 
the Notes ia llJCh u ID require aay CDllleDt, approftl or other action by or any notice to or filinr with any 
court or adminiottatne or pmnmeatal body (other Ihm routine filinp after any date of dosinc 
with the Secmitia and E.vhaap C-a'lion and/or State. Blue Sky aathorities) in coanection with 

11 the execatioa UICI deliftlY of this Ac1eemmt, the offer, issue, sale or delivery of the Noles or fulfillmeat 
of or campliulce with the 1lftlll UICI prorisiOlll heieof or of the Nata. 

,, 

IN. Pai1111loa of :rnadil·-. Llcmtll, etc. The Company and its Subsidiaries possess all 
fraachi1e1, certiicales, lkawt, permits and other authorizations from IOYerDlfttlltsl political subdivisions 
or replalory aathorities, all. pateats. trade-marb, service marks, trade names, copyrichts, licellles and 
other npts, free from~ restrictiou, that are ~·ry ia any materlat 'fespect for the owner
lbip. maiatenaace and operation of their respective properties and auets, aad neither the Company nor 
any Sub.'lidiuy ia in. 'iiolatioa of aay lhereotin any material respect. 

SllCTION 9. ltllPUSENTATIONS OP PtnlCHASD 

9. Rcpa 1.atati- of die PlarclllMr. You repraeat and in makiac this sale to you it is 
specitlcaiiy wlUo:utuod and qreed that you are acquiriar the Notes for the purpo1t of iavestmeat and not 
with a view tD or for sale in coaaectica with any distribution thereof, provided that the dispolition of your 
property aliall at all. times be aad ~ within your c:oatJol, Y oa further represent that no put of the 
faada beiar llled by 11111 ID pay the parchue price of the Nota hereunder constitata assets alloc:ated 
to any ..--= maiataiaeil by 11111 in which any employee benefit plan ideatilied in the lilt 
refemd to in pincraph 8K participates. As llled in this pancnph 9, the terms "separate -=iuat" 
lllCI. "en1plo,.C benefit plaa" aball haft the supeetite .....,,iar- wiped to l1ICh 1lftlll in Section 3 
of ERISA. 

SllcnoN 10. DBPJNITIONS 

10. Delaitl-. For the purpose of thia A~eat, the followinc terms shall have the 
followiq maninrs: 

IOA. ~· 1hall meaa and iaclude an iadividual, a partnership, a joiat veatare, a corpo
ration. a lrUlt, an uaiacorporated Olpllilatioa and a aovemment or miy depU'lllleat or qenc:y thereof. 

IOB(I). "lalielcU1 '7" shall meaa any corporation more thaa ~ of tlte total combined votiar 
power of all dusa of Votinc Stock of which sball, at the time u of which any detenniaation is beiar 
made, be owned by tlle Com(IU1 either directly or throuch Wholly-Otmed Subsidiaries; provided, 'that 
any corporuioa tbat ia an Ulll'tlb ictecl Snbnti11y a1ia11 not lie wme.t to be a Su!Miidiuy for any palpClle 

,; 
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of thia Acreemmt, but sha1l be subject only to thole provisions that expressly refer to Unrestricted 
"Subtidiariel: 

108(2). "Wliolly-Owawcl SuWdlK1" shall mean any Subsidiary, all of the stock of every 
clua of which, except directon' qualifyinc lharet, shall, at the time u of which any determination is 
beinr rmde, be owned 111 the Campuyccither direc:tly or through Wholly-Owned Sublidiaries . 

108(3). "I0%·0wned Suhe!dl1'1" sha1l mean any Subsidiary more than~ of the total combined 
'ftltinr power of all c:lauet of Votinr Stoclc of which sha1l, at the time u of which any determination is 
beinr made, be owned by the Campany either directly or throup Wholly-Owned Subsidiaries. 

lOC. "U~cted SubUdiary" shall mean any corporation more than 50% of the total com· 
, bined 'fOtinr power of all clula of wtinr ltack of which shall, at the time u of which any determi· 

nation is beinr made, be owned by the Campu1y either directly or through Wholly-Owned Subaid· 
iariea, and (iii) is daipated u an Unrestricted Subsidiary by express action of the Board of 
Dincton Cl! the Company and by written notice to you llCCOlll]IUlied by an Officer's Certificate certifying 
such Ktioa 'by the Board of Directors of the Campany, identifyinr such Unrestricted Subsidiary; provided, 
that no desipation or raci11icri of. a desipation of a oirporation u an Unrestricted Subsidiary shall be 
dl'ediwe for any purpo1e of thia Acrcenent if, after civinr effecl: thereto, ( x) any Default or Event of 
Defiult would occur, or (y) the Company wwld thereby be prevented from incurrinr additional Senior 
f'unded Debt permitted, under the promiona of clause (vi) of puacraph 6C(2), or if prior to such 
daipation Ille of. all of the capital ltoclc of IUCh corporation would. not,.!oive been pt!'lllitted under the 
provitiaal of pancraph 6C( 4). For all P11fPC*1 of this Ac1ce11ent, an Unrestricted Subsidiary shall be 
vahleil at the book value thereof u of the time when any determination i1 beinr made hereunder, 
which, if such detamidation occurs concurrently with the acquisition of such Unrestricted Subsidiary 
by the Company, shall be the actual cost of acquisition thereof. 

lOD(l). "Puridld Debt" sh!lll mean and include without duplication, (and in each cue 
includinr the current portion thereof). 

(i) any obliption payable more than one year from the date of creation thereof, which under 
pnerally accepted accoantinr principles i1 shown on the balance sheet u a liability (excluding reserves 
for de(erred income taxes and other reserves to the extCI!! that such reserves do not constitute an 
obliplion ), 

(ii) amounts equal to. the aarepte net rentals (after making allowance for any interest, taxes or 
other .expel!RI included therein) payable more than one year from the date of the creation thereof under 
any 1- (whether or not such 'rentals accrue and become payable only on an annual or other periodi~ . 
basis) which 1-. is capitalized in accordanc:e with generally accepted accounting principles on a basis· 
,consistent with thole ~ied in the preparation of the financial statements referred to in clause ( i) of 
paracraph 88, ' ' 

(iii) indebtedneu ssured by any Lien existing on property owned subject to such Lien, whether or 
not the indebtedneu secured thereby shall have been assumed, except with respect to Liens permitted by 
cia-. (i), (ii) and (iii) of panpaph 6C(l), 

(iv) cuarantee1. endorsements (other than endorsemeltts of negotiable instruments for collection in 
, the ordinary .coarse of buaineu) and other contingent liabilities (whether direct or indirect) in connec· 
. tion with the obliplions, stock or dividenda of any Person, 

(T) obliptiona under any contnlet providinr for the making of lOUIS, .advances or capital contribu· 
tioas to any Person, or for the pardlue of any property fl'Clll any Peraon, in each case in order to enable 
-it PU10R primarily to maintain working capital, net worth or any other balanti>,sheet condition or to 
pay debts, dividends or expemes. · except that obliptions of the Company and Wilrld Book-Childcraft, 
Inc. under the Operating Acreeme11t shall be excluded in any calculation of Funded Debt, 
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(Ti) Qblipdoat under uy COllitnct for the pudwR of matel'WI, IUpp1iea or other ptopeat) if 
lllda coatrll:t (or UI)' aellted doc:lmmrt) requirea that payment for llUCh materiala, mppliea or other 
paopu t) ahll1 be made nprdleu of whether or not delivery of such materiab, supplies or other propa t) 
ia eftl'a.de or lldldeled, 

(Tii) abllpdOm under any -act to nnt or leaae (u leuee) any real or penoaa1 p1opesl) if 
r:;i,iltj\~tnct (or u1 related ~t) proTides that the obliption to make p&yments thereunder ia 

(: .. ;i!;\:t/r~ and wicmditioaal under conditions not Cllltomarily found in commercial leases then in .-r.iJ 
-;~~~r requirea tbat the leuee pmi- or otherwise acquire securities or obliptiona of the leuor, 

('riii) obliptiam under any cmtnct for the Ille or me of materiab, supplies or other "pr"'ope-attvy 
if llUCh cmtnct (or uy related document) requires that p&yment for such mstemls, SUJ!!~ies or other 
propert)', or the ue thereof, aba1l be subordinated to any indebtedneu (of the putch&ller or mer of llUCh 
lllllei'iall, lllpplia or other ptoped)) -ed or to be -m to any Penon, aad 
. (ii&) obllptioaa under UI)' other cmtnct wbicb, io economic effect, is substllntially equiftlent to a 
pru!lee. 

all u detvmined in M'ICOrdUlce· with pnaally ·accepted ICCOUllUnr principles. . ,, 
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100(2) •. "labordlnattd Fun4ld Del!t" shall inean any Funded Debt ~yment of principal or 
iaterat, or both, of wbich aba1l be aubordfuated aad junior to the indebtedaesl 'mdeaced by the Notes 
and ID other Senior Plmded Debt of the CampaaJ and its SublidiariCI in the muaer ud to the extent 
let forth in Eabibit. E. hereto. I 

100(3). "Slalor Plmded. Debt" aball mean any Funded Debt that ia not Subordinated Funded 
Dellt. 

.100(4). "Currmt Debt" aball mean any obliption for borrowed money (and any notes pay
able and draftl ·accepted reprel"rtinr extenaioaa of credit. whether or not representinr obliptiona for 
bouowed m0ae,.) p&yable aa deawncl or within a period of one yar from the date of the creation .,thereof: 

. provided that uy lllCh ob1ipt1oa aba1l be tnaled u Funded Debt reprdlesa of its term, if such C\'~liptlon 
. ia renewable~ ID the tenna thenof,.or of a tw0lvinr credit or lirililar arreement etf«frtepfor more 

than one yar after the date of the creation of. auch C!!llicatioa. or may be p&yable out of the pt'oc:eedl of 
a aimilar obliptioa purlUUll to the leiml of such obliption or of any aucb arreement. 

100(5). "Debt" shall mean Funded Debt or Current Debt, or both, u the•cue may be. 

JOE. "CoalOll.dated Worldac c:&pital" aball mean the exceu of consolidated current ueets 
cmr ~ current liabilities of the Company and its Subsidiaries, both determined io acc:ordance 
1rith aeneraJly accepted ICCOllilUnr principles .comillent with thole followed in the preparation of the 
&uncial ttatements referred to io clause (i) of parasraph BB, provided that there aball not be iacluded 
in current aueta (i) any ~s or adYlll~ made by the Company or any Sublic!iary except tranl and 
other like advancea to ollicera and employees in the ordioary coune of buaioeaa, uor (ii) any uaets 
located pde (iadudinc any amouata p&yable b)' Penoaa located outaide) the United States of America 
and Canada. 

lOF." "C-lldatfld Net Tanrlbl• Auel&" shall mean the rrou book value, of the ueets of 
the Company Uld,its Subsidiaries (exclusive of rood wUI, patents, trademarb, trade names, orpaizatlon 
expense, treuury stock, unamortized debt. dilCOllnt and expense and other &ke intanct'bles), less resenes 
applicable thereto, minority interests and -an liabilities ( includinc deferred hr.ome taxes but excludinr 
deferred investment tax credits) other than Funded Debt, capital stock r,.id surplus, an determined 
oa a consolidated buia in accordance with pierally accepted llCCOllDt~\ priociples : provided, that 
there 1ball not be included in Uaetl any investment in or direct or indirect '!l_!UI, advance or extension 
of credit 'to, any Unrestricted Subsidiary in excess of an amount equal to ~co.of the consolidated. 
Net Worth of the Company and all Sublidiariea. 

IOG. "Bftat of Default" lbal1 - UI)' of the neats .pecified in Section 7, pnmded diet 
there hu been ati,&ed uq requirement in coaaection with such neat for the pvinc of notice, or the lapse 
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of time, or the happenilic of uiy further condition, event or act, and "Default" shall mean any of such 
eventl, whether or not any 1uch requirement hu been 11tilfied. 

JOH. "Otlcs'1 Cerdlcate" shall mean a certificate siped in the name of the Company by iu 
l'Telident, one of itl Vice Pl'esidentl or itl Treuurer. 

IOI. "Lim" 1hall mean any mortpae, pledre, security interest, encumbrance, lien or charre 
of any kind (iacludiq any ac1eesnent ID pve any of the foregoinr, any conditional sale or other tide 
retention qreement, any i.. in the nature thereof, and the filinr of or arreement to pve any financinr 
111-t under die Uniform Commercial Code of any jurildiction). 

IOJ. "Net WOrth" of a corporation 1hall mean the sum of (i) the par value (or value stated 
on the bookl of the corporation) of the capital stock of all dulel (exclU1ive of treasury stock) plus 
(or miaUI in the c&1e of a 1urplU1 deficit) (ii) the amount of the surplus, whether capital or earned, 
of 1uch corporation. 

IOK. "Votlq Stock" when uaed with respect to any Subsidiary shall mean any shares of 
1tDclc of .IUCb Sublidiary havinr aeaeral votinr power under ordinary circumstances to elect the Board of 
Directcn of IUCb Subsidiary ( irre1pective of whether or not at the time stock of any other clau or 
cJauea lhal1 lave ilr micht have votinr power by raaon of the lappeninr of any continrenc:y). 

lOL. "Subltutlal Part" 1hall mean, whe.n u1ed with respect to usets, more than IO'J' of the 
coDIOlidated Uletl of the Company and all Sub1idiariea, and when used with respect to Consolidated Net 
'F.arniaP for any period, more than 1°" of Comolidated Net Earninra for such period. 

lOM. "Attdbutable Debt"· 1hall mean, when used with respect to leues that are not capital
ized, an amount equal ID the arrrepte net rental• (after makinr allowance for taxes or other bona tide 
expenMI ind.,aded therein) p1yable under such leuea durinr the remaininr term thereof, discounted to a 
present vllue at the rate of 9.75" per annum, compounded semi-annually, and c:alc:ulated in accordance 
with accepted financial pnctice. J; 

/i 
SBCTION 11. MISCELLANEOUS 

. 1 IA •. ·Home Otlce Pa1111eat. The Company arrees that, u lone u you shall hold any Note, 
it will make p1yment1 of principal thereof and interest and premium, if any, thFeon, which comply with 
the tiemu of thi1 Alfeenient, by credit to your account or accounts in Morran Guaranty TfUll Comp1ny 
of New York, 15 Broad Street, New York, N.Y. (account f 050-53-360 for payments with respect to 
the El'lt Note, and account f 826-00-027 for paymentl with respect to Notes other than the first Note), 
or such other account or ac:count• in the United States u you may desipate in writing, notwith1tanding 

· any contrary provi1ion herein or in any Note with respect to the place of payment. You agree that, 
before di1pt11\ag of any Note, you will make a notation thereon of all principal payments previously made 
thereon and of the date to which interest thereon hu been paid, and will notify the Company of the 
name and addreu of the tran1feree of such Note. The Company qreea to afford the benefits of this 
parqraph I IA to any institutional invntor of recognized ltandinr which is the direct or indirect 
tralllferee of any Note purchued by you hereunder and which ... made the same qreementl relating 
to s.uch Note u you have made in this parqraph llA . 

11 B. Jl:aplm-. The Company arrees, whether or not the transactions. hereby ·contemplated 
shall be con1ummated, to pay, and.11ve you harmless apinst liability for the payment of, all out-of-pocket 
expi/n.es arilinr in toanection with thil tranuction, includinr all stamp and other taxes (including any 
intanirible penonal property tax, torether in each case with internt and penalties, if. any, and any 
i'!come tax p1yable by you in respect of any reimbursement therefor) which may be payable in 
respect of the. execution and delivery of this Agreement or the execution, delivery or acquisition of 
any Note illutd under or punuant ID thi1 Acreesnent, all printinr costs and the reasonable fees and 
expenses of your special coun1el in connection with thi1 Arn:ement and any modification thereof. The 
obliption1 of. the Company under thi1 parqraph 11 B shall survive transfer by you and payment of 

. any Note. . 
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UC. Can11nt to Amm.S-ta. Thia Arreement may be amended, and the Company may 
tlke .., action bereia prohibited, or Oll!it to perform any act ha'ein required to be performed by it, if the 
Campllly lhall obtain the writlm c:onicnt to 1uch amendment, action or omiuion to act elven by the 
bolder or,)Jholden of. at lelst 66~" of the principal amount of the Notes at the time outstandinr, 
o:cept that, without the written Clllllellt of the holder or holders of all of the Notes affected thereby 
at the time ollllt:andinr, no amendmeilt to thil Aaaeeinent lhall c:hanae the maturity of any Note, or 
chance the principal of, or the rate or time of payment of interelt or any premium payable with rapect 
eo. any Note, or alfect the time or _, of any required prepaymentl, or reduce the proportion of the 
principal ._, of the Nota required with rapect to any cmaent. Any con1ideration pven tell any 
Not~ DMer ID obtain hil -.nt. lhall be pvm ro raliJ to all Noteholders who will continue to be Note
bolden after-*icln of the tramaction -.nted to whether or not they cive content. Each holder 
of any Note at tbe time cir thereafter outltandinc lhal1 be bound by any conaent authorised by thil para· 
snpla UC, whether or .-. wh Note lhall haw: been marked ID indicate IUCh c:onJent; but any Note 

· illued thenafter-y bear a notation refeniur ID any auch eonaent. No coune of dealinr between the 
Cmnpiny and tbe holder of any Note nor any delay in exen:ilinc any ripta hereunder or under any Note 
lhl11 operate u a Wlher of any rishta of any bolder of auch Note. A. used ha'ein and in the Notes, the 
term ~ Aa•-t" and refawww thereto or ID any other qreeinent or inatrument shall mean thia 
Aa•-t or u:h other qaeement or illltl-' u it or they -y, from time to time, be amended or 
111ppl11111nted. 

UD. 1'onn, ~ Trud.r and Esda•np of Not-. The Notes are iuuable only u 
ftCiatered Notea without C11J11P0111 in the denominatiOlll of $10,000 and any intqral multiple of $10,000. 
The Campulf iball keep at ita principal olic:e. a repater in which the Company lhall provide for tlMf 
ftlittratioa of Notes and of transfer of Notes. Upon surrender for registration of transfer of any 
Nole at the olic:e of the Company, the Campany shall, at ill expeme, execute and deliver one or more 
- Notea of like. tenor and of a like qsrepte principal amount reci•tered in the name of the desipaated 
lranlferee cw tranaferees. At the option of the holder of any Note, such Note may be exchanaed for 
other Nota of like tenor and of any authorized denominatiOlll, of a like agrepte principal amount, 
apon 1w1ender of the Nole to be exchanaed at the office of the Campany. Whenever any Nota are 
IO 1.aratlldered for exchange, the Campany shall, at ita expente, execute and deliver the Notes which 
the Noteholder malciiif the ac:hanae ia entitled to receive. Every Note surrendered for registration of 
tranafer ,a!WI be duly endoned, or be accompanied by a written. inatrument of transfer duly executed, 
by the I><Jder of such Note or hil attorney duly authorised in writill(. Any Note or Nota iuued in 
ex~for any Nole or upon transfer thereof shall carry the ripta to unpaid interat and interest to 
~which were Carried by the Note ao ex~ or tranaferred, ao ~t neither pin nor lou of 
interelt lhall rault from any auch transfer or exchance. 

llE. ~ Notlc9 to Sublequmt Holdw. If any Note shall have been transferred to another 
holder punuant ID parqraph 1 lD and auch holder ahaU have deaipaated in writing the addreu to 

"which ·communicationa with rapect ID such Note shall be mailed, all notices, certificates, requests, 
ltatemenll and other c1ocun-11 required or permitted to be delivered to you by any provision hereof 
lhall alao be delivered tO each auch holder, except that financial atatementa and other documen!I 
provided for in parqraph SA need not be delivered ID any auch holder holdinr leA than 10" of 
the lllfellle principal amount of Notes from time to time outstandinr· 

llF. Pets•s D.11med Own.n. Prior to due presentment for rqistration of transfer, the 
Campany may treat the P~ in whole ll&lM any Note is registered u the owner and holder of such 
Note for the purpoee of receivinc payment of principal of and intereat and premium (if any) on such 
Note and for all other purpoeea whatsoever, whether or not auch Note shall be overdue, and the 
Company ahall • be alfi!Cted by notice to the contrary. 

llG. Sanlftl of •P• untad- and WunntilL All representations and warranties con
tai~ herein or made in writinc by the Campany in connection herewith" shall. survive the execution and 
delita) of thil Aa•~t and of the Nota, nprdleu of any investigation made by you or on your behalf. 
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1 IH. lac c 111 an 1114 Alllpa. All covenanta and acnementa in thia Asreement contained by 
or oa bebllf of eithtr of the puti• hereto lhal1 biad aad inure to the benefit of the rapecti"Ve 111emnn 
aad ualpa of the putiea hereto whether IO apraled or not. 

111. Mode& All commaaicatiou provided for hereunder 1hall be aeat by lint d&111 mail 
aad, if to ,.,a, ..W. 11 ud to you ia the -- (except u othenriae proyided ia puacnph llA witla 
ntpect to plF 'J of principal of llld iaterat aad premium, if aay, oa the Note) ia which thia letter ia 
i.dda 1111 II, llld If to the C-paay, at itl allica at 14600 Detroit Avenue, Lakewood, Ohio 44107, or to 
sada odier addna wltli Nlpect to either party u 1uch party lhall notify the other ia writinr; proYlded, 
... ... ,., tbet -r luch --c:atiaa to the C-paay -y alto, at 10UI' option, be either deliftNd to 
die Oepeay at itl lddnu eet fortla abaft or to .-y ofticer of the Compaay. 

llJ .. ~ H......._ The dacriptiYe headinp of the teYeral parqraph1 of thia 
,Aaa 1 t lft inrnllild for caiamlllmce oaly llld do not Cllllltitute a p11t of tlaia Ape~. 

· UK. llatW.ctlcla lteqmr-t. If aay qreemeat, certificate or other writinc, or any Ktioa 
talc.a or to be takeD, ia by the ~ of tlaia Acreeamt required to be atiafactory to you, the determi
aatioa of luch atisfactioa ~ .be illilde by 7V" ia 10UI' lale llld exclulhe judpieat exercised ia pd 
flid&. " .. . . 

111... a......, Law. Thia Acr-eat ia beiat dellyered aad is intended to be perf-ed in 
the State of Illiaoil, llld lbell be a'b • llld eafan:ied ia _._ with, llld the ripta of the parties 
.i.a be pvaned by, the law of lllCh Stliie. 

1111. eo..,_., Thia Acr-eat may.be aecated aimaltaaeouly ia two or more COllJlo 

terputl, tlda of which Ill.II be dulilld aa oripall, llld it lhall not be aec11Pry in -ki:ric proof of tlaia 
Ac•eeawat to prod-. or wt for - tbaa oae lllCh caunterpu1. 

UN •. ·· Am · dmmt of Sn ..... Aan-{\'lt. 'l'he cOYeaaata aet forth in parqraph1 SA aad 6 
of the note .. ~ dated October 11, 1965, >~ heretofore anmicled, betwm Americu-1.iwnln Cor
paratioa (which corporation ha~ heretofore n.upl into the Company) and you pursuant to which the 
6,. DOiie of llid corporation wu iNaed and IOld to you, are hereby amended in their entirety IO u to 
rad u ·~ forth in pancraph SA and Section 6 of thia Acrmient. respectively, aad defined tenm and 
crou ref~iilc:cs used in puacnpha SA and 6 of such note qrecment, u hereby amended, lhall be 
d1 1,.t, l'llplCtively, to ha"Ve tlae miuiap ucn"bed thereto in, and to refer to pancrapha in, this Apee
-.t. Except u a,meaded or iillldified by tbe forecoinr proYilioaa, all other proYiaioaa of the note 
111wt of October 11, 1965, u heretofore~ shall remain ia full force and effect. 

U you are in .. r-t witla the focqoinc. pleaae sip the form of acceptance oa the enclosed 
COlllltllpart.. of tlaia letter lil1 retam the w to the unclersiped, wbereapoa this letter shall bemaiii a 
bindinc ~'imt betwm 1Qll lil1 tlae andeniped. 

Very tnaly 1V1111. 

The lonaoiac Acreaaamt ia hereby • ;WI u 
of ... date lint abaft writllD. / 

T•s .. PI~' 1111~ C.011•AJ1Y.OP AllDICA 
" .. \}.)\l 
By . • • • • ••••••• ·(~ ••••••••• 

Viul'ruimt 
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EXHIBIT A 

THE SCO'rf •FETZER COMPANY 

Plo11111oay Nors 

Chicap, lllinoia 

• 197 

FOR YALUB RBCBIYBD, the lllldeniped, Tas Scon • Fnza CollPAKY (herein called the 
"Cmnptny"), a corporatioil orpni&ed and ailtinc under the laws of the State of Ohio, hereby promiaes 
ID pay to 

TBS Pa'UDSll'nAL INIVL\KC:S COllPANY OP AllUICA 

or resi*red Ulipa, the principll 'lam of 

($ ) Dor• ... 

on A.- , 1!1111, with inllerelt ( wwpated on the bui1 of a 360-day year-JO-day month) on the 
aapeid IJe"me thereof at the nte of 9.5,. per -am fram the date hereof, payable Miiii-annualiy on 
the lilt da1 of F*-1 ud Aupat in adl ,_-, eommencinc , 197 , until the plincipal 
lleNof mu i. ... be w dae ud payable, and thenafter at the nte of 10.S'l' per -um until paid. 

Pa,,_. of both principal and inllerelt are to be made at the oftice of The Prudential Inaunnce 
C I ; of America at Prudeatial Pim, Newark, New Jeney, or such other plKe u the holder hereof 
tbal1 de "pate ID the COlllpUly in writinr, in lawful money of the United Statea of America. 

TWI Nolle ii illaed punuaat to an. Acreement dated Aupat , 1918, between. the Compan1 and 
The Prudential IJllarance COlllpUly of America and i1 entitled to the benefits thereof. Al provided in 
uicl Ac•H • 4, thil Note ii aabject to prepayment, in whole or in put, in certain caaes without premium 
and in odwr Cllllll with a premium aa apecifiecl in Aicl Ac-ment-

Aa prowidecl in lllid Acreenwut, upoa aurrender of this Note for reciatratioa of transfer, duly 
aidoraml, or w raied by a written inltrument of tranafer duly executed, by the recisteRcl holder 
hmaf • hil attomey clu1y authori&ed in wriq, a new Note for a like principal amount will be ilaued 
ID, and nptered in the name of, the tralllferee. Prior to dae praentment for reciatration of tralllfer, 
die CGlilpu1 may tnat the pet- in w1- name thia Nore ii reci•tered aa the owner hereof for the 
pupme of r 1 t l°•int P'yawal ud for all other purpoMS, aad the Company lhall not be affected by an:f 
·~ID the ptnry. .. 

0~-'-' • The Compuay qrea to make prepaymenll of principal on the datel and in the amounll specified in 
uicl Ac•wt. 

The Comp;ny qrea to pay, or reimbune the holder hereof for, and laft the holder hereof barmleu 
apinat, any Jou, liability, eo1t and expenae incurred in connection with the enforcement by the holder 
lllll'eaf of ill ripta under thia Note or the Acreanent to the extent permitted by applicable law. 

In cue aa Event of Default, u defined in Aid Ac• eaaent, shall oa:ur and be continuinc, the prin
cipal of thia Note may be cleclared due and payable in the manner and with the elJect provided in said 
Acremient. 

Tas SCOTT 4: Fnza Co11PANY 

By •••••...•.•••••••••••.•• •••••••••••••••••••• p,...,,., 
By ••••••••••.•••••••••••••.••••••••••••••.•••• 

&1nmw Yic1 P,..lidntl 
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EXHIBIT B 
OPEllATING AGllEEMENT 

OPERATING AGREEMENT dated u of Aucwt 31, 1918 unoq World Book.Qildcraft Jater.. 
...-.i, lac. (''World Boak"), W0rld Book Fmance, Inc. ("Finance"), World Book Encyclopedia. 
I'&, ("Euc:J clopedla") llld The Scott • Feuer Campany ("Scott • Fetzer"). 

la COlllidentiaa of the mutual promi1e1 herein contained, World Book, Finance. Encyclopedia and 
ScG1t•Fe1nr..-u follow1: ............... 

IA. World Book llld ~ lhlll offer to ltll to F"mance darinr the term of thit Acreement. 
• a - bull, all Ramblel liOW or hereafter owned by World Book or Encyclopedia. 
Jllllncl lllall p fall, caref111 llld prampt COlllideration to 111 Receiftbla offered to Finance by World 
llGOlc md F J"C•.-11a llld lhlll be cleaned to hawe 11.'Ctpted for parchue Ill Recembla offered without 
.., farther or eapr• act of acaplance; provided however, that (i) the purchue of Receivabla lhall be 
withill the IDie di&Jiitiou of Finance. llld Fmance lhall be under no obliption to purchue any Rec:eiY· 
111111 llld may, by expi• aacice to World Book or Encyclopedia within Z bulilltSI da11, refUle to accept 
for pal'• • 111y lplCific Receivabla, and, (ii) F111111ce shall be under no obliptian to purchase any 
lllCh ~.whether or not it hu ciwa 1uch notice, to the extent that Fuiance lha1I not then have 
aftilalile to it ~ - of funds to comummate such purchue in accordance with the provi1iont 
hereof. All docliinentatian relatinr to the purchue of Receivabla thall be satilfac:tory in form and 
18'i!Um .to !'"-. Notwithttandinc the forePllC, World Book and Encyclopedia shall tell to 
rUllllCe and y_, lhlll buy from World Book and Encyciopedia Ill Receivables owned by World 
Boak or Enc,dopedia u at Aucuat 31, 1978. All coilveyances of Receivabla to Fini>!\\' after the 
pur h• dlilcn"bed in the precedinr -tence shall be made by World Book and. Encyclopedialdaily a1 of 
the cloM of bmineu u to all Receivables arisinc durinr the coune of such day. SilCh canri~ shall 
be effected by virtue of the provilian1 of thi1 parqraph 1, without further instrument of W-,wty111ce 
upllD notatian of the canveyance on the boob and recordl of World Book, Encyclopedia and Fmance. 

18. The parchue price of nniftblel told and canveyed parMmtt to pararraph IA shall be plid 
by •-- by direct cuh payment or by the applicltion al proceed. al collection of Receivabla u 
pcuwided ill ~ 98. The daily 1pplication by Finance of the pruceedl of Receivables u provided 
m pararraph 98 thaU, .U It the time al iuch application, comtitu1e full payment for Receivables 
purchased by Finance punuant to pal'lfl'&ph 1. 

IC. Finance shall not purchue Receivablel from World Book and Encyclopedia hereunder after 
,! they ceue. res~ftly, to be wholly-owned 1ubsidiaria (directly or throucft other wholly-owned 

1ubeidiari~) of SCOtt • Fetzer. 

'2: Parclme Price fll :Rlceiftlil•; Coatnct It.en• Account. 
ZA. The price to be paid by F"manc:e for Receivables lha1I be equal to 1~ of the principal amount 

thereof or lllCll other perantlp not exceedinr 1~ u may be qreed by World Book or Encyclopedia, 
u the crlae may be, and Finulce from time to time. 

\\ 
28. i1Within 30 daya of the end of each Accountinr Period, World Boole and Encydopedia shall 

pa,. to F"11:lilaa a fllcilitltinr fee ill rapect of the •verace anrerate ouutanclinr balance of all Receiftbles 
owned by F"mnce durinc lllCll Accounting Period. The un..-u::t of such fee for each such Accountinr 
Periad. lhaU be determined jointly by World Boole, Encyclopedia and Finance and shall be 1ullicient to 

• we F"- fairly ill KICOrdance with customary industry prac:tica for the rillc undertaken 
..,. it ill parclUnc llld haldinc the Receivables . 

ZC. .. On wh par • • of Receivables, Finance shall withhold from the purchue price of 111Ch 
Receiftblea an ._. equal to not leu than 11 '.' of the unpaid balance of auch Receivables. Finance 
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will cndit all 1111111 IO withheld to a raerve (the "Contnct R- Actount") on the boolcl of F"mance. 
The unaunt of any Receivable determined by Fi11111ce to be uncollectt'ble •hall be charpd to the Contract 
~Account reprdlUI of whether any deficit results in such Contract Resene ACCOWlt. If, at 
the dole of business on the lut day of the Accountinc Period, the Contract Reserve Account bu a 
balance in excess of the sum of (i) the acgrepte amount of Receivables on which one full installment 
payment bu not been received within the 180 days immediately preceding any calculation under this 
paragraph, (ii) without duplication, the aggregate amount of Receivables that have been placed with 
attorneys or collection acencies for collection, and (iii) S')li of the aggregate amount of all Receivables, 
Finance shall pay such excess to World Book Encyclopedia. 

3. Inv•tment Covenant. 

JA. If at the end of any Accountinc Period the Earnings Available for Fixed Charges for such 
Accountinr Period and previous Accountinc Periods, if any, occurrinr in the same &seal year were 
less than one and one-half times F!nance's F'uced Charges for such Accounting Period and previous 
Accoun1in1 Periods, if any •. ~nnc in the same &al year, World Book and Encyclopedia or Scott 
& Feuer or all of them .. (intending to be jointly and severally obligated) shall promptly pay and transfer 
to Finance cash in the-'amount by which such Earnings Available for Fixed Charges for such Accounting 
Period and previous Accounting Periods, if any, occurring in the same &seal year were less than one and 
one-half times such Fixed Charges for such Accounting Period and previous Accounting Periods. if any, 
occurring in the same &seal year. Such payment shall be made as a purchase of additional shares of com
mon stock of Finance for such number of shares as may be determined by Finance at the time. World 
Book, Encyclopedia, Finance and Scott & Fetzer shall take such action {including amendments to Finance's 
certificate of incorporation, or by-lam, or both) u may be necessary to ao:omplish the authorization and 
issuance of such additional shares of common stock of Finance and the payment therefor. The purchase 
price for such additional shares of colitmon stock of Finance shall be $10,000 per share, payable concur
rently with the issuance and delivery of such stock to th~ purchaser thereof • 

JB. Within 40 days after the dOle of each of its quarters, Finance shall deliver to Scott a: Fetzer 
copies of quarterly financial statements of Finance in such detail u may be reasonably required by 
Scott a: Fetzer, toeether with a certi&cate by an authorized &nancial ollicer of Finance, settinr forth 
in detail the computations under pararraph JA and the number of shares of Finance's common stock, 
if any, to be purchased at such time pursuant thereto. Within 5 days after the date of delivery of such 
certilicate, It the principal office of Finance in Chicaco, Illinois (or such other place and time, not later 
than S days aiter the date of deli,·ery of said officer's ceni&cate. as may be mutually agreed upon between 
Finance and Scott & Fetzer). Scott & Fetzer, World Book, or Encyclopedia or any combination thereof, 
;hall consummate the purchase of the number of shares of stock of Finance set forth in said ceni&cate at 
the price per share hereinabove provided (unless a different price shall have been mutually determined). 
Concurrently with the payment of such purchase price, Finance shall issue and deliver to Scott I: 
Fetzer, World Book or Encyclopedia (u the case may be) the number of fully paid and DOl'-assessable 
shares of Finance's COttllROll stoclc so purdlas=d. 

4. ~t of Inter-company Ace-ta. 

FinlLllce shall pay promptly all of its accounts payable to World Book and Encyclopedia, and World 
Book and Encyclopedia shall pay promptly all of their accounts payable to Finance (indudinc amounts 
payable pul'MW!t to paracnph 10 hereof), in each case within 30 days after the end of the Aa:ountinr 
Period in which any such account payable wu incurred. 

5. Form of Recelvabl-. 

All Receivables puidlued by F"mance pursuant to this Af1tauent shall be in a form Keeptable 
to Finance. 

. . 
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6. Docamea RequlNll to be Dell•end upon a.I• of Recei•abl-. 
World Boole and Enc:ydop&dla shall praent to Finance the followinc documents and data upon 

reqlltlt of Finance. ~ 
(a) a ICMdule or ltlltement specifyinc the amount of the Receivables sold to Finance within 

any specified period of time; and 
(b) the belt documentation or evidence available u to the existence of such Receivables 

(which, if requested, shall be endorsed. auisned or otherwise transferred to Finance without 
~ne), topther with any supportinr records and any security or collateral therefor which is 
~ily susceptible of delivery and any evidence of ti line or recordin1 of such Receivables (or other 
appn>priate document relatinc thereto). 

7. ..puuatatl- aa4 Warnntl• la Coanectlon with th• Sale of Recel•abl-. 
Al to each Receivllble purdiued by Finance punuant to this Acreement, World Book or Encyclo

pedia, u the cue may be, by such sale, hereby makes each of the following representations and war
ranties: 

(a) 1uch Receivable i1 in compliance with all of the terms of this Agreement; 
(b) such Receivable i1 a valid obliption to which World Book or Encyclopedia, as the cue 

may be, hu CoOd title, free !!lid clear of all liens and encumbrances whatsoever and such Receivable 
i1 not 1ullject to any offset. counterclaim or other defense; 

( c) the conveyance of such Receivable effected by the provisions of parapph 1 vats in 
Finance the entire ript, title and. interest of World Boole or Encyclopedia, u the cue may be, in 
and to 1uch Receivable and the proceeds of the collection thereof, in each case free and clear from 
claim• of any third parties; 

( d) all obliption• to be performed by World Boole, Encyclopedia or any other penon to or in 
connection with 1uch Receivable, including obligations with i:espect to the merchandise the sale of 
which pve rite to 1uch Receivable, have been or will be fulfilled : and 

( e) the law1 of each jurildiction applicable.,~ the tranuc:tion out of which such Receivable 
oftcinated have. been complied with. 

As to each Receiiiable purchased by Finance punuant to this Agreement arising out of a sale by World 
Boole or Encyclopedia. sublequcnt to Aupst 31, 1978, World Book or Encyclopedia, as the cue may be, 
by such sale, hereby makes the furthel' representation and warranty that such Receivable at the time of 
such sale i1 current and not in default and, in the CoOd faith judgment of World Book or Encyclop&dla, 
u the cue may be, is not of a quality inferior in any respect to the average quality of all Receivables. 

8. lad1maltf for Bnach of Warnatf • 
World Book. Encyclopedia or Scott le Fetzer or all of them (intending to be jointly and severally 

oblipted) Mall indemnify, defend and save hannleu Finance apinst any and all liability, claims, 
'-5 and damages ari1inc out of or bued on any breach of warranty made by World Book or Encyclo
pedia with respect to merchandise the ale of which gave rise to a Receivable purchaled by Finance 
punuant io thi1 Acreement. 

,, 

9. CoUectioa aa4 OtlMr s.mc. to be Performed oa ·BelWf of Finance; Dai11 Purchue of 
Recel•ablea; etc. 

9A. World B!IOk and Encyclopedia at their sole expense shat.I take, or cause to be taken, with due 
dilicence. all MCeSsary 1tep1 to perform all of the following serviees on behalf of Finance solely in the 
capacity of acent or arent• of Finance: · 

(a) to collect, when due, 111m1 owinr and payable on the respective Receivables purchaled by 
Finance punuant to thi1 Asreement, and promptly to report and account to Finance for all luch 



,, 

c:ollectiona: all such pa,-. or collediona received by World Book or Encyclopedia shall be applied 
u provided in parqraph 98 and, to the extent not IO applied, shall be promptly remitted a11d paid 
om" to Finance: 

(b) if it becoc11el necessary or desirable to iepossess or to foreclose the lien upon or the security 
interat in any merchandi11e which i1 subject to any Receivable purchased by Finance pursuant to 
this Acreuucnt, to proceed with due dili&uice to take lawful steps to repouess such merchandi11e 
ot to carry out such foreclosure and to take such other lawful steps u may be necessary or appro
priate (i) to enforce the lien upo11 or the 11eeurily interest in such merchandi11e for and on behalf 
of FUl&llCe; (ii) to resell such merchandise for the account and benefit of Finance and to act in 
aood::faith to the end of obtaining the bat poaible prices for such merchandise for the benefit of 
Finance, and (iii) to runit to Finance the proceeds of such sales (any repossession, reconditioninr, 
fondolure or resale expenses in c:onnection with such sales to be bome by World Boole or 
Encydopulia) ; 

,;::;; ( c) to make credit investiptionl of and reports on the obligors on Receivables offered to 
Finance pursuant to this Ap'eunult, and to provide credit and collection usistance and other 
similar aervices to Famnce; 

( d) to render accountinc and internal auditing services, including the safe-kecpinr oi records 
and the preparation and furnishinc of reports ; 

(e) to prepare and &le in the ftaaie and on behalf of Finance any local, state and Federal tax 
retur111 and other reports and returlll required by local, state or Federal laws or rerulations: 

(f) if nqllllted by Finance, to notify the oblirors on Receivables parchued by Fmancc to llllke 
payments thereon directly to Finance and to maintain all such record• as are necessary or appropriate 
to enable F'!l&RC'e directly to notify mch oblicon and to collect and enforce such Receivables and 
such other Oblip!;i0111: and 

(C) to do such other act• and proYide such other services as Finance may from time to rime 
reuonably require and request in writing. 

Finance llulll be entitled, upon timely notice in writing to World Book or Encyclopedia, u the e&11e may 
be, to perform any of the forqoinc services on, its own behalf and at ita own expense with respect to any 
or all Receivables, in which event Finance shall be entidecl to cive direct notice to the obligors of suth 
Receivables and to collect and receive from such oblirors, and World Book and Encyclopedia shall take 
IUCh action u may be necessary to permit Finiance to make direct collections of such Receivables, and to 
receive and retain for Finance's own account the interest accruing thereon, or thz finance charp in respect 
thuec>f, or such portion of such interat or &nance charp u fairly compensates Finance for the actual 
COits of such services. 

98. World Book, as qent for Finance, shall cause all proceeds of collection of Receivablu 
conveyed to Finance to be depolited in bank KCOU!its daisnatea "World Book collection accounts" and 
held in such bank accounts for and on behalf of Finance, all the owner of such proceeds, subject only to 
withdrawal by or at the diremon of Finance or u otherwi11e provided in this paracraph 98. Such proceeds 
shall be applied daily to the parchue of Receivables u providul in parqraph 1, ti> the extent such 
proteeda are not remitted to F'mance in cash as provided i111ubpararraph (a) of ~<ifaph 9A, and such 
application of proceeds shall be deaned to have !!cen made simultaneously wiilifthe transfer of funds 
from the World Book collection accounts to a CU1eral corporate bank account of World. Book. World 
Boole shall fumish to Finance at the end of each Accounting Period a written accountinr with respect to 
all proceeds of collection of Receivables during such Accounting Period, showinc the application of such 
proceula and the total amount of Receivables purdued during such ACl:OUSlting Period. 

\1 

9C. World Book and Enqclopedia shall, at their expen11e, &le, and maintain the &ling of, such 
financinr statements or other documentl, if any, as may be necessary or appropriate, under the Uniform 
eon-rcial Code and an:y ocher applicable laws, to perfect and. prellerve the rirhts of Finance, hereunder, 
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11111. if requelled bJ, Flnw:e, ahall furnilh to F"llllllCe from time to time opi'lliolll of ita coullll!I tlm 
.ii &linp, If UIJ, !aft 1*ll llllde uicl operate to eltlblilh, piem:ne uicl protect F"mance'1 riPta 
helemder uicl in Ill R1 1h .. I• lllld pi....- hereto and to crate and pnnrre F"mance's interellll ill 
i.c" Reeeiftblet, pun r"' to the 1Jailonn C wucn:ial Code. if applicable. 

90. 0 So lclllr u F"Ullnce 111&11 own any Receiftblea of World Book or EncJdopedia. World Book and 
Enc) claF«lil lhlll aarlc their aulCI' control -..ta to the effect that llUCh Receivablea have been IOld 
to F-. ,World Book uicl EncJclopedia lhaJI proyide to Fi-. full _. at all reuonable times 
to rooma ill ~ • aat recorda are maintained and to such llCICOUftt rec:ordl themaelve1, includinc, 
without limitalioa. am11 eo Ullliputer• « other data imicminc equipment and the procrama uic1 data 
cmniriid thenin bJ - of which aa:aunc recorda are maintained. 

10. Mjwtuwa1: Cltatp;. 
If (a) World Book ar EacJclopedia ahall lllllre any rebMel in ,._. of oblipn on Receiwabla IOld 

to F"- Cll' ahall NF I I Cll' -. l'ltUllla Cll' rejeclian1 of merchandise the ale of which pve rise 
eo Receiwabla lllld to F"-uicl (b) -'a rebale, return, rejctian Cll' rt11 ine11iaa lhaJI have the deer 
of reducinc the ..,.W'"*- al my ll..mble. World Book ar Encydopedla u the cue imy be, ahall 
pl)' tO r- ill - .... m the -· "' which the mpaid principal llllClllllt al _.. Receivatile 
ahaJI i.ve bem red c1I 

II. I ' I~ lcrr Acta PwfCll'IUllll Pal 7 t to dU All- to 

World Book, Eac1clilpell1 or Scalt • Femr or Ill al ti- (ifttendiq to be jointly ..t 
aewen11y, otlip'*') will indmmify, defend ud ave hannleu Fimnl:e from any uicl, all daillll 1111 ted , 
...-r-"' UlJ third party lrilins out of 1111 wrCHVful Cll' MC!i&ent act Cll' omiuiou to act al 
World Book Cll' Enc,clopedia in perfOrmills ar fumiahiar Uly al the aenic:a which World Book m4 
Encyclopedla are reqmrel to pabm ar furailh for FilllllC&' par..- to thia Acr wu. ~ 

12. Op'lm eo ••P• hu 

World Boolc and ,Enc,dapedia imy parelue It 1111 time &am F-, bat without _,. or 
warrant)' by Fmance, any Receiftble which ia, in the ophrion of World Boole. Enqdopedia Cll' F"mance, 
ancollectible. The ~~ price al -'a Receiftble shall be the ~ unpUcl ""- al -'a 
ReceiYable. If World Boc\lc « Entyclopedia doea not pu~ Recimablea deemed ancollectible by 
F"inua, the nmaininc mpaid 11111nce of -'a Receivatile lhaD be dlupl apialt the Contract RelerYe 
Account on the ... day of the calendar ll8lth durias which the Receiftble ii declued H!!O'll"Ctible by 
Fi-. 

13. Term. 

Thia Aa1eei1ie.1t lhlll remain in full fon:e and elFect for an initial term endinc December 31, 1999, 
and alall be automatically ~wed 'f« 1ucceuive terma of one year eadt unless, at leut 90 days prior 
to the expiration of the thin current term, any party hemo, shall sive to the other parties written notice 
of terminllion beRof, which termination lhaD be effective u of the end of the then current tenn. 

1-'. o.&iitiODL 

Aa uaed in thia Aar w1t11t, the followinr terma i.ve the fallawinc respective winp: 

' NAc:aMantinr Period": 1111 thr•~ period uaed bJ F"mance u 111 -w,. period within ita 
.e...._1 () 1 ....... ,ear.,, 

"Fixed Charpt": all chJriea far interelt on funded uicl unfunded debt, amortization al clellt 
du.:-.t, and renllla for ........ propertia, an cktermined in --- with pnerally aaiepted acc:oant
ins pr iuciples., 
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"Eaminp Available for Fixed Charges": Net income of Finance as determined by generally accepted 
accounting principles, with the following adjustments (to the extent such items have not already been 
taken into account in the manner set forth below in calculating net income) : 

( i) all operating and maintenance expenses, taxes other than taxes on or measured by income 
and depreciation shall be deducted in determining net income : 

(ii) all extraordinary, nonrecurring items of income shall be excluded in determining net 
income;. 

(iii) all o.'traordinary, nonrecurring items of expense shall be deducted in determining net 
income; 

(iv) Fixed CharJes shall not be deducted in determining net income; and 

( v) any cash payment for any Accounting Period during the same fiscal year actually made 
punuant to paragraph 3 by Scott&: Fetzer, World Book or Encyclopedia, or any combination thereof, 
shall be added to net income for such Accounting Period. 

"Receivables": any richt to receive payment in. United States or Canadian currency arisinc out of 
the retail sale in the ordinary coune of business of encyclopediae, other reference and topical works, 
other publications and other consumer items sold by World Book or Encyclopedia. including all interests 
in or aritinr under, any conditional sales qreement, chattel mongace, promissory note, leue, chattel 
paper, 1eC11rity qreement, 9'Cllrity interest or lien evidencing or securing such right to recei.Te payment, 
including the right to receive or retain any interest on or finance charce in. respect of the principal amount 
of such payment, but only to the extent that FinL'!ce shall be entitled to such interest or finance charce. 
or part thereof, pursuant to the provisions of the last sentence of paracraph 9A . 

15. Notic ... 

All communications Clllltemplated by this Afreement shall be sent by fint c1us mail addressed u 
follows: 

If to World Book, to: 

If to Finance, to: 

If to Encyclopedia. to: 

If to Scott & Fetzer, to: 

World Book-Childcraft 
International, Inc. 

Merchandise llart Plaza 
Chicago, Illinois 60606 
Attn: President 

World Book Finance, Inc. 
Merchandise )fart Plaza 
Chicago, Illinois tiO(i()6 

Attn : President 

\V orld Book Encyclopedia, Inc. 
Merchandise Mart 
Chicago. Illinois (iO(i()6 

Attn: President 

The Scott & Fetzer Company 
14600 Detroit Avenue 
Lakewood. Ohio 44107 
Attn : President 

or to 111ch other addrest with respect to any party u such party shall notify the other in writinc. 
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16. JllacellaalOUI. 

16A. Subject to the provisions of paragnph 2C, this Agreement is not intended to be, and is not, 
and nothing herein contained, and nothinr dcme by World Book, Encyclopedia or Scott & Fetzer pursuant 
hereto, shall be caitltrued or deemed to constitute a direct or indirect guaranty by World Book, Encyclo
pedia or Scott I: Fetzer of the payment of the Receivables sold to Finance or the payment of any other 
indebtednen owinc to Finance or of the payment of the interest on or principal of any indebtedneH, 
liability or obllptlon of any kind or character of Finance to any person or persons whomsoever. The 
parties recopize that the existence and perfonnance of their respective obligations under this Agreement 
are eaentill to the·continuinJ bmineu and operations of Finance, and, accordincly, agree that (i) no 
default by F'mance in the perfonnance of its obligations hereunder shall be deemed sufficiently material 
to. the overall lllbject matter of this Apeement to constitute a basis for rescission, revocation or other 
c:ancellation of thia Acfeement prior to the end of the initial term hereof, and (ii) the parties shall be 
limitf,Cf to remedies aee!cinc the enforcement of the specific provisions hereof or a suit for damages; 
but this A~t is intended to oblipte the panies hereto as herein set forth. The parties further 
acknowledge that the remedies at law for breach or nonperformance of the investment covenants set 
forth in pararrapha 3A and 3B hereof are inadequate; and, accordingly, agree that any party shall be 
entitled to equitable relief for the breach of any such provisions, including preliminary and permanent 
mandatory injunctions and specific performance. 

1611. All acaamenta herein 1hall bind and inure to the benefit of the respective successors and 
permitted uairna of the parties hereto whether so expressed or not. This Acreement shall be rovemed by 
the laws of the. State of IllinoiL The headinp herein are for the purpose of reference only and shall not 
limit or tberwile a!ect the meaninc hereof. Thia Acreement may be exec:v.ted simultaneously in two or 
more COUllterparU; -h of which shall be deemed an oricinal, and it shall not be necessary in ma1cinc 
proof of this Acreement to produce or account for more than one such counterpart. This Agreement may 
not be auiped by any party hereto without. the writteri C'<ltlsent of each other party here«> • 

17. ~linbl• of Other Entiti .... 

The putiea hereto contemplate that Finance may, at ~ time after t!ie date hereof, purc:base or 
otherwise acq1dre lnltrUmentl in the nature of Receivables arising from the sale of products of Scott & 
Fetzer; however, the parties hereby acknowledge that no such instruments shall be deemed so purchued 
or acquired llUl'™t to thia Ac•eement until this Acreement shall ban beeit amended to provide explicitly 
for the treatment of Recembles of entities other than World Book and Encyclopedia. 

l1f WIT•• WBIUOP, the putiea haft cauaed . thill Acreement to be executed and deli..ered by 
their duly amhorized olima u of the day and year lint aboYe written. 

TBll SCO'rT 4: Fnzn COMPANY 

Dy ...................................... . 
• Prt$fdn1t 

. .. ·- ...................................... . 

" 
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WO!!LD Boo1t-CB11.DCLUT hiTDJfATIC)JfAL, l•c. 

By ..................................... 
ATlllT: 

0-•- IJ ........................................... 

• 
Woaui' Boox FINAKca, IKc. 

• By ..............................•...... 

Anar: 

........................................... 

• 
W OILD Boos EKCYa.GPllllA, IKc. 

By ............. · .............. ·- ....•.... • Anar: 

............................ -.............. . 
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EXHIBIT C 

TIN Scott do FIUtr c-,-,_.s1o11s U. uiliicli Quali(Wd os a Fonigw. C11r,oratiorc: 

/) 

Arizona Minnesota 
Arbnsu Missouri 
Califomia Montana 
~~ New York 
Coanecti~ ~~oma 

Florida Rhode Island 

Georeia 
• Hawaii 

Idaho 
Illinois 
Indiana 
Kamas 
Kentucky 
Michipn 

South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Washington 
Wyoming 

Swbli4illrW1 of TIN Scoll cS- F•t•w c-tarcy: 

Cmi11111ny 

State OI' Province 
of 

Incorporation 

Melben Produets Co., Inc. . • . . . . . . . • . . .. . . . . . Ohio 
SFZ Internationsl Limited . . . . • • . . • • • • • . . . . . . Ontario 
Scott le Fetzer (Canada) Ltd. . . . . • • . . . . . . . . . . Ontario 
The Scott le Fetzer Internationsl Company . . • . Ohio 

World Booli.Clii41c"4ft lrct'"""'°1tal, lrcc.-Stot11 ire wltkli ~i(Wd os a Forrip Cor,11rotia.: 

Delaware 
Illinois 
Indiuia 

New Jersey 
North Carolina 
Tennessa: 

Do,,..stk Su/llidioms of World Booli-Clsildcraft Irctwrcotiorcal, free • 

Field Clhlcl,Jart, Inc. 
Ddawa,re*, Illinois 

Field Enterprises Internationsl, Inc. 
Dela~ 

Caned• ,Ltd. • 

World Book-Childcraft International Sales Corpc;ration 
Delaware•, IWnoia 

W!ldd Book1,Encydopedia, Inc. 
Delaware-, Illinois, Indiana 

. , • State or jurisdic:tian of. incorporation 
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Fonip SflbrililarW1 of Woril Booll..C~ l•t""41iortal, /rte. 

]urisdictiana where incorporated and/or qualified: 

Field Educati-1 EnterPri- of Auatraluia, Pty, Ltd. 
Auatnlian Capital Territory, New South Wlle1, Victoria, 
Queena!ancl, South Aaatralia, Tasmania, Western Australia; 
Northern Territory, New Zealand and Papua, New Guinea. 

Lampula Pty, Ltd.-(Donnant Campuy) 
New SoathWalel 

Field DilCOftl')' Pty, Limited 
New South Walel, South Auatralia, Tasmania 

Field Ed1lcational Enterprilel of Australuia (Finances) 
Limited (Public Co.) 

New$outhWalel 

Kiliba Pty. Ltd. 
New South Walel, Allltnlian Capital 1'enitory, Tasmania; 
Northern. Territory, South Australia 

The World Book Company Limited-(Dormant ~pany) 
Enaiand " 
Le Livre du Mmde S.A. 
France 

Deuuche Field Enterpn- Edilc:ational Corporation (no 
abares authori&ed or iuued) 

Gemany 

Nihoa Childcraft, K. K. 
Japan 

1\ 
~ 

. ·~ 
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IXHIBrr D 
THE SCOTT 6 FETZER COMPANY 

ANALYSIS OF OUTSTANDING DEBT 
( Exdudin1 lntercompany) 

Aupet 31. 197$ 
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SUMMARY 
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iJ) lwn- C IL > 1.- 6"' mal1lfidll to 1911> cc. cc cc ... 

•~) Olllilatla!! ii ..- IAut/Purct Mil 4"'" eo 8"; atari-
ttel to ••••••••••••••••••••••• -•••••••••••••••••••••••• 

ill t.eu. W1111r l'ASB U cc ......... cc•••cccocccccocccccc• 

t6),... __ -.. . 1915. ••••••••••••••••••••••••••·••••••••••· (7) WaJ9!1 • • •••. ••· .••••••••••••••••.•••••.• ••••• .••••••••• 
.~)St.. ........ of W- •cc•CC•"'•cc .. cccc ............. cc 

' 

Carnal 

S 94,IOO 
:Z00.000 e,ooo 
1116,400 

941,400 

SZ,131,dOO 

Dtf ..... OC11W1'1-d=d= ••.••••••••••••••••••••••••••• I... ' 16.450 

A-1 (Febnar7 ll 

.. .soofmo.• 
1'.J 

s1n.ooo 111"" 
72,000 11/1/11 

sz.»St-· 

SIO.OOZ.547 

Current 
Portion 

• 25,!IOO 

:ZOO.GOO 

46,200 
' 

Other 

• 131.500 
700,000 

30.000.000 
244,000 

3,715.800 

'34.791,300 

S 6,IC.0(2) 

'°°-000(3) 

30,000,000'(6) 

J40,000(4) 

95,000(4) 
7,2157,547(5) 
3,715,IOO(I) 

IZ,SOO(Z) 

Z,400,000( 4) 

244,00o(7) 

o42,900(Z) 

'44,793.147 

Totll 
Non-Current 

WORLD BOOK-CHILDCRAFT INTERNATIONAL, INC. 
Guaranties ~ of July 31, 1978 

Pebtor 
II Libro 1111. KODdo, 5.p.A., Fincrilal, S.p.A.. and F'ldd Edaca'*-1 ltllia. 

S.o.A. .......................... ~ ••••••••••••• ··~ ••••••••••••••••••••••••• 
Flelil ~ EnlerpriMI of Australuia. PtJ, .. cc .. cccc•CC•cc .... cc .. cc 

Field Enl-*9 l111emational, Inc. ............. cc ....... cc cc cc .... cc .. cc .. 

Dftlldll Field EntarpriMI Educational Corporatlaa, GmbH. cc cc .... cc .... cc 

Pila Kara lloclc Corporatioll ............. cc .............................. . 

Defenecl Compenoation •.•• ; .................... ; .................................. .. 

33 

. 

Contin...,i Liability 
Under Gaaraatill 

' S.526.392 4,049.500 
lo,J67,944 

291,387 
10,500 

SZQ.245,723 

• 8,127,000 
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[Millimum Terma for Subordinated Funded Debt] 

Sabordlnlled Fmidecl ~ of the Compuiy or any Sublidiary shall be evidenced by a note or other 
writtm aliliptlDa wbich lbll1 conDin 11m.tpntia!Jy the followin( pnmliclnl : 

· I. The payment of any and all Sllbo:dinatecl Debt ia apreuly subordinated to the extent and 
ia the"""....,. 11t forth in parqnph1 2 to 4, incl111i~. hereof to Salior Debt. The term "Sllbordl-
111t81 Dlllt .. an - and iadude the principU of and interest Oii all liabilitiel of the Company or 
U., Sa111idiu7, or any cnmbh•tion thereof, to the holder ("Holder") of 111Ch Subordinated Debt, 
dinct or J · • • l'?I> joint, sneral or indepencleat, - or herafter exiltinc, due or to become due to, 
or held or to be held by, the Holder, whether created directly or Kqllired by auicnn-t or odw:1 wile, 
iDchldlar. without Bmitias the pneralitf of the forecoinr, 
The '9rlD "Saiiar Debt" shall -and include the principal of and p~um. if any, and interest on 
Ill Fmidecl Debt of the Compuiy or any Subsidiary that i1 not subordinated in accordance with the 
prlWiliou henof, dinct or Clllltinpat, joint, several or independent, now or berafter Giatinc, due 
or to ..., •• dae, whether crated directly or Kqllired by auicnn-t or otherwise incllldinc, 
wilhaat I' •,•nr the ,_.iity of the foreeoinr. all indebtedneu of the Compu1y or any Sub
lidiuy for pciucipal of and iutawt on the Notes iallled under and punuant to the proriliona of the 
Note Ac•-t (the "Ac1eaiieut'') daled Aapst , 1978, between the Company and The Pnaden· 
till ·IuUnnce Compuy of America (incllldinr extenaiona, renewals and refundinp thereof, whether 
or aot t!ie pciucipal .-mt la ine1 1 ..:I). 

2. If theft rhlll occur an Event of Defalllt or Default, u defined in parqraph 10 of the Acree
~ -~andantilsuch~of~or~shall~~~or~and 
anti! Senior ~~+all be paid in full, the Holder will not receive or ·accept any payment from 
the Company in 1e1pect of Subordinated Debt. 

3. In the ewent thlt the Holder shall ieceive any payment on Subordinated Debt which t.he 
Holder la aot eatitled to ieceive under the provilioaa of the forepinc pancnph 2, the Holder will 
bold any a-"l IO received in tnllt for the benefit of the owner or ownen of the Senior Debt and 
will forthwith tam cmr such paymeat to the owner or owners of the Senior Debt in the form ieceived 
to be· lpplied 1111 Senior Debt. 

"4, In the eftllt of any liquidalioa, diuolution or other Windinc up of the Company or any 
Subsidiary, or in the event of any receinnhip, iillOIYenC)', bankruptcy, u1ipment for the benefit 
of cnditors, reorpniation or arrancement with creditors, whether or not pur1111nt to bankruptcy 
tawa, sale of all or substantially all of the weta or any other lnanhallinr of the Uletl and liabilities 
of the ClllllpUI)' or any Sublidiary, (i) Senior Debt 1hlll lin:t be paid in full before the Holder shill 
be mtited to ..-ve any moneya, diviclenda or other useta in any such proc:eediftf, and (ii) the Holder 
wiU at the request of the owner or ownen ~~ a majority of the principal llmCIUllt of the Senior Debt 
lie any claim. proof of claim or other ~trument of similar c:hancter neceuary to enforce the 
obliptloaa of the Company or any Subsidiary in l'Clpect of Subordinated Debt and will bold in trust 
for the owner or o,men of the Senior Debt and pay over to the owner or owners of the Senior Debt, 

· . in. the form received, to be applied on Senior Debt, any and .all .-ieys, dividends or other uaetl 
received in any ·lilc:h pre c11dinr on aceouat of Subordinated Debt, unleq and until Senior Debt shall 
be paid in full. In the event that the Holder shall fail to take l1ICh action ao requested. a represent&· 

· · tive desipaied for such pu~' by the owner or owners of a majorify of the outstandinr principal 
~ 0 

•All 1t1m1 ...i lllNln tllot .,. defillld in the N\i ~-~ The Scott. I: F-. C-.1 Md Tht 
l'I ' 1111 1-m= .. Cl J ilf of A lea dllllt ~;JI, 1'71 IMl1 ..... Im willp M Ml forlll la 11111 
Acl I 

.·, 

G 
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•-t ol the Senior Debt may, u ~-in·flCt for the Holder, take auch ICtion on behalf of 
die Holder, ud the Holder hen1ly appoints such representative u attomey·in·flCt for the Holder 
'to dmwnd, - for, collect ud rece!Ye any and all such money1, dividends or other usets and Pe 
~ tbaefor ud to tile any claim, proof of claim or othu instrument of similar character 
11111 to talle MICh other ldion (includinc KCeptlnCe or rejection of any plan of ~iaation or 
lftUl'lll'lll) in the - of the owner or owners of the Senior Debt or in the name of the Holder, 
11 MICh reia 11 •1the may deem neceswy or advisable for the enforcement of these subordination 
~: and the Holder wiU, upon mauat. execute and deliver to such repretentatift such other 
ud f1lrther powen ol lltonley or other imtruments u such repraentative may Nquest in order to 
-11m111Mill!hlb die lonplif. 

5. The owner or owners of the Senior Debt may, at any time and from time to time, without 
the cm11mt of or notice to the Holder! without incurrinr responsibility to the Holder, and without 
-..ma. or relluinr any riPts of stda owner or ownen, or any of the obliptions of the Holckr 
tlllder time~ . . : ' ,, prcm-. 

(a) Cblnre the -t, manner. place or tenna of payment or chance or extend the time 
of payment of or renew or alter Senior Debt or amend the A&Teement or any other aicrtenient 
relatiar to the ,,_,... of any Senior Debt in any imnner or enter into or amend in any 
llWlllll' any other "lfeemtllt relatinr to Senior Debt ; 

,-"' (b) Sell,~ releate or otherwise deal with, any p1operty by w'--ver at any time 
~ or mortppl to secure; or ~er securiq, Senior Debt; 

( c) Relate II),- liable in any manner for 'the payment or collection of Senior Debt; 

(d) Exercise or refrain from exerciainr any richts apinst the Company, any Subsidiary, 
cir any other Pel'Pl (includinc the Holder) ; and 

(e) Apply any ltlMI by w~ paid or however realized to Senior Debt. 

6. Notice of .cceptance of the qreement contained in this letter is hereby waived. 

7. The Holder will cause all Subordinated Debt to be evidenced by a note or other inltnunent 
which thall bear upon ·its face a statement or lecend to the effect that such note or other instnunent 
it subordinated to Senior Debt in the manner and to the extent set forth herein, and will mark its 
boob to .i- that the Subordintted Debt is to iubordinated to Senior Debt. 

& The Holder represents and warrants that (i) neither the execution nor delivery of the 
inatrument containiq these subordination provisiOlll, nor fulfillment nor compliance with the terms 
ud pl"Oriliot11 hereof will conftict with, or result in a brach of the terms, conditions or provisions 
of, or coaatitute a default under, any qrecment or instrument to which the Holder is now subject. 

9. That portion ol the Senior Debt evidenQ!d by the Nota it intellded to be construed and 
enfon:ed in· accordtnce with the law1 of the Sttte of ntinoia, and the Holder acconlincly qrea 
that the intbwnent containinc these subonlinttion pro'fitioas thall .be conttrued and enforced in 
u:conlance with, and the richts of the parties thereto shall be pmied by, the law of the State of 
ntinoia. ,, ;• 
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EXHIBIT 1 

FUNDED BllPLOYEB BBNBPIT PLANS 

Paalaa Plau 

/~' 

THE ICOTT I: FETZER COMPANY 

The Scott & Fetzer Company General Pension Plan 

Malet-PLK 
The Scott I: Fetler Company Pension Plan for Hourly Employees of lb Adalet Diviaion 
Adalet Diviliaa of The Scott I: Fetzer COlllpally Profit Sharinc Trust Aa•eement 
The Scott I: Fetzer Company Pension Plan for Hourly Employees of lb PLM Prodacu 

Diviliaa 

A. r s:·a 1 bri= 
American Lincolll Divition of Tbe Scott I: Fetzer Compuiy Union Employees Pension Plan 

Cuapbell-Halllf,eld 
Campbell Hauafeld Divilion of Tbe Scott I:. Fetzer Company Profit Sharinc Tl'lllt Plan 
Melbm Productl Company Pro&t Sharinr Trust Plan 

The Scott I: Fetzer Company Pension Plan for Hourly Employees of lb Cardinal Plastics 
Dmlian 

CanfNI h 

The Scott I: Fetzer Company Pension Plan for Hourly Employees of lb Carefree DiYisioa 

Douslu 
Doatlu DiYisioa. of The Scott I: Fetzer Company Employees' Pension Plan 

• Pensioa Acreement Between JCinrston Division of Tbe Scott I: Fetzer Company and Metal 
Polilhen, Butfen, Platen. I: Helpers International Union · 

Pension Aareenient Between Kinpton Division of The Scott I: Fetzer Company and Local 
Uniaa fl312-United Steelworken of AnMrica 

~ 
Fruce Divition of The Scott I: Fetzer Company and I.B.E.W. Local 1377, AFL-CIO 

EmplcJdl Retirement Plan (iw1d ll11t1 by Oecid111tol I.if• lllSWflflC1 COlflltlflY of Califontio) 
Fruce DiYisioa of The Scott I: Fdier Company Employees' Pro&t Sharinc Trust 
'l'he Scott I: Fetzer Campany Pension Plan for Hourly Employees of lb Kincston Dimion 

(Smithville, Tenneuee Plant) 

Mala 
Halex DiYilion of. The Scott I: Fetzer Company Employees' Profit Sharinc Retirement Plan 

The Georae H. Scott Pension Plan of The Scott I: Fetzer Company 
Tbe Scott I: Fetzer Company Pension Plan for Hourly Employees of Its Kirby Company 

. DiYilion Andnwl, Tau, Plant ..... 
. , Meriam Iutnunent Division of The Scott I: Fetzer Company Profit Slwinr '.I'rust Aar~t 

Meriam lnatrument DiYisioa of Tbe Scott & Fetzer Company Pension Trust (Plan B) 
The Scott a Fetzer Company Pension Plan for Hourly Employees of Its Meriam Instrument 

DiYisiaa 
a 36 
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Pewawlwd1/Ja-lla. 

Poauw1 h/J•·Sao .Dmlioa of The Smtt ai Feuer Company Pra6t Sharinc Plan 
The SClllt • Feller ~y ·Ptuiaa Pllll for Hourly Employee of Ill Po--1nch/Ja·Sao 

Dhitiaa 

~ 
Qdiat Dirhlon of. The Scoct • Feaer C4IWlpUJ Emplo1ea' Pra6t Sharinc Truat ...... 
The SClllt • Ftalr ~ ~)Pllll for Hourly Emplo)- of ltl Stahl Metil Prodacll 

DhWoa (Qiu '!WCI Pllllt) --

The SClllt • Fllllr Compai1,. Pu ·llW Plan for Hourly Employee of Its Stahl Metil Prodac.1a 
Dhillon (Cardiacton Plant) 

The SClllt • Fetau Coqiany Ptuiaa Plan for Hourly Employee of Its Stahl Metal Produal 
Dhi9low (Danm. Olrla. Plant) 

The 'Scott • Feller Cnpeny PIUlliaa Pllll for Hourly Employees of It1 Metabmitlll Dimion 
Ohio Metllllnitlll Dhillon of The Smtt I: Feuer Compuiy Profit Sharinc Tmt Ac1wneat 

ltl •• , 

The SClllt I: Fmer Cnpeny PIUlliaa Plan for Hourly EmfAo>ea of Its Stramway Prodact1 
• Diwitioa 

'J ,, 

w.,.. a- S4plf1a•t 

Wa)lle ff- Equipment Hourly Pemioa Plan w.,.. 8- Equipmeat 511ary· PIUlliaa Plan 

w ..... •tapk• 
· P1 k• Plan for Hourly Emplojea of Its Watem Enterpriles Di'rilion 

V.U.,l•l•trlle 
V~\1111 T- Rite Dimion of Tiit> Scott I: Fetzer Compuly Guoup Retirement Plan ( ituwml 

,,_ llJ•:TA. Epilabl• Lif• ... ,_. S«Wty of,,,. Ufliln Sllll•1) 
Trut Ac•-ient Cnatinr S I: A Electroaicl Dmlion of The Scott I: Fetzer 0npeny 

AdminiltYame Employee Bmelit Plan 

Cn"'a IJchd.ill Dl'fflloll 
SFZ lnternltioaal Ltd. General Pemion Plan 

WORLD BOOK-l:HILDCRAPT INTERNATIONAL, INC., WORLD BOOK 
ENCYCLOPEDU\, INC. AND WORLD BOOK LIFE INSURANCE COMPANY 

y. 

Retirement .i~ 
Em..._ nlioift Plan t-.1'- ., 

Supplemental l~etirement Plan 
Profit Sharinr ·~ 

Britllll hlea Bruch '; 
Pmlion Plan , 

WORLD BOOK·CHllJDCRAPT OP CANADA, LTD. 
Deferred Pro!it Shari111 Plan 

FIELD EDUCATIONAL ENTERPRISES OP AUSTRALASIA, PTY. 
Superannuation Plan 

,, 
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Hr. J. P. Bradley 
Executive Vice Preatdent-Finance 
?be Scott & Fetzer Collpany 
14600 Detroit Avenue 
Llikevood, OH .44107 

Dear Jeff: 

December 21, 1978 

lncloaed ia a 111>dification covering the Merchandise Mart leaae. 

I hope everything goes well at next week's closing. 
0' 

Sincerely, 

,·;~-
~ John r. Uecker 

Vice President, Direct Placement 

JTU:ap 

Enclosure 

) 
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The Scott • Fetzer Company 
14600 Detroit Avenue 
Laltewood, Ohio 44107 

Attention: J. F. Bradley 

Augu11t 31, 1978 

Ellecutive Vice President - Finance 

Gentleliiln: 

Reference i• .. de to the agreement between The Scott & Fetzer Company 
("Scott & Fetzer") and The Prudential Insurance Company of America 
("Prudential") dated Augut 31, 1978 (the "Agreement") with respect to 
$40,000,000 aggregate principal amount of 9.50% Notes to be issued by 
th• Company to Prudential to be due August 31, 1998 • 

Prudential hereby agree• with the Company as follows: 

l. Notwitb;,;,_tanding the provisions of paragraph 6C(9) of the 
Agreement, Scott & Fetzer ll!"Y enter into the letter agree
ment dated August 31, 1978 between Scott & Fetzer and 
Field Enterprises, Inc., relating to the sublease between 
Field Enterprises, Inc. and World Book-Childcraft Inter
national, Inc. with respect to certain prope1:ty located 
at The Me-rch_andiae Mart. 

2. Notwithstanding the provisions of paragr~1'h, lOP(l) of the 
Agreement, the obligationsof Scott & Fetzer unc~er the letter 
agreement referred to in paragraph. (1) hereina)>ove shall 
not be deemed to constitute Funded Debt. 

Very truly yours, 

THE PRUDENTIAL INSURANCE COHPANY 
OF AMERICA 

Byr~J.!!;4~· •!!!!it_~,<J~,~~~O!:!, &.!!!!4:~-~
Vice Resident 

''·' 

2."i.2 
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August 31, 1978 

" 
Field Enterprises, Inc. 
world Book-Childcraft International, Inc. 
c/o Field Enterprises, Inc. 
401 Horth wabuh Avenue 
Chicago, Illinois 60611 

Gent1 ... n: 
.. ference i• made to the lease (the "lease") dat.ed 

JanUArY 1, 1976 between the undersigned and world Book-

Cbildcraft International, Inc., formerly Field Enterprises • 

Sducational corporation ("World Book") with respect to 
" 

premise• on"the 4th and 5th floors of The Merchandise Mart, 
) 

" 
Chic~go, Illinois. 

You bave infor111ed us that: (i) world Book wishes to 

assign all of it• interest in the leaee to Field Enterprises, 

Inc. ("Field"), which shall assume all of world· Book's obliga

tion• under the lease; '(ii) that upon such assignment, Field 

wish•• to sublease the p:t9mises to world Book for a term ex-

piring on December 29, 19851 and (iii) that upon the termination 

of such sublease, Field wishes to assign all of its interest in 

the lease to World Book. 
We .hereby consent to the assignmen~s and sublease referred 

to in the previous paragraph, copies of which documents are 
". 

We further agree that: (i) world Book 
··attached. hereto. 

• 

• 
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Field Enterprises, Inc. 
August 31, 1978 
Page two •• _ ••••• 

hereby released from its obligations to us under the lease 

during the period between its assignment of the lease to 

.Field and the assignment of the lease by Field to World Book; 

and (ii) effective upon its assignment of the lease to World 

B!>Okr in a form substantially identical to the Assignment 

• att~ched hereto, Field shall be released from its obligations 

to us under the lease • 

• 

• 
Consented 

e Insurance 

• 

• 
= 

Prudential 
y of America 

Very truly yours, 

MERCHANDISE MART OWNERS 

- ' _,--

• 

.. ~ti -:-
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THE SCOTT & FETZER COMPANY 

J.f. lr•dley 
Eaecutive Vice Preliderit·F1n1nce 

'8bruaey 13, 1980 

'. 
• 

PrucJenti&l Inaunnce Ollpl of Anerica 
. Pruaential plaza ny . 
. Nluadt, Hew Jeney 07101 

., 
:O.nt1 •1: 

Refennce is .ae to the negative mvenants, particularly sectiais 
fiC(2), fiC(l) and fiC(9), of the Note Agreement date4 August 31, 1978 (•Note 
Jlgnellent•) between '1he Prudential Insurance Qlnplny of America (•Prudential") 
.a 'ltle irt ', Fetzer Ql!pllny ,.Scott '"Fetz~·,. , 

· " world Book ~isme Incotpat:ated,, a newly created Delaware uxpxatiai 
("N:rld Back•) which is wholly-owned by world Back~ildcraft Internatiaial, 
Inic., a wholly-owned Deiaw.e aubsidiaey 9f Scott ' Fetzer ("WBCI•), pccpwcs tc 

. enter .into a Joint ~ture llgteeuent dated • of Febl:uaey 28, 1980 (•Joint 
\19nture l!Qr-.nt•) with .. · .. · Gni:IH ("U.rA•), a wholly-owned sub-
aidiaey of BeJ'telllnllm A.G. of the Federal Replblic of Gellllilny. 'Die Joint 
venture Agteeuent p:ovides inter alia, for (i) the creatiai of a j:>int venture 
in fCll:lll of a partnership ("Vintut?rbebleen world Back and UTA, il'J which world 
·IOak Ind UTA will have a 49l and Sll ownetship interest, rupectively, (ii) the 
ule and marketing of booksf records and other ecllcational and leisure 
activities related procl.lc;ts er aezyices in the united States and c.anaaa, (iii) 

· the sharing between 1'Clrld Back and UTA, in plqlOL tiCll of their ownetship 
interests, of p:oject c:mts tc be incurred by the venture in fiXed ll'IDWlts W'ltil 
June of 1981 and thereafter in accordanae with lu1gets to be a;pLOVed by 11Utual 
agieeaent between tbrld Back Ind. UTA, (iv) the right in Ul'A, in vety limited 

· circuastances, to override a world Back veto in. nspect: Cif C¥ budget, in which 
o. event tt>rld Back has the q>tiai, in lieu of additiaial project c:mt aintri

mticn&, to. take a tecllctiCll in its ownetship interest in the venture, (v) the 
cpticn, at varicus stages of the Venture· until June 1985, fer eit:her world Book 

. or UTA to vit:hdr., ftan. the venture, and thereafter fer the participant in the 
"'9ntuft holding leas than a Sll ownetship interest to withdraw by neans of the 
Uez:cbe of a pit q>tiCll nquiring the majority participant to pirchase all of 
its amenhip interest at 1n S,Jteed ~ fcrnula prioe Ind (vi) the executicn 
and a.!li'Vety by lll!CI of ! pranty (9QJaranty") PJl'SU&Ot to which llCI will 
guarantee the full Ind.· pmctual J;erfcnanoe in good faith of all of ~ld Book IS 
mugaticna an5er the Joint venture Jlgteeuent. · 

" . 
'• 

0 ,, 

2'.25 

~· ~SPCI ~ROITA~ENWE • L"AKEWOOP, OHIO 44107 • PHONE: C21SJ 228-6200 
.; .. ;~,,.'1' ,·,.,·, ~··.' . ;:,_' : -. ~ . 
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Fetruaty 13, 1980 

'l'he .:rd• fer: wcrld Boak'• ptq>OLtia'late sham Of the ventute's p~ 
ject a.ta ue p:: aently ccntenplateel to be nade available ~ seott ' Fetzer. 

0 

. . Scott 5 Fetzer ll!!J:el:?i requests yClUr CCl'ISent PJrBUant to seCtiat llC Of 
the Rote ~t fer wcrld Boak., to enter into the Joint Ventute ~nt and 
fer:. . ta::I .. to give . its QJaranty, it being unae .. rstood that Scott ' Fetzer will, if 

· nqulnd under Sectian 6C, cbtaln Pl'licfi!ntlal 'a a:Jditi.onal consent if any cite of 
the tuageta CICll'ltelplated to. be appt0ued ~ wcrld Boak under the Joint ventute 
ligtMllla'\t wuld, if ., l(lpLOVed, ~- SCOtt ' ,.tzer to violate any of the 
ptovlalcm Qf ~en 6C ~ falling to met available financial tests under the 
~lcua except1cn8 to negative mvenants eet fcrth therein. 

/y ·• 
~ . Pl..e lnaicate Pr:uaentlal 'a CC11Hnt and &gnement to \iie fcregoin;I by 

c eJll!Qlting llld nt:mning to the undersigned an executed CDmterpart Of this 
letter enclmlea tierwith. 

ef 

0 

mE ·PIUDTIAL lHSUlWO: 
a:llPANY m' MERICA 

.8'1 .. .&~ G} /(~ 
' "' Vice Pl'81dent 

,, 

·~~~~~~~--~~~~~~~--~~~~~~~~~~~~ 
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september 15, 1978 

!Ir. J. 1. Bradley .,,_ 
Bucutiv• V,,ice Preaident-FiDallce \. 
Ula Scott • retaer Campany 
14600 Detroit Avenue 
J.akWood, Chio 44107 
. 
Dur Jeff: 

• 1'1 .... filid encloaed a aigned.conaent letter modifying 
tlia adv~ea and. certain contract• provision• and fllllded debt 
def:lnition of our' Rote Agreeaent. ·xn order not to include 
World look'• payments to printer• within the reetrictiona on 
Wvancee • .,..,,redrafted the letter to include .this prov:l.eion 
aa well u the one dealing with certain contracts. If you 

. bave any queationa, pleue feel free to get in touch with ae. 

Baat regard•. 

ljb . 
lncloaur• 

.· 
Sincerely, 

!:r::·;~u 
Senior Investment Analyst 
Corporate Finance Department 
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The Scott & Fetzer Company 
14600 Detroit Avenue 
Lakewood, Ohio 44107 

August 31, 1978 

Gentlemen: ,,Attention: J. F. Bradley, Executive Vice President - Finance 

-Reference is made to the ,agreement between The Scott & Fetzer Company 
· ("Sce>tt & Fetzer") and The Prudential Insurance Company of America 

{"Prudential") dated August 311 1978 (the "Agreement") with respect to 
$40,000,000 aggregate principal amount of 9.50% Notes to be issued by 
the C011iJany to Prudential to be due August 31, 1998. 

Prudential hereby-agrees with the. Company as follows: 

{l) Notwithstanding the provisions of paragraph 6C(3) and 
6C(9) of the Agreement, and in addition to the permission_ 
granted therein, World Book-Childcraft lntemational, lnc.' 
may make advances to printers of its publications, as is 
customary in the n!'rmal course e>f its business. 

(2) NotwithstanCling the provisions of paragraph 6C(9) of the 
Agreement, the Company's disposal of certain assets in 
exchange for subordinated debt in an outstanding amount 
of approximately $4,400,000 at July 31, 1978 shall not 
be 4emed to constitute contracts of the type prohibited · 
by said paragraph 6C(9). 

(3) Notwithstanding the provisions of paragraph lOD{l) of the 
Ag~eement, the, advances referred to in paragraph (1) 
hereinabove and the type of transaction referred to in 
paragraph (2) hereinabove shall not be deemed to constitute 
Funded Debt. 

Very truly yours, 

THE_ PRUDENTIAL INSURANCE COMPANY 
OF AMERICA 

By ~a--~ c~, ~ ,rO t.o&:"" 
Vice President 
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September 15, 1978 

Mr. J, F. Bradley \ 
Executive Vice President-Finance 
'l'he Scott & Fetzer"Company 
14600 Detroit Av:enue 
Lakewood, Ohio 44107 

Dear Jeff: 

Please find· enclosed a signed consent letter modifying 
the advances and certain contracts provisions and funded debt 
definition of our Note Agreement. In order not to include 
World Book's payments to ~rintera within the restrictions on 
advances, we redrafted the letter to include this provision 
as well as the one dealing with certain contracts. If you 
have any questions, please feel free to get in touch with me. 

Beat regards. 

ljb 
Enclosure 

Sincerely, 

Barry A. S n 
Senior Investment .Analyst 
Corporate Finance Department 
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• THE SCOTT & FETZER COMPANY .'/ 

Rober\ C. Weber HI 
Secretary & Ge"9f'81 Coun 

11illi• B. Steinbrink, Esq. 
Jonea, Day, :a.avi• 5 Pogue 
1700 Union Collltrce Bldg. 
Cleveland., Oblo 

• 1 Prudential Inaurance Company of America 

Dear BJ.lb 

'• 

\\ 

!or your information, enclosed is a copy of Barry Solomon'• 
· )·. septellbe.r 15, 1~78 letter plus attachement which is self-e11;Planatory • 

very truly your•, 

1!0bert c. weber 

aat1g' 

Siie. (•) 

, 

" 

'23c 

14.600 DETROIT AVENUE • LAKEWOOD. OHIO 44107 • PHONE: C216J 22a-a2oo 
' ••. .. /cf 

• ............................. "iil. .................................. .;. ....................... .i.lh~~ ~~·· 
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WORLD BOOK FINANCE, INC. 

t50,000,000 

10.00% NOTES DUE AUGUST 31, 1998 

Jlote lgreement 
WITH 

1llE PRUDENTIAL INSURANCE COMPANY 
OF AMERICA 

Dmd: Au&Ust 31, 1978 

23/ 

.... : .. -----------------·-
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WORLD BOOK FINANCE. INC. 
Merchandise Mart Plaza 

~ Chicago, Illinois 60606 

Tn Pa1llllltn'LU. INsuuKc:s Co11•AJ1Y OP A1111t1cA \1 
August 31, 1978 

Prudeatial Plua • i} 
Newark, N~ Jeney 07lol 

Gentlemen: 

The~ World Book F'mance, Ilic., a Delaware corporation (hemn called the "Company"), 
bCrcby ~ with you u follows: ' .· .· 

SECl'ION 1. lssUE OF NOTES 
·' 1. Authcirbatiaa ol .Iaue ol Notn. The Company will authorize the issue of its promissory 
· nata (herein, together wit!i any. DOta iuued hereunder in subatitution therefor, called the "Notes") 
in the -arepte,.principll amount of $50,000,000, .to be dated the respecti.e dates of issue thereof, to 
mature Aupst 31, 1998, to bear interest on the unpaid balances thereof from the tespective dates theieof 
until ~ principal thereof shall become due and. paynble at the rate of 10.00% per annum, and to be 
substafttially in the form of Exhibit A hereto attached. The term "Note" shall mean one of the Notes. 
Coilc:urrently with the execution and delivery of this Agreement, the C11111pany Js enterinr into ·an 
11reement with The First National Bank of Chic:aro (the "Bank Loan Agr«u-t"), under which 
said Bank is acreeinc to lend to the Company and the Company is agreeing to borrow from said 
Bank the principal amount of $25,000,000, to be evidenced by a promissory note (the "Bank Note") 
in said princip91 amount. beafinr interat at the rate of 8.75%' per annum durinr the first four years 
from the date of issue thereof and thereafter at the rate of 112~ of the rate of interest charged by said 
Bank frum time to time with respect to prime commercial borrowers, ·and maturiq August 31, 1986. 

SEcrlON 2. PuaCHASE ~ SALB OF NOTES 
2. · Purcbaae .Uld Sale ol No'le&. .cSubject to terms and conditions herein set forth, the Company " 

hereby ·aerees to sell to you and you qree to pu~ from the Company two Notes, ach reg;steml 
in your name, in the principal amounts of $5,500.COO and $-W,S00,000 respectively, at 100~ of 
such aarqate principal amount. ·· The Company will ddiver each Note to you at your offices at 
Pruden~ial Plaza, Chicap, lllinoit, apinst payment of the purchase price thereof by delivery of your 
check in Chii:ago Oearinr House funds, Ol' at yoiir opti0n, by credit to the, Company's account· at The 
First National Bank of Chicaeo (Account f59-151S5) or such other account in the United. States u the 
Company may desirnate to you in writinc, on the date of closing, which shall be Auaust 31, 1978, er 
such earlier date u the Company shall daipate to you by not less than 5 days' notice in writiq. 

(; ' 

SllCTION ··3. CoNDmoNs 
3~ Coadltiona ol Cl..tnr, Your obliption to purchase and pay for the Notes is subject to 

the satilfaction, on cw before the date of doling', of the followinc c:onditions : 

3A. Opinion of Puldia..:a Special CowiaeL You shall have received from Schiff Hardin 
I: \Vaite, who are ICtinc aa special counsel for you in connection with thit transaction, a favorable 

" I 
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• 
opinion satisfactory to you u to: (i) the due organization, existence and good standing of the Com
~y; (ii) the due authorization (including any consent of shareholden required by law or by the 
chirter or by-laws of the Company), execution and delivery by the Company and the validity of this 
Agreement, the "Notes and the Operating Agreement (hereinafter defined); (iii) the absence of any 
requirement to regimr the Notes wider the Federal Securities Act of 1933, as amended; and (iv) such 
other mlitten incident to the matten herein contemplated as yt>u may reasonably request, including the 
form of all papen and the validity of all proceedings. 

3B. Opinion of Compuy'a CounaeL You Mall have received from Jones, Day, Reavis &: 
e Pogue, coumel for tJ.te Company, a favorable opinion satisfactory to you and your special counsel 

as to the matten specified in clauses (i) (ii), (iii) and (iv) of paragraph 3A and as to: (i) the corporate 
power of the Company to carry on its business as then being conducted; (ii) the due qualification of t.l1e 
Company u a foreign corporation to transact business and its existence in good standing in Illinois, 
which is the only jurisdiction in which the ownership of property or the nature of the business transacted 
by it makes such qualification necessary; and (iii) the execution and delivery of the Operating Agree-

• ment, this Agreement and the Notes, the offering, issuance and sale of the Notes and fulfillment of and 
, COft1pliante with the respective provisions hereof. and. thereof not conflicting with, or resulting in a breach 

"''. '~""';,ot the terms, conditions or provisions of, or conitituting a default under, or resulting in any violation of, 
;~ . , 7''' ' )()f'~ulting in the creation of anl Lien upon any of the properties or assets of S & F, WBCI, or the 

Company punuant to, or requ\ring any authorization, consent, approv-.&1, exemption or Qther action by 
or ~y notice to or filing with any court or adlninistrative or governmental body (other than routine 

• filings after the date of such opinion with the Securities and Exchange Commission or State Blue Sky 
authorities) punuant to, the charttr or by-laws of S &: F, WBCI, or the Company, any applicable law 
(inctudinr any securities or Blue Sky law), statute, rule or regulation or (insofar as is known to such 
counsel after having made due inquiry with respect thereto) any agreement, instrunient, order, judgment 

• 

• 

• 

• 

• 

or decre! to which S &: F, WBCI, or the Company is subject. (\ 

3C. · Repre-tatioaa and Warrantin; No Default. The representations and warranties con
tained in Section S shall be true,.,O!!. and as of the date of closing, except to the extent of changes caused 
by. the transactions herein cont~nplated; there shall exist on the date of closing no Event of Default or ' 
Default; and the Company shall have delivered to you an Officer's Certificate, dated the date of closing, 
to l>oth such eft"ecta. 

30. Accountanta' Latten. The Company shall have delivered to. you letters from the respec
tive independent public accountants named in paragraph SB, addressed to you, stating that such certifying 
firms have feviewed the provision for Federal and State income taxes of S & F and WBCI contained in 
the respective financial statements furnished to you punuant to paragraph SB, and that, in the opinion of 
such respective 6rms, the consolidated balance sheet included in such financial statements includes 
reasonably adequate provision for all unpaid Federal and State income taxes for the fiscal year then most 
recently ended and for all 6scal years ended prior thereto which have not been exaniined and reported 
on by the taxing authorities or closed by applicable statute. 

0 0 

JE. ~ .. Permitted by Applicable LaWL The purchase of and paymt:nt for the Notes to 
be purchased by you on. t!Mi date of closinr on the terms and conditions herein provided (including the 
use of the proceeds of the Notes by the Company) shall not be prohibited by any applicable law or govern
mental replation (including, without limitation, Rerulations G, T and X of the Board of Governors of the 
Federal Reserve System) and shall not subject you to any tax. pe!ialty, liability or other onerous condition 
under or punuant~to any applicable law or rovernmental regulation relating to the extension of eredit, 
and you shall have received such certillcates or other evidence as you may request to establish compliance 
with this L"Ondition. ' · 

3F. Proc:wclinp. All corporate and other proceedings taken or to be taken in connection 
with the transactions contemplated heftby and all documents incident thereto shall be satisfactory in 

2 
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substance and form to you and your special counsel, and you and your special counsel shaU have received 
al1 such counterpart originals or certified or other copies of such documents as you or they may reasonably 

requfft. 

3G •.. Operatinc Apeement. The Company shall have entered into an operating agreement 
(the "Operating Agreement"), substantially in the fonn of Exhibit B attached hereto with WBCI, 

Encydopedia, and s I: .F: 
3H. :Bank ~ Apeement. Concurrently with the closing the Company shall borrow 

$25,000,000 pursuant to the Bank Loan Agnement. . . . 

31, S I: P"Note Apeement; Acquisition. S & F shall have (i) entered into an agreement 
With you (the ''S & F Note Agreement") under which you shall have agreed to lend to S & F and S & F 
shall have agTeed to borrow from you the principal amount of $40,000,000, to be evidenced by one or 
more ~sory notes, bearing interl'E.:·at the rate of 9.50% per annum, due August 31, 1998, and (ii) 
acquired all of the issued and outstanding shares of stock of any class of WBO. 

3J. Pun:bue of Receivables. The Company shall have purchased from WBCI and Encycl~ 
pedi& not less than $90,000,000cof Net Eligible Receivables. 

' 3K. Capitalization. The aggregate amount of the common. equity of the Company shall be 

not less than $26,000,000. 
,, 

3L. Letter Acr-eat. The Company shall have delivered to you a letter agreement from 
S & F, Encyclopedia and WBCI, addressed and in form and substance satisfactory to you, to the effect 
that said companies (i) will perform their obligations under the ~ting Agreement, (ii) will deliver 
to you interim and year-end financial statements, and (iii) will net transfer or dispose of, any of the 
shares of capital stock of the Company, or permit any encumbrance thereon. 

SECIION 4. PllEPAYMENTS 

4. Pnpa1111enta. The Notes shall be subject to prepayment with respect to the required 
prepayments specified iii paragraph 4A and also under any one or more of the circumstances set forth 
in paragraphs 4B to 40, inclusive. 

4A. Required ~ymeata. Until the Notes shall be paid in. full, the Company shall apply 
pro rata to the prepayment of the Notes, without premium, the sum of $2,625,000 on August 31 
in each of the years 1~ to 1997, inclusive, and shall pay the then remaining outstanding balance 
thereof (being $2,750,000) on August 31, 1998, and such principal amounts of the Notes, together 
with in~erest thereon to the prepayment dates, shall become due on such prepayment dates. 

4B. Annual Optioml Pr,epa1111ent Without Premium. The Notes shall be subject to prepay· 
ment pro rata, at the option of the Company, without premium, on any date on which a prepayment is 
required to be made by the provisions of paragraph 4A, in amounts (even multiples of $100,000) not 
~ the amount required to be prepaid on such date punuant to the provisions of paragraph 4A, 
such option to be non-cumulative; provided, however, that the Company may not make prepayment of the 
Notes punuant to this paragraph 4B unless. (i) in the case of any such prepayment of the Notes prior to 
September 1, 19118, iuch prepayment is not being made as a part of a refunding or. anticipated refunding 
operation, by the application, directly or indirectly, of borrowed funds, either (a) having an interest cost 
to the Company (computed in accordance with accepted 6nancia1 pi'actice) of less than 10.()()% per 
annum. or (b) having a weighted averace life to final maturity that is shorter than the weighted average 
life to final r.'aturity of the Notes, (ii) the aggregate principal amount of all prepayments theretofore and 
then being made pursuant to this paragraph 4B shall not exceed $12,500,000, and (iii) the Company 
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sball have delivered to you an Oflicer's Certificate to all silch effects. Any prepayment made punuant to 
' .Ibis ~h 4B shall be applied in anticipation of and satisfaction of the prepayments required to be 

made by the provisions of paragraph 4A in the inverse order of their maturities. 

4C Optional Pl•p&)wwwt In Whole ar iA Put With Premium. The .Notes shall be subject 
to jN..,mentt pro ni., in whole or fnJm time to time in pert (in multiples of $100,000), at the optioa 
of the Company, at any time oa DOt less than 30 da)I' notice at the followinr applielhle percentage of 
the principal •nwmt ID prepaid : 

If prepaid during the 12 moaths' period ending 0n August 31, 
,, 
Year PHCetltqe Year Perceatqe 

1979 110.~ 1989 105-~ 
19&) 110.00 1990 104.44 

1981 109.44 1991 103..89 

1~ 108..89 1992 103.33 

1983 108.33 1993 102.78 

c:::::> 1984 107.78 1994 102.22 

1985 107.22 1995 101.67 
1986 106.67 1996 101.11 

1987 106.11 1997 100.56 

1988 105.56 1998 100.00 

provided, howeftr, that the Compuy may not make prepayment of the Notes pursuant to this paracraph 
-IC unless, in the case of any such prepayment of the Notes prior to September 1, 1988, such prepayment 
is not, being made either (a) u a pert of a r:efunding or anticipated refunding operation by the application, 
directly or indirectly, of borrowed funds either (i) having an interest cost to the Company (computed in 
accordance with accepted ~ practice) of less than 10.~ per annum, or (ii) having a weighted 
average life to final marurity that is shorter than the weighted average life to final maturity of the Notes, 
or (b) with funds derived or to be derived from loans, advances, or capital contributions to the Company 
or a Subsidiary by S I: F or an Alliliate or from the sale of capital stock of the Company or a Subsidiary to 
S I: For WBCI ,µnless ( l) such funds were not derived as a part of a refunding or anticipated refunding 
operation by the application, dinctly or indirectly, of borrowed funds either (y) having an" interest cost 
to the borrower (computed in ICCOrdance with accepted financial practice) of less than 10.009[> per 
annum, or ( z r having a weighted average life to final maturity that is shorter than the weighted average 
life to final maturity of the Notes, and (2) substantially simultaneously with the prepayment of the Notes 
a prepayment is made on all other Indebtedness of the Company, S I: F and any Affiliate that is payable 
more than oae year from the date of crealion thereof and that is subject to prepayment (with or without 
premium or penalty), in the principal mnount which bears the same ratio to the unpaid principal 
amount of all. Indebtedness so payable (whether or not subject to prepayment) u the principal amount 

, of the prepayment then being made under this .puacraph 4C bears to the acgrepte unpaid principal 
amount of the Notes, and. (iii) the Company shall have delivered to you an Oflicer's Certificate to .U 
such effects. Any prepayment llllde pursuant lo tbi1 paragraph 4C shall be applied in anticipation of 
and satisfaction of the prepajmentl required 1o be made by tbe provisions of paracraph 4A in" the 
inverse order of their matliritics. 

4D. Opdw! Pllp&)'mmt; Dec:!"'fnc R1t1halll& In the event that, at the end of three 
u c ;.,.. "'=• ""'"" the .aanpre '-t· of Net Elicible ~ ~ 11y the c"''l•DJ 

and its Sublidiuia shall haft a'ftnpd for aid tlua-moath period ~9(> or Jeq of the hipest a.er.p 
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lllllJllllt thereof outstanding at.the end of any three successive calendar. months after August 31, 1978, the 
Compally may prepay the principal amount of the Notes then outstanding, in whole or pro rata in part (in 
multiples ·of $100,000), by i-yment of the principal amount so prepaid together with interest accrued 
thereon to the date of prepayment, plus a premium equal to one-half of the then applicable premium 
ptovided in paracnph 4C; provided, h~. that the Company may not make prepay111ent of the Notes 
pursuant to this puacr:aph 4D unless ( i) such declining receivables are the result of transactions in the 
normal coune of business, occur for reasons beyond,,the control of the Company, S & F and its Affiliates, 
and are not und~en by the Company with the primary intention of facilitating prepayment pursuant 
to this i-racraph 4D, (ii) such prepayment is not being made as a part of a refunding or anticipated 
refunding by the application; directly or indirectly, of borrowed funds, (iii) the Company shall have 
,mn notice punuant to paragraph 4E within 30 days after the end of such three successive calendar 
months of its intention to prepay the Notes, (iv) substantially simultaneously with the prepayment of the 
Notes the Company shall have made a prepayment of all other Indebtedness subject to prepayment (with 
or without premium or pctialty) in the principal amoilnt which bears the same ratio to the unp:iid principal 
amount of such.'Other Indebtedness as the principal am0lint of the prepayment then being made under this 
pUagr.aph 4D bear.s to the aggregate unpaid principal amount of the Notes, and (v) the Company shall 
haw delivered to you an Officer's Certificate fo all such effects and setting forth in reasonable detail the 
coinputations evidencing complianCe with the foregoing provisions of this paragraph 40. Any prepayment 
nade puisuant to this paragraph 4D shall be applied in anticipation of and satisfaction of the pre
payments required to be made. by the provisions of paragraph 4A in the inverse order of their maturities. 

4E. Ncltice of Prepayment. .The Company shall give you written notice of each prepayment, 
other than prepayments pursuant to paragraph 4A, not less than 30 days prior to the prepayment date, 
specifyin( such prepayment date, the principal amount of the Notes to be prepaid on such date and the 
paragraph pursuant to which such prepayment is tf:! be made, whereupon the principal amount of the 
Notes specified in such notice, together with interest thereon to the prepayment date and together with the 
premium, if any, herein provided, shall become due and payable on such prepayment date . 

siicnoN s. MFlllMATIVE CovENANl"S 

SA. Financial Statements. The Company, covenants that, so long •S you shall hold or be 
~ to purdwc any Note, it will deliver to you in duplicate . 

(i) u - u practicable and in any event within 45 days after the end of each quarterly 
period (other than the last quarterly period) in each fiscal year, a consolidated and consolidating 
statement of income and. statement of changes in financial position of the Company and its Sub
sidiaries for the period from the beginning of die current fiscal year to the end of such quarterly 
period, and a consolidated and consolidating balance sheet of the Company and its Subsidiaries as 
at the end of such quarterly period, setting forth in each case in comparative form figures for the 
corresponding period in the preceding fiscal year, all in reasonable detail and certified by an authorized 
financial officer of the COmpany, subject to changes resulting from year-end adjustments; 

I/ 

" (ii) aa soon u practicable and in any event within 90 days after the
1

~d of each lisca1 year, 
a consolidating and consolidated statement of income and 'consolidated statement of changes in 
financi•I polition of the. Company and its Subsidiaries for such year, and a consolidating and 
consolidated balance sheet of the Company and its Subsidiaries as at the end of such year, setting 
forth :.in each cue in comparative form corresponding consolidated figures from the preceding 
.annual aadit, all in reuomble detail and satisfactory in scope to you and, as to the consolidated 
lllitemmt1; certified to the Company by independent pubuC

1 

accountants of recognized, standing 
le!f'CIPd b)' the Company whole certificate shall be in scope and substance satisfactory to you ; 

(iii) u IOOll u practicable and in any event within 45 days after the JDd of Och quarterly 
period (other than the lut quarterly period) in each fiscal year; a consolidated and consolidating 
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statement of~ and ,........,,..of changes in ·&nancial position of S &: F and its subsidiaries for 
the period from the bechminc of the current fiscal year to the end of such quarterly period, and & 
c:oasolidated and c:omolid&tinc "''•nee sheet of S &: F and its subsidiaries u &t the end of such 
qliarterly period, Kttinr forth in mch cue in comparative form figures for the corresponding 
period in the precedinr fiscal year, all in rasoa&ble det&il, consistent with the practices and procedures 
applied in ~ of the interim financial statements of S &: F referred to in paragraph SA, 
and certified by an authorized financial officer of S &: F, subject to changes resultinc from year-end 
adjustments: 

(iv) u - u pnctic&ble and in any eYent within 90 days after the end of each fiscal year, 
& coaaolidatinc and con10lid&ted statement of income and consolidated statement of changes in!' 
fin1nci1l position of S &: F and its subsidiaries for such year, and a consolidatinc and consolidated 
bllance sheet of S &: F and its subsidiaries u at the end of such year, settinc forth in each case in 
mmparathe form correspondinc consolidated figures from the prececlinc annllll audit, Ill in 
· reuonable detail, c:oasistent with the pnctices and procedures applied in preparation of the annual 
financial mtements of S &: F referred to in parqraph SA, and, u to the con1<1lidated statements, 
certified to S &: F by independent public accountants of recocnized standinc select1id by S & F, which 
certificate shUI. be hued upon an examination made in accordance with generally accepted auditinc 
standarcla; 

( y) promptly upon. tnnsmi•sion thereof, copies of all recistration statements (without exlulrits) 
,and Ill ~· which. it or any Subsidiary files with the Securities and Exchange Commission 
· (or any gutaawiental body or qmcy succeedinc to the functions of the Securities and Exchance 
Coauiliaion} ; and 

. (Yi) with reuonable promptneu and to the best of its ability, such other financial data 
(including financial data with respect to S &: F and its Alliliates) u you may reasonably request. 

Toeetber with each delivery of financial statements required by c1&use (i) above, the ComJlUly will deliver 
to you an Oflicer'• Certificate •tatinc th&t the Company's methods of determininc unearned finance 
ch&rces. if any, and establishilic the adequlcy of the reserve for uncollectible accounts conforms to 
generally .a:,epted accountinc principles, and. that, on the basis of put experience of the Company, the 
reserve for uncollecti"l>le lllCOUlltl cont&ined in the balance sheet as at the end of such fiscal period is 
adequate. Toeether with each delivery of 6n&ncial statements required by clauses (i) and (ii) above, 
the Company will deliver to you illl Officer's Certificate settinc forth (except to the extent specifically set 
forth iq such financial siatements) the aggregate amount of interest accrued on Indebtedness of the 
~ and Subsidiaries (if any) durinc the filcal period cove1ed by such financial statements, lite 
aggregate amounts of depreci&tion on phni?J property ~ on the boi>ks of the. Company and 
Subsidiaries (if any) durinc such fiscal period, the amouiif of Receivables, Net Elicible Receivables, 
Adjusted Net Worth, Senior Indebtedness, Senior Subordinated Indebtedness, and Junior Subordinated 

. Indebtedness of the Company and its Subsidiaries u of the end of such fiscal period, the agcregate amount 
· which banks shall have qreed to lend the Company and its Subsidiaries under established lines of credit 

DI: rewivinr credits, and the amounts borrowed thereunder, u of the end of such fiscal period, and the 
l8rrePte unount of Fixed Charses of the. Company and its· Subsidi&ries for auch fiscal period, and ststinc 

. that .~ emts no EYent of Default or Defanlt, or, if any such Event of Default or Default exists, 
specl'fyiac the nature• thereof, the period of emtence thereof and what ICtion the Company propolel to 
ta1ct 1rith respect ~· Topther with ach delivery of financial statements required by clause (ii) 

. aboft, the Company will ~ to you & certificate of said accountants statinc th&t they b&ve examined 
the Company'• methods for establishinc the. adeqmcy of the resa •e for uncollectJ'ble accounts and dealer ., 
ma ves Uid in their opinl0n ancli methods conform to pnerally accepted 11X01111tiq principles and, on.t 
the buis of past experience of the Company, the dealer www ve and resene for uncollectible accoanta 
Qll!Wned in the bel•nce sheet u at the end of such fiscal ,ear ia reason1ble, and th&t in makinc the 1udit 
'!!"tt"•l'Y to the certification of 'IUcb fin-rill otatements, they b&Y1NilJhined no lmowJedce of any EYent 
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ti Defmilt or Default, or, if any such Event of Default or Default exists, specifying the nature and period 
of exi..,.... thereof. The Company also covenants that forthwith upon the President or chief financial 
of6ccr of the Company obtaininc knowledge of an Event of Default or Default under this Agreement, 
it wiU cleliver to )'Oil an Officer's Certificate specifying the nature thereof, the period of existence thereof, 
pl what action the Company proposes to take with respect thereto. You are hereby authorized to deliver 

1 copy of any fin1ncial statement delivered to you pursuant to this paragraph SA to any regulatory body 
hlviile jurisdiction over you. 

SB. lupec:don of Propwtj>. The Company covenants that, so long as you shall hold or be 
olJli&ated to pardiale any Note, it will permit any Person designated bY you i11 writing, at your expense, 
',ID Yisit and iupect any of the properties of the Company and its Subsidiaries, to examine the corporate 
bcdcs' and &nancial records of the Company and its Subsidiaries and make cotiies thereof or extracts 
ihaefmn and to ~ the affairs, &ilances and accounts of any such corporations with the principal 
ofticers of the Company, &II at such reasonable times and as often as you may reasonably requesL 

SC. C-t to Secure Nota Equally. The Company covenants that, if it or any Subsidiary 
shall crale"Cll' - any Lien upon any of its property or assets, whether now owned or hereafter 
Kqlliftd, other than Liens excepted by the provisions of paragraph 6C(l) (unless prior written consent 
to the cration or assumption thereof shall have been obtained pursuant to paragraph UC), it will make 
er cause to be made effective provision whereby the Notes will be secured by such Lien equally and 
lltlllly with any and all other Indebtedness thereby secured as long as any such other Indebtedness shall 
he IO MCUred." 

SD. EaforcaMat of Op9ratinc Acreement, etc. The Company covenants that it will 
(i) perform all its obligations under the Operating Agreement, (ii) enforce the Operating Agreement 
ipinst WBCI, Encyclopedia and S & Fin accordance with its terms, (iii) not assign any of its rights 
thereunder, and (iv) not agree to terminate the Operating Agreement or to amend or modify any of the 
terms or provisions thereof or waive any breach of any warranty or covenant contained therein, or 
consent to the assignment by any other party thereto of any of such other party's rights thereunder. 

SE. POIHSlioa and Perfection of Rl1ht1 in Finance Receivables. The Company covenants 
that, at your,request, it will (i) exercise its right under the Operating Agreement to obtain from WBCI 
and Encyclopedia delivery of all documents relating to Receivables purchased by 'the Company under the 
Operatinc Agreement, (ii) cause the ~tration, filing and recording of all Receivables purchased by the 
Company under the Operating ~t and the assignment thereof as necessary to perfect and preserve 
the Company's rights and interests therein;Jnd in any security therefor, and (iii) take such action as 
is necessary to collect directly the Receivables. 

SBCTION 6. NEGATIVE CoVENANTS 

6A. Dividend Limitation. The ~ompany coven!\nts that it will not pay or declare any 
dividend on any class of its stoclc at any"time after the date hereof, or make any other distribution on 
account of any class of its stock, or redeem, purchase or otherwise acquire, directly or indirectly, any 
shares oJ its stoclc, or permit any Subsidiary so, to do, (all of the foregoing being herein called 
"Restrieted Payments") unless the qgregate amount of all Restricted Payments theretofore and then 
beinc made does not exceed Consolidated Net Earnings subsequent to August 31, 1978. "Consolidated 
Net Earainp" shall mean consolidated, gross revenues of the Company and its Subsidiaries less all 
operatinc and non-GperaFC expenses of the Company and its Subsidiaries including all Charges of a proper 

, chancter (includinc current and deferred tsxes on income, provision for taxes on unremitted foreign earn
; ' inp which are included in (l'USI revenues, and current additions to reserves), but not including in gross 

revenlies any pins (net of expenses and tsxes applicable thereto) in excess of losses resulting from the 
sale, convei sion or other disposition of capital assets (i.e., assets other than current assets), any gains 
laultinc from the write-up of assets, any equity of the Company or any Subsidiary in the unremitted 
eunincl of any corporation which is nCJt a Subs.idi~ry, any earnings of any Person acquired by the 
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Campiny J>r any Subsidiaiy throqh purchase, mercer or Consolidation or otherwise for any year prior to 
die J'll' of acquisitioa, or any deferred credit representing the excess of equity in any Subsidiary 
at die date of acquisition O'm' the cost of the investment in such Subsidiary ; all determined in accordance 
wilh aenenJly accepted &CCOWlting principles. There shall not be included in Restricted Payments: 

· (l) dividends paid, or distnllutions made, in stock of the Company, or (ii) exchanges of stock of one or 
more dassel of the Company for common stock of the Company or for stock of the Company of the 
rame class, except to the extent that cash or other value is involved in such exchange. The term "stock" 
u llltd in this pUacnph 6A shall include Warrants or options to purchase stock • 

6B. Certain Rntrictlou. The Company covenants that it will not permit : 
' 

6B(l) Hit Ellslble Aneta-Net Eligible Assets to be less than the following percentage 
of total Indebtedness less the anrepte of Senior Subordinated Indebtedness and Junior Subordinated 
Indebtedness held by WBCI and S &: F: prior to August 31, 19i9, 100%; from August 31, 19i9 
tbrouch Aupst 30, 1980, 105%; and thereafter, 110%; 

6B(2) Adjult9d Hit Worth-Adjusted Net Worth to be less than $25,000,000; 
\' . ~ 

6B(3) Coqrap of Find Cbarcn-Consolidated Net Earnings Available for Fixed 
Cbaraa to be less thall 150% of Fixed. Charges for any &seal quarter; 

6B(4) Rlductlon. of Saior Indebtednna-Total Senior Indebtedness of the Company and 
its Subsidiaries to be reduced helow the greater of ( i) 60% of the highest amount thereof outstanding 
at the end of.any calendar month after August 31, 1978, or (ii) 70% of the highest.amount thereof 
ou~tandinc durinl the twelve consecutive months immediately preceding such reduction, unless 
!il:bltantW!y simultaneously with any such or further reduction. thereof the Company shall make a 
~yment oa the Notes, pro rata md without premium, in the amount which bears the same ratio 
to the qsrepte principal amount of the Notes outstanding immediately prior to such prepayment 
as such reduction or such further reduction of Senior Indebtedness bears to the total amount thereof 
prior to such prepayment and such reduction or such further reduction. 

6C. Lim, Debt and Other Rntrictiou. The Company covenants that it will not and will 
not .permit any Subsidiaiy to : 

6C(l) Lieu-Create, assume or suffer to exist any Lien upon any of its property or 
uaets, whethtt n0w owned. or hereafter acquired (whether or not provision is ~de for the equ:il 
and ratable S«Uring of the Notes in ateordance with the provisions of paragraph SC), except 

(i) Liens for taxes not yet due or which are being actively contested in good faith by 
appropriate proceedings; 

(ii) other Liens incidental to the conduct ofits business or the ownership of its prope&ty 
and asaet11 which were not incurz:ed in connection with the borrowing of money or the obtaining 
of advances or credit, and which do not in the aggregate materially detract from the value of 
its property or auets or materially impair the use thereof in the operation of its business, 
including any Liens for payment of judgments that are being actively contested in good faith 
by appropriate proceedings and execution on which is stayed; and 

(iii) Liens oa fll'Opelt) or assets of a Subsidiary to secure obligations of such Subsidiary 
'to tbe Comp11~y. . 

6C(2)" Indtbtedn--Create; incur, assume or suffer to exist any Indebtedness, except 

(i) senior Indebtedness of the Company, including Senior Indebtedness represented by tbe 
Notes lllld the Bank Note, provided that at all times the agrepte outstanding principal amG11Dt 
of Senior lndebtedoeu lbal1 not exceed~ of Capital Base; 
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(ii) Senior Sabontillated l~1ie11 of" the Company, provided that at all times the 
411,...ee omgndj .. princ:ipll -llt thereof lhall not ~ so,. of the IUDl of Junior 
Sabontiuted la.lebteh1• and Adjusted Net Worth; 

" (Iii) Junior Sabonliaated Indebtedneu of the Company, provided that at all times the 
11PP1e oatmadinc principal -t thereof lhall not~ SO,. of Adjusted Net Worth; 

(iv) UllleCUl'ed ac:mmts payable and other umecured liabilities and obligations incidentll 
to tbe replar operation of business which were not incurred in connection with the borrowing 
of llllliDey or the oh«iininr of ad- or credit and which do not in the aggrepte materially 
detrKt f.- the ftlue of itl property or uaets or materially impair the use thettof in the 
operation of itl bulineu, provided that at all times such accounts payable and other obligations 
lhall not - than 30 days overdue; and 

(v) lndeticei!"e11 of any Subsicli1ry to the Company. 
, '-1 

6C(3) Lan .. Aclttn-, Ia-tmeata llld Caatinpnt t.lablllti-Make or permit to 
win Ol!tlllndi• any loUl or actnnce to, or parantee, endorle or otherwile be or become con· 
tinpltly liable, clirectJy or indirectly, in c:oanectioa with the obliptiom, stock or dividenda of, or 
-. pmdiue or acquire any stock, obliptions or 11tCUrities of, or any other interest in, or make any 
Clpital coatn1iatlan to, any Pernt, except that the Ccmpany or any Subsidiary nay 

(i) make or permit to remain outstuv!inr loans or advances to any Subsidiary; 

(ii) own, parc:bue or acquire prime tlllnmerUai paper and certificates of depolit in United 
Stata wien:ial banks (hlvinr capital resources in excess of $50,000,000), in each case due 
witljn - ,.r 6- the date of. purdlue, oblipti11111 of the United States Government or any 
ll'DC1 thlnof, and obliptioaa ruaranteecl by the United StatesGovemmedt; 

" (iii) enclone neptiab1e imtnaaeats for collection in the ordinary coune of bullnesl; 
(iv) ruarantee lhort·term bank Indebtedness of any corporation all of the stock of every 

dus of which (except directon' qualifYlnc shares) shall then be owned by the Ccmpany, 
SI: For WBCI, or any combimtion thereof, and which ellNtS primarily in the business of 
liaancinf receivables of Foreign Subsidiaries, provided that the amount. of such Indebtedness 
IO ruaranteed lhall comtitute Senior .JnclebtedDels; 

( v) make or permit to reiisain OUtltllldinr lcus or advances to any other Person, pro
vided that the agrepte principal amount of 1uch loans and advances which is in excess of 5" 
of Colllolidated Stoclcholden' Equity will be deemed not to be Net Elipble Receivables and will 
be aducled f.- Adjusted Net Worth. 

6C(4) Illa of ltocli: and ~ of lulllldiul-5ell or otherwise. dispose of, or 
put with contnll of, any lhares of ltock oi;: Indebtedness of any Subsidiary, except, in the <a1e of 
ahares ~ ltock, ID the Company or a Subsidiary, and except that an shales of stoclc and Indebtedness 
of any SlllMidiary at the. time owned by or owed to the Ccmpany and all Subsidiaries may be IOld 
u an eDlirety for a c:ub COlllideration which rcpresent1 the fair ftlae (u determined in &ood faith 
fly the Board of Directora of the Company) at the time of ale of the lhltel of stoclc and Ind~ 
IO· IOld, pro1icled that the wets of IUCb Sablldiary do not COllltitute a Sabstantill Put of the 
-l"&llted wet1 of the Ccmpany and an Sablidiaries and that IUCb Subsidiary lhall not lave 
-mbuted a Subltantial Put of C'mlOlidated Net Eaminp for the tl11ee filcal yean (taken u a 
linrle period) dlen molt recently ended, and farther provided· that, at the time of 1acb ale, l1ICb 
Sablidiary lhlll not own, c1irect1y or indirectly, any lhara of ltock or lndebtedneu of any other 

· . S11~ f diary ( aa1eu an of the lhara of stoclc and Iadebtednela of IUCh other Subsidiary owned, 
directJy or indirectly, fly the Ccmpany and. all Subsidiaries are limultaneoully beinr loid u per
mitted by tllia puqraph 6C( 4)) or any llldebtedneu of the Company • 
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6C(5} Merpr IDll Sale ol Amltm Merre or consolidate with any other corporation or 
.n, lae or transfer or otherwile di~ of Ill or a Substantial Pan of its auets, or auet1 which 
shall have coatn'tiuted a Substantial Pan of Consolidated Net Earnings for the three &seal years 
(tlken u a sincle period) then lllCllt recently ended, to uy Persou, except that 

(i) any Sublidiary -Y merse with the Company (provided that the Compuiy shall be the 
!~tinuinr ot IW'titinc corporation) or with any one or more other Sublidiariea; 

(ii) any Sublicliary may ltll, leue, tn111fer or othcrwi1e dispose of any of its aueta to the 
Compuiy or another Sublidiary; and 

(iii) any Sublidiary may Mil or othcrwi1e diapote of all or substantially all of its mets 
subject to the conditiOlll specified in pencraph 6C( 4) with respect to a sale of the stock of such 
Sublidiary. , 

6C(6) 1-e Re:llla-Elater into, or permit to remain in effect, any arreements to rent 
or la. ( u lmee) any rm or. penonal property except for ptaperty leued by it for its own Ult 

in the ordinary coune of the business permitted by paragraph 6C(ll). 

.. 6C(7) Sale IDll l.eae-Back-Enter into any arransement with any lender or investor or 
to. which lllCb lender or imeatot is a puty providinc for the leuinc by the Company or any 
Subsidiary of real propa t1 owned by the Company or any Sublidiary which has been or is to be 
sold or tnlllferred by the Company or any Sublidiary to such lender or investor or to any PersGD 
to whom fundt have been or are to be adftnced by such lender or investor on the security of such 
p1open, or rental oblipliona of the Compuiy or any Sublidiary. 

6C(8) Sale or m-t ol Receivabl-setl with recoune, or discount or otherwise sell 
for less than the face value thereof, any of its notes or ICCQlmts receivable, except that notes or 
~II receivable that were oricinally acquired by the Company at less than the face value thereof 
-y be sold (without ~-}"or discounted at a net cash price to the Company not less than the 
oricinal net COit thereof to the Compuiy. 

6C(9) CartllD Colltncta Enter into or be a party to 

(i) any contni:t pnividinc for the -'cine of loans, achanc:ea or capital contributiOlll 
to any Person~ than a Subsidiary, or for the pu!diue of any property from any Person, 
in. each cue in order to enable such Person to maintain worldnc capital, net worth or any other 
belence sheet condition or to pay debts, cli'fidenda or expenltS, eiteept that the Company may 
enter into and perf!!ftii its obliptiOlll under the Opeiatinc Ag1eeme11t; 

(ii), any CODtillCt for the puidwe of materials, supplies or other property or services if 
such con~ (or any related document) requires that payment for 111ch materials, supplies or 
other property or Ml +ices shall. be made reprdleu of whether or not delivery of lllch 
materials, 111ppliea or other property or services is ever made or tendered; 

,, (iii) any contract to rent or 1- (u lessee) any real or penona1 property if such coatnct 
(or any related document) l,llOVides that the obliptiaa to nalce payments thereunder i1 absolute 
and anc:onditional under conditions not CUltomarily found in wcial lealtl then in pnera1 
111t or requires that the lessee purdlUe or otherwile acquire leCDritlea or obliptiom of the 
leuor; 

·. (iv) any coatrllCt for '.the sale cir UM of nmeriala, aappliel or other property, or the 
renderinr of e+icea, if such contrllCt (or any related docmnent) requires that payment for 
lllch materials, 1Upp1ia cw odler pniperty, or the ale tbettof, or payment for lllCb Ml vices, 
shall be subomimted. ID 111y indebtedneu (of tbe purchaser or llltl' of such materials, supplies 
or other property or the Peral entitled ID the benelit of lllCb 1e1 tica) owed or ID be owed 
ID any Per..; or 
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( T) any other contnct which, in etOllOWic: effect, is substantia!fY eqaiftlalt lo a ~ 
except u permitted by dame. (iii) of parqnph 6C( 3). 

6C(l0) C~erdal Paper-Have outstanding commercial paper (other than to WBCI or 
s & F) in e.'teelS of the iftfePte unused commitments under established lines of credit or 
revolving credits available to the Company. 

6C( 11) Bus!nw ActiTitl-Enpge in any type of business other than the purchase 
of Recei'flbles punuant to the Operatinr Acreement. 

60. 1-ce al Stoclr. The Company. covenants that it will not (either directly, or indirectly 
b• the issuance of risfits or options for, or securities convertible into, such shares) (i) permit any 
S~bsidiary to issue,, sell or otherwise dbpole of any shares of any class of stock of such Subsidiary (other 
than directors' qualifying llwes) except to the Company or to a Subsidiary, or (ii) issue, sell, otherwise 
dispole of, or permit the transfer or registration of transfer of any shares of any c1us of stock of the 
COftllllllY to, any Person other than S I: F, WBCI, or, punuant to. the Operating Agreet•-t, Encyclo-
pedia. 

6E. PaJIDent of Subordinated lndabtednna. ;rhe Company covenants that until payment in 
iull of the Notes, it will not make any payment of principal of or interest on any Senior Subordinat~ 
Indebtedness or Junior Subordinated Indebtedness except to the extent permitted under the provisions 
set fonh in Exhibits C and D hereto, and that all Senior Subordinated Indebtedness and Junior 
.Subordinated Indebtedness will be mdenced by a note or other obligation in writing which shall 
txpressly incorporate or state in full the tenns under which such obligation is subordinated to the 
Senior l;ndebtednelS. 

SJ:CTION 7, EVJ:NTS OF DUAULT 

7. ETenta al Default. If any of the following events shall occur and be continuing f9r any 
reason whatsoever (and whether such occunence shall be voluntary or involuntary or come about or be 
~r.cted by e>peration of law <Pr otherwise) : (i) the Company defaults in the payment of any principal 
of any Note when the same shall become due, either by the terms. thereof or otherwise as herein 
provided; ·or (ii) the Company defaults in the payment of any interest on any Note for more than 
10 days after the. date due; or (iii) the Company or any Subsidiary defa•tlts in any payment of principal 
of or interest on any other obligation for money borrowed (or any obligation under conditional sale or 
other title retention agreement, or any obligation issued or assumed u full or partial payment for 
property whether or not secured by purchase money mortgage, or any obligation for an amount in e."tcess 
of $250,000 under notes payable or drafts accepted representing extensions of credit, or any obligation 
under leases or other contncts that constitute Senior Indebtedness of the Company or any Subsidiary) 
beyond any period of grace provided with respect thereto, or defaults in the performance of any other 
agreement. term .or condition contained in any agreement under which any such obligation is created (or 
if any other default under any suc:h agreen-t shall occur and be continuing) if the effect of such default 
is to cause. or to permit the holder or holders of. such obligation (or a trustee on behalf of such holder or 
holders) to cause, such obligation to become. due prior to its stated maturity ; or (iv) any representation or 
warranty made by the Company herein or in any writing furnished in connection with or pursuant to this 
Agreement shall be false in any material respect on the date as of which made; or (v) the Company 
defaults in the performance or observuice of any agreei1-t contained in Section 6; or (iv) the Company 
defaults in the performance or observance of any other agreement, term or condition contained herein and 
_suc:h default shall not have·,beeft remedied within 30 days after written notice thereof shall have been 
received by the Company from you ; or (vii) the Company or any Subsidiary makes an assignment for 
the benefit of creditors or admits in writing its inability to pay its debts generally as they become due; 
or (viii) any order, juclcn-t or decree is entered adjudicating the Company or any Subsidiary 
bankrupt or insolvent; or (ix) the Company or any Subsidiary petitions or applies to any tribunal for 
the appointment of a trustee, receiver or Jiqliidator of the Company or any Subsidiary, or of any 

· Substantial Part of the usets of the Company or any Subsidiary, or commences any proceedings (other 
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.... pc Cl ! lj ... for the wluntary liquidation and diuolution of a Sublidiary) mating to the Company flt.., Sublidiary under any blnktupll:y, reorpnization, compromise, arrancement, insolvency, readjust
_. al debt, diuolutiaa or liquidation law of any jurisdiction, whether now or hereafter in effect ; 
or (x) any IUCh petitiaa or application ii filld, or an)l such proceedings are commencld, apinst the 
Campuly or lily Sw.eM!wry and the Company or such Subsidiary by any act indicates its approval 
dlereaf, tOllllllt thereto or 11:11111iacence therein, or an order, judgment or decree is enterld appointing 
911'! IUCh tnlltW, receiver or liquidator, or approving the petition in any such proceedings, and such 
,~, judpimt or decree nrnaim unstayld and in effect for more than 60 days ; or (xi) any order, 
judiwent or decree ii entered in any proceedings qainst the Company decreeing the dissolution of the .. 
Campu1y and IUCb order, judgment or decree remains unstayld and in effect for more than 60 days;· 

. at (m) any order, judplent or dlcree is enterld in any proceedings against the Company, S & F, WBCI, 
Encyclopedia or UI)' Sublidiary decreeing a split-up of the Company or such Subsidiary which requires 
the divestiture of the bUlineu and usets of the Company, .or the. divestiture of a Substantial Part, 
at the stock of a Sublidiary whose auets constitute a. Substa.ntial Part, of the consolidatld ass1ts 
of die Compuiy and its Sublidiaries or which requires the divestiture of a5sets, or stock of a Sub

. ~. which shall hue. contributed a Substantial Pa.rt of Consolidated Net Earnings (as defined 
ia puacnph M) for any of die thra: fiscal years then most· recently endld,. and such order, judgment 
at decree remains umtayld and in effect for more than 60 days: or (xiii) .. a. "Default" exists under 
die S le F Note Acreement (u such term is definld therein); or (xiv) any Person defaults in the 

. performance of any matlrial obliption .under the. ()pirating Agreement ; or (xv) WBCI shall cease tO be 
aa Alliliate of S I: For S.lc F lbal1 enter into &ii agreement or my order, judgment or decree is entered 
ill any proceediap lpinlt S le F or WBCI, whereby WBCI would ceue to be an Affiliate of S & F; 
then the holder or holden of at last' two-thirds o~the principal a.mount of the Notes at the time 
outstandinc nay, at its or their option and in addition to any right, power or remldy permitted by law 
or equity, by notice in .:writing to the Company, declare a.II of the Notes to be, and all of the Notes shall 
thereupon be and become, foft!lwith due and payable together with interest accrued thereon. This Section 
is subject to the coadition that if at any time after the. Notes shall have been declared and shall have 
become due and payable and before any judgment or decree for the payment of the moneys so due. or 
any thereof, shall have been enterld, all arrears of interest upon all the Notes and all other sums payable 
en the Nata (except the principal and 'interest on the Notes which by such declaration shall have become 
payable) shall have been duly paid, and every other Default and. Event of Default shall have been made 
pid or cured, then and in every such case the holders of 66»~ in anrepte principal amount of the 
Nata then outatandinc nay, by written instrument delivered to the Company, rescind and annul such 
declaration and its c:onsequences; but no such rescission or annulmait,shall extend to or a.ff~'Ct any 

.. sublequent Default or Event, of Default or impair any right consequent thereon. 

,; ,. 

" 
SJlcnON 8. llllPUSENTATIONS AND W AIUlANTIES 

8. RepftHntatiom, c-ts and Warrantla. The Company represents, covenants and 
warrantl: I( 

I \\ ~ 

SA. Orpnisation and Quallficatioa. The Company is a corporation duly organized and 
existin( in p>d ~dine under the laws of the State of Delawa.re, has the corporate pc)wer to own its 
property and to c:anY on its business u now being conductld, is duly qualifild a.s a. foreign corporation 
to do '"•ainet1 and ii in p>d standiDc in Illinois, which is the only jurisdiction in which the nature of the 
business conducted by it makes 1uch qualification necessary, and ii a wholly-ownld subsidiary o( WBCI. 
The Company waa incorporated on Aucust 24, 1978. 

" 
. . SB. INnen't•I StatemmtL The Company has furnished or causld to be furnished to you the 

followinc limncial atatements, identified by a financial officer of WBCI: (x) consoliclatld balance ~ 
of WBCI and its sublidiaria u at September 30 in each of the years 1973 through 1977, inclusive, and 
COlllCllidated profit and IDla and surplus statements for WBCI for the years then endld, respectively, all 
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astiled 111 Ardmr Aniler- • Co.: wl (7) a comolid&ted ~ lheet of WBCI and its 1Ubsidiaria 
•ll )la7 31, 11178, and -IOlid•ted profit and loll and aurplua ffaternmt.s of WBCI and its 1Ubeidiaria 
for the eicht _.,,,, period that ended, prepared by WBCI. The Company hu abo furnished or CIUSed 
111 lie farailbed ID JOU tlle followinc finm:ill statements, identified by a principal fi~I officer of S &: F : 
(I) C1DDIDlideted '-"nee lheeta of S &: F wl its 1Ubsidiaries as at November 30, in each of the years 
1973 tllrouP 1977, and conlOlidated statementl of income of S • F and its subsidiaries for the years 
aided oa lllCh dalel, re,tpeetiftly, all certified by Coopen &: Lybrand: and (2) consolidated balance sheets 
ti S &: F and itl llllllidiariea u at May 31, 1978 and 1977, Uid consolidated statements of im:ome of 
S &: F and itl llihlidiuiel for the m monthl' periods ended on sui:h dates, prepared by S &: F. Such 
Femial llahi ie•t1 (i!lducfinr any related ICbedules and/or notes) ani true and correct in all material 
reipem ( lllbjeet, u ti interim staternmtl, to cbanaes relUlting from audits and year-end adjustments) 
11111 mwe been prepared in lmi'nlance with cmenllY ~ted aa:ounting principles consistently followed 

· duoacfloat tbe periodl in'fOheil ai:ept u noted therein and show all liabilitia, direct and contingent, of 
the C'amplnJ, of WBCI and itl 111bsidiaria, and of S &: F and itl 1Ubsidiaries, respectively, required to 
lie lbown in ll:l:Oldance with IUCh principla. The balance sheets fairly present the condition of WBCI 
11111 itl IUblidiaria, and of S • F and ita IUblidiaries, respectively, as' at the dates thereof, and the profit 
ad Joa and IUlpluti Dhiiiimtl birlJ present the remltl of the ~tiom of WBCI and its subsidiaries, 
Ud of S I: F and ita lllblldiaries, respec!Uely, for the periods indicated. Tbere has been no material 

· llhme chanp in the baaineu, maditioa or operatiom (fimncial or otherwise) of WBCI and its 
. mlllidiariel, or of S &: F and itl IUbsidiaria, taken u a whole since May 31, 1978; 

" · SC. Acdaaa Peacliq. There ii. no action, suit, investigation or proceeding pending or, ,to 
the lmow~ ol the c-p.a,, threatened lpinlt or involving S &: F or any of its subsidiaries 
(iDcludinr die .. C41mp.ny and WBCI), or u7 propenies or ripts of S &: F or any of its subeidiaries, 
llefore an7,,mmt, arbitmor or ~inimatift or ao-tal body which in. the opinion of the Company 
is likely to relUlt in uy nmttrial adverse chanp in the. business, condition or operations of S &: F and 
.its IUbeidiaries taken u a whole or of WBCI and its subsidiaries taken u a whole, or of the Company 

~ ~ and itl Subeidje ill taken u a whole. 

SD. 01ltataadlns Iadebtedn- The Company does not have any outstanding Indebtedness, 
except tbe Note1 and the Bank N~ Tbere exista no default ander the provisions of any instrument 
mdmcinr m:h Iadebtedneu or of any 111 eeuient relating thereto. 

8E. Coa!lc:tinr Asr-•tl u,cl Other Matten. Neither the Company, any of;i its Sub
sidiaries, _. S &: F or any Aftiliate is a pirtJ to any c:ontnct or agr-.t or subject to any charter or 
other corporUe restrictioa which 1111teria11J and adversely ~ itl respective business, property or 
Usetl, or fimnriel condition. Neither the execution nor delivery of this Acreement, the Notes, or the 

•Operating Acmnwnt, nor the oft'ering, issuance and Ille of the Notes, nor fulfillment of nor compliance 
with the terma and proYiliOlll hereof and of the Notes will con8ict with, or result in a breach of the terms, 
coaditiom or pnwiliona of, or comtitute, a default IDlder, or relUlt in any violation of, or result in the 
aeatiuu of any Lien upon uy of the properties or Ulets of the Cdmpany or 'any Subsidiary pursuant to, 
the charter or by-laws of the. c-p.a, or any of itl Subsidiuiel or of S &: F or any Aftiliate, any award 
of any arbitrator or an7 .. rtenwnt (indading.any qr-.t with lt0clcholder1), imtrument, order, 
judc• •nt, decree,~ Jaw, rule or rqulatioil to which~ Comp1ny, any of itl Subsic!Wies, Qi' S &: F 
or any Affiliate ii subject. Neither tlw Compan7 or any SubsidiuJ, nor S • F or any Aftiliate, is a party 
to, or atbenrite subject to any provilion contained in, any instrwnent evidencing Indebtedness of the 
Ompeny or u:h Subeidiuy, OI" Indebtednea of S &: F or any Aftiliate, any qreernent relating thereto, 

· or an~ other contract .. or qr<enent (includinr itl. charter) which prohibits the incurring of the Indebted· 
• - to be nldenc:ed by tbe Notes. .,, 

BF. Ol'erlq ol Not-. Neither the. Company nor any agent acting on itl behalf hu offered 
tbe Notel or any similar waritJ of tbe C41mp.ny for ale to, or solicited an7 often to buy the Notel 
or any similar 

0
1K111'it7 of the Oiqieny from, or ~ approKhed or negatiated with respect thereto 
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with, any Penon or Peraons other than :yourself, and neither th~ Company nor apy ageilt acting en its 
behalf hu taken or will take a:ny action which would subject the issuance or •~1~ of th• Not~s to the 
provipionl ol Section 5 of the Securities Act of 1933, as amended, or to the provisions of any securities 
or Blue Sky law of an~ applicable jurisdiction. 

' 
SG. . Rtplatloa G, etc. Neither the Company nor any Subsidiary owns or has any present 

intention of acquirinc any "margin security" as defin~ in ~egulation q. ( 1.Z CFR Part 207) •. of the 
Bcudcof GCmrnon of the Federal' Reser:ve System (li~ffiii catl~ a.·'~margin security"). ·The proceeds 
c;f'ale·af.the·Notes tci"jiiu will }le~. 111gether with other funds of the COnipany, to acquire from ..... ~ - . ..• . . ' ' \~ 

WBCI not less than $90,000,000 ol Net Eligible Receivables. None of such proceeds will be 'ilsell. 
directly or indirectly, for the purpose of purchasing or earrying any margin security or for the purpose of 
mlueing or retirinc any indebtedness which wu· originally incurred to purchase or carry a margin security 
or for any other purpose 'Ji':Uch might constitute this transaction a "purpose credit" within. the meaning of 

• 
8
aid ~on G. Neither the Company nor any agent acting on its behalf has taken or will take any 

··lction which micht cause this Agreement or the Notes to violate Regulation G, Regulation T, Regulation . 
X or any other rqulation of t~ Board of Governon of the Federal Reserve System or to violate the 

" Securities Exchange Act of 1934, in eKh case as. in effect now or as the same may hereafter be in effect. 
The CO!npany·will not enter into any commitment for the purchase or acquisition of any "margin secu
rity" or "publicly-held" security' (as said terms are defined and used in said Regulations) directly or 
indirectly (including, replenishment of fur..ds theretofore available as working capital) out of the proceeds 
of the sale of the Nota, unless prior thereto the Company shall have obtained a favorable ruling from 
an appropriate ollicia1 of the Federal Resem System, or a favorable opinion from counsel referred to 
in paragraph 3A (or other counsel of recoCnized standing satisfactory to you) to the effect that the 
extension of credit hereUnder and the other circumstances surounding such. purchase or acquisition will 
not constitute a violation of any such Regulation or of the Securities Exchange Act of 1934 as then'' 
in effect. .. 

SH. EmplOJft Retirement Income Security Act. The Company has or maintains no employee 
benefit plan. . 

' 81. Goftrnmental Couent. Neither the nature of the Company or of any Subsidiary, nor 
any of their,:mpective businesses or properties, r.or any relationship between the Company or any Sub
sidiary and any other Penon, nor any circumstance in connection with the offer, issue, sale or delivery of 
the ~ates is IUch as to require any consent, approval or other action by or any notice to or filing with any 
!!Oort or administrative or governmental body (other than routine filings after the ,~te of closing 
with the Securities and Exchange Commission and/or State Blue Sky authorities) in eonnection with 
the execution and delivery of this Agreement, the offer, issue, sale or delivery of the Notes or fulfillment 
of or compliance with the terms and. provisions hereof or of the Notes. 

ST. Pou111ion of Franchilea, Lic&DMI, etc. The Company and its Subsidiaries possess all 
franchises, certificates, licenses, permits and other authorizations from governmental political subdivisions 
or rqulatory authorities, all patents, trade-marks, service marks, trade names, copyrights, licenses and 
other rights, free from burdensome restrictions, that are necessary in any material respect for the owner
ship, maintenance and operation of their respective properties and usets, and neither the Company nor 
lily Sublidiuy ii in violation of any tb:reof in any material respect. 

SscnoN 9. RuusaNTATION OF TBS PURCBASD 

.. '. 9. Jlepraatatlon of tbe Purchasft. You represent and in making this sale to you it is 
lpeCifically 1111de11tood and agreed that you are acquiring the Notes for the purpose of investment and not. 
with a view to. or for sale in connection With any distribution thereof, provided that the disposition of your 
jWopbty abai1 at all times be and remain within y0ur control. 
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SECTION 10. DsPiNmoNS 
. 10. De&niti~J,, For the purpose of this Agreement, the following terms shall nave the 

follo'l'lin: meaninp: 

lOA. "Penoa" shall mean and include an individual, a partnership, a joint venture, a 
corporation, a trust, an unincorpo!'Rted organization and a government or any department or agency 
thereof. 

lOB. "Sw.idiarl" shall mun any corporation organized under the laws of any State of the 
United States of America, Canada, or any Province of Canada, which conducts the major portion of its 
business in the United States of America or Oinada, and all of the stock of every class of which, except 
directors' qualifying shares, shall, at the time as of which any determination is being made, be owned 
by the Company either directly or through Subsidiaries. "Foreip Sub9idiary" shall mean any 
corporation organized under the laws of any country except the United States of America and Canada, or 
which conducts the major portion of its business outside the United States of America and Canada, all of 
the stock of every class of which, except directors' qualifying shares, shall, at the time as of which any 
determination is beinc made, be owned by WBCI. 

lOC. "Allillate" shall mean any Person directly or indirectly controlling, controlled by, or 
under direct or indirect common control with, S &: F, except the Company and any Subsidiary. A Person 
shall be deemed to control a corporation if such Person possesses, directly or indirectly, the power to 
direct or cause the direction of the management and policies of such corporation, whether through the 
ownership of voting securities, by contract or otherwise. 

100. "lndebtedn .. " shall mean andjnclude without duplication, 

. ( i) any obligation which 1D1der generally accep~ acco1D1ting principles is shown on the balance 
slteet as a liability ( excludinc reserves for deferred inccme taxes and other reserves to the extent that 
such reserves do not constitute an obligation), 

(ii) amOIDlts equal to the aggregate net rentals (after making allowance for any interest, taxes or 
other expenses included therein) payable under any lease (whether or not such rentals accrue and 
become payable only on an annual or other periodic basis) which lease is capitalized in accordance with 
generally accepted accounting principles on a basis consistent with those applied in the preparation of 
the linancial statements referred to in clause (i) of paragraph SB, 

(iii) indebtedness secured by any Lien existing on property owned subject to such Lien, whether or 
not the indebtedness secured thereby shall have been assumed, except with respect to Liens permitted by 
paragraph 6C( 1 ). 

(iv) guarantees, endorsements . (other than endorsements of negotiable instruraaits for collection in 
the ordinary course of business) and other contingent liabilities (whether direct or indirect) in connection 
with the r.l>tir'.!ions, stock or dividends of any Person, 

(; C-

0 , ( v) Obligations under. any contract prpvidinc for the making of loans, advances or capital contribu
tions to any Person, or for the purchase of any property fl'Qlr,,:any Person, in each case in order to enable 
such Pel1soa primarily to maintain working capital, net worth or any other balance sheet condition or to 
pay debts, dividends or apense11, 

(vi) obligations under any contract for the purchase of materials, supplies or other property if 
such contract (or any related document) requires that payment for such materials, supplies or other 
property shall be made regardless of whether or not delivery of such materials, supplies or other property 
is ever made or tendered, 

· (vii) obligations under any contract to rent or lease (as lessee) any real or personal property if 
audi contract (or any related document) provides that the obligation to make payments there1D1der is 
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absolute and unconditional under ,,r.onditions not customarily found in commercial leases then in general 
use or requires that the ~. purdwe or otherwise acquin! securities or obligations of the lessor, 

(viii) obligatiom under Uiy contract for the sale or use of materials, supplies or other property 
, if S1ICh contract (or any related document) requires that payment for such materials, supplies or other 

piOjit.ity, or the Ille thereof, shall be subordinated to any indebtedness (of the purchaser or user of such 
materiall, supplies or other property) owed or to be owed to any Person, and 

(is) obligatiom under any other coiltract which, in economic effect, is substantially equivalent to a 

•· gua'raatee; ' 

••• 

• 
I 

• 

• 

• 
.· • 

• 
·. 

all as determined in accordance with generally accepted accounting principles. 
. 0 ,, - -

JOE. "Senior Subordinated lndebtedneu" shall mean any Indebtedness, the payment of prin-
cipal and interelt of which shall be subordinated and junior to the Indebtedness evidenced by the Notes and 
to other Senior Indebtedness .of the Company and its Subsidiaries in the manner and to the extent set 
forth in Exhibit C hereto, but senior to Junior Subordinated Indebtedness. 

lOF. "Juniar Subordinated lndebttdlla1" shall mean any Indebtedness, the payment of' 
principal .and interest of which shall be subordinated and junior to the Indebtedness evidenced by the 

" Notes and to other Senior Indebtedness. and to Senior Subordinated Indebtedness in the manner and to 
the extent set forth in Exhibit D. hereto. ' .. "

3 

·11 

. lOG. "Sealor lnchbttdnwa" shall mean any Indebtedness that is not Junior Subordinated 
Inclebtedaa1 or Senior Subordinated Indebtedness. · 

lOH. ...,_.t of Default" shall mean any of the events specified in section 7, provided that 
thei:e has been satisfied any requirement in connection with such event for the giving of notice, or the 
lap1e of time, or the happening of any further condition, event or act, and "Default" shall mean any of 
such eventl, whether or not any such requirement has been satisfied . 

IOI. "Ofic:"'• Certificate" sha!,I mean a certificate signed in the name of the Company by its 
President, one of itl Vice Presidents, or its Treasurer. 

lOJ. "IJen" shall mean any mortgage, pledge, security interest, encumbrance, lien or charge 
of. any kind (including any agreement to give any'of the foregoing, any conditional sale or other title 
retention qreement, any lease in the nature thereof, and the filing of or agreement to give any financing 

" statement under the .Uniform Commercial yJile of any jurisdiction). . 

.,JOK. "Substantial Part!' shall mean, when used with respect to assets, more than 10% of the 
conSolidated assets of tbe'Company and all Subsidiaries, and when used with respect to Consolidated Net 
Earnings for any period, more than 10% of Consolidated Net Earnings for such period . 

lOL. "lhcelvabW." of any Person shall mean any right to receive payment in United States · 
or Camdian currency arising out of !he retail sale in the ordinary course of business of encyclopediae, 
other reference and topical works, other publications and other consumer items sold by WBCI or 
Encyclopedia, including all interests in or arising under, any conditional sales agreement, chattel mort
gage. promissory note, lease, chattel paper, security agreement; security interest or lien evidencing or 
securing s.uch right to receive payment, including the right to receive or retain any interest on or finance 
eharse in respect of,. the principal amount of such payment, but only to the extent that the Company 
shall be entitled to such, interest .or finance charge, or part thereof, pursuant to the provisions of the 
'last 1e11tence of paragraph 9A of· the Operating Agreement. 

IOM.. "Met Ellsible Receivabl•" shall mean the gross amount of Receivables owned by the 
Compmiy and its Sullsidiaries, less (i) unearned finance charges; (ii) the greater of (a) reserves for 
uncollectible accountl, including the Contract Reserve Account referred to in the Operating Agreement, 
or (b) the sum of Receivables. owned by the Company and its Subsidiaries, on which one full installment 
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.. payment bu not been received within the IS> days immediately preceding any calculation under this 
puacraph and, without duplicati°", the aggregate amount of Receivables owned by the Company and its 
Subsidiaries that have been placed with attorneys or collection agencies for collection, all detennined in 
1CCOrdance with good u:counting practice; and (iii) the excess of the aggregate principal amount of 
loans and advances outstanding pursuant to paragraph 6C(3)(v) over S'}(> of Consolidated Stockholders' 
Equity. 

ION. "Net Bli&ible Alam" shall mean cash plus short-term investments permitted by 
paragraph 6C(3) (iifplus Net Eligible Receiwbles. 

100. "Adjuted Net Worth" shall mean the sum of all capital stock, capital surplus, and 
retained eaminp, less {i) treasury stock, (ii) intangibles (including goodwill, deferred charges, prepaid 
expenses, and unamortized debt expense); (iii) the excess of Receivables of the Company originating 

0 outside the United States, Uriited States possessions, and Canada over 10% of the gross amount of 
ReceiYaliles of the Compahy; (iv) the exc:ess of Receivables maturing in more than 36 months over 

• 25"- of the poss amount of Receivables of the Company ; ( v) any Receivable maturing in more than 
60 months unless the Company bu full recourse against WBCI with respect to the payment thereof ; 
and (vi) the excess of the aggregate principal amount of loans and advances outstanding pursuant to 
pualraph 6C(3)(v) over 5% of Consolidated Stockholders' Equity. 

lOP. "Capital Bau" shall mean the sum of Adjusted Net Worth plus Senior Subordinated 
Indebtedness plus Junior Subordinated Indebtedness. . 

' ;·~ 

lOQ. "8 a JI" ahall mean Th.e Scott & Fetzer Company, an Ohio corporation. 

lOR. "WBCI" shall mean \Vorld Book-Childcraft International, Inc., a Delaware corporation 
:and a wholly-oy,-ned subsidiary of S & F; 

lps. "Enqdopldia" shall mean World Book Encyclopedia, Inc., a Delaware corporation 
and. a wholly-owned subsidiary of WBCI. 

lOT •. ;ir1z11c1 CJiarcn" shall mean all charges which, in accordance with generally accepted 
ac:ounting 'Pnncip1a, would be considered fixed charges, including, without limitation, interest on 
Indebtedness, amortization of debt discount, and r.entals for leased properties. 

IOU. "Colllolidated Net Eaminp Avail,able for Fixed Charcea" shall mean net income of 
the Company as determined by generally accepted accounting principles, with the following adjustments 
(to .. the extent such items ha~ not already been taken into account in calculating net income): 

( i) all operating and. maintenance expenses, taxes other than taxes on or .. measured by income, 
and ~epreciation shall be deducted in determining net income; 

(ii) all extraordinary, nonrecurring items of income shall be excluded in determining net 
income; 

(iii) all extra~rd~, nonrecurring items of expense shall be deducted in detennining net 
income; I 

(iv) Fixed Charges shall not be deducted in determining net income; and 

( v) any cash payment required to be made for any fiscal quarter during the same fiscal year 
punuant to paragraph 3 of tti,e Operating Agreement, provided that such payment is made within 
the time period provided ther;n. sliall be added to n:t i,ncome for such fiscal quarter. 

lOV. "C-lidated Stodlh~ldera' Equity" of a corporation shall mean the sum of (i) the 
par val.ue (or stated value on the 1*>ks. of the corporation) of the capital stock of all classes (exclusive 
of treasury stock) plus (or minus in the case of a surplus deficit) (ii) the amount of the surplus, whether 
' capital or earned, of such corporation. 
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SscnoN 11. Mlsc:Bu.ANEOus 

llA. Rome Olice Paymmt. The Company agrees that, as long as you shall hold any Note, 
it will make payment& of principal thereof and interest and premium, if any, thereon, which comply with 
the tenn1 of this Acreement, by credit to your account or accounts in Morgan Guaranty Trust Compuiy 
of New York, 15 Broad Street, New York, N. Y., (account #050-53-360 for payments with respect to the 
fint Note, and 11XOUJ1t #826-0()-027 for payments with respect to Notes other than the first Note) or auch 
o.ther llXOUJlt or ICCOUllta in the United Statea as you may designate in writing, notwithstanding any 
contrary provision herein or in any Note with respect to the place of payment. You agree that, before 
disposing of any Note, you will make a notation thereon of all principal payments previously made thereon 
and of the date to which interest thereon has been paid, and will notify the Company of the name and 
address of the transferee of such Note. The Company agrees to afford the benefits of this paragraph llA 
to any institutional investor of rec~ized standing which is the direct or indirect transferee of any Note 
purchased by you hereunder and which has made the same agreements relating to such Note as you have 
made. in this paracraph llA. 

UB. E:iipema. The ~ompany agrees, whether or not the transactions hereby contemplated 
chall be consununated, to i-.y, and save you harmless against liability for the payment of, all out-of-pocket 
expenRS arising in connection with this transaction, including all stamp and other taxes (including any 
intangible ,personal property tax, together io each case with interest and penalties, if any, and any 
income tax payable by you io respect oi' any reimbursement therefor} which may be payable in 
respect of the execution ~d delivery of this Acreement or the execution, delivery or acquisition of 
any Note iuued under or punuant to this Agreement, all prin~ng costs and the reasoniable foes and 
expenses of your 1pecial counsel io .connection with this Agreement (including the opinion descnl>ed io 
paragraph 81} and any modifi~tion thereof. The obligations of the Compuiy under this paragraph llB 
shall ~umve transfer by you and i-.yment of any Note. 

UC. Couent to Amendmentl. This Agreement may be amended, and the Company may 
take any action herein.prohibited, or omit to perform any act herein required to be performed by it, if the 
Comi-.ny shall obtain your written consent to such amendment, action or omission. Each holder of any 
Ni>te at the time or thereafter outstanding shall be bound by any eonsent authorized by this paragraph 
UC, whether or not IUch Note shall have been marked to indicate such consent, but any Note issued 

. thereafter may bear a notation referring to any'such consent. No course of dealing between the Company 
· and the holder of any Note nor any delay in exercising any rights hereunder or. under any Note shall 
• operate u a waiver of any rights of any holder of such Note. As used herein and in the Notes, the 

term "thil Agreement." or "the Agreements" and references thereto shall mean this Agreement or the 
Agreements u it or they may, from time to time, be amended or supplemented. 

llD. ForDi, Rqiltration, Tranafer a11d E:1chanp of Not-. The Notes are issuable only as 
registered Notea without coupons .io the denoininatioas of $10,000 and any integral multiple of $10,000. 
The Company shall keep at itl principal office a register in which the Company shall provide for the 
reeistration of Notea and of transfer of Notes. Upon surrender for registration of transfer of any 
Note •t the oftice of the Comi-ny, the Comi-.ny lhall, at itl expe!IR, execute and deliver one or more 
new Notes of like tenor and of a like aarepte principal amount registered io the name of the designated 
transferee or tralllferea. At the optioa of the holder of any Note. auch Note may be exchanged for 
other Nota of like. tenor and of any authorized denominations, of a like aggregate principal amount, 
up~~der of the Note to be exchanged at the office of the Compuiy. Whenever any Notes are 
IO surrendered for achanp. the Comi-.ny ~I. at its expense. execute and deliver the Nota which 

· the Noteholder ~nc. the Uchange is entitled to receiw. Every Note surrendered for registration of 
tnmsfer lhall ~. duly end~ or be accomplllied by a written inltrument of ~fer duly executed, 
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: ··by the hOlder of IUch Note or his attorney duly authorized in wriq. Any Note or Notes issued in 
oc'wnce for any Note or upon transfer thereof shall carry the rights to unpaid interest and interest to 
accrue which were c:arried by the Note IO exchanged or transferred, so that neither gain nor loss of 
interest shall rault from any such transfer or exchange. 

llE. Nod- to SubHqumt Holder. If any Note shall have been transferred to another 
holder pursuant to pancraph llD and IUch holder shall have designated in writing the address to 
which communications with respect to IUch Note shall be mailed, all notices, certificates, requests, 
statements and other doc:wnenta required or permitted to be delivered to you by any provision hereof 
shall abo be deliftred to each such holder, except that financial statements and other documents provided' 

. for in paracraph SA need not be delivered to any such holder holding less than 10" of the aggregate 
· principal amount of Notes from time to time outstanding. 

llF •• Peniou n-ed· Ownen. Prior to due presentment for registration of transfer, the 
Campany -y treat the Person in whOse name any Note is registered as the owner and holder of such 
Note for the purpoae of receivinc payment of principal of and interest and premium (if any) on such 
Note aad for aD .. other purpoaes whatsoever, whether or not such Note shall be overdue, and the 
Company shall not be affected by notice to the contrary. 

UG. Sianiftl of Repr11mtatl-. and Warranti-. All representations and warranties con· 
tained herein or nade in writinr by the Company in connection herewith shall survive the execution and 
detmry of .this Acreement and of the Notes, regardless of any investigation made by you or on your 
behalf. 

UH.. Sucn1lon and Aallpa. All covenants and agreements in this Agreement contained 
by or on behalf of either of the parties ~ shall bind and inure to the benefit of the respective 
llK c 1 1111'1 end Ulips of the. parties ~ whether IO expressed or not. 

111. Notlc.. All c~mmunications provided for hereunder shall be sent by first class mail 
and, if to JOU. addressed to you in the manner (except u otherwise provided in paragraph llA with 
respect to paymentl of principal of and interest and premium, if any, on the Notes) in which this letter is 
addressed, and if to the Company, at its offices at Merchandise Mart, Chicago, Illinois 60654, or to 
such other ad!lress with respect to either party u such party shall notify the other in writing; provided, 

·~ howe1illi, that any such commuDic:ation to the Company -y also, at your option, be either delivered to 
the Company at its.address set forth alJoft or to any officer of the Company. 

tlJ. Dtlc:rlptlve Readlnp. The descriptive headings of the several sections and paragraphs 
of this Apeeliieiit are inserted for convenience only and. do not constitute a ~rt of this Agreement. 

. . ~:=: 

1 IK. Satlafactlon Requiremmt. If any agreement, certificate or:ft'her writing, or any action 
taken or to be taken, ii by the terms of this Ag1eement required to be satisfactoiy to you, the. determi· 
natim of such utbfaction ahall be made by you in your sole and exclusive judgment exercised in good 
faith.. 

UL. Governlaa Law. Thia Agreement is beinr delivl!red and is intended to be performed in 
the State ol Illinois, and ahall be consttued and enforced in aceordanc:e with, and Jlthe rights of the 
parties shall be pwe111ed by, the law of such State. · 

UM. Comatftputa. This Agreement may be executed simultaneously in two or more 
alaDterparts, each qf 1rhich ahall be deemed an original, aDd it shall not be necessary in makinc proof 
of this Agreemeut to prodac:e or ICCOUllt for more than one such counterpart. 

. ., ? 
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If ,aa are in qreement with the foftlllinc, pl- sign the form of acceptance on the enclosed 
. coanterplrt of this letter and return the same to the undenigned, whereupon tbit letter shall become a 

bindiDr acreemmt between you and the undersigned. 

• 

Very truly youn, 

Tbe foreaoinr Aareement is hereby accepted as 
of the date first ahcne written. 

T•s PaUDUUAL In~ ~-·AKY OP AMDICA 

~\~ By·~·······~~~ ......... . 
Y's" Pnlidllll 

0 
\) 

0 
20 
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Wou.o Boo.: FIKAKCS, INC. ~ 

By ••. ~11f.Pl1./.k?.. ... ·:··· . . '1~ ,ry·· . Prtlidlfll 
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EXHIBIT A 
WOllLD EOOIC PINANCB, INC. 

l'lolllSSOllY Nan: 

\ 

Chicago, Illinois 
August 31, 1978 

FOR V JfLUE RECEIVED, the 1D1dersiped, Woll.II Boo1t FINANCE, INC. (herein called the 
"Company"), a corporation orpnized and existing under the laws of the State of Delaware, hereby 
~topayto 
\\ 

.. 

Tn PaVDSNTJAL INsUUNcz Co11PANY oF A11D1CA 

or rqistered assigns, the principal sum of 

($ ) Dou.us 

on August 31, 1998, with interest (computed on the basis of a XiO-day year-30-day month) on the 
unpaid ballnce thereof at the rate of 10.00,i. per annum from the date hereof, payable semi-annually on 
the last day of February and Aupst in each year, conmiencing February 28, 19i9, until the principal 
hereof shall hatt become due and payable, and thereafter at the rate of U.00,. per annum until. paid. 

Payments of both principal and interat"ate to be made at the office of The Prudential Insurance 
Company of~ at Prudential Plaza, Newark. New Jeney, or such other place as the holder hereuf 
shall designate to the CompUiy in writinr, in la~ money of the United States of America. 

Thit Note is issued pursuant to an Agreement dated Aupstr"Ji:l,918,. between the Company and 
The Prudential Insurance Company of America and is entitl~~tOihe benefits thereof. As provided in 
said Ag1eement,. this Note is subject to·prepayment, in whoty~.ft'in part, in certain cases without premium 
and in other i:ues.· with a premium u speci&ed in uid ~ira'Dent. .. v 
" As provided in said''Agreement, upon .. surrender of this Note for registration of transfer, duly 
endorsed, or accompanied by a written ·instrument of transfer duly e.xecuted, by the registered holder 
hereof or his attorney duly authorized in writing, a new Note for .a like principal amount will be issued 
to, and registered in the name of, the transferee. Prior to due presentment for registration of transfer, 
the Company may treat the person in whose name this Note is regista'ed as the owner hereof for the 

· purpose of receiving payment and for all either purposes, ud the Company· shall not be alfected by 1111y 
notice to the ~trary. 

The Company agrees to make prepayments of principal on the dates and in the amounts specified in 
sai~ Ag1eenient. 

The Company agrees to pay, or reimburse the holder hereof for, ind satt the holder hereof harml~ 
against, any loas, liability, cost and expense incurred in connection with the enforcement by the holder 

.. hereof of its rights !Ulder this Note or'tbe Ag1eement to the extent permitted by applicable law. 

In case an Event of Default, as defined in said Ag1eenient, shall occur and be continuing, the 
principal of this Note may be declared due and payable in the manner U1d with the effect provided in 
lllid Ag1eenient. . 

Wo111.11 Boo.: FINANCE, INc. 

By •• • ••••••••••••• •· ••••••••••••••••••••••••• p,,,lill,,., 
By •• • • ...................................... .. 

Tr_,,, 
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EXHIBIT B 

OPEllATJNG AGREEMENT 

OPERATING AGREEMENT elated u of August 31, 1978 among World Book-Childcraft Inter· 
lllliollal, Inc." ("World Book"), World Boole F"mance, Inc. ("Finance"), World Book Encyclopedia, 
Inc., ("Encyck>pedia") andCThe Scott 4: Fetzer Company ("Scott 4: Fetzer''). 

In consideration of the mutual promises herein contained, World Book, Finance, Encyclopedia and 
.Scott I: F$er Alftt u follows: ,, 

IA. World Book and Encyclopedia shall offer to 1ell to Finance during the tmn of this Agreement, 
on a nomecoane buit, all Receivables now or hereafter owned by World Book or Encyclopedia. 
Finance shall cm fuU, careful. and prompt consideration to all Receivables oft'emt to Finance by World 
Boole Uld Encyclopedia Uld aba1I be deemed to haw aa:epted for purchase all Receivables ottered without 
any farther or eiqiress act of acceptance; provided however, that (i) the purchase of Receivables shall be 
within the 10le dia:retiou of F"mance, and Finance shall be under no obligation to purchase any Receiv
ables and may, by express notice to World Book or EncYclopedia within 2 business days, refuse to accept 
for purdiue any specific Receinbles, aad, (ii) F"mance shall be under no obligation to purchase any 
sllCh Receivables, whether or not it hu giftll such notice, to the extent that F"mance shall not then have 
available .to it sufticient sourc:a of fUDds. to consummate such purchase in accordance with the provisions 
hereGf. All docummtation ri!latinr to the purchase of Receivables shall be satisfactory in form and 
subltance to Finance. N~ithstanding the foregoinr, World Book and Encyclopedia shall sell to 
Finance and F"mance shall buy from World Book and Encyclopedia all Receivables owned by World 
Book or Encyclopedia u at Aqust 31, 1978. All co'nveyances of Receivables to ·Finance after the 
purchase described in the precediftr sentence shall be made by World Book and Encyclopedia daily as of 
the cl• of business u to all Receivables arisinr durinr the course of such day. Such conveyance shall 
be effected by virtue of the provisions of this paragraph I, without further instrument of conveyance 
upon notation of the conveYuice on the books. an!f records of World Book, Encyclopedia and Finance. ,, 

IB. The purdiase price of receivables IOld and conveyed pursuant to parqruph IA shall be plid 
by F"llllllCe by direct cuh payment' or by the application of proceeds of a>llection of Receivables u 
provided in panpaph 9B. The daily application by Finance of the proceecb of Receivables as provided 
in parqraph 9B. shall, u at the time of such application, constitute nin payment for Receivables 
purcbued by F"mance punuant to pararraph I. 1' 

IC. Finance shall not purchase Receivables from World Book and Encyclopedia hereunder after 
they cease, resp."Ctively, to be wholly-owned subsidiaries (directly or through .other wholly-owned 
subsidiaries) of Scott Ir Fetzer. · 

• 2. Parchue. Price of RlcliYabl•: Contract R-rv• Account. 
2A. The price to be plid by F"mana: for Receivables shall be equal to 100% of the i>fincipel amount 

thereof or IUCh other percentap not exc:eedinr 100~ u may be qreed by World Book or Encyclopedia, 
u the case may be, and F~e from time to time. 

- 28. Within 30 days of the end of each Accountinr Period, World Book and Encyclopedia shall 
.. ,. to Finance a flcilitatinr fee in respect of the average aarepte outstandinf balance of all Receivables 
owned by F"anance durinr IUch Aa:oantinr Period. Tbe amount of .such fee for each llUCh Accounting 

·1 Pericid shall be determined jointly by World Boole, Encyclopedia and Finance and shall be sufficient to 
compenut.e F"mance fairly in aa:ordance with Cllltomar)' industry practices for the risk undertaken 
by it in purdluinf and boldinf the Receivables. 

2C. On "each pan:bue of Rcceinbles, Finance shall withhold from the purchue price of such 
Ra:einbles an amount equal to not las than. 11 ~ of the unpaid belance of 1UCh Receivables. Finance 
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will cndlt Ill - ID withheld to a r ve (the "Contnct Retene Account'') on the boob of Fmance. 
The ..., Nat of uy Receiftble cletamiaed b1, Fimnce to be uncollecttllle shall be charged to the Contract 
R11 N ACCOllllt nprdlal of whether UI)' deficit remltl in tueh Contract Resenoe Account. If, at 
the dole of b • 1 Oil the tut day of the ACC!!unDnr Period, the Contract Reserve Account hu a 
lie"'m:e in aceu of the - of (i) the qgrepte amount of Receivables that have been delinqueitt for 
nae than 180 c1aJ1 (li) without duplicatioa, the lftl'q&le amount of Recei11ables that have been placed 
with attorneys or collection agencies for coUectioa, and (iii) S" of the aggregate amount of all 
Recembles, Fmance tball pay such excess to World Book and Encyclopedia. 

3A. .Inwwtmmt Conauat. 
If at the end of any Accounting Period the Net Eamings Available for Fixed Charges for such 

Aceollntinr Period and previous Ac:countinr Periods, if any, occurring in the same fisal year were 
less than .one uid oae-balf. times F'mance's Faxed Oiarges for such Accountinr Pmod and previous 
Ac Cl'""'iDc Pwioda, if uay, occurrinc in the ume filC&l year, World)look and Encyclopedia or Scott 
&: Fetzer or all of them (intending to be jointly and severally obligated) shall promptly (and in any 
ewent ._ 30 da;p after the end of such Al:icountinc Period) pay and transfer to F'mance cash in the 
-i by ~ lllCh Funds A~le for Faxed Charres for such Accountinr Period and previous 
Accoantinc Perioda, If uy, occurrl.'lf in the stme filC&l year were less than one and one-half times 
lllch Fixed 'Qarsea ,for such Accoantinr Period and p1etiow .Accounting Periods,, if any, occurrinr 
iil the, w llCll yar. S)ICh payment sball, be nade u a pm:hue of additional shares of toinmon 
ltaCk of Fa.- for IUCh lllllllber of lharel u may be detmnined by Finance at the time. World Book, · 
EncJdat>eilia, 1'lnaiQ and Scott I: Fetzer dial! take such ldion (including amendments to Finance's 
wtificate of ,b:iiporatioa. or by.Jaws, or both) u may be necesary to aa:omplish the authorization and 
iumm:e of lllCh addltioaal shares of • ""'Mii ttock of Finance and the payment therelor. The pm:hue 
price for such additional shares of common stock of Finance shall be $10,000 per share, payable concur
rentl)' with ~ iuuance and delivery of such ltoclc to the purchuer thereof • 

3B. Within 40 da71 after the dote of each of its quarter.; F'mance dial! deliver to Scott ~ Fetzer 
.. copies of quutedy financial . statemeDtl of F'mance in such detlil as may be ta.IOillhly req\aired by 

Scott I: Fetzer, together with 'Ii ceitificate by an authorize.".l. fimncial ollicer of Finance, settinr forth 
in delai1 the c:ompatatioaa ,under pararraph 3A and the nwnlier of lharel ol F'mance's - stock, 
if .,., to·be parchued at ~ time panmnt thereto. Within S da71 after the date of delivery of such 
w ti&cate, at the principt1 ollice of Fi~. in Chicqo, IDinois (or such other place and time, not later 
ti.n 5 da11 after the date of laid oft!i:er'l~cate. u may be mut1lall)' qreec1 upon between Fmance 
and Scott&: Fetzer), Scott Ii Fetzer,·Worid Book, or Encyclopedia or any combination thereof, shall 
aiamte pan:hue of the number of Ibara ol stock of Fmance set forth in said certificate at the 
price per share hereinabcrte, provided (unless a different price lhall have been mutually determined). 
Concune!itly with the payment of such ,purchase price, F'lllance lhall issue and deliver to Scott I: 
Fetzer, World Book or Encydopedia (u the ease may be) the number of fully paid and noa-assessable 
Ibara of F'mance't tQI! 'II stock IO pm:hued. 

4. ~tolln~ AccoantL 

F'mance WI pay l"wnptly an of ita -ts payable to World Boak and EncJdopedia, and World 
Book and EacyclOpedia dial! pay promptly an of their accounts payable to F'mance ( indudinr amounts 
pa,.iile paraant to pararraph 10 hereof), in elCh cue within 30 da71 after the end of the Accountinc 
Pwiod In which uy tadl 8CCOllllt pa,.we wu incuned. 

5. .. _ ol Raciiballl& 

All Raceiftlllel pan:bued by F'mance pu-i to this Aa1eemeut sbal1 be in a form acceptable 
toF'--. 
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6. Doc:-19 lbqulnd to be Delivered upon Sale Of Receivabt ... 
World Book ud Eneydopedia shall present to Finance the followinc docmnents and data upon 

request of Finance. · 
(a) a IChedule or statement specifying the amount of the Receivables sold to Finance within 

uy specified P;!riod of time; and 
· ( b) the best documentation or evidence available as to the existence of such Receivables 

· (which. if requested, shall be endorsed, assigned or otherwise transferred to Fmance without 
recourse), together with any supporting records and any security or eollateral therefor which is 
readily suaceptible of delivery and any evidence of filing or recording of such Receivables (or other 
appropriate document relating thereto). 

7. Repmentatiou and Warrantin lft Connection with the Sale of Recelvabln. 
As· to eaclt Receivable pure.based by Finance pursuant to this Agreement, World Book or Encyclo

pedia, as the ease may be, by such sale,. hereby .makes each of the following representations and war-
ranties: . ., 

(a) such Receivable is in compliance with all of the terms of this Agreement; 
(b) such. Receivable is a valid obligation to which World BOotc or Enc:yclopedia, as the case 

may be, has good title, free and clear of all liens and encumbrances whatsoever and such Receivable 
is not subject to any offset, counterclaim or other defense; 

( c) the CO!)V~'&llce of such Receivable effected by the provisions of paragraph 1 vests in 
Finance the entire right, title and interest of \Vorld Book or Encyclopedia, as the case may be, in 
and to such Receivable ud the procttds of the collection thereof, in each case f~ and clear from 
claims of• any third pa~es ; 

( d) all obligations to be performed by World Book, Encyclopedia or any other persGll to or in 
conll«(ion with such Receivable, including obligations with respect to the merchandise the sale of 
which gave rise to such Receivable. have been or will be fulfilled ; and 

( e) the laws of each jurisdiction applicable to the transaction out of which such Receivable 
originated ha\•e been. con,iplied with. 

As to each Receivable purchased by Finance pursuant to this Agreement arisiq out of a sale by World 
Book or Encyclopedia subsequent to August,~1, 1978, World Book or Enc:yclopedia, as the case may be, 
by sw:h sale, hereby makes the. further representation anCI warranty. that such Receivable at the time of 
such sale is current and not in default and, in the good faith judgment of World Book or Enc:yclopedia. 
as t~ case may be; is not of a quality inferior in any respect to the average quality of all Receivables. 

8. Indenmlty .• Bnacla al W&rrl!ltJ· 
'World ~~-J~cycl~ or Scott &: Fetzer or all of them (intending to be jointly and severally 

oblipted) ~ · . l.ifbury, dtfend and ave harmless Finance. apinst my and all liability, claimJ, 
louis and da(~""~rising out of or bued on any breach of warranty made by World Book or Encyclo
pedia "'ith respect to merchandise the ale of which gave rise to a Receivable purchased by Finance 
"rsuant to this Agreement. 

9. ColJectiaa ud Otber hrricee. ~ lie Perf-ed Oil BelWf al Pinaa:e; Dan)' PurcbaM of 
... ftW..;etc. 

·· 9~ World Boole and Encyclopedia at their sole upense shall take. or cause to be taken, with due 
dililmce. all necessary steps to perform Ill of the following services on behalf of Finance solely in the 
capacity of arent or qents of Fmance: 

(a) to eo!l«t. whm d11e, -. owinr and payable on tbe 1eilptetive Receivables pun:hued by 
F~ ~t,to thia Apeement, and promptly to report and acmant to Fmance for all such 
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c.ollections; aD such payments or collections fteeived by World Book or Encyclopedia shall be applied 
u pnividcd in paracrapb 98 and, to the extent not so applied, shall be promptly remitted and paid 
Oft!' to Finance; 

(b) if it becomes necessary or desirable to repossess or to foreclose the lien upon or the security 
interest in any merchandise which is subject to any Receivable purchased by Finznce pursuant to 
this Agrtement, to proceed with du~ diligence to take lawful steps to repossess such merchandise 
or to carry out such fom:losure and to take such other lawful steps as may be necessary or appro
priate (i) to enforce the lien upon or the security interest in such merchandise for and on behalf 
of Finance; (ii) to resell such me.rchandise for the account and benefit of Finance and to act in 
good faith to the end of obtaining the best possible prices for such merchandise for the benefit oi 
Finance; and (iii) to ~t to Finance th~ proceeds of such sales (any repossession. reconditioning, 
foreclosure or resale expenses in conneCtion with such sales to be borne by World Book or 
Encydopeclia) ; ' 

( c) to make credit investigations of and reports on the obligors on Receivables offered to 
Finance pursuant to this Agftemmt, and to provide credit and collection assistance and other 
similar services to Fmance; ' • 

' ( d) to render ac:countinc and internal auditing services. including the safe-keeping oi records 
and the preparation and fumishinr of reports; 

(e) to prepare and file in the name and on behalf of Finance any local. state and Federal ta.'t 
returns and other reports and returns required by local, state or Federal laws or regulations; 

(f) if requested by Fii!ance, to notify the obligon on Receival;>les purchased by Finance to make 
payments thertm dinctly to F"mu:te and to maintain all such records as are necessary or appropriate 
to enable Fmance~!iirectly to notify such obligors and to collect and enforce such Receivables and 
such other obliptions; and 

(C) to do - other act• and prO,'ride such other :iervices as Finance may from time to time 
reuonably require and request in writil\r . 

Fmanee sbaD be entitled. upon timely notice in writinr to World Book or Encyclopedia, as the case may 
be, to perform any of the forecuinc services on its own behalf and at its own expense with respect to any 
or aD Rec:embles, in :i;rhich event Finlnte sbaD be entided to sive direct notice to the obligors of such 
Receivables and to collect and ret:dYe from such oblieon. and World Book and Encyclopedia shall take 
such action u nay be ne ery to permit F~ to make direct collections of such Receivables, and to 
recehe and. retain for Finance'• own lllCOllint the interest aa:ruinc thereon, or the finance charge in respect 
thereof, or such portion ,of such interest or finance charp u fairly compensates Finance for the actual 

• COits of such lei •ic:a. ' ' 

98. \\'orld Book, as qent filr Finance, shall cause all proceeds of collection of Receivable$ 
amveyed, ~rfinlnte to be deposi~ ·in bank aa:ounts designated "World Book collection aa:ounts" and 

. behti11,~.lt bank ICCO!'nts for llld on behalf of Fmance, u the owner of such proceeds, subject only to 
witJiilriWat by or at the dinction of Finance or u otlot1 wia provided in this pararraph 9B. Such proceeds 
shail\11be applied daily to the purdme of Receivables as provided in paragraph 1, to the elttent such 
~~ are. not remitted to Fmance in cuh as provided in. subparagraph (a) of paragraph 9A, and such 
applii\ation of proceeds sbaD be deemed to lave been m&de simultaneously with the transfer of funds 
&om:the World Book collection aa:ounts to a seneraI corporate- bank account of World Book. \Vorld 
Bock shall furnith to 'F"m&nce at the end of sch Accountinc Period a written accounting with respect to 
Ill proceeds of collection of Receivables durinc IUch Accountinc Period, showing the application of such 
proceeds and the 11*1 -i of Receivables pan:hued durinc such. Accountinc Period. 

9C. World Boole llld ~ lhall, at their expense, file, and maintain the filing of, such 
finant:inr ltatmlenta or other documents, if any, u -y be necnwry or applOpriate, under the Uniform 
C w1Cial. Code .Uld any ocbr.r applicable laws, to perfect and preserve the richt• of Finance, hereunder, 
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and, if requested by Finance, shall furnish to Finance from· time to time opinions of its counsel that 
such filings. if any, lave been made ·,;;nd· operate to ellablish, presi~rve and protect Finance's rights 
herewlcfer and in all .R.ecemblel IOld pursuant hereto and to crate and preserve Finance's interests in 
sucll'Receivables, pursuant to the Uniform Commerdal Code. if applicable . 

:::: 

9D. So lolic u Finance shall own any Receivables of World Book or Encyclopedia, World Book and 
Encyclopedia shall mark their muter control accounts to the effect that such Receivables have been sold 
to F'mance. World Book and Encyclopedia shall provide to Finance full access at all reasonable times 
to rooms in which aa:ount records are maintained and to such llXOunt records themselves, including, 

' without limitation, acceu to computers or other data processing equipment and the programs and data 
contained therein by meana of which account records are maintained. 

10. Adju1tmnta; Chaqw. 
'" 

If (a) World Book or Encyclopedia shall make any rebates in fawr of obligors on Receivables 10ld 
to Finance or lhall 1epa1uu or ac;:ept returm or rejection• of merchandise.·the sale of which gave rise 
to Rec:einbla IOld to Fmaace and (b) such I rebMe, mum, rejection or repossession shall lave the effect 

. of reducinr the. unpaid balance of any Receivable, World. Book or Encyclopedia as the case may be. shill 
Pl'Y to Finance an llllOUllt equal to the llllOUllt by which the unpaid principal amount of such Receivable 
shall la'ft been reduced. 

11. 11111'm•'t)' for .Acta PwfClllDld ..._t to tbla Ac-t. 
World Book, Eaqdopldia or Saitt I: Fetzer or all of them (intending to be jointly and 

severally o!llipled) will inclenmify, defend and •Ye humlesa Finance from any and. all c1aima asserted 
against Finance by any thifd party aritinc out of any wrongful or negligent act or omission to act of 
World Book Qr Encyclopedia in pedorminc or fumishinc any of the services which World Book uid 
Encyclopedia are required to perfonn or furnish for Finance pursuant to this Ag1eement. 

,. ll 

12. Opdoll to ...... ,_' 

World Boole and Encyclopedia may pun:i.. at· any time from F'mance, bat without recourse or 
warranty by Finance, any R~vable which is, in the opiniiln of World ¥· Encycli>pedia or Finance, 
uncollec:tt'ble. The IJ!ln:hue price of such Receivable sha1l be the remaining unpaid balance of such 
Receivable. If World Book or Encyclopedia does not purchue Receivables deaned uncollect!ll)e by 
,Finance, the remaininl' unpaid lialance of such Receinble shall be charged qalnst,tJie. Contract Reserve 
Aa:ou.nt on the lut. day of the calendar month clurill( which the Receivable is decli.red uncollectible by 
Finance. 

13. Temi. 
,• > 

This Ag1eement shall remain in full fon:e and. effect for an initial tenn ending December 31, 1999, 
.and shall be automaticslly renewed for successive terms of one year each unless, at least 90 days prior 
to the expiration of the then current term, any party hereto shall give to the other parties written notice 
of termination hereof, which termination sJWI be effectiYe as of the end of the then current term. 

,; 

14, Definltiou. 

As used in thia Asrecment. the. followinr ter1111 laYe the followinr respective meanings : 

Hhcauntinc Period" : any three._th ·period used by ,~inance u ui accounting 1ieriod within its 
filcal year. ' \J . 

"Fixed Char&u": all charps for interest on funded. and unfunded debt, amortization of debt 
dilcount, and rentals for ~ properties, all determined in ICCOrdance with senerally accepted account· 
inc principles. · 
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"Earnings Available for Fixed Charges": Net income of Finance as detennined by generally accepted 
accounting principles, with the following adjustments {to the extent such items have not already been 
taken into account in calculating net income) : 

( i) all operating and maintenance expenses, taxes other t~!: taxes on or measured by incor11e 
and depreciation shall be deducted in determining net income ; · " 

(ii) all extraordinary, nonrecurring items of income shall be excluded in detennining net 

income; 
(iii) all extraordinary, nonrecurring items of expense shall be deducted in detennining net 

income; 
(iv) 'Fixed charges shall not be deducted in deterfr:lning net income ; and 

( v) any cash payment for any Accounting Period during the same fiscal year actually made 
pursuant to paragraph 3 by Scott & Fetzer, World Book or Encyclopedia, or any combination thereof, 
shall. be added to net income for such Accounting Period. 

"Receivables": any right to receive payment in United States or Canadian currency arising out of 
the retail saleJn the ordinary course of business of encyclopediae, other reference and topical works, 
other publications and other consumer items sold by World Book or Encyi;!opedia, including all interests 
in or arising under, any conditional sales agreement, chattel mortgage, iiromissory note, lease, chattel 
paper, security agreement, security interest or lien evidencing or seeurin(/ such right to receive payment• 
including the righpo receive o~. retain any interest on or finance charge if/ respect of the principal amount 
of such payment, but only to the extent that Finance shall be entitled to such interest or finance charge, 
or part thereof, pursuant to the provisions of the last sentence of paragraph 9A. 

15. Notices. ,-/ 

All communications c:ofttemplated by this Agreement shall be sent by ·first c:1ass mail addressed u 

follows: 

If to World Book, to: 

If to Finance, •o : • 

H ,to Encyclopedia, to : 

If to Scott tt Fetzer, to: 

" World Book-Childcraft 
Intemstional, Inc. 

Merchandise Mart Plaza 
Chicago, Illinois <i0606 
Attn : President 

World Book Finance, Inc. 
· Merchandi,~ Mart Plaza 
. Chicago,(( l!!nois <i0606 
Attn : Pnisident 

·\ 
World B.ookJ~~dopedia, Inc. 
Merchandise Man 
Chicago, Illinois <i0606 
Attn : President 

The Scott & Fetzer Company 
14600 Detroit Avenue 
Lakewood, Ohio 44107 
Attn : President 

or to·such other address with respect to any party as such party shall notify the other in writing. 
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16. lli1cellan.oua. 

16A. Subject to the provisions of paragraph 2C, this Agreement is not intended to be, and is not, 
and n0thingJ1erein contained, and nothing done by World Book, Encyclopedia or Scott & Fetzer pursuant 
hereto, shall be construed or deemed to constitute a direct or indirect guaranty by World Book, Encyclo
pedia or Scott Ii Fetzer of the payment Of the Receivables sold to Finance or the payment of any other 
indebtedness owinr .to Finance <1r of the payment of the interest on or principal of any indebtedness, 
liability or obligation of any kind or character of Finance to any person or persons whi>msoever. The 
partiea recognize that the existence and performance of their respective obligations under this Agreement 
are essential to the continuing business and operations of Finance, and, accordingly, agree that (i) no 
default by Finance·in the perfonriance of its obligations hereunder shall be deemed sufficiently material 
to the overall subject matter of this Agreement to constitute a basis for rescission, revocation or other 
cancellation of this Agreement prior to the end of the initial term hereoi, and (ii) the parties shall be 
limited to remedies seeking the enforcement of the specific provisions hereof. The parties furth~r 
acknowledge that the remedies at law for breach or nonperformance of the investment covenants set 
forth in paragraphs 3A and 3B hereof are inadequate, and, accordingly, agree that any party shall be 
entitled to equitable relief for !he breach of any such provisions, including preliminary and permanent 
mandatory injunctions and specific perfonnance. 

16B. All agreements herein shall bind and. inure to the benefit of the respective successors and 
permitted auigns of the partia hereto whether so expressed or not. This Agreement shall be governed by 
the laws of the SW!.e of Illinois. The headings herein are for the purpose of reference only and shall not 
limit or therwile dect the meaning hereof. This Agreement may be executed simultaneously in ~o or 
more counterparts, each of which. shall be deemed an original, and if shall not be necessary in making 
proof of thia. Agreement to produce or account for more than one such counterpart. This Agreement may 
·not be auiped by any party hereto without the written consent of each other party hereto. ,, 
17. Receivabl•.of Othv Entitia. 

The partiea hereto 'contemplate that Finance may, at some time after the date hereof, purchase or 
otherwise acquire instruments in the nature of Receivables arising frmiJ the '5a1e of products of Scott & 
Fetzer;. however, the parties hereby acknowledge that no such ins!ruments shall be deemed so purchasecl 
or la(llired punlllDt to thia .Acreemmt until this Agreement s.'iall have heel! amended to provide explicitly 
for the treatment of Receivablea of entities other ihan World Book and Encyclopedia.· 
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IM Wrrlfla WRIUOP, the parties have caused this Agreement to be executed and delivered by 
their duly authorized ollicen u of the day and year lint aboTe written . 

THE ScarT & Fnzn CoMPANY 

By ..•••.•.•.••.....••.•..••••••.•••.... 
Presidml 

Anar': 

" ............................. •, ............ . 

WoaLD Boo11:-CRJI.DC11Arr INTDNATJONAL, INc. 

By •.••.•••......•..••.•••••.•••••••.... 
Presidml 

.- Anar: 

i 

' t 
i 

·~ ~ 

" 
t l .,, 

• 

• 
" 

•'1" 

............................................. 

WoaLD BooK FINANCE. Isc. 

By ••••..••••••..•.•••...•••••••••••.•..• 
Presidnct 

Anar: 

........................................... "°l( ,, 

Woaw Boo1t ENCYCUlPEDIA, INc. 

By ••• • ................................. . 

An:mT: 

. ......................................... . 
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EXHIBIT C 

Senior Subordinated. Indebtedness• of the Company shall be evidenced by a note or other written 
ollliption which shall contain substantially the.following provisions: 

1. The payment of any and all Senior Subordinated Indebtedness is expressly subordinated 
to the extent and in the manner set forth in paragraphs 2 to 4, inclusive, hereof to Senior Indebted
ness. The term "Senior Subordinated Indebtedness" shall mean and include the principal of and 

· interest on all liabilities of the Company or any Subsidiary, or any combination thereof. to the holder 
("Flolder") of such .!3enior Subordinated Indebtedness, direct or contingent, joint, several or 
independent, now or hereafter existing, due or to become due to, or held or to be held by, the Holder, 
whether created din!ctly or acquired by assignment or otherwise, including, without limiting the 
senerality of the •forecoiric 

The term NSenior Indebtedness" shall mean and include the principal of and premium, if any, and 
interest on all Indebtedness of the Company or any Subsidiary that is not subordinated in accordance 
with the provisions hereof, direct or contingent, joint, several or independent, now or hereafter 
existing, due or to. become due, whether created directly or acquired by assignment or otherwise 

"including, without limiting the cmerality of the Eofe1!1illf, all Indebtedness of the Company or any 
Subtidiary for principal of and interest on the Notes issued under and pursuant to the provisions of 
the N~ Aa'rftment (the "Asreement'') dated August 31, 1978, between the Company and The 
Prudential I~ Company of America (includinc extensions, renewals and refundings thereof, 
!hether or not the 'l'±tncipal .unciUnt is increased). 

i. If there shall occur an Event of Default or Default, as defined in Section 10 of the Agree
tnent, then, unless and until such Evmt of Default or Default shall have been cured, or unless and 
until Senior Indebtedness shall be paid in full, the Holder will not receive or ~ any paymeiit 
&om, the Company in rapect of Senior Subordinated Indebtedness. 

3. In_ the event that the Holder shall receive any payment on Senior Subordinated Indebtedness 
which the Holder is. not entitled to receive under the provisions of the foregoing paragraph 2, he 
will hold any amouDt IO received in trust for the benefit ·of the owner or owners of the Senior 
Indebtedness and will forthwith tum over such payment to the owner or owners of the Senior 
Indebtedness in the form received to be •!'Plied on Senior Indebtedness. 

4. In the event of any liquidation, dissolution or other winding up of the Company or any 
Subsidiary, or in the event of any receivership, imolvency, banlcruptcy, assipunent for the benefit 
of creditors, reorganization or arrangement with creditors, whether or not punuant to bankruptcy 
·aws, sale of all or substantially all of the assets or any other marshalling of the assets and liabilities 
of the Company or any Subsidiary, (i) Senior Inclebtednen shall 6nt be paid in full before the 
Holder shall be entitled to receive any moneys, dividends or ~ assets in any proceeding, nnd (ii) 
the Holder will at the request of the owner or owners of a majority of the principal amount of the 
Senior Indebtedness file any claim, proof of claim or other instrument of similar character necessary 
to enforce the obliptions of the Company or any Subsidiary in respect of Senior Subordinated 
Indebtedness and will hold in trust fo1· the owner or owners of the Senior Indebtedness and pay 
.over to the owner or owners of the Senior Indebtedness, in the. form receiftd, .to be applied oa 
Senior Indebtedness. any and all money1, dividends or .other Uldl received in any such Pioceedinc 
on · aa:ount of Senior Subonlimted Indclitedness, unless and until 'Senior Indebtedness shall be 
paid in full. lti the nent that the Holder shall fail to take such action 10 requested, a representative 
desipated for such purpc11e ·by the owner or owners of a majority of the outstanding principal 
amount of the Senior Indebtedness may, u attorney-in-fact for the Holder, take such action on 

•All tmu med herein that &ft defined in the Note Acrtaamt ~ World Dool: F"amace. ~ and The 
Prudential Insurance C.ompuy of America dattd Auptt 31. 19i8 shall have manintrs u IOI forth In said Asreemtnl. 

" 
30 



' 

• 

• 
• 

\'! 

• 

• 

• 

• 
0 

• 

• 

• 
' ,. 

bebalf al the Holder, and the Holder hereby appoints such representative u attorney-in-fact for the 
Holder to cleinancl, 1ue for, collect and receive any and all such moneys, dividends or other as.els 
and live acquittance therefor and to lite any claim, proof of claim or other in1trwnent of similar 
cbancter and to take such other action (includinc acceptance or rejection of any plan of 
reorpnization or arrancanent) in the name of the owner or ownen of the Senior Indebtedness or 
in the name of the Holder, u such representative may deem necessary or advisable for the enforce
~t of thae 1Ubordination provi1iclas ; and the Holder will, upon request, exECUte and deliver to 
llllih representative such other and further powen of attomey, .. or other inatruments as such represen-
tative may request in order to accomplish the fol'flOing. 

1 
' 

5. The owner or owners of the Senior Indebtedness may, at any time and from time to time, 
without the COllMllt of or notice to the Holder, without incurrinc responsibility to the Holder, and 
without impairing or reJeuinc any npts of such owner or owners, or any of the obligations of 
the Holder llllder thae IUbordinatiaa proviaiona : 

(a) Chulp the amount,-. plu:e or terms of payment or change or extend the time 
of payment of or renew or alter Senior Indebtedness or amend the Acreement or any other 
qreement relatia&· to the i-nce of any Senior Indebtedness in any manner or enter into or 
amend in any manner any other qreement relating to Senior Indebteclnal: 

(b) Sell, m:hanp, relaM or otbenrile deal with any property by whomsoever at·any time 
pledpl or mortppd to lmlft, or howwver ssurinf, Senior Indebtedness; 

( c) Rei- anyone Jia!>le. in any manner for the payment or collcction of Senior Indebted· 
-; 

'' (d) Exen:ile· or refrain fnxn exen:iaing any richts qainst the Compuiy, any Subsidiary, 
or any other Penc1r1 (includinc ~Holder); and 

(e) Apply any IUDll by w'-'-er paid or howver ralized to Senior IndebtednesL 

6. Xotice of acccptanc:e contained hemn is hereby-ived. 

i. The Holder will cau.e all Subordinated lnd,bttdntss to be evidenced by a note or other 
inlb ~ which lball btal- upon ib flee a statement or leaaid to the eJect that such note or other 
inltrument ia IUbordinatcd to Senior Jadebtcdneu in the manner and to .the extent ICt forth herein, 
and will mark its boob to lhow that the Senior Subordinated Indebtedness is 10 subordinated to 
Senior Indebtedneu. 

" 8. The Holder represents and warrants ihat neither the execution nor delivery of the instru
ment coataininc thae l!lbordinatioa pnmaions. nor fulfiDment nor compliance with the terms 
and proYisioaa hereof will con8ict with, or result in a breKh. of the· terms, conditiona or provisiona 
of, or constitute a default llllder, any qreement or illltr-t to which the Holder is now subject. 

9. That portion of the Senior Indebtedness evidenced by the Notes is intended to be construed 
and ~ in accordlnce with the laws of the State of minois, and the Holder accordincly agrees 

1i, that the inltrwnent cantainins thae 1UbordiDatiC111. proTilioaa lball be comtrued and enforced in 
ll:COrdance with, and the richts o~ the~ thereto lball be p.emed by, the law of the State Of 
minoia. 

~;-

(I 
31 



• • t 
' 

• 
~1 

I I 

i 

• 

• 

• 

•0 
-~~ 

0 " 

• 

• 

\ 

i 
1 
; 

, 
~.' ~ 
{ 

., 

• 

EXHIBrr D 
Jaaior SllllardialMd lndeflled1 e11• of the Campany or any Subsidiary shall be nidenced by a note or 

adllr wdlllil dHpt!ain which WU CGDtaia l!lbllantially the followi .. proviliom: 

I. The paymeat of llllJ and Ill Janior Subordinated lndebtedneu ii expreuly aubordinated to 
the atent 11111 in the manner let forth in parapph1 2 to 4, inclusive, hereof to Senior Indebtedness 
11111 Slaior S:ibonll•ted lnclebtedw. The term "Junior Subordinated Indebtedness" lhall mean 
..S iDcladl the prindpal of and intenlt on all liabilities of the Campany or any Sublidiary, or any 
0+1UN.tioa thlnof, to the holder ("Holder") of auch Junior Subordinated lndebtedneu, direct 
or ~ joint, --.i or inclepend.eat, - or hereafter exUtinc. due or to become due to, 
or held or to be held bf, the Holder, whether crated directly or acquired by uaipment or othmri11e. 
The tenll "Slaior Subordinated lndebtednaa" shall mean and include the principal of and interest 
on Ill lndtltedn111 of the Campany, or any Sublidiary, or any combination thereof, that ii 1Ub
orfinetwl to Senior Indebtedw but dllt ii not 1Ubordinated to Junior Subordinated lndebtedneu 
in _._,,with the prcwilionl hereof, direct or contincent. joint, leYeral or independent, -
or henafter exWi,., due OI' to ~ due, whether crated directly OI' acquired by Ulicnment 
or ocbel will. Tiie term "Senior lndelitect.1111" Wll w and include the principal of and premium, 
if any, and .innnlt on ali lndebtedn 11 of the Campany OI' any Sublidiary, other than Senior Sub
ocdin•W Ind '••I 1 dllt ii not IUbordilllled in accorduKe with the provisions hereof, direct or 
ointin}t Joint, ..,ri or independe'iit, - or herafter existJnc, due or to become due, whether 
a .., dinctly or. cqaired bf wic•mwnt or othmrile includi,., without limitinc the senen!it, 
of the fw;pilc, 111 lndebtedneu of the Campany or any Sublidiary for principal of and interest on 
the NOllll 1'-1 UDder and purmnt to the pro'riliont of the .Note Aaaeemeut (the ''Aareement") 
dated Allplt 31, 1978, betwwa the Campany and The Prudential lmurance Coll)puy of America 
(iDclUdmc ea• mu, .-wala and refundinp thereof, whether or not the principal amount ii 
~). ' 

2. U ~.an - an E'ftilt of Default or Default, u defined in Section 10 of the Agree
-c. then, unlai and anti! 111ch Eftftt of Default or Defauk shall have been cured, or unless and 
until Senior lndebwl .111 and Senior Sutiordinated lndebtedneu shall be paid in full, the Holder 
will not nc:ehe OI' -sit any paynat ·from the Coanpuy in respect of Junior Subordinated 

I ludelitedn ... 

3. In the eftllt that the Holder lhall receive any payment on Junior Subordinated lndebtedneu 
11hich the Holder is nat entitled to aeceive under the proYitiona of the foreaoinc puacraph 2, he wiU 
hold Ill)' ._... IO Neeiwed in tnut (or the benefit of the owner or owners of the Senior Indebted· 
-and wil loatbwith tam cmr.auch.pa,-t to the owner or ownen therecii in the. form nceived, 
tlO be lftitied. &nt °":.Senior lnclelltelne11 and therafter on Senior Subordinated Indebtedness. 

4. Jn the e'ftllt of uy liquidation, dil10lution or otheri. windinc up of the Company or any 
Sublidiuy, or in the event of aaiy aeceivenhip, inlolvency, bullcruptcy, Ulipment for the benefit 
of crtdieora, norpniatioa or anaapneat with aediton, whether or not punuant to bankraplq 

«laWI, Ille of.al or IUllltanrially all of the web or any other nmnballinr of the weta and liabilities 
of the Caanpuy or Ill)' Sublidlaay, (i) Senior lndell«edNH and Senior Subordinated Indriltedneu 
"111111 Int lie .-Id in full llefoae the Holder lball be entitled to nc:ehe any moaeya, diYidencb or other 

,, UMll la Ill)' pc a .r,., and (ii) the Halder wiD at the requat of the owner or ownen of a aajority 
of die pciuclpil arz mt of the Senior In1elit"- file Ill)' claim, proof cl claim or other imtrumcnt 
of lilllilar clllnctllr n1 c =ry to mlon:e .the obliptioaa of the Campany or any Sub&idiary in nmpect 
of Jllnlor S"'1lol Hiwted lndebfel 111 and wiD hold ·in trait (or the OWDer or owners of the Senior 
I d ' 1 ' ..i pay over to the owner or owners thenlllf, in the form aeceiftd, to be applied fint 
oa 5aar In ilelreetm 111, Ill)' and .. _,., dhldrnda or other weta aeceiftd in Ill)' mch pr 0 d Hae 

•AD - ....... - - ...... la .. ,,_ Ac• I ..._ Worlil Boak ~ hie. 11111 Tiii 
Pa t ,.., •- , c 1, , of.A 1ca ..... A..- 11. am an.... · 1• u .. forda 1a ..w Ac• eL 
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Oil -t of Junior Subordirialed Indebtedness, unless and until Senior Indebtedness shall be paid 
in fuD. Ia tbe event that tbe ijolder shall fail to take such adion 90 requested, a representative 
daipated for such purpose by tbe owner or owners of a majority of the outstanding principal 
-t of tbe Senior Indebtedness may, as attorney-in-fact for the Holder, take such action on behalf 
of tbe Holder, and the Holder hereby appoints such representative as attorney-in-fact for the Holder 
to demand, sue for,''collect and receive any and all such moneys, dividends or other assets and gh·e 
acquittance therefor and to file any claim, proof of claim or other instrument of similar character 
llld to take such other action (including acceptance or rejection of any plan of reorganization or 
arranpmem) in the name of the owner or owners of the Senior Indebtedness or in the name of the 

· Holder, ~ such representative may deem necessary or advisable for the enforcement of these 
IU~rdi:iiltioa provisions ; and the Holder will, upon request, execute and deliver to such represent:i-

/Dye--such other and further powers of attorney or olher instruments as such representative may 
/'' request in order to accomplish the forqoing. 

1
1 

S. The owner or owners of the Senior Indebtedness and Senior Subb'rdinate<I Indebtedness 
-y, 1espa:tively, at any time and frolll,time to time, without the consent of or notice to 1~he Holder, 
with1iut incurring responsibility to the Holder. and \\ithout impairing or relasing any rights oi 
lllCh owner or owners, or any of the obligatioai of the Hokier under these subordination pro,·isions : 

(a) Change the amount."manner, place or terms of payment or change or extend the time 
of ~ymeat of or renew or alter Senior Indct>tedn'" and Senior Subordinated Indebtedness or 
amend the Acreement or any other agreement relating to the issuance of an~· Senior Indebtedness 
and Senior Subordinated Indebtedness in any manner or enter into or amend in nny manner 

, any other agreement relating to Senior Indebtedness and Senior Subordinattd Indebtednes>; 

(b) Se\!, e.uhance. release or othmvise deal with any property by whom!!OC\'er at any time 
pledged or mortg:iced to secure. or howsoever securing, Senior Indebtedness and Senior 
Subordinated Indebtedness: , 

(c) Release an~'One liable in any manner for the pa~111a1t Gr collection of Senior Indebted· 
ness and ~nior Subordinated Indebtedness: 

(d) Exerase or refrain frolll exen:isinc any ripts against the Company. any Subsidiary, 
or any other PertiClft (including the Holder) ; and 

(e) Apply any sums by whomtOever paid or however realized to Senior Indebtedness and 
Senior Subordinated Indebtedness. 

6. Notlc~ of acceptanw of the agreement contained herein is hereby wah·l!d. 

7. The Holder will cau~e all Junior Subordinated Indebtedness to be evidenced b}· a note or 
other instrument which shnll bear upon its face a statement or legend to the effect that such note or 
other instrument is subordinated to Senior Indebtedness and Senior Subordinated Indebtedness in 
the manner and to the extent set forth herein, and' will mark iu books to show that the Junior 
Subordinated Indebtedness is so subordinated to Senior Indebtedness and Senior Subordinat<-d 
Iitdebtedneu. 

8. The Holder represents and warrants that neither t~ e.'Cecution nor delivery of the instru· 
meat containing thele subordination pl'Ovi1ions. nor fulfillment nor compliance with the terms. 
and pnwiliolll heftof will. conflict with, or result in a breach of the terma, conditions or pt"Ovisioas 
of, Or constitute a default under, any acreeil1ent or in1truwent to whjch the Holder i1 now subject. 

9. That poftion of the Senior Indebtedness evidenced by the ~otes .. is intended to be 
mmtnled and enforced in KCOrdance with the laws of the State of Illinoia, and the Holder 

" 1CCOrdlncl1 acnes that the instrument c:ontainiac these subordination provisions shall be construed 
and mfaracl in ICCOrdance with, lild the ript.s of the parties thereto 1hall be caverned by. the 
lllw of tbe State of minoia. 
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WORLD BOOK FINANCE, INC. 
Merchandise Plaza 

Chicago, Illinois 60654 

(Conformed) 

Dated: June 30, 1981 
The Prudential Insurance Company 

Of Aaerica 
Prudential Plaza 
Newark, Hew Jersey 07101 

Attentions Vice President in Charge of 
the Corporate Finance Department 

Q 

Gentl•ens 

In connect~on with the execution of a Note Agree

aent between You and the undersigned, World Book Finance, 

Inc., a Delaware corporation (the •company•), of even date 

herewith, we hereby request that the Note Agreement between ... 
"' you and the Company, dated August 31, 1978 (the •1979 Note 

Agre .. ent•) be amended in the m~nner set forth below. 

'All capitalized terms used herein and not otherwise defined 

shall have the meanings assigned in the 1978 Note Agreement. 

The amendments to the 1978 Note Agreement are 

as followas 

(a) Delete paragraph 4 in its entirety and insert 
in lieu thereof the followings 

and 

4. Prepayments. The Rote shall ti!! subject to 
prepayment with respect to the required p~epaymenta 
specified in paragraph 4A and also under the circum
stances set forth in paragraphs 48 to 4D, inclusive, 
and 61(4). 

(b) Delete clau~e (i) of paragraph 4D in i ta entirety 
insert in lieu thereof the following: 

·~ 

(i) such declining receivables are the result 
of tl'ansactions .in the noraal course of business, 

• 
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occur for reasons beyond the control of the Company, 
any Subsidiary, S ' F and its Affiliates, and are 
not undertaken by the Company or any Subsidiary with 
the primary intention of facilitating prepayment pur
suant to this paragraph 4D, 

(e) Delete paragraphs 5A(i), (iii) and (iv) in their 
entirety and insert in lieu thereof the following: 

(i) as soon as practicable and in any event 
within 45 days after the end of each quarterly period 
(other than the last quarterly period) in each fiscal 
year, a consolidated and consolidating statement of 
income and consolidated statement of changes in finan
cial position of the Company and its Subsidiaries 
for the period from the beginning of the current fiscal 
year to the end of such quarterly period, and a con
solidated and consolidating balance sheet of the Company 
and its Subsidiaries as at the end of such quarterly 
period, setting forth in each ease in comparative 
form figures for the corresponding period in the pre
ceding fiscal year, all in reasonable detail and certi
fied by an authorized f inaneial officer of the Company, 
subject to changes resulting from year-end adjustmentsi 

(iii) as soon as practicable and in any event 
within 45 days after the end of each quarterly period 
(other than the last quarterly period) in each fiscal 
year, a consolidated and consolidating statement of 
income and consolidated statement of changes in finan
cial position of s ' F and its subsidiaries for the 
period from the beginning of the current fiscal year 
to the end of such quarterly period, and a consolidated 
and consolidating balance sheet of S ' F and its sub
sidiaries as at the end of su7n quarterly period, 
setting forth in each ease ~I\ comparative form figures 
for the corresponding period in the pre~eding f iseal 
year, all in reasonable detail, consistent with the 
practices and procedures applied in preparation of 
the interim financial statements of S ' F referred 
to in paragraph BB, and certified by an authorized 
fi'haneial officer of s ' F, subject to changes resulting 
from year-end adjustmentsJ 

(iv) as soon as practicable and in any event 
within 90 days after the end of each fiscal year, 
a consolidating and consolidated statement of income 
and consolidated statement of changes in financial 
position of s •·F and its subsidiaries for such year, 
and a consolidating and consolidated balance sheet 
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of s • F and its subsidiaries as at the end of such 
year, setting forth in each case in comparative form 
corresponding consolidated figures from the preceding 
annual"audit, all in reasonable detail, consistent 
with the practices and procedures applied in preparation 
of the annual financial statements of s • F referred 
to in paragraph BB, and, as to the consolidated state
ments, certified to S • F by independent public account
ants of recognized standing selected by s • F, which 
certificate ahall be based upon an examination made 
in accordance with generally accepted auditing stand
ards: 

(d) Delete the portion of paragraph SA which begins 
with the wprds •Together with each delivery ••• • in its 
entirety and insert in lieu thereof the following: 

Together with each deli.very of financial statements 
required by clause (i) above, the Company will deliver 
to you an Officer's Certificate stating that the methods 
applied by the Company and its Subsidiaries for determin
ing unearned finance charges, if any, and establish,ing 
the adequacy of reserves for bad debts and contract 
reserves conform to generally accepted accounting 
principles, and. that, on the .basis of past experience 
of the Company and its Subsidiaries, the reserves 
for bad debts and contract reserves contained in the 
balance sheet as at the end of such fiscal period 
are adequate. Together with each delivery of financial. 
statements required by clauses (i) and (ii) above, 
the company will deliver to you an Officer's Certificate 
setting forth (except to the extent specifically set 
forth in such financial statements) the aggregate 
amount of interest accrued on Indebtedness of the 

··Company and Subsidiaries (if any) during the fiscal 
period covered by such financial statements, the aggre
gate amounts of depreciation on physical property 
charged on the books of the Company and Subsidiaries 
(if any) during such fiscal period, the amount of 
Receivables, Net Eligible Receivables, Adjusted Net 

'Worth, Senior Indebtedness, Senior Subordinated Indebted
ness, and Junior Subordinated Indebtedness of the 
Company and its ·Subsidiaries as of the end of such 
fiscal period, the aggregate amount which banks shall 
have agreed to lend the Company and its Subsidiaries 
under established lines of credit or revolving credits, 
and the amounts borrowed thereunder, as of the end 
of such fiscal period, and the aggregate amount of 
Fixed Charges of the Company and its Subsidiaries 
for such fiscal period, and stating that there exists 



" 

no Event of Default or Default, or, . if any such Event 
of Default.. or Default exists, specifying the nature 
thereof, the period of existence thereof and what 
action the Company proposes to take with respect thereto. 
Together with each delivery of financial statements 
required by clause (ii) above, the Company will deliver 
to you a certificate of said accountants stating that 
they have examined the methods applied by the Company 
and its Subsidiaries for establishing the adequacy 
of the reserves for bad debts, contract reserves and 
distributor reserves and in their opinion such methods 
conform to generally accepted accounting principles 
and, on the basis of past experience of the Company 
and its Subsidiaries the dis.tributor reserve and reserve 
for bad debts and contract reserves contained in the 
balance sheet as at the end of such fiscal year are 
reasonable,.and that in making the audit necessary 
to the certification of such financial statements, 
they have obtained no knowledge of any Event of Default 
or Default, or, if any such Event of Default or Default 
exists, specifying the nature and period of existence 
thereof. The Company also covenants that forthwith 
upon the President or chief financial officer of the 
Company obtaining knowledge of an Event of Default 
or Default under this Agreement, it will deliver to 
you an Officer's Certificate specifying the nature 
thereof, the period of e,xi.stence thereof, and what 
action the Company proposes to take with respect thereto. 
You are hereby authorized to deliver a copy of any 
financial statement delivered to you pursuant to this 
paragraph SA to any regulatory body having jurisdiction 

270 

over you. · ·=~~. 

(e) Delete paragraph 68(1) in its entire.ty and insert 
in lieu thereof the following: 

68(1) Net Eligible Assets -- Net Eligible Assets 
to be less than 110\ of total Indebtedness of the 
Company and its Subsidiaries on a consolidated basis 
less the aggregate of Senior Subordinated Indebtedness 
and Junior Subordinated Indebtedness held by WBCI 
and s • I'. 

(f) Delete paragraph 6C (2) U) in its entirety and 
insert in lieu thereof the following: 

' . 

U) Senior Indebtedness of the Company, including 
Senior lndebted.ness represented by the Notes, the 
Kirby Note, the Revolving Notes, and the Bank Note, 
provided that at all tiaes the aggregateoutstanding 

(~\ 
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principal amount of Senior Indebtedness shall not 
exceed 400\ of Capital Base1 

(g) The last line of paragraph 6C(2) (iv) shall be 
amended to read • ••• shall be not more than 30 days overdue1 
and• 

(h) Delete par.agraph 6C (3) (i) in its entirety and 
insert in lieu thereof the following: 

(i.) make or permit to remain outstanding loans 
or advances to any Subsidiary, or own, purchase or 
acquire stock of a Subsidiary1 

(i) Delete paragraph 6C(8) in its entirety and insert 
in lieu thereof the following: 

6C(8) S.ale ·or Discount of Receivables -- Sell 
with recourse, or discount or otherwise sell for less 
than the face value thereof, any notes or accounts 
receivable of the Company or any Subsidiary, except 
that notes or accounts receivable tha.t were originally 
acquired by, the Company or l!nY of its Subsidiaries 
at less than the face value thereof may be sold (without 
recourse) or discounted at a net cash price to the 
Company or its Subsidiary not less than the original 
net cost thereof to the Company or its Subsidiary. 

(j) Delete paragraph 6C(9),(il in it~ entirety and 
insert in lieu thereof the following: '·· 

Ci 

(i) any contract providing for the making of 
loans, advances or capital contributions to any Person 
other than a Subsidiary, or for the purchase of any 
property from any Person, in each case in order to 
enable such Person to maintain working capital, net 
worth or any other balance sheet condition or to pay 
debts, dividends or expenses, except that the Company 
may perform its obligations under the. Operating Agree
ment and the Company and United may enter into and 
perform their respective obligations under, and United 
may engage in the business contemplated by, the Kirby 
Operating Agreement1 

.. (k) Delete paragraph 6C (9) (v) in its entirety and 
substitute in lieu thereof the following: 

(v) any other CQntract which, in economic effect, 
is substantially equivalent to a guarantee, except 
as permitted by c.lause (iii) or (,iv) of Paragraph 
fiC(l). ' . 

-s-
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(1) Delete paragraph 6C ( 11) in its entirety and insert 
"'in lieu thereof the following: 

6C(ll) Biisiness Activities -- Engag~1 in any 
type of business other than ,.<i> the purchase of Receiv
ables by the Company pursuan\: to the Operating Agree
ment, and (ii) the purchase and collection of Receiv
ables by United as contemplated by the Kirby Operating 
Agreement. 

(m) Delete pa~agraph 6D in its entirety and insert 
in lieu thereof the.following: 

-s 
6D. Issuance of Stock. The Company covenants 

that it will not (either directly, or indirectly by 
~he issuanc~ of rights. or options for, or securities 
convertible into, s.uch shares) (i) permit any Subsidi
ary to issue, sell or otherwise dispose of any shares 
qf any class of stock of such Subsidiary (other than 
directors' qualifying shares) except to the Company 
or to a Subsidiary, or (ii) issue, sell, otherwise 
dispose of, or permit the transfer or registration 
of transfer of any shares of any class of stock of 
the Company to, any Person other than S ' F, WBCI, 
or, pursuant to the Operating Agreement or the Kirby 
Operating Agreement, Encyclopedia. ,, 

(n) Delete in its entirety clause (i) of paragraph 7 
~Jtd insert in lieu thereof the following: 

(i) the Company defaults in the payment of any 
principal•of any Notes or of any Kirby Note when the 
eameoshall become caue, either by th1! terms thereof 
or otherwise as herein provided, · 

(o) "'-Delete "(iv)" in line 19 of paragraph 7 and insert 
in lieu thereof "(vi)•. 

,_.,., 

(p) Delete in its entirety clause (viii) of paragraph 7 
and insert in lieu thereof the following: 

(viii) an9 order for relief, judgment or decree 
is entered against the Company or any Subsidiary under 
bankruptcy or insolvency laws: 

(q) Delete "1878". in line 6 of paragraph SB and 
insert in lieu thereof "1978,". 

(r) De let;~ paragraph lOL in, its entirety a~_!! insert 
in l'ieu thereof' the following: 

11 
I, 
\\ 
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lOL. •Receivables•. of any Person .shall mean 
any·· right to receive payment in United States. or Canad
ian currency arising out of the retail sale in .. the 
ordinary course of business of encyclopediae, other 
reference and topical works, other publications and 
other c.onaumer items sold by WBCI or Encyclopedia, 
or arising out of the retail sale by distributors 
or dealers in the ordinary course of business of con
sumer floor care and related products manufactured 
and/or distributed at wholesale by the Kirby Division 
of S. ' r, including all interests in or arising under, 
any conditional sales agreement, chattel mortgage, 
promissory note, lease, chattel paper, retail install
ment contract, cre.dit sale contract, lien contract, 
security agreement, security interest or lien evidencing 
or securing such right to receive pay'ment, including 
the right to receive or retain any interest on or 
finance charge in respect of the principal amount 
of such payment, but only to the extent.that (i) the 
Company shall be entitled to su~h interest or finance 
charge, or part thereof, pursuant to the provisions 
of the last sentence of paragraph 9A of the Operating 
Agreement, or (ii) United. shall be entitled to such 
interest or finance charge as the holder of a Receiv
abl1t. 

<•> Delete paragraph lOM in its entirety and in.11ert 
in lieu thereof the following: 

lOM. •Net Eligible Receivables• shall mean the 
gross amount of Receivables owned by the Company and 
its. Subsidiaries., leas: (i) unearned finance charges1 
(ii) the greater of (a)· reserves for uncollectible 
accounts of the Company, including the Contract.Reserve 
Account referred to in the Operating Agreement,·or 
(b) the sum of Receivables owned by .the Company, on 
which 9ne full installment payment has not been received 
wi,thin the 180 days immediately preceding any calcu
lation under this paragraph and, without duplication, 
the aggregate amount of Receivables owned by the Company 
that have.been placed with attorneys or collection 
agencies for collection, all determine~ in accordance 
!1th good accounting practice1 (iii) the excess of 

··the aggrega.te pi; incipal amount of loans and advances 
outstanding pursuant to paragraph 6C(3)(v) over 5\ 
of Con1olidated Stockholders.' Equity1 and (iv) reserves 
for uncollec.tible accounts of Subsidiaries, including 
the Bad Debt Reserve Account refer.red to in the Kirby 
Operating Agreement. 

~ 
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(t) Delete paragraph 100 in its entirety and insert 
in lieu thereof the following: 

100. •Adjusted Net Worth• shall mean the sum 
of all capital stock, capital surplus, .and retained 
earnings, leas (i) treasury stock1 (ii) intangibles 
(including goodwill, deferred charges, prepaid expenses, 
and unamortized debt expense) 1 (iii) the excess of 
Receivables of the Company and Subsidiaries originating 
outsid~ the United States, United States possessions, 
and Canad~ over 10t of the gross amount of Receivables 
of the Company and Subsidiaries1 (iv) the excess of 
Receivables maturing in more than 36 months over 25t 
of the gross amount of Receivables of the Company 
and Subaidiaries1 (v) any Receivable maturing in more 
than 60 months unless the. Company or a Subsidiary 
baa full, recourse against the seller with respect 
to the payment thereof1 and (vi) the. excess of the 
aggregate principal amount of loans and advances out
standing pursuant to ~ragraph 6C(3) (v) over St of 
Consolidated ~tockholdera• Equity. 

(u) Delete paragraph lOP in its entirety ,and insert 
in lieu thereof the following: 

lOP. •capit~l Base• shall mean the sum of Adjusted 
Net Worth plus Senior Subordinated I,ndebtedness plus 
Junior subordinated Indebtednea.s of the Company. 

\) 

" (v) Delete 'paragraph lOS in its entirety and insert 
in lieu thereof the following: 

lOS. •Enterprises• or •Encylopedia• shall mean 
World Book Enterprises, Inc. .(formerly World Book 
Encyclopedia, Inc.), a Delaware corporation and a, 
wholly-owned subsidiary of WBCI • 

(w) Delete paragraph lOU and insert in lieu thereof 
the following: 

lOU. •consolidated ~et Earnings Available for 
Fixed Charges• shall mean consolidated net income 
of the'Company and its subsidiaries aa determined 
by generally accepted accounting pri.nciples, with 
the following adjustment'!: (to the extent such items 
have not already been taken lnto account in calculating 
net income) 1 

(i) all operating and maintenance expenses, taxes 
other than taxes on or measured by income, and deprecia
tion shall be dedupted in determining net income1 

-a-
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(ii) all extraordinary, nonrecurring items of 
income shall be excluded in determining net incomei 

(iii) all extraordinary nonrecurring items of 
,expense shall be deducted in determining net incomei 

(iv) Fixed. Charges shall not be deducted in deter
mini~g net incomei and 

'.'• 

(v) any cash payment required to be made for 
any fiscal quarter. during the same fiscal year pursuant 
to paragraph 3 of the Operating Agreement or paragraph 
5 of the Kirby Operating Agreement, provided that 
such payment is made within the time period provided 
therein, shall be aaded to net income for .such fiscal 
quarter. ·~· 

(x) Section 10 shall be amended by addition of the 
following: 

lOW. •united• shall mean United Retail Finance 
Company, a Delaware corporation and. a wholly-owned 
Subsidiary 9f the Company. 

lOX. •Revolving Loan Agreement• shall mean the 
revolving loan agreement between the Company and The 
First National Bank of Chicago, in!),ividually and as 
agent, dated as of November 29, 19¥8 and •Revolving 
Notes• shall mean the notes issued thereunder. 

lOY. •operating Agreement~ shall mean the Operating 
Agreement among the Company, WBCI, Encyclopedia and 
s • F, dated as of August 31, 1978. 

lOZ. •Kirby Note• shall mean the note issued 
,pursuant to the Note Agreement between the Company 
and you dated June 30, 1981. 

lOAA. •xirby Operating Agreement• shall mean 
the operating agreement among the Company, WBCI, Enter
prises, S • F and United, dated a1:1 of June30, 1981. ,_, 

(y) The reference to •paragraph a1• contained in 
paragraph 118 shall be dele,ted and •paragraph BG• shall 
be inserted in lieu thereof. ,, 

If you are in agreement with the foregoing amend-

ments, please sign the.form of acceptance 'on the enclosed 

-9-
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counterpart of this letter and return the same to the under

signed, whereupon such amendments shall become effective. c 

Very truly yo1frs, 

WORLD BOOK FINANCE, INC. 

By /s/ GRANT C. MALCHOW 
President 

T~e foregoing Agreement J is hereby accepted as of 
~ June 30, 1981. 

THE PRUDENTIAL INSURANCE COMPANY 
OF AMERICA 

By /s/ RAYMOND A. ~cHARLES 
--Vice President 

Q, 
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WORLD BOOK FINANCE, INC. 

$25,000,000 

14.7,,.; NOTE DUE JUNE 30, 1989 

Note Agreement 
WITH 

THE Pl\UDENTIAL INSURANCE COMPANY 

OF AMERICA 

Dated: June 30, 1981 
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WORLD BOOK FINANCE, INC. 
Merchandise Man Plaza 
Chicago, Illinois 60654 

Tiii: PauoanuL INBUllANCE CoMPAN\" or ANt111cA 
PrUdential Pluii 
Newark, New J-y 07101 

AUmlion: Viet Pnlitlmt in .Cllorgt of I~ Corporalt finonct Drparlmml 

Gentlemen: 

June 30, 1981 

)--; 
The undersigned, World Book Finance, Inc., a Delaware corporatioii.c(heteln called the "Com

pany"), hereby agrees with you as follows: 

SlicnoN l. lllUE OF Non 

1 • .hllllrlutlla II 1- el Nete. The Company will authorize the issue of its promi11SOry note 
(herein, topther, with any notes iuued hereunder

0 
in substitution therefor, called the "Note" or 

"Notes") in the principal amount of $25,000,000, to be dated the date of issue thereof, to mature June 
30, 11189, to bear interetit on the unpaid balance thereof from the date thereof until the principal 
thereof ahall become due and payable at the rate of 14.753 per annum, and to be substantially in the 
form of Edlihit A hereto attached. 

8Bt'rloN Z. Pl1RaWE AND SAU: OF Non 

z. Pwcllue ... Sale el Niie. Subject to the terms and conditions herein set forth, the Company 
hereby .. agreea to sell to you and you agree to purchase from the Company a Note, registered in your 
name, in the" principal, amount of $25,000,000, at 100% of such principal amount. The Company will 
deliver the Note to you at the offices of Schiff Hardin A Waite, Chicago, lllinoisragainst payment of 
the purchase price thereof by delivery er your check in Chicago Clearing House funds, or at your 
option, by credit to the Company's account at The First National Bank of Chicago (Account #59-
15155) or auch other account in the United States as the Company may designate to you in writing, 
on the date of cloeing, which shall be June 30, 1981, or such earlier date as the Company shall 
designate to you by not less than 5 days' notice in writing. 

SBcnoN s. CONDmoNs 

I. c.MIU... ef Chllq. Your obligation ro purchue and pay for the Note is subject to the 
satisfaction, on or before the date of closing, of the following conditions: 

3A. Oplalom el PucUler'a Special C-1. You shall have received from Schiff Hardin & 
Waite, who are acting as special counsel for you in connection with this transaction, a favorable 
opinion aatiifactory to you as to: (i) the due organization, existence and good_,.standing of the 
Company; (ii) the due authorizati.on (including any consent of shareholden required by law or by the 
charter or by-laws of the Company), execution and delivery by the Company and the validity of this 
Agreement, .the Note and the Kirby Operating Agreement (hereinafter defined); (iii) the absence of 
any require'rnent to register the Note under the .Federal Securities Act of 1933, as amended; and (iv) 
such other matten incident to the matten herein c~mtemplated as you may reasonably request, 
including the form of all papen and the validity of all pl'Ol.-eedings . . 
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3B. o,talea el c.mpuy'a C-1. You shall have received from Jones, Day, Reavis & Pogue, 
C011111el for the Company, a favorable opinion aatisfactory to you and your special cou111el 11 to the 
matters epeci6ed in claUHS (i), (ii), (iii) and (iv) of paragraph 3A and as to: (i) the due organization, 
existence and good atanding of each Subeidiary; (ii) the corporate power of the Company and each 
Subaidiary to carry on their reepective buain- u then being conducted; (iii) the due qualification 
of the Company snd each Subeidiary u a foreign corporation to tranaact buain- and ita existence in 
good a~ng in lllinoil, which ia the only jurisdiction in which the ownership of property or the 
nature of the buaineu tranaacted by it makes such qualification neceuary; and (iv) the execution and 
delivery of the Kirby Operating Agreem~nt, thia Agreement and the Note, the offering, iuuance and 
..i. of the Note and fulfillment of and compliance with the respective provisio1111 hereof and thereof 
not oonfticting with, or resulting in a breach of the terms, conditions or provisions of, or constituting a 
default under; or resulting in any violation of, or resulting in the creation of any Lien upon any of the 
properties or -ti of S A F, WBCI, the Company or any Subeiiliary pursuant to, or requiring any 
authorisation, co111ent, approval, exemption or other action by or any notice to or 6li11g with any 
court or administrative or governmental body (other than routine filings after the date of such opinion 
with the Securities and Exchange Commission or state Blue Sky authorities) pursuant to, the charter 
or by-law1 of S A F, WBCI, the Company or any Subeidiary, any applicable law (including any 
-urities or Blue Sky law), 1tatute, rule or regulation or (illllOfar as ia known to such counsel after 
having made due inquiry with respect thereto) any agreement, instrument, order, judgment or decree 
to which S A: F, WBCI, the Company or any Subeidiary is subject. 

3C. llell'Healatlw ... Warrutles; Ne Defalllt. The representations and warranties contained 
in Section 8 shall be true on and as of the date of closing, except to the extent of changes caused' by 
the tranaactions herein contemplated; there shall exist on the date of closing no Event of Default or 
Default; and the Company shall have delivered to you an Officer's Certificate, dated the date of 
clDling, to both such effects. 

(:-,. 

"aD. A-laall' Letten. The Company shall have delivered to you letters from the independent 
public accountants named iC'Paragraph 8B, addreased to you, stating that such certifying firm has 
reviewed the provision for Federal and State income taxes of S It F and the Company contained in 
the respective financial statements furnished to you pursuant to paragraph 88, and that, in the 
opinion of such firm, the consolidated balance sheet included in such financial statements includes 
r~nably adequate provision for all unpaid Federal and State income taxes for the fiscal year then 
moat recently ended and for all fiscal years ended prior thereto which have not been examined and 
reported on by the taxing authorities or cloaed hy applicable statute. 

3E. Pvdue Permitted by Appllcabl~ Laws. The purchase of and payment for the Note to be 
purchased by you on the date of closing cm the terms and conditions herein provided (including the 
use of the proceeds of the Note by the Company) shall not be prohibited by any applicable law or 
governmental regulation (including, without limitation, Regulations G, T and X of the Board of 
Governors of the Federal Reserve System) and shall not subject you to any tax, penalty, liability or 
other onerous condition under or pursuant to any applicable law or governmental regulation relating 
to the extension of credit, and you shall have received such certificates or other evidence as you may 
request to establish compliance with this condition. 

3F. Pnc:eedJllp. All corporate and other proceedings taken or to be taken in connection with the 
transactions contemplated hereby and all documents incident thereto shall be satisfactory in 
substance and form to you and your special counsel, and you and your special counsel shall have 
received all such counterpart originals or certified or other copies of such documents as you or they 
may reasonably request. 

3G. Operatlq Apeemeall. (a) The Company shall have entered into an operating agreemen~ 
(the "Kirby Operating Agreement"), substantially in the form of Exhibit B attached hereto, wit,~, 
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WBCI, Encerpn-, United and S 6 F, and (b) the Company and the other parties thereto shall have 
enteNd into an ~dment to the Fin.t Operating Agreement, 1ubetantially in the form previously 
furniahed to you. \ 

38 .... i- Alr•••ll. The Company ahall have entered into modifications of the Bank 
Loan Asreement and Revolving Loan .Agreement, 1ubstantially in the form previoualy furnished to 
you. 

31. IAaer· Aare••••t. The Company lhall have delivered to you a letter agreement from S & F, 
Enterp"- and WBCI 1ubatantially in the form previoualy furnilhed to you. 

llJ. C..puy Neta Apeemat. The Company uall have entered into a modification of the Note 
Agreement between the Company and you, dated u of August 31, 1978, which modification shall be in 
form and aubstance aatWactory to you. 

3K. S 6 F Nece Apeem•t. S 6 F shall have entere& into a modification of the Note Agreement 
between S A F and you, dated u .. of Auguat 31, 1978, in form and aubstance satisfactory to you. 

3L. Capitallladlm. The aggregate amount of the common equity of the Company shall be not 
1- than 126,000,000. 

SllCnON t. l'Ui'AYMDi'TS 

t. Plepm,_11. The Note shall be subject to prepayment with respect to the required 
prepayments specified in paragraph •A and also under the circumstances set forth in paragraphs 48 
and 68( 4 ). •· 

4A. lle(lllrd Pre,aymnll. On June 30, 1985 and on June 30 in each year thereafter until the 
Note shall be paid in full, the Company shall apply to the prepayment of the Note, without premium, 
the sum of $6,000,000, and such principal amounts of the Note, together with interest thereon to the 
prepayment dates, 1hall become due on such prepayment dates. 

48. Oplilll1l Pre,ay-t; ~u.i., Rec:elv•les. In the event that, at the end of three successive 
calendar months, the aggregate amount of Net Eligible Receivables owned by the Company and its 
Subsidiaries shall have averaged for said three-month period 66~% or less of the highest average 
amount thereof outstanding at the end of any three auccessive calendar months after November 30, 
1980, the Company may prepay the principal amount of the Note then ,outstanding, in whole or from 
time to time in part (i!J multiples of SUJ0,000), by payment of the following applicable i.-ercentage of 
the principal amount so prepaid together with interest thereon accrued to the date or prepayment: 

If prepaid during the 12 months' period ending June 30, 

Year 

1982 ............... . 
1983 ............... . 
1984 ............... . 
1985 ............... . 

Pel'ff•ta1e 
efPrlael .. I 

109.44 
108.Sil 
108.33 
107.78 

} Yen 

1986 ............... . 
1987 ............... . 
1988 ............... . 
1989 ............... . 

Pel'ffata1e 
el Prlaelpal 

107.22 
106.67 
106.11 
1()5.56; 

provided, however, that the Company may not make prepayment of the Note pursuant to this 
paragraph 48 unless (i) such declining receivables are the result of transactions in the normal course 

3 



or buai-. ciecur for nuona beyond the control of the Company, any !lubsidiary, S & F and its 
Alllliatel, and an°hot undertallen by the Company or any Subsidiary with the pnmary intention or 
faeilltati111 prepayment punuant to thia paragraph 4B, (ii) 1uch prepayment is not being made as a 
part of a refliDding or anticipated refunding by the application, directly or indirectly, of borrowed 
fundl, (iii) the Company ahall bave given notice punuant to paragraph 4C within 30 days after the 
end of 1uch three aueceuive calendar montha or itl intention to prepay the Note, (iv) aubstantially 
aimultan-.ly with the prepayment of the Note the Company ahall bave made a prepayment of all 
other Indebted- aubjec:t to prepayment (with or without. premium or penalty), in the prlhcipal 
-ount which beara the aame ratio to the unpaid principal amount or 1uch other lndebted11eaa aa the 
prinCipal -ount of the prepayment then being m~e under this paragraph 4B bean to the '~gregate 
un~ principal -t of the Note, and (v) the Company aha!! have deliveted to you an Officer's . 
certifte&te to all auch e«ecta and •tting forth in reuonable detail the eomputationa evidencing 
eomplianoe with the foregoing provilion1 of thia paragraph 4B. Any prepayment mad~ pursuant to 
thi1 JIUAlr&Ph 4B aha!! be applied in anticipation of and aatisfaction of the prepayments required to 
be made by the proviliona or paragraph 4A in ;.lie inverse order or their maturities. 

4C. Nelke ti .......,_._ The Comp&P,Y ahall give you written notice of each prepayment, 
other than prepaymentl punuant to paragraph 4A, not leu than 30 days prior to the prepayment 
date, 111:'.lCifying auch prepayment date and the principal amount of the Note to be prepaid on auch 
date, whereupon the principal amount of the Note specified in 1uch notice, together with interest 
thereon to the prepayment date and together with the premium, herein provided, ahall become due 
and payable on auch prepayment date. 

» 
5A. l'illud8J !laale-tl. The Company covenants· that, IO long aa you ahall hold or !>.! 

obligated to purcbaell any Note, it will deliver to you in duplicate 

(i) aa IOOn aa practicable il!ld i.n any event within, 45 days after the end of each quarterly 
period (other than the last •wa.rterly period) in each fiacal year, a con10lidated and consolidating 
1tatement of income and. consolidated statement of changes in financial position of the Company 
and its Subsidiariea for the period from the beginning of the current fiaeai•year to the end of such 
quarterly period, and a consolidated and consolidating balance sheet of the Company and its 
Subsidiaries aa at the end of su,ch quarterly period, eetting forth in each casein comparative.form 
figure& for the corresponding period in the preceding fiacal year, all in re&10nable detail and 
certified by an authorized financial officer of the Company, subject to changes resulting from 
year-end adjustments; 

" 
(ii) aa soon aa practicable and in •ny event within 90 daya after the end of each fiscal year, a 

con10lidating and consolidated statement of income and consolidated statement of changes in 
financial position or the Company and its Subsidiaries for such year, and a consolidating and 
consolidated balance sheet of the Company and its Subsidiaries is at the end of auch year, setting 

"forth in each case in comparative form corresponding con10lidated figures from the precedin,g 
annual audit, aU in reaaonable detail and aatisfactory in scope to you and, as to the consolidated 
statements, certified to the Company by independent public accountaltts of recognized standing 
.elected by the company whoae certificate shall be in scope and substance satisfactory to you; 

(iii) as soon aa practicable and in •any event within 45 days after the end of each quarterly 
period (other tba11 the last quarterly period) in each fiscal year, a co~solidated and consolidating 
statement of income and consolidated statement of changes in financial position of S & F and its 
subsid~ries for the period from the beginning of the current fiscal year to th.e end of auch 
quarterly period, and a consolidated and consolidating balance sheet of S &. F and its subsidiaries 
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ii 
aa at the end or such quarterly period, setting forth in each case in comparative form figures for 
the corresponding period in the preceding fiscal year, all in reasonable detail, consistent with the 
practic:ea and procedures applied in preparation or the interim financial statements or S & F 
referred to in paragraph SB, and certified by an authorized financial officer of S & F, subject to 
changes resulting from year-end adjustments; 

{iv) aa soon aa practicable and in any event within 90 days after the end or each fiscal year, 
a consolidating and consolidated statement or income and consolidated statement or changes in 
financial poaiti9n or S & F and its subsidiaries for such year, and a consolidating and 
consolidated balance sheet or S & F and its subsidiaries as at the end or such year, setting forth 
in each case in comparative form corresponding consolidated figures from the preceding annual 
audit, all in reasonable detail, consistent with the practices and procedures applied in preparation 
or the annual financial statements or S & F referred to in paragraph SB, and, as to the 
consolidated statements, certified to S & F by independent public accountants of recognized 
standirig selected by S & f, which certificate shall be based upon an examination made in 
accordance with generally accepted auditing standards; 

{v) promptly upon transmission thereof, copies or all registration statements (without 
exhibits) and all reports which it or any Subsidiary files with the Securities and Exchange 
Commission (or any governmental body or agency succeeding to the functions of the Securities 
and Exchange Commission); and 

(vi) with reasonable promptness and to the beat of its ability, such other financial data 
(including financial data with respect to S & F and its Affiliates) as you may reasonably request. 

Tog~ther with each delive~ of financial statements required by clause (i) above, the Company will 
delivl\r to you an Officer's Certificate stating that the methods applied by the Company and its 
Subsidiaries for determining unearned finance charges, if &,ny, and establishing the adequacy of 
reserves for bad debts and. contract reserves conform to generally accepted accounting principles, and 
that, on the basis of past experience of the Company and its Subsidiaries, .the reserves for bad debts 
and contract reserves contained in the balance sheet as at the end of such fiscal period are adequate. 
Together with .~h delivery of financial statements required by clauses (i) and (ii) above, the 
Company" will deliver to you an Officer's Certificate setting forth (except to the extent specifically set 
forth in such financial statements) the aggregate amount of interest accrued on Indebtedness of the 
Company jmd Subsidiarie8 (if any) during the fiscal period covered by such financial statements, the 
aggregate amounts of depreciation on physical property charged on the books of the Company and 
Subsidiaries (if any) during .c"uch fiscal period, the amount of Receivables, Net Eligible Receivables, 
Adjusted Net Worth, Senior Indebtedness, Senior Subordinated Indebtedness, and Junior 
Subordinated Indebtedness of the Company and its Subsidiaries as of the end of such fiscal period, the 
aggregate .amount which banks shall have agreed to lend the Company and its Subsidiaries under 
established lines of credit or revolving credits, and the amounts borrowed thereunder, as of the end of 
such fiscal period, and the aggregate amount of Fixed Charges of the Company and its Subsidiaries 
for such fiscal period, and stating that there exists no Eiient of Default or Default, or, if any such 
Event of Default or Default exists, specifying the nature thereof, the period of existence thereof and 
what action the Company proposes to take with respect thereto. Together with each delivery of 
financial statements required by clause (ii) above, the Company will deliver to you a certificate of said 
accountants stating that they have examined the methods applied by the Company and its 
Subsidiaries for establishing the adequacy of the reserves for bad debts, contract reserves and 
~istributor reserves and in their opinion such methods conform to generally accepted accounting 
:principles and, on the basis of past experience of the Company and its Subsidiaries the distributor 
reserve and reserve for bad debts and contract reserves contained in the balance sheet as at the end of 
such fiscal year are reas3nable, and that in making the audit necessary to the certification of such 
financial statements, they have obtained no knowledge of any Event of Default or Default, or, if any 
such Event of Default or Default exists, specifying the nature and period of existence thereof. The 
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Company also covenants that forthwith upon the President or chief financial officer of the Company 
obtaining knowledge of an Event of Default or Default under this Agreement, it will deliver to you an 
Otlicer'a Certificate specifying the nature thereof, the period of existence thereof, &nd what action the 
Company proJll*S to t..!\ke with respect thereto. You are hereby authorized to deliver a copy of any 
financial statement delivered to you pursuant to this paragraph SA to any regulatory body having 
jurisdiction over you. n 

SB. lnpeellom ef Pnpertl" The Company covenants that, so long as you shall hold or be obligat
ed to purchaall any Note, it will permit any Person designated by you in writing, ai your expense, to 
visit and inspect any of the properties of the Company and its Subsidiaries, to examine the corporate 
books and financial records of the Company and its Subsidiaries and make copies thereof or extracts 
therefrom and to discuas the aft'airs, finances and accounts of any such corporations with the principal 
officers of the Company, all at such reasonable times and as often as you may reasonably request. 

SC. 'Coveaut to Sl!eue Note 1'4..Uy.'
1
The Company covenants that, if it or any Subsidiary shall 

create or. asaumli any Lien upon any of its property or assets, whether now c'wned or hereafter 
acqui_red, other than Liens excepted by the provisions of paragraph 6C(l) (unless prior written consent 
to the cteation or assumption thereof shall have been obtained pursuant to paragraph 11 C), it will 

··make or eauae to be made effective provision whereby the Note will be secured by such Lien equally 
and ratably with any and all other Indebtedness thereby secured as long as any such other 
Indebtedness shall be so secured. 

l!P. Euforeemeat of Kirlly Operating Agreemeat, ete. The Company covenants that it will and 
will cauae United to (i) perform all of their respective obligations under the Kirby Operating 
Agreement, (ii) enforce the Kirby Operating Agreement against WBCI, Enterprises and S & F in 
accordance with its terms, (iii) not assign any of their respective rights thereunder, and (iv) not agree 
to terminate the Kirby Operating Agreement or to amend or modify any of the, terms or provisions 
thereof or waive any breach of any warranty or covenant contained therein, or consent to the 
assignment by any other party thereto of any of such other party's rights thereunder. 

SE. Per!.iCtloa of Rlglats la Reeelvalllea. The Company covenants that it will cause United to (i) 
undertake ~uch registration, filing and recording of Rece~vables purchased by United as may be 
necessary in order to perfect and preserve United's rights and interests therein and in any security 
therefor, and (ii) take such action as is appropriate in order to collect promptly such Receivables as 
they become due . 

SBcrlON I. NElGATIVE COVENANTS 

"' 6A. Plvldeacl Limltatloa. The Company covenants that it will not pay or declare any dividend on 
··any class of its stock at any time after the date hereof, or make any other distribution on account of 

any class of its stock, or redeem, purchase or otherwise acquire, directly or indirectly, any shares of its 
stock, or permit any Subsidiary so to do, (all of the foregoing being herein called "Restricted 
Payments") unless the aggregate amount of all Restricted Payments theretofore and then being made 
does not exceed Consolidated Net Earnings subsequent to November 30, 1979. "Consolidated Net 
Earnings" shall mean consolidated gross revenues of the Company and its Subsidiaries less all 
operating and non-operating expenses of the Company and its Subsidiaries including all charges of a 
proper character (including current and deferred taxes on income, provision for taxes on unremitted 
foreign earnings which are included in gross revenues, and current additions to reserves), but not 
including in gross revenues any gains (net of expenses and taxes applicable thereto) in excess of losses 
resulting from the sale, conversion or other disposition of capital assets (i.e., assets other than current 
assets), any gains resulting from the write-up of assets, any equity of the Company or any Subsidiary 
in the unremitted earnings of any corporation which is not a Subsidiary, any earnings of any Person 
acquired by the Company or any Subsidiary through purchase, merger or consolidation or otherwise 
for any year prior to the year of acquisition, or any deferred credit representing the excess of equity in 
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any Subsidiary at the date or acquisition over the cost or the investment in such Subsidiary; all 
determined in acoordance with generally accepted accounting principles. There shall not be included 
in Restricted ·Payments: (i) dividends paid, or distributions made, in stock or the Company, or (ii) 
exchangem of stock or one or more classes or the Company for common stock or the Company or for 
atock of the Company of the same claaa, except to the extent that cash or other value is involved in 
auch exchange. The term "stock" u used in this paragraph 6A shall include warrants or options to 
purchue 1tock. ,, 

/,' 

68. Clertalm· Beltrleda• The Company covenants that it will. not permit: 

68(1) Net Ell&lble Aaets-Net Eligible A88ets to be leas than 110% of total Indebtedness of 
the Company and its Subsidiaries on a consolidated buis less the aggregate or Senior 
Subordinated Indebtedness and Junior Subordinated Indebtedness held by WBCI and S &: F. 

68(2) Adjnled Net Wortll-Adjusted Net Worth to be less than $25,000,000; 

68(3) Ceverqe of. Filled Olar&ea-Consolidated Net Earnings Available for Fixed Charges 
to be leas than 150"/o of Fixed Charges for any fiscal quarter; 

68(4) ReQdloll of Sealer llldellledaeaa Total Senfor Indebtedness of the Company and its 
Subsidiaries to be reduced below the greater of (i) 60% or the highest amount thereof outstanding 
at the end of any calendar month after April 1, 1981, or (ii) 70% or the highest amount thereof 
outstanding dµring the twelve consecutive months immediately preceding such reduction, unless 
substantially simultaneously with any such or further reduction thereof the Company shall make 
a prepayment on the Note, without premium, in the amount which bears the same ratio to the 
aggregate principal amount of the Note outstanding"immediately prior to such prepayment as 
such reduction or such further reduction of Senior Indebtedness. bears to the total amount thereof 
prior to such 11repayment and such reduction or such further reduction. 

6C. Un, Dellt · ud Oiiier RealrletiNI. The Company covenants that it will not and will not 
permit any Subsidiary to: · · 

6C(l) Una-Create, assume or suffer to exist any Lien U!>On any of its property or assets, 
whether now owned ()r hereafter acquired (whether or not provision is made for the equal and 
ratable securing of the.Note in accordance with the provisions of paragraph 5C),except 

(i) Liens for taxes not yet due or which are being actively contested in good faith by 
appropriate proceed.ings; 

(ii) other Liens incidental to the conduct of its business or the ownership of its property 
and assets which were not incurred in connection with the borrowing of money or the 
obtaining of advances or credit, and which do not in the aggregate materially detract from 
the value ot its property or assets or materially impair the use thereof in the operation of its 
business, including any Liens for payment of judgments that are being RCtively contested in 
good faith by appropriate proceedings and execution on which is stayed; and · 

(iii) Liens on property or assets of a Subsidiary to secure obligations of such Subsidiary 
to the Company. 

6C(2) lmdell'"--Create, incur, assume or suffer to exist any Indebtedness, except 

(i) Senior Indebtedness of the Company, including Senior Indebtedness represented by 
the Note, the First Notes, the Revolving Notes, and the Bank Note, provided that at all 
times the aggregate outstanding principal amount of Senior Indebtedness shall not exceed 
400"lo of Capital· Base; 

(ii) Senior Subordinated Indebtedness of the Company, provided that at all times the 
aggregate outstanding principal amount thereof shall not exceed 50% of the sum of Junior 
Subordinated Indebtedness and Adjusted Net Worth; 
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(iii) Junior Subordinated Indebtedness of the Company, provided .that at all times the 
aggregate outstanding principal amount thereof shall not exceed 50"/'o of Adjusted Net Worth; 

(iv) unaecured accounts payable and other unsecured liabilities and obligations 
incidental to the regular operation of business whicih were not incurred in connection with the 
borrowing of money or the obtaining of advances or credit and which do not in the aggregate 
materially detract from the value of its property or assets or materially impair the use 
thereof in the operation of its business, provided that at all times such accounts payable and 
other obligations shall be not mol'f! than 30 days overdue; and 

(v) Indebtedness of any Subsidiary to the Company . 

6C(3) ....... A•vuees. laves&meall ud Colltill1ent IJabUltlel-Make or permit to remain 
outstanding any loan or advance to, or guarantee, endorse or otherwise be or become contingently 
liable, directly or indirectly, in connection with the obligations, stock or dividends of, or own, 
purchaae or acquire any stock, obligations or securities of, or any othP.r interest in, or make. any 
capital oontribution to, any Person, except that the Company or any Subsidiary may 

(i) make or permit to remain outstanding loans or advances to any Sui>sidiary, or own, 
purchaae or acquire stock of a Subsidiary; 

(ii) own, purchaae or acquire prime commercial .paper and certificates of deposit in 
United States commercial banks (having capital resources in exceas of $50,000,000), in each 
case due within one year from the date of purchase, obligations of the United States 
Government or any agency thereof, and obligations guaranteed by the United States 
Government; ' 

, (iii) endorse negotiable instruments for collection in the ordinary course of business; 

(iv) guarantee short-term bank Indebtedness of any corporation all of the stock of every 
class of which (excfti'pt directors' qualifying ahares) shall then be owned by the Company, 
S & F or WBCI, o~ any combination thereof, and which engages primarily in the business of 
financing receivables of Foreign Subsidiaries, provided that the amount or such Indebtedness 
ao guaranteed shall constitute Senior Indebtedness; 

(v) make or permit to remain outstanding loans or advances to any other Person, 
provided that the aggregate principal amount of such loans and adyances which is in excess 
of 5% of Consolidated Stockholders' Equity will be . deemed llot to be Net Eligible 
Receivables and will be e.xclu:ded from Adjusted Net Worth. 

6C(4) s.Je of Stock ud llldebtednea o! SUstdlarles-Sell or otherwise dispose of, or part 
with control of, any shares of stock or Indebtedness of any Subsidiary, except, in the case of 
shares of stock, to the Company or a Subsidiary, and except that all shares of stock and lndebt· 
tidness of any Subsidiary at the time owned by or owed to the Company and all Subsidiaries may 
be sold as an entirety for a cash consideration which represents the fair value (as determined in 
good faith by the 'Board of Directors of the Company) at the time of sale of the shares of stock 
and Indebtedness so sold, provided that the assets of such Subsidiary do not constitute a Substan· 
tial Part of the consolidated assets of the Company and all Subsidiaries and that such Subsidiary 
shall not have contributed a Substantial Part of Consolidated Net Earnings for the three fiscal 
years (taken as a single period) then most recently ended, and further provided that, at the time 
of such sale, such Subsidiary shall not own, directly or indirectly, any shares of stock or Indebted
ness of any other Subsidiary (unless all of the shares of stock and Indebtedness of such other 
Subsidiary owned, directly or indirectly, by the Company and all Subsidiaries are simultaneously 
being aold as' permitted by this paragraph 6C(4)) or any Indebtedness or the Company. 

6C(5) Meraer ud s.Je of Auell-Merge or consolidate with any other corporation or sell, 
lease or transfer or otherwise dispose of all or a Substantial Part of its assets, or B.SSets which 
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mall have contributed a Substantial Part of Consolidated Net Earnings for the three fiscal years 
(taken aa a single period) then most recently ended, to any Person, except that 

(i) any Subsidiary may merge with the Company (provided that the Company shall be 
the continuing or surviving corporation) or with any one or more other Subsidiaries; 

(ii) any Subsidiary may sell, lease, transfer or otherwise dispose of any of its assets to 
the Company or another Subsidiary; and 

(iii) any Subsidiary may sell or otherwise dispose of all or substantially all of its assets 
aubj~t to the conditions specified in paragraph 6C(4) with respect to a sale of the stock of 
web Subsidiary. 

6C(6) Leate Relltall-~nter into, or permit to remain in effect, any agreements to rent or 
1- (aa !eMee) any real or personal property except for property leased by it for its own use in 
the ordinary course of the business permitted by paragraph 6C(ll ) . 

· 8C(7) Sale ud Lene-Back-Enter into any arrangement with any lender or investor or to 
which such lender or investor is a party providing for the leasing by the Company or any 
Subsidiary of real property owned by the Company or any Subsidiary which has been or is to be 
"~Id or transferred by the Company or any Subsidiary to such lender or investor or. to any Person 
to whom funds have been or. are to be advanced by such lender or investor on the security of such 
property or rental obligations of tlie Company or any Subsidiary . 

6C(S) Sale or l)lacoat of Receivables-Sell with. recourse, or discount or otherwise sell for 
0" less than the face value thereof, any notes or accounts receivable of the Company or any 

Subsidiary, except that notes or accounts receivable that were originally acquired by the 
Company or any of its Subsidiaries at less \ban the face value thereof may be sold (without 
recourse) or discounted''at a net cash price to the Company or its Subsidiary not less than the 
original net cost thereof to the Company or its Subsidiary. 

6C(9) Cerlala Coatraets-Enter into or be a party to 

(i) any contract prov.iding for the making of loans, advances or capital contributions to 
any Pe...On other than a Subsidiary, or for the purchase of any property from any Person, in 
each case in order to·enable such Person to maintain working capital, net worth or any other 
balance sheet condition or to pay debts, dividends or expenses, except that the Company may 
perform its obligations under the First Operating Agreement and the Company and United 
may enter into and perform their respective obligations under, and United may engage in the 
business contemplated by, the Kirby Operating Agreement; 

(ii) any contract for the purchase of materials, supplies or other property or services if 
such contract (or any rel~ted document) requires that payment for such materials, supplies 
or other property or services shall be made regardless of whether or not delivery of such 
materials, supplies or other property or services is ever made or tendered; 

(iii) any contract to rent or lease (as lessee) any real or personal property if such 
contract (or any related document) provides that the obligation to make payments 
thereunder is absolute and unconditional under conditions not customarily found in 
commercial leases then in general use or requires that the lessee purchase or otherwise 
acquire securities or obligations of the lessor; 

(iv) any contract for the sale or use of materials, aupplies or other property, or the 
rendering of services, it such contract (or any related document) requires that payment for 
such materials, aupplies or other property, or the use thereof, or payment for such services, 
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ahall be subordinated to any indebtedness (of the purchaser or user of such mat~ials, 
aupplies or other property or the Person entitled to the benefit of such services) owed or to be 
owed to any Person; or 

(v) any other contract which, in economic effect, is subst..'\ntially equivalent to a 
guarantee, except as permitted by clause (iii) or (iv) of paragraph 6C(3). 

6C(10) Commerelal Paper-Have outstanding commercial paper (other than to WBCI or 
S .& F) in excess of the aggregate unused commitments under established lines of credit or 
revolving credits available to the Company . 

6C(U) Buiaen Aetivltlea-Engage in any type of business other than (i) the purchase of 
Receivables by the Company pursuant to the First Operating Agreement, and (ii) the purchase 
and collection of Receivables by United as contemplated by the Kirby Operating Agreement . 

. 6D. lamee of Stoek. The Company covenants that it will not (either directly, or indirectly by 
the issuance of rights or options for, or securities convertible into, such shares) (i) permit any 
Subsidiary to issue, sell or otherwise dispose of any shares of any class of stock of such Subsidiary 
(other than directol's' qualifying shares) except to the Company or to a Subsidiary, or (ii) issue, sell, 
otherwise dispose of, or permit the transfer or registration of transfer of any shares of any class of 
stock or the Company to, any Person other than S & F, WBCI, or,, pursuant to the First Operating 
Agreement or the Kirby Operating Agreement, Enterprises. 

6E. Paymetat of S.llordlaated 'hdtlltedaeu. The Company covenants that until payment in full 
of the Note, it will not make any payment of principal of or interest on any Senior Subordinated 
Indebtedness or Junior Subordinated Indebtedness except to the extent permitted under the 
provisions set forth :n Exhibits C and D hereto, and that all Senior Subordinated Indebtedneiis and 
Junior Subordinated Indebtedness will be e~idenced by a note or other obligation in writing which 
shall expressly incorporate or state in full the terms under which such obligation is subordinated to 
the Senior Indebtedness . 

SEcrlON 7. EvENTS OF DEFAULT 

7. Eve11ta of Defallt. U,:-o.ny of the following events shall occur and be continuing for any reason 
whatsoever (and whether such occurrence shall tie voluntary or involuntary or come about or be 
effected by operation of law or otherwise): (i) the Company defaults in the payment of any principal 
of any Note or or any First Note when the same shall become due, either by the terms thereof or 
otherwise all herein provided; or (ii) the Company defaulte in the payment of any interest on any Note 
or First Note for more than 10 days after the date due; or (iii) the Company or any Subsidiary 
defaults in any payment or principal of or interest "on any other obligation for money borrowed (or 
any obligation under conditional sale or other title retention agreement, or any obligation issued or 
assumed as full or partial payment for property whether or not secured by purchase money mortgage, 
or any obligation for an amount in excess of $250,000 under notes payable or drafts accepted 
representing extensions of r.redit, or any obligation under leases or other contracts that constitute 
Senior Indebtedness of the Company or any Subsidiary) beyond any period of grace provided with 
respect thereto, or defaults in the performance of any other agreement, term or condition contained in 
any agreement under which any such obligation is created (or if any other default under any such 
agreement shall occur and be continuing) if the effect of such default is to cause, or to permit the 
holder or holders of such obligation (or a trustee on behalf of such holder or holders) to cause, such 
obligation to become due prior to its stated maturity; or (iv) any representation or warranty made by 
the Company herein or in any writing furnished in connection with or pursuant to this Agreement 
shall be false in any material respect on the date as of which made; or (v) the Company defaults in 
the performance or observance of any agreement contained in Section 6; or (vi) the Company defaults 
in the performance or observance of any other agreement, term or condition contained herein and 
such default shal! not have been remedied within 30 days after written notice thereof shall have been 
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received by the Company from you; or (vii) the Company or any Subsidiary makes an assignment for 
the benefit of creditors or admits i11 writing its inability to pay its debts generally as they become due; 
or (viii) any ordel'

1
for relief, judgment or decree is entered against the Company or any Subsidi::.,'i 

under bankruptcyor ineolvency laws; or (ix) the Company or any Subsidiary petitions ,or applies to 
any tribunal for the appointment or a trustee, receiver or liquidator or the Company or any 
Subsidiary, or of any Substantial Part of the assets or the Company or any Subsidiary, or commences 
any proceedings (other than proceedings for the voluntary liquidation and dissolution of a Subsidiary) 
relating to .the Company or any Subsidiary under any bankruptcy, reorganization, compromise, 
anangement, ineolvency, readjustment of debt, dissolution or liquidation law or any jurisdiction, 
whether now or hereafter in effect; or (x) any such petition or application is filed, or any such 
proceedings are commenced, against the Company or any Subsidiary and the Company or such 
Subsidiary by any act indicates its approval thereof, consent thereto or acquiescence therein, or an 
order, judgment or decree is entered appointing any such trustee, receiver or liquidator, or approving 
the. petition in any such proceedings, and such order, judgment or decree remains unstayed and in 
effect for more than 60 days; or (xi) any order, judgment or decree is entered in any prc;ceedings 
against the Cc.ii)pany decreeing the dissolution of the Company and such order, judgement or decree 
remains unstayed and in effect for more than 60 days; or (xii) any order, judgment or decree is entered 
in any proceedings against the Company, S & F, WBCI, Enterprises or any Subsidiary decreeing a 
split-up of the Company or such Subsidiary which. requires the divestiture of the business and assets 
of the Company, or the divestiture of a Substantial Part, or the stock of a Subsidiary whose assets 
constitute a Substantial Part, or the consolidated assets or the Company and its Subsidiaries or which 
requires the divestiture of assets, or stock of a Subsidiary, which shall have contributed a Substantial 
Part of Consolidated Net Earnings (as defined in paragraph 6A) for any of the three fiscal years then 
most recently ended, and such order, judgment or decree remains unstayed and in effect for more than 
60 days; or (xiii) a "Default" exists under the S &. F Note Agreement (as such term is defined 
therein); or (xi'\') any Person defaults in the performance of any material obligation under the Kirby 
Operating Agreement; or (xv) WBCI shall cease to be an Affiliate of S & F or S & F shall enter into 
an agreement or any order, judgment or decree is entered in any proceedings against S & F or WBCI, 
whereby WBCI would cease to be an Affiliate of S & F; then the holder or holders of at least two
thirds of the principal amount of the Notes at the time outstanding may, at its or their option and in 
ad_tlj~ion to any right, power or remedy permitted by law or equity, by notice in writing to the 
Company, declare all of the Notes to be, and all of the Notes shall thereupon be and become, 
forthwith due and payable together with interest accrued thereon. This Section is subject to the 
condition that if at any time after the Notes shall have been declared and shall have become due and 
payable and before any judgment or decree for the payment of the moneys so due, or any thereof, 
shall have been ~ntered, all arrears of interest upon all the Notes and all other sums payable on the 
Notes (except the principal and interest on the Notes which by such declaration shall have become 
payable) shall have been duly paid, and every other Default and Event of Default shall have been 
made good or cured, then and in every such case the holders of 66¥.1% in aggregate principal amount 
of the Notes then outstanding may, by written instrument delivered to the Company, rescind and 
annul such declaration and its consequences; but no such rescission or annulment shall extend to or 
affect any subsequent Default or Event of Default or impair any right consequent thereon. 

SECTION 8. REPRESENTATIONS AND WAIUlANTIES 

I. RepresentaU- &lid WUT&Dties. The Company represents, covenants and warrants: 

SA. Orgulutloa ud QulUlcatloll. The Company and United are corporations duly organized 
and existing in good standing under the laws of the State of Delaware, each has the corporate power 
to own its respective property and to carry on its respective business as now being conducted, and .is 
duly qualified as a foreign corporation to do business and is in good standing in Illinois, which is the 
only jurisdiction in which the nature or the business conducted by it makes such qualification 
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necessary. The Company is a wholly-owned subsidiary of WBCI, United is a wholly-owned 
~ubeidiary of the Company, and at the date hereof United is the only Subsidiary of the Company. 

88. Flauelal SU1&eme1111. The Company has furnished or caused to be furnished to you the 
following financial statements, identified by a financiul officer of the Compa.ny: (x) consolidated and 
consolidating balance sheets of the Company and its Subsidiary as at November 30, in each of the 
years 1978 through 1980, inclusive, and consolidated and consolidating profit and loss and surplus 
atatementa for the Company and its Subsidiary for the period ended November 30, 1978 and the years 
ended November 30, 1979 and 1980, respectively, all certified by Coopers & Lybrand; and (y) 
consolidated and consolidating balance sheets of the Company and its Subsidiary as at February 29, 
1980 and Febtiiary 28, 1981, and con,olidated and consolidating profit and loss and surplus statements 
of the Company and its Subsidiary for the three months' periods then e!')ed, respectively, prepared 
by the Company. The Company has also furnished or caused to be furnished to you the following 
financial atatements, identified by a principal financial officer of S & F: (1) consolidated and 
consolidating balance sheets of S & F and its subsidiaries as at November 30, in each of the years 
1977 through 1980, and consolidated and consolidating statements of income of S & F and its 
subsidiaries for the years 0nded on such dates, respectively, all certified by Coopers & Lybrand; and 
(2) oonsolidated and consolidating balance sheets of S & F and its subsidiaries as at February 29, 
1980 and February 28, 1981, and consolidated and consolidating statements of income of S & F and 
its aubsidiaries for the three months' periods ended on such dates, respectively, prepared. 'iy S & F. 
Such financial statement,~Jin.!1_luding any related schedules and/or notes) are true and correct in all 
material respects (subjei: •. --·'o interim statements, to changes resulting from audits and. year-end 
adjustments) and have been prepared in accordance with generally accepted accounting principles 
consistently followed throughout the periods involved. except as noted therein and show all liabilities, 
direct and contingent, of the Company and its Subsidiary, and of S & F and its subsidiaries, 
respectively, required to be shown in accordance with such principles. The balance sheets fairly 
present the condition of the Company and its Subsidiary, and of S & F and its subsidiaries, 
respectively, as at the dates thereof, and the profit and loss and surplus statements fairly present the 
reiiults of the operations of the Company and its Subsidiary, and of S & F and its subsidiaries, 
respectively, for the periods indicated. There has been no material adverse change in the business, 
condition or operations (financial or otherwise) of the Company and its Subsidiary, taken as a whole, 
or of S & F and its subsidiaries, taken as a whole, since February 2S, 19Sl. 

SC. Aetloas Pelldblg. There is no action, suit, investigation or proceeding pending or, to the 
knowledge of the Company, threatened against or involving S & F or any of its subsidiaries 
(including the Company, its Subsidiary and WBCI), or any properties or rights of S & For any of its 
subsidiaries, before any court, arbitrator or administrative or governmental body which in the opinion 
of the Company is likely to result in any material adverse change in the business, condition or 
operations of S & F and its subsidiaries taken as a whole or of WBCI and its subsidiaries taken as a 
whole, or of the Company and its Subsidiary taken as a whole . 

SD. OICStandblg hdeb&edneu. The Company does not have any outstanding Senior Indebted
ness, except as set forth on Exhibit E attached hereto. There exists no default under the provisions of 
any instrument evidencing such Senior Indebtedness or of any agreement relating thereto. United has 
no outstanding Senior Indebtedness for money borrowed other than to the Company, which Senior In
debtedness does not exceed $5,000,000 . 

SE. Colltlletblg Asreemeata aDCI Otller Matten. Neither the Company, its Subsidiary, nor S & F 
or any Affiliate is a party to any contract or agreement or subject to any charter or other corporate 
restriction which materially and adversely affects its respective business, property or assets, or 
financial condition. Neither the execution nor delivery of this Agreement, the Note, or the Kirby 
Operating Agreement, nor the offering, issuance and sale of the Note, nor fulfillment of nor 
compliance with the terms and provisions hereof and of the Note will conflict with, or result in a 
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breach of the terms, conditions or provisions of, or constitute a default under, or result in any 
violation of, or result in the·creation of any Lien upon any of the properties or assets of the Company 
or its Subeidiary punuant to, the charter or by-laws of the Company or its Subsidiary or of S & F or 

··any Affiliate, any awsrd of any arbitrator or any agreement (including any agreement with 
1tockholden), instrument, order, judgment, decree, statute, law, rule or regulation to which the 
Company, its Subsidiary, or S & For any Affiliate is subject. Neither the Company or its Subsidiary, 
nor S & F or any Affiliate, is a party to, or otherwise subject to any provision contained in, any 
instl'llment evidencing Indebtedne88 of the Company or such Subsidiary, or Indebtedne88 of S & For 
any Affiliate, any agreement relating thereto, or any other contract or agreement (including its 
charter) which prohibits the incurring of the Indebtedne88 to be evidenced by the Note . 

SF. Ol'erlaa ef Nete. Neither the r.f>mpany nor any agent acting on its behalf has offered the 
Note or any similar security of the Company for sale to, or solicited any offers to buy the Note or any 

·• eimilar security of the Company from, or otherwise approached or· negotiated with respect thereto 
· with, any Person or Persons other than yourself, and neither the Company nor any agent acting on its 

behalf has taken or will take any action which would subject the issuance or sale of the Note to the 
provisions of Section 5 of the Securities Act of 1933, as amended, or to the· provisions of any securities 
or Blue Sky law of any applicable jurisdiction. 

SG. Replatiea G, etc. Neither the Company nor its Subsidiary owns or has any present intention 
of acquiring any "margin security" as defined. in Regulation G (12 CFR Part 207) of the Board of 
Governon of the Federal Reserve System (herein called a "margin security"). The proceeds of sale of 
the Note to you will be used, together with other funds of the Company and. its Subsidiary to acquire 
Receivables. :·None of such proceeds will be used, directly or indirectly, for the purpose of purchasing 
or carrying any margin security or for the purpose of reducing or retiring any indebtedne88 which was 
originally incurred to purchase or cauy a margin security or for any other purpose which might 
constitute this transaction &,"purpose credit" within the meaning of said Regulation G. Neither the 
Company nor any Subsidiary .or agent acting on their behalf has taken or will take any action which 
might cause this Agreement or the Note to violate Regulation G, Regulation T, Regulation X or any 
other regulation of the Board of Governors of the Federal Reserve System or to violate the Securities 
Exchange Act of 1934, in each case as in effect now or as the same may hereafter be in effect. Neither 
the Company nor any subsidiary will enter into any commitment for the purchase or acquisition of 
any "margin security" or "publicly-held" security (as said terms are defined and used in said 
Regulations) directly or indirectly (including replenishment of funds theretofore available as working 
capital) out of the proceeds of the sale of the Note, unless prior thereto the Company shall have 
obtained a favorable ruling from an appropriate official of the Federal Reserve System, or a favorable 
opinion from counsel referred to in paragraph SA (or other counsel of recognized standing satisfactory 
to you) to the effect that the extension of credit hereunder and the other circumstances surrounding 
such purchase or acquisition will not constitute a violation of any such Regulation or of the Securities 
Exchange Act of 1934 as then in effect . 

SH. Employee Re&lreme11t lllcome Secarity Act. No Reportable Event, as defined in Section 4043 
of the Employee Retirement Income Security Act of 1974, as amended ("ERISA") or the regulations 
thereunder, exists or has occurred with respect to any employee benefit plan established or maintained 
by the Company, its Subsidiary, S & For any Affiliate (including any multiemployer plan to which 
the Company, its Subsidiary, S & F or any Affiliate contributes) which is subject to Title I of 
ERISA. No liability to the Pension Benefit Guaranty Corporation has been, or is expected by the 
Company1 to be, incurred with respect to any such plan by the Company, its Subsidiary, S & For any 
Affiliate. Neither the Company, its Subsidiary, S & F or any Affiliate has completely or partially 
withdrawn or expects to withdraw from any employee benefit plan (including any multiemployer plan 
as defined in Section 207(a) of the Multiemployer Pension Plan Amendments Act of 1980). The 
execution and delivery by the Company of this Agreement and the Note will not involve any 
prohibited transaction within the meaning of Section 406 of ERISA or Section 4975 of the Internal 
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Revenue Code. The representation by the Company in the pff.~eding sentence is made· in reliance 
upon and subject to the accuracy of your representation in parag~·aph 9 as to the source of funds to be 
uled by you to pay the purchase price of the Note. Attached hereto as Exhibit Fis a list of all funded 
employee benefit plans established or maintained by the Company, its Subsidiary, S & F or any 
Affiliate, or as to which the Company is a "party in interest" (as defined in Section 3 of ERISA) or a 
"disqualified person" (as defined in Section 4975 of the Internal Revenue Code). 

SI. Govenmeatal C-.t. Neither the nature of the Company or of its Subsidiary, nor any of 
their respective businesses or properties, nor any relationship between the Company or its Subsidiary 
and any other Person, nor any circumstance in connection with the offer, issue, sale or delivery of the 
Note is such aa to require any consent, approval or other 1\Ction by or any notice to or filing with any 
court or administrative or governmental body (other than routine filings after the date of closing with 
the Securities and Excbangti1Commission and/or state Blue Sky authorities) in connection with the 
execution and delivery of this Agreement, the offer, issue, sale or delivery of the Note or fulfillment of 
or compliance with the terms and provisions hereof or of the Note . 

8J. P111e11loa of ·FrucWlel. Lleeues, etc. The Company and its Subsidiary each possess all 
franchises, certificates, lic~nses, permits and other authorizations from governmental political 
subdivisions or regulatory authorities, all patents, trade-marks, service marks, trade names, 
copyrights, licen~es and other rights, free from burdensome restrictions, that. are necessary in any 
material respect for the ownership, maintenance and operation of their respective properties and 
assets, and neither the Company nor its Subsidiary is in violation of any thereof in any material 
respect. 

SK. Title to Properties. The Company has and its Subsidiary has good and marketable title to 
their respective real properties and good title to all of their other respective properties and assets, 
including the properties and assets reflected in the balance sheet as at February 28, 1981 hereinabove 
described (other than properties and assets disposed of in the ordinary course of business}. subject. to 
no Lien of any kind except Liens permitted by paragraph 6C(l ). The Company and its Subsidiary 
enjoy peaceful and undisturbed possession of all leases neeessary in any material respect for the 
operation of their respective properties and assets, none of which. contains any unusual or burdensome 
provisions which might materially all'ect or impair the operation of such properties and assets. All 
such leaaes are valid and subsisting and are in full force and effect. 

SL. Tues. The Company has and its Subsidiary has filed all Federal, State and Provincial in
come and other tax returns which, to the best knowledge of the officers of the Company, are required 
to be filed, and each hasc·paid all taxes as shown on said returns and on all assessments received by it 
to the extent that such taxes have become due. Neither the Company no~ its Subsidiary has granted 
any extension or 1111aiver of the limitations period under such applicable statutes . 

SECl'ION I. ltEPRESENTA'l10N OF THE PuacllA.sER 

I. Represeatatioll of die Pucliuer. You represent and in making this sale to you it is specifically 
understood and agreed that you are acquiring the Note for the purpose of investment and not with a 
view to or for sale in connection with any distribution thereof, provided that the disposition of your 
property shall at all times be and remain within your control. You further represent that no part of 
the funds being used by you to pay the purchase price of the Note hereunder constitutes assets 
allocated to any separate account maintained by you in which any employee benefit plan identified in 
the list referred to in paragraph SH participates to the extent of live percent or more. As used in this 
par&graph 9, ,the terms "separate account" and "employee benefit plan" shall have the respective 
meanings assigned to such tl'rmsin Section 3 of ERISA . 
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SEcTION 10. DEFINmONS 

11. DelllitlMI. For the purpose of this Agreement, the following terms shall have the following 
meanings: 

lOA. "PenG11" shall mean and include,an individual, a partnership, a joint venture, a corporation, 
a trust, an unincorporated organization and a government or any department or agency thereof. 

108. "Salllldluy" shall mean any corporation organized under the laws of any State of the 
United States of America, Canada, or any Province of Canada, which conducts the major portion of 
its buaineaa in the United States of America or Canada, and all of the stock of every class of which, 
except directors' qualifying shares, shall, at the time as of which any determination is being made, be 
owned by the Company either directly or through Subsidiaries. "Foreign Subsidiary" shall mean any 
corporation organized under the laws of any country except the United States of America and 
Canada, or which conducts the major portion of its business outside the United States of America and 
Canada, alLof the stock of every class of which, except directors' qualifying shares, shall, at the time 
as or which any determination is being made, be owned by WBCI. 

lOC. "Atllllate" shall mean any Person directly or indirectly controlling, controlled by, or under 
direct or indirect common control with, S & F, except the Company and any Subsidiary. A Person 
lhall be deemed to control a corporation if such Person possesses, directly or indirectly, the power to 
direct or ca111e the direction of the management and policies of such corporation, whether through the 
ownenhip or voting securities, by contract or otherwise. 

lOD. "r.delltedllen" shall mean and ir.clude without duplication, 

(i) any obligation which under generally accepted accounting principles is shown on the 
balance sheet as a liability (excluding reserves for deferred income taxes and other reserves to the 
extent that such reserves do not constitute· an obligation). 

(ii) amounts equal to the aggregate net rentals (after making allowance for any interest, 
taxes or other expenses· included therein) payable under any lease (whether or not such rentals 
AllCl')le and become payable only on an annual or other periodic basis) whicl-.1lease is capitalized in 
accordance with generally accepted accounting principles on a basis consisti\ntly applied, . 

(iii) indebtedness secured by any Lien existing on property owned subject to such Lien, 
whether or not the indebtedness secured thereby shall have been assumed, except with respect to 
Liens permitted by paragraph 6C(l). 

(iv) guarantees, endorsements (other thsn endorsements of negotiable instruments for 
collection in the ordinary course of business) and other contingent liabilities (whether direct or 
indirect) in connection with the obligations, stock or dividends of any Person, 

(v) obligations under any contract providing for the making of loans, advan~es or capital 
contributions to any Person, or for the purchase of any property from any Person, in each case in 
order to enable such Person primarily to maintain working capital, net worth or any other 
bal1111ce sheet condition or to pay debts, dividends or expenses, 

(vi) obligations under any contract for the purchase of materials, supplies or other property 
it auch contract (or any related document) requires that payment for such materials, supplies or 
other property shall be me.de regardless of whether or not delivery of such materials, supplies or 
other property is ever made or tendered, 

(vii) obligations under any contract to rent or lease (as lessee) any real or personal property 
if such contract (or any related document) provides that the obligation to make payments 
thereunder is absolute and unconditional under conditions not customarily found in commercial 
leases then in general use or requires that the lessee purchase or otherwise acquire securities or 
obligations of the lessor, 
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(viii) obligations under any contract for the sale or use of materials, supplies or other 
property if such contract (or any related document) requires that payment for such materials 
supplies or other property, or the use thereof, shall be subordinated to any indebtedness (of the 
purchaser or user of such materials, supplies or other property) owed or to be owed to any Person, 
and 

(ix) obligations under any other contract which, in econi>mic effect, is substantially 
equivalent to a gu&i:'antee; 

all as dete~ined in accordance with generally accepted accounting principles . 

lOE. "Snlor SUonlluted llldelttedlleaa" shall mean any Indebtedness, the payment of principal 
and interest of which shall be subordinated and junior to the Indebtedness evidenced by the Note and 
to other Senior Indebtedness of the Company and its Subsidiaries in the manner and to th~ extent set 
forth in Exhibit C hereto, but senior to Junior Subordinated Indebtedness. 

lOF. "J11111or SUonlluted llldelttedlleaa" shall mean any Indebtedness, the payment of principal 
and Interest of which shall be subotdinated and junior to the Indebtedness evidenced by the Note and 
to other Senior Indebtedness and to Senior ,Subordinated Indebtedne8s in the .manner and to the 
extent set forth in Exhibit D hereto. 

lOG. "Sftlor bdebtedllea" shall mean any Indebtedness that is not Junior Subordinated 
Indebtedness or Senior Subordinated Indebtedness. 

IOH. "Eve11t of OefHI&" shall mean any of the events specified in Section 7, provided that there 
has been satisfied any requirement in connection with such event for the giving of notice, or the lapse 
of time, or the happening of any further condition, event or act,, . .,.nd "Default" shall mean any of su~h 
ev~rts, whether or not any such requiren,ient has been satisfied.'' 

IOI. "Olllcer'1 Certificate" shall mean a certificate signed in the name of the Company by its 
President, one of its 'fice Presidents, or its Treasurer. 

lOJ. "Liell" shall mean any mortgage, pledge, security interest, encumbrance, lien or charge of 
any kind (including any agreement to give any of the foregoing, any conditional sale or other title 
retention agreement, any lease in the nature thereof, and the filing of or agreement to give any 
financing state!llent under the Uniform Commercial Code of any jurisdiction). 

lOK. "&lbstut!al Part" shall mean, when used with respect to assets, more than 10% of the 
consolidated assets of the Company and all Subsidiaries, and when used with respect to Consolidated 
Net. Earnings for any period.,more than HJ% of Consolidated Net Earnings for such period . 

lOL. "Receivables" of any Person shall mean any right to receive payment in United States or 
Canadian currency arising out of the retail Sllle in the ordinary course of business of encyclopediae, 
other reference and topical ·works, other publications and other consumer items sold by WBCI or 
Enterprises, o~,, arising out of the retail sale by distributors or dealers in the ordinary course of 
business of consumer floor care and related products manufactured and/or distributed at wholesale by 
the Kirby Division of S & F, including all interests in or arising under, any conditional sales 
agreement, chattel mortgage, promissory note, lease, chattel paper, retail installment contract, 
credit sale contract, lien contract, security agreement, security interest or lien evidencing or securing 
such right to receive payment, including the right to receive or retain any interest on or finance 
'charge in respect of the principal amount of such payment, but only to the extent that (i) the 
Company shall be entitled to such intereBt or finance charge, or part thereof, pursuant to the 
provisions of the last sentence of paragraph 9A of the First Operating Agreement, or (ii) United shall 
be entitleil'to such interest or finance charge as the holder of a lteceivable. 
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IOM. "Net EJl&lltle Receivables" shall mean the gross amount of Receivables owned by the 
Company and its Subeidiaries, less: (i) unearned finance charges; (ii) the greater of (a) reserves for 
uncollectible accounts of the Company, including the Contrac.t Reserve Account referred to in the 
Firat Operating Agreement, or (b) the sum of Receivables owned by the Company, on which one full 
installment payment has not been received within the 180 days immediately preceding any calculation 
under this paragraph and, without duplication, the aggregate amount or Receivables owned by the 
Company that have been placed with attorneys or collection agencies for collection, all determined in 
accordance with gOod accounting practice; (iii) the excess or the aggregate principal amount of loans 
and advances outstanding punuant to paragraph 6C{3)(v) over 5% or Consolidated Stockholden' 
Equity; and (iv) reserves for uncollectible accounts of Subsidiaries, including the Bad Debt Reserve 
Account referred to in the Kirby Operating Agreement. 

ION.' "Net EJl&lltle Aaetl" shall mean cash plus short-term investments permitted by paragraph 
6C(3)(ii) plus Net Eligible Receivables. 

100. "Adjnted Net Word!" shall mean the sum of aU capital stock, capital surplus, and retained 
earnings, less (i) treasury stock; (ii) intangibles (including goodwill, deferred charges, prepaid 
expenses, and unamortized debt expense); (iii) the excess of Receivables of the Company and 

~ Subsidiaries originating outside .the United States, United States possessions, and Canada over 10% of 
the· gecss amount of Receivables of the Company and Subsidiaries; (iv) the excess of Receivables 
maturing in more than 36 months over 25% of the gross amount of Receivables of the Company and 
Subsidiaries; (v) any Receivable maturing in more than 60 months unless the Company or a 
Subsidiary has full recourse against the seller with respect to the payment thereof; and {vi) the excess 
of the aggregate principalamount of loans and advances outstanding pursuant to paragraph 6C(3)(v) 
over 5% or Consolidated Stockholders' Equity. 

IOP. "Capital Base" shaU mean the sum of Adjusted Net ·worth plus Senior Subordinated 
Indebtedness plus Junior Subordinated Indebtedness of the Company . 

10Q. ''S Ii F" shall mean The Scott & Fetzer Company, an Ohio corporation. 

IOR. "WBCI" shaU mean World Book-Childcraft International, Inc., a Delaware corporation and 
a wholly-owned subsidiary of S & F . 

. IOS. "EDterprilel" shall mean World Book Enterprises, Inc. {formerly World Book Encyclopedia, 
Inc.), a Delaware corporation and a whoUy-owned subsidiary~~ WBCI . 

IOT. "UDited" shall mean United Retail Finance Company, a Delaware corporation and a 
wholly-owned Subsidiary of the Company. 

JOU. "Filled c.arges" shaU mean all charges which, in accordance with generaUy accepted 
accounting principles, would be considered fixed charges, including, without limitation, interest on 
Indebtedness, amortization of debt discount, and rentals for leased properties. 

IOV. "Ceasolldated Net Earnings Available for Filled Cllarges" shall mean consolidated net 
income of the Company and its Subsidiaries as determined by generaUy accepted accounting 
principles, with the following adjustments {to the extent such items have not already been taken into 
account in calculating net income): 

{i) all operating and maintenance expenses, taxes other than taxes on or measured by· 
income, and depreciation shall be deducted in determining net income; 

· {ii) all extraordinary, nonrecurring items of income shall be excluded in determining net 
income; 

{iii} all extraordinary, nonrecurring items of expense shall be deducted in determining net 
income; 
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(iv) Fixed Charges shall not be deducted in .determining net income; and 
(v) any cash payment required to be made for any fiscal quarter during the same fiscal year 

pursuant to paragraph 3 of the First Operating Agreement or paragraph 5 of the Kirby Operating 
Agreement, provided that such payment is made within the time period provided therein, shall be 
added to net income for such fiscal quarter. 

lOW. "Couolidated Stoeldlolden' F.qlllty" of a corporation shall mean the sum of (i) the par value 
(or stated value on the books of the corporation) of the capital stock of all classes (exclusive of 
treasury stock). plus (or minus in tlie case of a deficit surplus) (ii) the am<>unt of the surplus, whether 
capital or earned, of such corporation . 

lOX. "Baak Loait Agree-I" shall mean the term loan agreement between the Company and 
the First National Bank of Chicago dated as of August 31, 1978 and "Bank Note" shall mean the note 
issued thereunder. 

lOY. ''RP.volvla& Loait ~meat" shall mean the revolving loan agreement between the 
Company and The First National Bank of Chicago, individually and as agent, dated as of November 
29, 1978 and "Revolving Notes" shall mean the notes issued thereunder. 
' 

IOZ. ''Finl Notes" shall mean the notes issued pursuant to the Note Agreement between the 
Company and you dated as of August 31, 1978. 

lOAA. "Finl Openlill1 Acree-I" shall mean the Operating Agreement among the Company, 
WBCI, Enterprises and S & F, dated as of August 31, 1978, as modified by the Modification to the 
Operating Agreement among the parties, dated as of June 30, 1981. 

SECTION 11. MIScELLANEoUS 

11. Mlscellueou. 
UA. Home Omce Paymeat. The Company agrees that, as long as you shall hold any Note, it 

will make payments of principal thereof and interest and premium, if any, thereon, which comply with 
the terms of this Agreement, by credit to your account or accounts in Morgan Guaranty Trust 
Company of New 'York, 15 Broad Street, New York, N. Y., (L~count #050-52-557) or such other 
account or accounts in the United States as you may desirn•.,e in writing, notwithstanding any 
contrary provision herein or in any Note with respect to the p' ce of payment. You agree that, before 
disposing of any Note, you will make a notation tl•··eon of all principal payments previously made 
thereon and of,.the date to which interest thereon L • been paid, and will notify the Company of the 
name and address of the transferee of such Note. The Company agrees to afford the benefits of this 
paragraph UA to any institutional investor of recognized standing which is the direct or indirect 
transferee of any Note purchased by you hereunder and which has made the same agreements relating 
to such Note as you have made in this paragraph UA . 

UB. Espeue1. The Company agrees, whether or not the transactions hereby contemplated shall 
be consummated, to pay, and save you harmless against liability for the payment of, all out-of-pocket 
expenses arising In connection with this transaction, including all stamp 1md other taxes (including 
any intangible personal property tax, together in each case with interest and penalties, if any, and any 
income tax payable by you in J'eSpllct of any reimbursement therefor) which may be payable in 
respect .of the execution and delivery of this Agreement or the execution, delivery or acquisition of any 
Note issued under or pursuant to this Agreement, all printing costs and the reasonable fees and 
expenses of your special counsel in connection with this Agreement (j!lcluding the opinion described in 
paragraph 8G) and any modification thereof. The obligations of the Company under this paragraph 
UB shall survive transfer by you and payment of any Note; 

UC. Coueat to Amelldmeall. This Agreement may be amended, and the Company may take 
any action herein prohibited, or omit to perform any act herein required to be performed by it, if the 
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Company shall obtain your written consent to such amendment, action or omission. Each holder of 
any Note at the time or thereafter outstanding shall be bound by any consent authorized by this 
paragraph UC, whether or not such Note shall have been marked to indicate such consent, but any 
Note issued thereafter may bear a notation referring to any such consent. No course of dealing 
between the Company and the holder of any Note nor any delay in exercising any rights hereunder or 
under any Note shall operate as a waiver of any rights of any holder of such Note. As used herein 
and in the Notes, the term "this Agreement" or "the Agreements" and references thereto shall mean 
this Agreement or the Agreements as it or they may, from time to time, be amended or supplemented . 

UD. F-, Registration, Transfer ud Exchange of Note. The Note is is~uable only as a 
registered Note without coupons in the denomination of $10,000 and any integral multiple of 
Sl0,000. The Company shall keep at its principal office a register in which the CompP.ny shall provide 
for the registration of Notes and of transfer of Notes. Upon surrender for registration of transfer of 
any Note at the office of the Company, the Company shall, at its expense, execute and deliver one or 
more new Notes of like tenor and of a like aggregate principal amount registered in the name of the 
designated transferee or transferees. At the option of the holder of any Note, such Note may be ex
changed for other Notes of like tenor and of any authorized denominations, of a like aggregate prin
cipal amount, upon surrender of the Note to be exchanged at the office of the Company. Whenever 
any Notes are so surrendered for exchange, the Company shall, at its expense, execute and deliver the 
Notes which the Noteholder making the exchange is entitled to receive. Every Note surrendered for 
registration of transfer shall be duly endorsed, or be accompanied by a written instrument of transfer 
duly executed, by the holder of such Note or his attorney duly authorized in writing. Any Note or 
Notes issued in exchange !or any Note or upon transfer thereof shall carry the rights to unpaid 
interest and interest to accrue which were carried by the Note so exchanged or transferred, so that 
neither gain nor loss of interest shall result from any such transfer or exchange. 

UE. Notices to Subsequent Holder. If any Note shall have been transferred to another holder 
pursuant to paragraph UD and such holder shall have designated in writing the address to which 
communications with respect to such Note shall be mailed, all notices, certificates, requests, 
statements and other documents required or permitted to be delivered to you by any provision hereof 
shall also be delivered to each such holder, except that financial statements and other documents 
provided for in paragraph SA need not be delivered to any such holder holding less than 10% of the 
aggregate principal amount of Notes from time to time outstanding . 

UF. Penons Deemed Owaen. Prior to due presentment for registration of transfer, the 
Company may treat the Person in whose name any Note is registered as the owner and holder of such 
Note for the purpose of receiving payment of principal of and interest and premium (if any) on such 
Note and for all other purposes whatsoever, whether or not such Note shall be overdue, and the 
Company shall not be affected by notice to the contrary . 

UG. Sunlval of Representations and Warrutles. All representations and warranties contained 
herein or made in writing by the Company in connection herewith shall survive the execution and 
delivery of this Agreement and of the Note, regardless of any investigation made by you or on your 
behalf. 

UH. "Successon ud Assigns. All covenants and agreements in this Agreement contained by or on 
behalf of either of the parties hereto shall bind and inure to the benefit of the respective succeosors 
and assigns of the parties hereto whether so expressed or not. 

UI. Notices. All communications provided for hereunder shall be sent by first class mail and, if 
to you, addressed to you in the manner (except as otherwise provided in paragraph UA with respect 
to payments of principal of and interest and premium, if any, on the Note) in which this letter is 
addressed, and if to the Company, at its offices at Merchandise Mart Plaza, Chicago, Illinois 60654, 
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or to auch other address with respect to either party as such party shall notify the other in writing; 
provided, however, that any such communication to the Company may also, at your option, be either 
delivered to the Company at. its address set forth above or to any officer or the Company. 

· UJ. Deleriptlve Beadlap. The descriptive headings or the several sections and paragraphs or 
thia Agreement are inserted for convenience only and do not constitute a part of this Agreement. 

UK. BatllfaetlGa ftelamremeat. Ir any agreement, certificate or other writing, or any action 
taken or to be taken, is by the terms of this Agreement required to be satisfactory to you, the 
determination of auch satisfaction shall be made by you in your sole and exclusive judgment exercised 

in good faith. 

UL. Gevenaiq i.'\'. This Agreement is being delivered and is intended to be performed in the 
Sta.te or Illinois, and shall be construed and enforced in accordance with, and the rights or the parties 
shall be governed by, the law or such State. 

11 M. C:..aterpii"rb. This Agreement may be executed simultaneously in two or more 
counterparts, each or which shaltbe deemed an original, and it shall not be necessary in making proof 
or thii Agreement to pi:oduce or account for more .than one such counterpart. 

'' tr ycu are in agreement with the foregoing, please sign the form or acceptance on the enclosed 
counterpart or this letter and .return the same to the undersigned, whereupon this letter shall become a 
binding agreement between you and the undersigned. 

Very truly yours, 

The foregoing Agreement is her~hy accept· 
ed. as or the date first above written. 

THE PRUDENTIAL INSURANCE CoMPAN\' OF AMERICA 

/s/ RAYMOND A. CHARLES 
By·~-='--:.:.::.::..=.:=.;.;.:..;:.:.::.::.:=:..-~~ 

Vice Preaident 

. . 

1i1·,, 

!/ 

,, ,, 

WoRLD BooK F1NANCE, INC. 

By /s/ GRANT C. MALCHOW 

20 
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WORLD BOOK FINANCE, INC. 

PROMIS.WRY NOTE 

$25,000,000 

EXHIBIT A 

Chicago, Illinois 
June 30, 1981 

FOR VALUE RECEIVED, the undersigned, WORLD BooK F111A11CE, I11c. (herein called the 
"Company"), a corporation organized and existing under the laws of the State of Delaware, hereby 
promiaM to pay to 

THE PllUDEllTIAL lllBUllAllCE CoMPAllY OF AMERICA 

or registered aaaigns, the principal sum of 
' 

TwE11n-F1VE M1wo11 ($25,000,000) DoLLARS 

on June 30, 1989, with interest (computed on the basis of a 360-day year-30-day month) on the un· 
paid balance thereof at the rate of 14.75% per annum from the date hereof, payable semi-annually on 
the last day of June and December in each year, commencing December 31, 1981, until the principal 
hereof shall have become due and payable, and thereafter at thll rate of 15.75% per annum until paid. 

\', 

30/ 

Payments of both principal and interest are to be made at the office of The Prudential Insurance 
Company of America at Pr!!dential Plaza, Newark, New Jersey, or such other place as the holder 
hereohhall designate to the Company in writing, in lawful money of the United States of America . 

This Note is issued pursuant to an Agteement dated June 30, 1981, between the Company and 
The Prudential Insurance Company of America and is entitled to the benefits thereof. As provided in 
said Agreement, this Note is subject to prepayment, in whole or in part, in certain cases without 

•'i premium and in other cases with a premium as specified in said Agreement . 

As provided in said Agreement, upon surrender of this Note for registration of transfer, duly 
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder 
hereor or his attorney duly authorized in writing, a new Note for a like principal amount will be 
issued to, and registered in the name of, the transferee. Prior to due presentment for registration of 
transfer, the Company may treat the person in whose name this Note is registered as the owner hereof 
for the purpose of receiving payment and for all other purposes, and the Company shall not be 
affected by any notice to the con~rary. 

The Company agrees to make prepayments of principal on the dates and in the amounts specified 

in said Agreement. 

The Company agrees to pay, or reimburse the holder hereof for, and save the holder hereof harm· 
less against, any loss, liability, cost and expense incurred in connection with the enforcement by the 
holder hereof of its rights under this Note or the Agreement to the extent permitted by applicable law. 

In case an Event of Default, as defined in said Agreement, shall occur and be continuing, the 
principal of this Note may be declared due and payable in the manner and with the effect provided in 

aaid Agreement. 

WoRLD BooK F111A11cE, Ille . 

.. 
President 

Treasurer 
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EXHIBIT B 

gumy OPERATING AGREEMENT 

KtaBY OPEllATINO AoBEEMENT dr.ted r.a of June 30, 1981 among World Book·Childcraft 
lnternationr.l, Inc. ("World Book"), World Book Finance, Inc. ("Finance"), World Book Enterprises, 
Inc., formerly World Book Encyclopedir., Inc. ("Enterprises"). The Scott &: Fetz.er Company ("Scott 
It Fet&er"), and United Retr.il Finance Company ("United"). 

In oonsiderr.tion of the mutur.l promises herein contr.ined, World Book, Finr.nce, Enterprises, 
Soott It Fet&er, and United ~ree r.a followa: 

1. hreUle of Kirby Reeelva•lel. 

United mr.y from time to time within its aole discretion enter into r.greements with distributors 
("Distributor Agreements") of products manufactured and/or distributed at wholesaie by the Kirby 
Diviaion of Scott &: Fetzer, whereby such distributors will offer to sell and United will purchase such 
Kirby Receivables r.a meet United's credit and financing standards. The Distributor Agreements shall 
be in substantir.lly the form of the distributor agreement attr.ched as Annex 1 hereto, but may vary 
from the form or Annex 1 r.a deemed necessary by United snd as approved in writing by Finance in 
order to (i) comply with locr.l business prr.ctices or applicable Federal, str.te or local laws or 
regulr.tions, or (ii) accomplish such vr.riations or revisions in the arrangements with distributors as are 
not detrimental to the interests or united. 

z. Mvuce of Fudl . 

So long r.a United is a Subsidiary of Finance, Finance shall advance funds to United for the 
conduct of the business or purchasing and collecting Kirby Receivables,' at such times. and on such 
terms and conditions as Finance and United may agree. Such advances mr.y be in the form or inter· 
company loans, capitr.l contributions, the purchases or addition!\! capital stock, advances under 
revolving lines of credit, or as otherwise may be convenient . 

S. Open&IOll of Bulaeu. 

During the term of this Agreement United shall engage solely in the business of purchasing and 
collecting Kirby Receivables pursuant to the terms of the Distributor Agreements. During the term 
of this Agreement United shall: 

(a) maintain all books and records necessary or adviaable for the conduct or its business and 
to permit the calculations contemplated by this Agreement and the Distributor Agreements; 

(b) establiah written credit and financing str.ndards designed to comply with all applicable 
consumer credit laws and administrative regulations and designed to reasonably ensure the 
creditworthiness or r.11 obligors on the respective Kirby Receivables; 

(c) cause the protection and perfection or all security interests of United relating to the 
Kirby Reooivr.bles; and 

(d) ensure that reserve accounts are maintained and applied pursuant to each Distributor 
Agreement. · 

t. Bad Dell& Relerve. 

During the term of this Agreement United shall establish and maintain on its books a Bad Debt 
Reserve Account equal to the aggregate of (i) two percent (2%) of the gross unpaid balances 
or all Kirby Receivables purchased by United with recourse against the distributors, (ii) ten percent 
(10%) or the gross unpaid balances or all Kirby Receivables purchased by United without recourse 
against the distributors, and (iii) without duplication or amounts under (i) and (ii), the full amount of 

B·l 
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the gtoea unpaid bal.iices of all Kirby Receivables in default in an amount equal to four or more 
monthly payments . 

I. lavalmeiil c.-t. 
(a) If at the end of any Accounting Period the Consolidated Net Earnings Available for Fixed 

Charges for such Accounting Period and previous Aricounting Periods, if any, occurring in the same 
li-1 year were less than one and one-half times Fixed Charges for such Accounting Period and 
previo,ila Accounting Periods, if any, occurring in the s,ame fiscal year, World Book, Enterprises or 
Scott A Fetzer or all of them (intending to be jointly and severally obligated) shall promptly pay and 
transfer to Finance cub in the amount by which such Consolidated Net Earnings Available for Fixed 
Charges for 1uch Acoounting Period and previous Accounting Periods, if any, occurring in the same 
li-1 year were leaa than one and one-half times such Fixed Charges for such Accounting Period and 
previoua Accounting Periods, if any, occurring in the same fiscal year. Such payment shall be made as 
a purchale of additional aharea of common stock of Finance for such number of shares e.s may be 
determined by Finance at the time. World Book, Enterprises, Finance and Scott & Fetzer shall take 
auch action (including amendments to Finance's certificate of incorporation, or by-laws, or both) as 
may be'Deca&ary to accomplish the authorization and issuance of such additional shares of common 
•tock. of Finance and the payment therefor. The purchase price for such additional shares of common 
atock of Finance ahall be $10,000 per share, payable concurrently with the issuance and delivery of 

· auch lltOCk to the purchuer thereof. 

(b) Within 40 days after the close of each of its quarters, Finance shall deliver to Scott & Fetzer 
copies of quarterly financial statements of Finance in such detail as may be reasonably required by 
Scott A Fetzer, together with a certificate by an authorized financial officer of Finance, setting forth 
in detail the computations under paragraph 5(a) and the number of shares or Finance's common 
mtock, if any, to be purchased at such time pursuant thereto. Within. 5 days after the date of delivery 
of such certificate, at the principal office or Finance in Chicago, Illinois (or such other place and time, 
not later than 5 days after the date or delivery of said officer's certificate, as may be mutually agreed 
upon between Finance and Scott & Fetzer), Scott & Fetzer, World Book, or Enterprises or any 
combination thereof, shall consummate the purchase of the number of shares of stock of Finance set 
forth in said certificate at the price per share hereinabove provideJi (unless a different price shall have 
been mutually determined). Concurrently with the payment of such purchase price, Finance shall 
iuue and deliver to Scott & Fetzer, World Book or Enterprises (as the case may be) the number of 
fully paid and non·assesHble shares of Finance's common stock so purchased. 

I. Neptlve C.veua11. 
During the term or this Agreement, United, without the written consent or Finance, will not and 

will not permit any Subsidiary of United to: 

(a) Cr.eate, assume or suft'er to exist any lien upon any of its property or assets, whether now 
owned or hereafter acquired, except: 

(i) Liens for taxes not yet due or which are being actively contested in good faith by 
appropriate proceedings; 

(ii) other Liens incidental to the conduct of its business or the ownership of its property 
and assets which were not incurred in connection with the borrowing of money or the 
obtaining of advances or credit and which do not in the aggregate materially detract from 
the value or its property or assets or materially impair the use thereof in the operation of its 
buaineaa, including any Liens for payment or judgments that are being act.\vely contested in 
good faith by appropriate proceedings and execution on which is stayed; and 

(iii) Liens on property or assets or a Subsidiary or Uniled to secure obligations of such 
Subsidiary to United . 

B-2 
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{b) ~te, incur, assume or auft'er to exist any indebtedness or obligation which under gener
ally accepted accounting principles is shown on the balance sheet as a liability (excluding reserves 
for deferred income taxes and other reserve& to the extent that such reserves to not con!titute a 
debt or obligation) or any guarantees, endorsements or other contingent liabilities, except: 

{i) indebtedness and liabilities to Finance; and 

{ii) unsecured accounts payable and other unsecured liabilities and obligations 
incidental to the regular conduct of its business which were not incurred in connection with 
the borrowing of money or the obtaining of advances of credit and which do not in the 
~ate materially detract from the value of its property or assets or materially impair the 
uee thereof in the operation of its business, provided that at all times such accounts payable 
and other obligations &hall not be more than thirty (30) days overdue. 

7. b•em·">"· 
United will indemnify, defend and save harmless Finance, World Book, Enterprises, and Scott & 

Fetser from any and all claims aaeerted against all, any one, or any combination of them by any third 
perty arising out of any act or failure to act by United in the conduct of its business of purchasing 
and collecting Kirby Receivables, including, but not limited to; failure to comply with the terms of 
any ~tributor Agreement and failure to comply with any applicable law or administrative 
regulation . 

•• Term. 
Thia Agreement shall remain in full force and effect for an initial term ending December 31, 1990, 

and lhall be automatically renewed for successive terms or one year each unless, at least 90 days prior 
to the expiration. of the then current term, any party hereto shall give to the other parties written no
tice of termination hereof, which termination shall be effective as of the end of the then current term . 

..De ....... 
Al ueed in this Agreement, the following terms have the following respective meanings: 

"Accoilnting Period": any three-month period used by Finance as an accounting period 
within it.a fiacal year. 

"Fixed Charges": all charges of Finance and its consolidated subsidiaries for interest on 
funded and unfunded debt, amortization of debt discount, and 1-entals ·ror leased properties, all 
determined in accordance with generally accepted accounting principles. 

"Consolidated Net Earnings Available for Fixed Charges": Consolidated net income of 
Finance and its subsidiaries as determined by generally accepted accounting principles, with the 
following adjustments (to the extent such items have not already been taken into account in the 
manner se~ forth below in calculating net income): 

(i) all operating and maintenance expenses, taxes other than taxes on or measured by 
income and depreciation shall be deducted in determining net income; 

(ii) all extraordinary, nonrecurring items of income shall be excluded ia determining net 
income; 

(iii) all extraordinary, nonrecurring items of expense shall be deducted in determining 
net income; ·· 

, (iv) Fixed Charges shall not be deducted in de~ermining net income; and 

(v) any cash payment for any Accounting Period during the same fiscal year actually 
made pursuant to paragraph 5 by Scott & Fetzer, World Book or Enterprises, or any 
combinations thereof, shall be added to net income for such Accounting Period . 
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"Kirby Receivables" shall mean any right to receive payment in United States or Canadian 
currency arising out or the retail sale by distributora or dealers in the ordinary course or business 
of consumer floor care and related products manufactured and/or distributed at wholesale by the 
Kirby Division or Scott & Fetzer, including all interests in or arising under, any conditional sales 
agreement, chattel mortgage, promil!lory note, lease, chattel paper, retail installment contract, 
credit sale contnct, li~n contract, security agreement, security interest or lien evidencing or 
aecuring 1uch right to receive payment, including the right to receive or retain any interest on or 
finance charge in respect or the principal amount of such payment, but only to the extent United 
lhall be entitled to such interest or finance charge as the holder or the right to receive such 

principal amo.unt. 

"Lien" lhall mean any mortgage, pledge, security interest, encumbrance, lien or charge or 
any kind (including any agreement to give any or the foregoing, any conditional sale or other title 
retention agreement, any lease in the nature thereof, and the filing of or agreement to give any 
financing statement under the Uniform Commercial Code or any jurisdiction) . 

"Subaidiary" shall mean any corporation all or the stock of every class or which, at the time 
u of which any determination is being made, is owned either directly or through Subsidiaries. 

11. Nllk:el. 
All communications contemplated by this Agreement shall be sent by first class mail addressed as 

follows: 

If to World Book, to: 

If to Finance, to: 

If to Enterprises, to: 

If to Scott & Fetzer, to: 

If to United, to: 

11. Mlleeua-. 

World Book-Childcrart International, Inc. 
Merchandise Mart Plaza 
Chicago, Illinois 60654 

c,;: Attn: President 

World Book Finance, Inc. 
Merchandise Mart Plaza 
Chicago, Illinois 60654 
Attn: President 

World Book Enterprises, Inc. 
Merchandise Mart Plaza 
Chicago, Illinois 60654 
Attn: President · 

The Scott & Fetzer Company 
14600Detroit _,venue 
Lakewood, Ohio 44107 
Attn: President 

United Retail Finance Company 
Merchandise Mart Plaza 
Chicago, Illinois 60654 
Attn: President 

(a) Thia Agreement is not intended to be, and is not, and nothing herein contained, and nothing 
done by World Book, Enterprises or Scott & Fetzer purauant hereto, shall be construed or deemed. to 
constitute a direct or indirect guaranty by World Book, Enterprises or Scott & Fetzer or the payment 
or the interest on or principal or any indebtednel!I, liability or obligation or any kind or character or 
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Finance to any perion or peraona whomsoever, but this Agreement is intended to obliprate the parties 
hereto aa herein aet forth. The parties recognize that the existence and performance ohheir respective 
obligationa under this Agreement are essential to the continuing business and operations of Finance, 
and, accordingly, agree that (i) no default by Finance or United in the performance of their 
obligationa hereunder shall be deemed sufficiently material to the overall subject matter of this 
Agreement to constitute a basis for rescilion, revocation or other cancellation of this Agreement prior 
to the end or the initial term hereof, and (ii) the parties shall be limited to remedies seeking the 
enforcement or the specific provisions hereof or a suit for damages. The parties further acknowledge 
that the remedies at law for breach or nonperformance or the investment covenants set forth in 
paragraphs 5(a) and 5(b) hereof are inadequate, and, accordingly, agree that any party shall be 
entitled to equitable relier for the breach or any such provisions, including preliminary and permanent 
mandatory injunctions and specific performance. 

(b) All agreements herein shall bind and inure to the benefit or the respective successors and 
permitted auigna or the parties hereto whether so expressed or not. This Agreement shall be governed 
by the laws of the State of Illinois. The headings herein are for the purpose or reference only and 
1hall not limit or otherwise altect the meaning hereof. This Agreement may be exe~uted 
aim)lltaneoualy in two or more counterparts, each or which shall be deemed an original, and it shall 
not be necessary in making proof of this Agreement to produce or account for more than one such 
coul!lterpart. This Agreem~nt may not be assigned by any party hereto without the written consont of 
each other party hereto . 
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IN W1niESS WHEREOF, the parties have caused this Kirby Operating Agreement to be executed and 
delivered by their duly authorized officers as or the day and year first above written . 

-, 

THE ScoTT & FETZER CoMPA!ff 

By 
President 

A=: 

By 
&cretory ., 

,·::; WoRLD Boox-CHILDCRAFT INTERNATIONAL, INC . 

By 
President 

ATTDT: 

By 
&crelllry 

Wo11,LD BooK FINANCE, INC. 

By 
President 

ATTEST: 

By 
&CTtlory 

WoRLD Boox ENTERPRISES, INC. 

By 
President 

ATTEST: 

By 
&cretory 

UNITED RETAIL FINANCE COMPANY 

By. 
President 

ATTEST: 

By 
&CTttcry 
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ANNEX 1 

DJSTRJBUTOR AGREEMENT 

This Agreem.!'llt is made this day of , 19 , by and between 
having an office at , hereinafter 

referred to as the Distributor, and United Retail Finance Company, having an office at Merchandise 
Mart Plaza, Cjiic;.go, Illinois 60654, hereinafter referred to as the Company. 

The Distributor engages in the business of selling at retail certain consumer products manufac
tured and/or distributed at wholesale by Kirby Division of The Scott & Fetzer Company, and in con
nection with such sales the Distributor enters into retail installment contracts, security agreements, 
oonditional sales contracts, credit sale contracts, lien contracts, or other written evidences of obliga
tiona to pay, hereinafter referred to as Contracts, with individual purchasers. The Distributor desires 
to acquire the right to ofter to sell any or all of these Contracts to the Company, and the Company 
desires to purchase such of the Contracts as meet with the Company's credit and financing standards. 

In consideration of the above and for other good and valuable consideration, the parties hereto 
agree as follows: 

1. Otrer te Sell. The Distributor shall have the right but not the obligation to offer to sell to 
the Company any~ or all Contracts which it enters into in the ordinary course of its business 
during the term of this Agreement. The Distributor shall make an offer to sell by delivering to 
the Company copies of the Contract and the credit application signed by the individual purchaser 
or purchasers. If the Company has not notified the Distributor of its acceptance of a particular 
C<!ntract within seven days of the date of the ofter to sell, the Distributor may offer the Contract 
to other parties. 

I. Credit ud FflwlefD1 Studards. Tl!e Company agrees to examine and consider each 
Contract offered to it, to conduct such investigation of the credit of the purchasers as it deems 
appropriate, and to notify the Distributor of its decision to accept or reject the Contract. The 
Company's decision to accept or reject each Contract shall be at its sole discretion. The 
Company agrees to provide to the Distributor from time to time general guidelines regarding the 
credit standards and the financing standards which the Company will use to make its decisions. 

I. PvcUte ef Colltradl. When the Company ''notifies the Distributor of its decision to 
purchase a Contract, the Distributor shall promptly deliver to the Company (a) the executed 
Contract containing the original signatures of the purchasers and of the Distributor's salesperson 
and further containing the assignment executed by the Distributor to the Company, (b) the credit 
application containing the original signatures of the purchasers, and ( c) a delivery receipt signed 
by the purchaser acknowledging that the products have been received. The Company agrees to 
pay to the Distributor the purchase price, as defined in paragraph 4 below, less any deductions 
permitted by this Agreement, for each Contract it purchases. At the end of the first working day 
of. eacil\\ week the Company shall calculate the amount due to the Distributor for Contracts 
pu~ch~ but not yet paid and shall pay such amount due to the Distributor within two working 
days. Payments o! amounts due to the Distributor shall not be made more frequently than once 
each week. 1: . \";:1 

•· Puellue Prtee. The purchase price for each Contract will be equal to the Amount 
Financed on the Contract less an acquisition fee of % of the Amount Financed. In the event 
that a purchaser shall have completed payment of the Amount Financed on the Contract within 
90 days from the date of Contract, an additional acquisition fee of % of the Amount Financed 
will be charged to the Distributor. In the event that an error or omission has been made in the 
amount of the Finance Charge on a Contract which results in a reduction of ten dollars or less in 
the amount of interest to be earned on the Contract, the Company will purchase such Contract 
subject to an additional acquisition fee equal to the amount of the reduced interest. If the 
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Distributor does not agree to such additional acquisition fee, or if the reduction of interest. to be 
earned exceeds ten dollaiil, the Company will reject the Contract. 

5. Deferred Payable Aeeout. When the Distributor offers to sell to the Company a 
Con~t with an Amount Financed which exee<!ds the Company's financing standards, the 
parties may agree that the Company will purchase the Contract subject to the Company 
retaining that amount or the Amount Financed which exceeds its financing standards and placing 
it in a deferred payable account. If the Contract is not in default at the end of the first half of 
that Contract's original term, the amount held in the deferred payable account for that Contract 
shall be paid to the Distributor at that time. If the Contract is in default at such time, the 
amount held in the deferred payable account shall be paid to the Distributor only when that 
Contract is paid in full or is repurchased by the Distributor. 

I. Reserve Aeeout. 'The Distributor agrees that the Comp~ny may retain % of the 
Amount Financed on each Contract purchased and place such amount iin• reserve account. The 
reserve account shall be subject to the following terms and conditions: 

(a) Funds in the reserve account may be used in the Company's sole discretion to pay in 
full the net balance due on any Contracts which Distributor fails to repurchase as re11uirml in 
paragraph 7 below. If a Contract is paid in full by funds from the reserve account, tlw 
Company agrees to reassign without re!i<>urse the Contract to the Distributor if so requested 

in writing. 

(b) Funds in the reserve account may be used in the Company's sole discretion to pay or 
aatisfy any loss, cost, damage, or expense which the Company may suffer or incur by reason 
of any breach by the Distributor of any provision or this Agr~ement or of any provision 
contained in the assignment of any Contract. 

(c) If this Agreement is terminated, the Company may hold and use the funds in the 
·reserv.e ~11nt in accordance with the terms and conditions of this paragraph 6 until all 
Contracts purchased by the Company are paid in full. 

(d) Provided that the Distributor has complied with all of the terms and conditions of 
this Agreement and provided that this Agreement has not been terminated, on the first day 
of March, June, September, and December each year the Company shall reconcile the 
balan~ in the reserve account and, within ten days thereafter, pay to the Distributor out of 
the reserve account such amount as exee<!ds percent of the aggregate then unpaid gross 
balances on all Contracts purchased. 

(e) No payment to the Distributor shall be made under paragraph 6(d) to the extent 
such payment reduces the reserve account below five thousand dollars. 

'l. ReparcUle Ollllptloa. The Distributor agrees to repurchase from the Company any 
Contract upon written notice by the Company that any of the following conditions exists: 

(a) That a representation, warranty, or covenant contained in this Agreement has been 
breached as to such Contract; 

(b) That a representation or warranty contained in the individual assignment of such 
Contract bas been breached; 

(c) .:J'hat no payment has been received from the purchaser under such Contract for a 
period or 90 days; 

· (d) That such Contract is in default in an amount equal to 3 monthly payments under 
the Contracts; or 

(e) That the Company bas made reasonable efforts to collect the amounts due under 
such Contract and considers further collection efforts futile . 
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The repurc~ase price shall be equal to the sum of: (a) the net balance due on such Contract on (i) 
the date on which the last installment was paid or (ii) the first installment due date if no 
installment has. been paid, and (b) the Finance Charge thereafter acc~ued to the date of 
repurchase, such Finance Charge accrual period not to exceed 90 days. The Distributor agrees to 
pay the repurchase price to the Company within three working days after receiving the above
de1Cribed notice and further agrees that the Company may at its option deduct such repurchase 
price from any amounts payable to the Distributor by the Company. The Company shall not be 
required to repoaseaa or arrange for delivery to Distributor, or be liable for any costs thereof, of 
any products which are security for a Contract which is repurchased. Upon repurchase by the 
Distributor, the Company agrees to reassign without recourse the Contract to the Distributor if 
eo requested in writing. 

I. Reprete11taU- ucl Warrutlel. As to each of the Contracts offered or sold to the 
Company, the Distributor repre8ents and warrants all of the following: 

. (a) That it has full and perfect title to and right to convey the Contract free of any 
encwpbrance, lien, or any interest of third parties, or any nature whatsoever; 

(b) That the Col)tract is result of the sale or its own products; 

(c) That the products listed and described in the Contract have been unconditionally 
accepted by the purchasers; 

(d) That the Contract represents a purchase money security interest in the products sold; 

(e) That the Contract has been offered to the. Company within 15 days after the 
Contract was executed by the purchasers; 

(£) That the down payment is correctly stated in the Cont~~ct and has been received by 
the Distribµtor in cash or its proper equivalent; 

(g) That all dates, dollar amounts, percentages and descriptions were completed on the 
Contract before it was executed by the purchasers; 

(h) That the Contract accurately and correctly reflects a genuine, bona fide sale and the 
price and terms thereof; 

(i) That all parties to the Contract 1!(ere competent at the time it was executed; 

(j) That all signatures on the Contract are genuine; 

(k) That the Contract is the entire and sole contract between the purchasers and the 
Distributor as to the sale evidenced thereby, exi!epting any warranty or service contract the 
Distributor may have entered into in writing; 

(1). That there is no undisclosed agreement, concession or litigation of any nature 
affecting the Contract; 

(m) That the amount due from the purchasers under the Contract is not disputed or 
subject to any claim, set-off, deduction, credit, counterclaim, or defense in law or equity; 

(n) That the Contract is valid and enforceable according to its terms against all parties 

thereto; and 
(o) That the Contract complies with any applicable installment sales law or other 

applicable state or federal law or administrative regulation. 

The representations and warranties contained in this Agreement shall apply to each Contract in 
addition to any representations and warranties made by the Distributor in the assignment of 

each Contract. 
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t. Coveauts of Dlltrlblltor. As to each or the Contracts sold to the Company, the 
Diatributor covenants and agrees that it will not: 

(a) Make any agreement with the purchasers affecting the Company without the 
knowledge and written consent or the Company; 

(b) Alter or attempt to alter the terms of any Contract which has been sold to the 
. Company and which the Company still owns; nor 

(c) Exchange or substitute other products for those described in or relating to the 
Contract without the Company's consent . 

It. Collectloa of Colltraell. The Company shall have the sole right to make collections on all 
Contracts purchased and to notify each purchaser of the Company's purchase of such Contract. 
The Diatributor agrees not to solicit or make any collections with respect to any Contract 
purchased except pursuant to written instructions of the Company. The Distributor shall 
forward to the Company promptly all communications, inquiries, and remittances which it may 
receive with reference to the Contracts purchased. The Distributor hereby authorizes the 

. Company to endorse the name of the Distributor upon any check or other form of payment 
which comea into the possession of the Company in connection with such Contract. The 
obligations of the Distributor under this Agreement shall not be affected by any collection action 
taken or attempted on such Contracts by the Company, nor by any settlement, extension, 
forebearance, or variation in terms of a Contract, nor by the discharge or release of obligations or 
a purchaser under a Contract by operation of law or otherwise . 

11. llMlelllllUlcialillll. The Distributor hereby agrees to indemnify and save harmless the 
Company against any and all loss, liability, damage, cost, penalties, and expenses, including 
reasonable attorneys' fees, resulting from or relating to the Company's purchase of Contracts 
under this Agreement, including but not limited to, products liability claims, warranty claims, 
taxes and aaseasments of any nature and kind levied on or based on the value, use, op<iration, 
tranafer or aale of products which are the subject of the Contracts, and claims that the 
Diatributor, or its agents or representatives, have violated applicable state or federal laws or 
regulations which regulate the consumer credit business. 

IZ. Reaulpmeat. When a Contract is reassigned by the Company to the Distributor under 
the terms of this .Agreement or otherwise, the parties agree that such reassignment shall be 
without reeourse and without any warranty or representation of any nature whatsoever. It is the 
intention of the parties that the legal effect of a reassignment is to return the parties to the same 
position aa if there had never been an assignment of such Contract to the Company. 

IS. TermiDatlDD. Either party may terminate this Agreement at any time upon thirty days' 
notice in writing to the other party. Termination of this Agreement shall not affect any right, 
obligation, or interest of either party relating to any Contract purchased pursuant to this 
Agreement' by the Company prior to the termination, · 

H. Mllcellueolli Provltlou. 

(a) It is understood and agreed, any law, custom or usage to the contrary 
notwithstanding, that Company shall have the right at all times to enforce the covenants and 
provisions of this Agreement in strict accordance with .the terms hereof, notwithstanding any 
conduct or custom on the part of the Company in refraining from so doing at any time or 
times; and further that the failure of the Company at any time or times to enforce its rights 
under aaid covenants and provisions strictly in accordance with the same, shall not be 
construed as having in any way or manner modified, altered or waived the same. 

(b) The rights and remedies given to Company herein shall be cumulative and in 
addition to the other rights and remedies it may have by contract, statute or rule of law, and 
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• uerei.e of any such right or remedy .shall not exhaust the same or be deemed a waiver of 
any other right or remedy. 

(c) Thia Agreement shall be binding upon and inure to the benefits of the heirs, 
uecutora, administrators, 1ucceuors and a11igns or the parties hereto. 

(d) Thia Agreement may not be modified, altered or amended in any manner 
wba~ver, except by a further agreement in writing signed by all or the parties hereto. 

(e) Thia Agreement contains all of the understandings, promises and undertakings of the 
parties hereto. All prior understandings and agreements oral or written heretofore entered 
into between the parties hereto are merged herein. 

(0 Any provisions of this Agreement found upon judicial interpretation or construction 
to be prohibited by law shall be ineffective to the extent or such prohibition, without 
invalidating the remaining provisions herecr. All words used shall be understood and 
~trued to be of such gender or number as the circumstances may require. 

(g) Paragraph headings are for convenience reference only and are not to be interpreted 
u a oomplete aummary or each paragraph. 

(h) Thia Agreement and all rights and obligations hereunder, including matters or 
OODltruction, validity and performance, shall be governed by and construed and interpreted 
in accordance with the laws of the state or Illinois. " 

I" WIT!lllll Wm:uoF, the parties have hereunto set their hands the day and year first above 

written. 

Distributor 

By· ___________ 4;Seal) 

UNITID RETAIL FINANCE COMPAN\" 

312. 

BY-----------(Seal) · 
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EXHIBIT C 

Senior Subordinated Indebtedness• or the Company shall be evidenced by a note or other written 
obligation which ahall contain substantially the following provisions: 

I. The payment or any and all Senior Subordinated Indebtedness is expressly subordinated 
to the extent and in the manner aet forth in paragraphs 2 to 4, inclusive, hereof to Senior 
lndebtedneu. The term "Senior Subordinated Indebtedness" shall mean and include the 
principal of and intereat on all liabilities or the Company or any Subsidiary, or any combination 
thereof, tO the holder ("Holder") of auch Senior Subordinated Indebtedness, direct or contingent, 
joint, lti't-~ or independent, now or hereafter existing, due or to become due to, or held or to be 
held by, th~ Holder, whether created directly or acquired by assignment or otherwise, including, 
without limiting the generality or the foregoing 

The term "~nior Indebtedness" ahall mean and include the principal or and premium, if any, and 
intereat on all lndebtedneu or the Company or any Subsidiary that is not subordinated in 
acoordance with the proviaiona hereof, direct or contingent, joint, several or independent, now or 
hereafter exiating, due or to become due, whether created directly or acquired by assignment or 
otherwiae including, without limiting the generality or the foregoing, all Indebtedness or the 
Company or any Subsidiary for principal or and interest on the Note issued under and pursuant 
to the proviaiona of the Note Agreement (the "Agreement") dated June 30, 1981, between the 
Company. and The Prudential lnaurance Company or America (including extensions, renewals 
and refundinp thereof, whether or not the principal amount is increased). 

2. U there 1ball occur an Event of Default or Default, as defined in Section 10 of the 
Agreement, then, unleu and until auch Event. or Default or Default shall have been cured, or 
unleu and until Senior lndebtedneu shall be paid in full, the Holder will not receive or accept 
any payment Crom the Company in respect of Senior Subordinated Indebtedness. 

3. In the event that the Holder shall receive any payment on Senior Subordinated 
lndebtedne11. which the Holder is not entitled to receive under the provisions or the foregoing 
paragraph 2, he will bold any amount so received in trust for the benefit or the owner or owners 
of the Senior Indebtedness and will forthwith tum over such payment to the owner or owners of 
the Senior lndebtedneu in the form received to be applied on Senior Indebtedness. 

4. In the event or any liquidation, dillolution or other winding up or the Company or any 
Subsidiary, or in the event of any receivenhip, insolvency, bankruptcy, assignment for the benefit 
of creditors, reorgani1111tion or arrangement with creditors, whether or not pursuant to 
bankruptcy' lawa, we of all or aubstantially all of the assets or any other marshalling or the 
uaets and liabilities of the Company or any Subsidiary, (i) Senior Indebtedness shall first be paid 
in full before the Holder ahall be entitled to receive any moneys, dividends or other assets in any 
proceeding, and (ii) the Holder will at the requeat of the owner or owners of a majority of the 
principal amount or the Senior Indebtedness file any claim, proof or claim or other instrument or 

0 aimilar character necessary to enforce the obligations of the Company or any Subsidiary in 
reapect of Senior Subordinated Indebtedne11 and will hold in trust for the owner or owners or the 
Senior lndebtedneu and pay over to the owner or ownen of the Senior Indebtedness, in the form 
received, to be applied on Senior Indebtedness, any and all moneys, dividends or other assets 
received in any auch proceeding on account of Senior Subordinated Indebtedness, unless and until 
Senior Indebtedneu ahall be paid in Cull. In the ttvent that the Holder shall fail to take such 
ution so requeated, a repreaentative designated for auch purpose by the owner or owners or a 
majority of the outstanding principal amount of the Senior lndebtedne11 may, as attorney-in-fact 
for the Holder, take auch action on behalf of the Holder, and the Holder hereby appoints such 
repreaentative u attorney-in-fact for the Holder to demand, sue for, collect and receive any and 
all' auch moneya, dividend• or other uaets and give acquittance therefor and to file any claim, 

0 All lerma ulld hmin that are defined in the Note A-ment between World Book Finance, Inc. and The Prudential 
lnaurance Company ol America dated J~ne 30, 1981 aball have meanings as eet lorth in 1&id Agreem•n~ 
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proor or claim or other instrument of similar character and to take such other action (including 
acceptance or rejection of any plan of reorganization or arrangement) in the name of the owner or 
owners or the Senior Indebtedness or in the name of the Holder, as such representative may deem 
necessary or adviaable ror the enforcement of these subordination provisions; and the Holder will, 
upon request, execute and deliver to such representative such other and further powers of 
attorney" or other instruments as such representative may request in order to accomplish the 
·foregoing. 

5. The owner or owners of the Stmior Indebtedness may, at any time and from time to time, 
without the consent of or notice to the Holder, without incurring responsibility to the Holder, and 
without impairing or releasing any 1'ights of such owner or owners, or any of the obligations of 
the Holder under these· subordination provisions: 

(a) Change the amount, manner, place or terms 0£,.payment or change or extend the 
time of payment of or renew or. alter Senior Indebtedness or amend the Agreement or any 
other agreement relating to the issuance of any Senior Indebtedness in any manner or enter 
into or amend in any manner any other agreement relating to Senior indebtedness; 

(b) Sell, exchange, release or otherwise deal with any property by whomsoever at any 
time pledged or mortgaged to secure, or howsoever securing, Senior Indebtedness; 

(c) Release anyone liable in any manner for the payment or collection or Senior 
Indebtedness; 

(d) Exercise er refrain from exercising any rights against the Company, any Subsidiary, 
or any other Person (including the Holder); and 

(e) Apply any sums by whomsoever paid or however realized to Senior Indebtedness. 

6. Notice of acceptance contained herein is hereby waived . 

'I'. The Holder will cause all Subordinated Indebtedness to be evidenced by a note or other 
inatrument which shall bear upon its face a statement or legend to the effect that such note or 
other inatrument is subordinated. to Senior Indebtedness in the manner and to the extent set forth 
herein, and will. mark its books to show that the Senior Subordinated Indebtedness is so 
aubordinated to Senior Indebtedness. 

8. The Holder represents and warrants. that neither the execution nor delivery of the 
instrument containing these subordination provisions, nor fulfillment nor compliance with the 
terms and provisionS hereof will conftict with, or result in a breach of the terms, conditions or 
provisions of, or constitute a default under, any agreement or instrument to which the Holder is 
now subject. 

9. That portion of the Senior Indebtedness evidenced by the Note is intended to be construed 
and enforced in accordance with the laws of the State of Illinois, and the Holder accordingly 
agrees that the instrument containing these subordination previsions shall be construed and 
enforced i.n accordance with, and the rights of the parties thereto shall be governed by, the law of 
the State of Illinois . 
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EXHWIT D 

Junior Subordinated Indebtedness• of the Company or any Subsidiary shall be evidenced by a 
note or other written oblii;ation which shall contain substantially the following provisions: 

1. The payment of any and all Junior Subordinated Indebtedness is expressly subordinated 
to the extent and in the manner eet forth in paragraphs 2 to 4, inclusive, hereof to Senior 
Indebtedneaa and Senior Subordinated Indebtednees. The term "Junior Subordinated 
Indebtedness" 1hall mean and include the principal of and interest on all liabilities of the 
Company or any Subeidiary, or any combination thereof, to the holder ("Holder") of such Junior 
Subordinated Indebtedness, direct or contingent, joint, eeveral or independent, now or hereafter 
exieting, due or to !Mome due to, or held or to be held by, the Holder, whether created directly or 
acciuired by auignment or otherwiee. The term "Senior Subordinated Indebtedness" shall mean 
and include the principal of and interest on all Indebtedness of the Company, or any Subsidiary, 

,,or any combination thereof, that is subordinated to Senior Indebtedness but that is not 
1ubordinated to Junior Subordinated IDdebtedness in accordance with the provisions hereof, 
direct or contingent, joint, eeveral or independent, now or, hereafter existing, due or to become 
due, whether created directly or acquired by &SSignment or otherwise. The term "Senior 
Indebtedness" ehall mean and include the principal of and premium, if any, and interest on all 
Indebtedneu of the Company or any Subeidiary, other than Senior Subordinated Indebtedness, 
that ii not aubordinated in accordance with the provieions hereof, direct or contingent joint, 
eeveral or independent, .now or hereafter exiating, due or to become due, whether created directly 
or acquired by assignment or otherwiee including, without limiting the generality of the 
foregoing, all Indebtedness or the Company or any Subeidiary for principal of and interest on the 
Note iuued under and punuant to the provisions of the Note Agreement (the "Agreement") 
dated June 30, 1981, between. the Company and The Prudential Insurance Company of America 
(including extenaions, renewals and refundings thereof, whether or not the principal amount is 
increaaed). 

2. If there 1hall occur an Event of Default or Default, as defined in Section 10 of the 
Agreement, then, unless and until such Event of Default or Default shall have been cured, or 
unless and until Senior Indebtedness and Senior Subordinated Indebtedness shall be paid in full, 
the Holder will not receive or accept any payment from the Company in respect of Junior 
Subordinated Indebtedness. · 

3. In the event that the Holder 1hall receive any payment on Junior Subordinated 
Indebtedness which the Holder is not entitled to receive under the provisions of the foregoing 
paragraph 2, he will hold any amount ao received in trust for the benefit of the owner or owners 
of the Senior Indebtedness wd will forthwith turn over such payment to the owner or owners 
thereof in the form received, to be applied firlt on Senior Indebtedness and thereafter on Senior 
Subordinated Indebtedness. 

4. In the event of any liquidation, dissolution or other winding up of the Company or any 
Subeidiary, or in the e:.;1int or any receivership, inaolvency, bankruptcy, assignment for the benefit 
of creditors, reorganization or arrangement with creditors, whether or not pursuant to 
bankruptcy laws, aale of all or aubstantially all of the assets or any other marshalling of the 
assets and liabilities of the Company or any Subsidiary, (i) Senior Indebtedness and Senior 
Subordinated Indebtedness 1hall first be paid in full before the Holder shall be entitled to receive 
any moneys, dividends or other assete in any proceeding, and (ii) the Holder will at the request of 
the owner or owners of a majority or the principal amount of the Senior Indebtedness file any 
claim, proof of claim or other instrument of 1imilar character necessary to enforce the obligations 
of the Company or any Subsidiary in respect of Junior Subordinated Indebtedness and will hold 
in trust for the owner or owners of the Senior Indebtedness and pay over to the owner or owners 
thereof, in the form received, to be applied firlt on Senior Indebtedness, any and all moneys, 
dividends or other aseets received in any 1uch proceeding on account of Junior Subordinated 

•All terma ulOd herein that .,. defined in the Note Apeement between World Bool< Finance, Inc. and The Prudential 
Jnourance Company or America dated June 30, 11181 aball have meaninp 01 oot forth in oaid Agreement. 
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,Indebtedness, unless and until Senior Indebtedness shall be paid in Cull. In the event that the 
Holder shall fail to take such action so requested, a representative designated for such purpose by 
the owner or owners of a majority of the outstanding principal amount of the Senior Indebtedness 
may, as attorney-in-fact for the Holder, take such action on behalf or the Holder, and the Holder 
hereby appoints such representative as attorney-in-fact for the Holder to demand, sue for, collect 
and receive any and all such moneys, dividends or other assets and give acquittance therefor and 
to file any claim, proof of claim or other instrument or similar character and to take such other 
action (including acceptance or rejection of any plan or reorganization or arrangement) in the 
name of the owner or owners of the Senior Indebtedness or in the name of the Holder, as such 
representative may deem necessary or advisable for the enforcement of these subordination 
proviaiona; and the Holder will, upon request, execute and deliver to such representative such 
other and further powers of attorney or other instruments as such representative may request in 
order to accomplish the foregoing. 

5. The owner or owners of the Senior Indebtedne11s and Senior Subordinated Indebtedness 
may, respectively, at .any time and from time to time, without the consent of or notice to the 
Holder, without incurring responsibility to the Holder, and without impairing or releasing any 

·rights of 1uch owner or owners, or any of the obligations of the Holder under these subordination 
proViaiona: 

" (a) Change the amount, manner, place or terms of payment or change or extend the 
time of payment of o~ renew or alter Senior Indebtedness and Senior Subordinated 
Indebtedness or amend the Agreement or any other agreement relating to the issuance of any 
Senior Indebtedness and Senior Subordinated Indebtedness in any manner or enter into or 
amend in any manner any other agreement relating to Senior Indebtedness and Senior 
Subordinated Indebtedness; 

(b) Sell, exchange, release or otherwise deal with any property by whomsoever at any 
time pledged or mortgaged to secure, or howsoever securing, Senior Indebtedness and Senior 
Subordinated Indebtedness; 

(c) Release anyone liable in any manner for the payment or collection of Senior 
Indebtedness and Senior Subordinated Indebtedness; 

(d) Exercise or refrain from exercising any rights against the Company, any Subsidiary, 
or any other Person (including the Holder); and 

(e) ·Apply any sums by whomsoever paid or .however realized to Senior Indebtedness and 
Senior Subordinated Indebtedness. · 
6. Notice of acceptance of the agreement contained herein is hereby waived. 
7. The Holder will cause all Junior Subordinated Indebtedness to be evidenced by a note or 

other instrument which shall bear upon its face a statement or legend to the effect that such note 
or other instrument is subordinated to Senior Indebtedness and Senior Subordinated Indebtedness 
in the manner and to the extent set forth herein, and will mark its books to show that the Junior 
Subordinated Indebtedness is so subordinated to Senior Indebtedness and Senior Subordinated 
Indebtedness. 

8. The Holder represents and warrants that neither the execution nor delivery of the 
"instrument containing these subordination provisions, nor fulfillment nor compliance with the 
terms and provisions hereof will conflict with, or result in a breach of the terms, conditions or 
provilions of, or constitute a default under, any agreement or instrument to which the Holder is 
now 1ubject. 

9. That portion of the Senior Indebtedness evidenced by the Note is intended to be construed 
and enforced in accordance with the laws or the State or Illinois, and the Holder accordingly 
agrees that the instrument containing these subordination provisions shall be construed and 
enforced in accordance with, and the rights or the parties thereto shall be governed by, the law of 
the State of Illinois. 

D-2 

31'-



• 

• 

• 
H • 
•· 

• 

• 

• 

• 

• 

SCHEDULE OF SENIOR INDEBTED~ 

WORLD BOOK FINANCE, INC . 

The Prudential'Insurance Company or America •••.......••....•... 

The Fir.it National Bank or Chicago •..•••••.•••.••.....••........• 

EXHIBIT E 

$47,375,000 

25,000,000 

CitibanlL, N.A.-Tokyo Branch" • • • • • • . • . • • . . • . . • . . . . • • . . . . • • • • • • • ¥ 1,032,400,000 4,571,175 

The Fint National Bank or Chicago-Tokyo Branch" • • . . . . • • • . . . • . ¥ 1,168,310,000 5,172,947 

Chemie11l Bank-Tokyo Branch" • • • • . . . • • . . . . • • . . . . • • . • • • . . . . . . . . ¥ 400,000,000 1,771,087 

317 

The Dai-Ichi Kangyo Bank• • • . • • . • . • • • • . . . . • • . . . • • . • . • . • . . • . • • • . ¥ 400,000,000 

Total ••••••.•••••..••••.•••....••..•.•..•.•...•.... 

1,771,087 

$85,661,296 

•Converted at an exchange rate on June 25, 1981 or $1.00-¥225.85 . 
() 
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SCHEDULE OF FUNDED EMPLOYEE BENEFIT PLANS 

PenioaPlus 

THE S00TT 6 FEIZER COMPANY 

s.iarw 
The Scott & Fetzer Company General Pension Plan 

EXHIBIT F 

c.IJedlYe 
The Scott & Fetzer Company Collective Investment Trust for Its Retirement Trusts 

(Society National Bank) 

.Aalet·PLM 
Adalet Division of The Scott & Fetzer Company Profit-Sharing Trust Agreement 
The Scott & Fetzer Company Pension Plan for Hourly Employees of Its Adalet-PLM 

Division (International Brotherhood of Electrical Workers) 

.A.m11ieu·u.c.la 
American-Lincoln Division of The Scott & Fetzer Company Union Employees Pension Plan 

ea...,wi.ea..reld 
Campbell-Hausfdld Division of The Scott & Fetzer Company Profit Sharing Trust Plan 
Melben Products Company Profit Sharing Trust Plan 
The Scott & Fetzer Company Pension Plan for Hourly Employees of Its Campbell-Hausfeld 

Division (Leitchfield, Kentucky Plant) 

Cuelne 
The Scott & Fetzer Company· Pension Plan for Hourly Employees of Its Carefree Division .,...... 

Douglas Division of The Scott & Fetzer Company Employees' Pension Plan 
Penaion Agreement Between Douglas Division of The Scott & Fetzer Company and Metal 

Poliahers, Buffers, Platers & Helpers International Union 
Peniion Agreement Betwelln Douglas Division of The Scott & Fetzer Company and United 

Steelworkers of America 

The Scott & Fetzer Company Pension Plan for Union Employees of Its France Division 

(Westlake, Ohio Plant) . 
.!J'he Scott &; Fetzer Company Pension Plan for Hourly Employees of Its France Division 

(Fairview, Tenneasee Plant) 
The Scott & Fetzer Company Pension Plan for Hourly Employees of Its France Division 

(Smithville, Tem:iessee Plant) 

Balell 
Halex Division of The Scott & Fetzer Company Employees' Profit-Sharing Retirement Plan 

The George H. Scott Pension Plan of The Scott &: Fetzer Company 
The Scott & Fe~ir Company Pension Plan for Hourly Employees of Its Kirby Company 

Division Andrews, "Te~ Plant 

.. .__... if --·9'0 .11 The Scott & Fet&er Company Pension Plan for Hourly Employees of Its Cardinal Division 
' (Walnut Ridge, Arkansas Plant) 

" ' 
' ,, 

,, ...• -J~ " ,, 
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,Merlam ---·:" 
Meriam Instrument Division of The Scott & Fetzer Company Profit-Sharing Trust 

Agreement 
Meriam Instrument Division of The Scott & Fetzer Company Pension Trust (Plan B) 
The Scott & Fetzer Company Pension Plan for Hourly Employees of Its Meriam 

Instrument Division 

The Scott & Fetzer Company Pension Plan for Union Employees of Its Northland Division 

(Watertown, NY Plant) 

Pewerwbldl/Ja-SO. 
Powerwinch/Ja-Son Division of The Scott & Fetzer Company Profit-Sharing Plan 
The Scott & Fetzer Company Pension Plan for Hourly Employees of Its Powerwinch/ 

Ja-Son Division 

Quikut Division of The Scott & Fetzer Company Employees' Profit-Sharing Trust 

3/9 

The Scott & Fetzer Company Pension Plan for Hourly Employees of Its Stahl Division 

(Cleveland, Ohio Plant) ' 
The Scott & Fetzer Company Pension Plan for Hourly Employees of Its Stahl Division 

(Cardington, Ohio Plant) 
The. Scott & Fetzer Company Pensicm Plan for Hourly Employees of Its Stahl Division 

(Durant, Oklahoma Plant) 
The Scott & Fetzer Company Pension Plan for Hourly Employees of Its Stahl Division 

(W0011ter, Ohio Plant) 

SUeamway 
T)le Scott & Fetzer Company Pension Plan for Hourly Employees of Its Streamway 

Diviaion 

Valley llldutrles 
Valley Industries Division of The Scott & Fetzer Company Group Retirement Plan 

Wayae Home Eqalpmeat 
Wayne Home Equipment Division of The Scott & Fetzer Company Salaried Employees 

Pension Plan 
Wayne Home Equipment Division of The Scott & Fetzer Company Hourly Employees 

Pension Plan 

Westena Ea&erprllel 
The Scott & Fetzer Company Pension Plan for Hourly Employees of Its Cardinal Division 

(Akron, Ohio Plant) 
The Scott & Fetzer Company Pension Plan for Hourly Employees of Its Western 

Enterprises Division ' 

World BoH.Qlldcraf& lll&enaatl-1 
World Book-Childcraft Intl., Inc. Profit-Sharing Plan 
World Book-Childcraft Intl., Inc. Employee Thrift Plan 
World Book-Childcraft Intl., Inc. Supplemental.Retirement Plan for Sales 'Employees 
World Book-Childcraft Intl., Inc. Retirement Plan 
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The .Scott ' Petzer Company 
world Book-Childcraft International, Inc. 

World Book Enterprises, Inc. 
world Book Plnance Company 

United Retail Pinance CCJ!l!pany '.\ 
/:-.,;,.) 

June 30 , 1981 

The Prudential Insurance Company 
of America 

Prudential Plaza. 
Newark, New Jersey 07101 

Attn: 

Gentlemen: 

Vice Pres.ident in Charge of the 
Corporate Pinance Department 

ji 
' If 

Reference is made to (i) a certain Notf! Agreement 
(the •Agreement•), .dated June 30, 1981 .betw~en The Prudential 
Insurance Company of,. America (•Prudential• r and the under
signed, World Book Pinance, Inc., a Delaware corporation 
(~Finance•),. under which Pinance has authorized the sale 
of its·14.75t note in the principal amount of $25,000,000 
(the •Note•) and Prudential has agreed to puri;:hase the 

Note on the terms and conditions set forth in the Agree
aent. All capitalized terms used h~rein shall have the 
same meaning as set forth in the Agreement. This is the 
letter agreement referred to in paragraph 3I of the Agree
aent. 

In connection with the execution and delivery of the 
Agreement, Finance is entering into a certain Kirby Operating 
Agreement dat.ed June 30, 1981 (the •xirby Operating Agreement•) 
with the undersigned, The Scott ~fPetzer Company, an Ohio 
corporation (•Scott' Petzer•), (world Book-Childcraft Interna
tional, Inc., a Delaware corpor~~ion (•world Book•) , world 
Book Enterprises, Inc., a Delawai:,e corporation (•Enterprises•), 
and United Retai 1 Pinance Company '"(-''llni ted•) • 

This letter agreement is being furnished to you in 
order to induce you to purchase the Note. It is understood 
by each of the undersigned that in making the loan evidenced 

'" by the Note, Prudential is acting in reliance upon the 
agreements of each of the undersigned und~r the Kirby Operating 
Agreement and this letter agreement. Accordingly, in order 
to induce you to consummate the transactions contemplated 
by the Agreement, the undersigned hereby agree with you 
as follows: · 
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1. So long as any lndebtedness under the 
Agreement remains outstanding, Scott' Fetzer, 
world Book and Enterprises will not sell, pledge, 
hypothecate, transfer or otherwise dispose of 
any legal o~ equitable interest in any class 
of capital stOC::k of Finance now or hereafter 
owned or held by any of them, except to each 
.other, or create, suffer or permit to exist any 
lien or.security interest therein, or authorize 
or consent to the issuance by Finance of any 
warran~s, options or securities convertible into 
any class of capital stock of Finance, and Scott 
'Fetzer, w~rld Book and Enterprises will at 
all times remain the legal and equitable owners 
of all issued and outstanding capital stock of 
Finance, except for directors' qualifying shares .• 

2. So long as any indebtedness under the 
Agreement remains outstanding, Finance, Scott 
'Fetzer, World Book and Enterprises will not 
sell, pledge, hypothecate, transfer or otherwise 
dispose of any legal or equitable interest in 
any class.of capital stock of United now or here
after owned or held by any of them, except to 
each other, or create, suffer or permit to exist 
any lien or security interest therein, or authorize 
or consent to the issu.ance by United of any war rants, 
options or securities convertible into any class 
of capital stock of United, and Scott' Fetzer, 
world Book, Enterprises and Finance wi!rll•at all 
times remain the leg.al and equitable awners of 
all issued and outstanding capital stock of·United, 
except for directors' qualifying shares. 

3. So long as any indebtedness under the 
Agreement remains outstanding, Scott' Fetzer, 
world Book and Jnterprises will each pay, satisfy, 
discharge and fully perform each of the respective 
duties, liabilities and obligations required 
tQ be paid, satisfied, discharged and performed 
by them under the Kirby Operating Agreement, 
and will not assign their r~ghts under or agree 
to terminate the Kirby Operating Agreement or 
to .. end or modify any of the terms or provisions 
ther.af. 

4. Scott' Fetzer, world Book. and Enterprises 
acknowledge that in the event of any breach or 
failure of performance by any of them under the 
provisions of or of their obligations under the 
Kirby Operating Agreement,. the remedies at law 
available to Finance under the !tirby Operating 
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Agreement, and to Prudential under this letter 
agreement., will be inadeqUate. Accordingly, 
Pinance, United, Scott •Fetzer, World Book and 
Bnterprises agree that in any such event or failure 
under the Kirby Operating Agreement, Finance, 
and under this letter agreement, Prudential, 
shall be entitled to equitable relief, which 
aay include preliminary and permanent mandatory 
injunctions and specific performance. 

s. so.long as any inaebtedness under the 
Agreement shall remain outstanding: 

(a) Scott ' Fetzer, world Book 
and Bnterprises shall cause Finance 
to deliver promptly to the holder or 
holders of indebtedness under the Agree
ment copies of any officer's certifi
cates delivered pursuant to paragraph 
S(b) of the Kirby Operating Agreement1 
and · 

(b) Scott ' Fetzer will deliver 
to each of you in duplicate such financial 
statements of Scott • 'Fetzer as you 
may reasonably reqUest. 

' 

6. All notices and other co111111unications 
under or in connection with this letter agreement 
or the Kirby Operating Agreement (•Notice•) shall 
be made in writing and shall be deemed delivered 
24 hour.a after the deposit thereof at any United 
States aain or branch post office, cer'tified 
or registered mail, postage prepaid, addressed 
as follows: 

For Notices to Prudential: 

The Prudential Insurance Company 
of America 

Prudential Plaza 
Newark, New Jersey 07101 

Attn: Vice President in Charge of the 
Corporate Finance Department 

Por Notices to Scott •Fetzer, World Book 
or Bnterprises: 

The Scott ' Fetzer Company 
[and/or Wo~ld Book-Childcraft 
International, Inc., and/or World 
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Book Enterprises, Inc., as the 
case may be) 

c/o The Scott & Fetzer Company 
14600 Detroit Avenue 
Lakewood, Ohio 44107 

Attn: President 

For Notices to Finance or United: 

World Book Finance, Inc. 
[and/or United Retail Finance Company) 

Suite 500 
Merchandise Mart 
Chicago'', Illinois 60654 

7. Nothing contained in this letter agreement 
is intended in any way, directly or indirectly, · 
to amend or modify any provision of the Agreement, 
but the rights granted hereunder are intended 
to be cumulative and in addition to all other 
rights that you or any successor holder of any 
Note, ma1~\have thereunder or under any other 
instr1neri't: executed in connection therewith. 

By approving and accepting this letter agreement, 
Prudential agrees that Scott & Fetzer, world 
Book, Enterprises and Finance may amend and modify 
the First Operating Agreement as set forth in 
the Modification of the Operating Agreement of 
even date herewith. The undersigned acknowledge 
tha~ notwithstanding any amendment or modification 
of the First Operating Agreement or any of the 
other agreements referred to in the letter dated 
August 31, 1978 from the undersigned (other than 
United) to Prudential and The First National 
Bank of Chicago, the agreements contained in 
said letter remain in full force and effect. 

Very truly yours, 

THE SCOTT & FETZER COMPANY 

Attest: By /s/ RALPH E. SCHEY 

~s/ R. C. WEBER 
( ORPORATE SEAL) 

-4-
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Attuta 

fl! HAROLD M. ROSS 
( RPORATB.SBAL) 

Atte•ta 

I•/ HAROLD M. ROSS 
(C.'ORPORATB SBAL) 

Attuta 

I•/ BAROLDM. ROSS 
(CORPOMTB SBAL) 

Atte•ta 

I•/ HAROLD M. ROSS 
(CoRPORATB.SBAL) 

Approvea and .Accepted: 

ll 

1IORLD BOOK-CBILDCRAPT 
INTBIUIATIONAL, INC. 

By /s/ GRANT C. MALCHOW 

WORLD BOOK FINANCE, INC. 

By /s/ GRANT C. MALCHOW 

UNITED RETAIL FINANCE COMPANY 

By /a/ GRANT C. MALCHOW 

1IORLD BOOK BNTBRPRISBS, INC. 

. By /a/ GRANT C. MALCHOW 

'l'be PrucSentlal Insurance Ccmpany of America 

!J /8/ RAYMoRD A. CHART.BS 
VICE PRESIDENT 
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The SCott ' Fetzer Ccmpany 
world Book-Childcraft International, Inc. 

World Book Enterprises, Inc. 
world Book Finance Company 

United Retail Finance Ccmpany 

June 30, 1981 

The. Prudential Insurance Ccmpany 
of Aaerica 

Prudential Plaza 
•nark, Rn Jersey 07101 

Attn a Vice President in Charge of the 
Corporate Finance Department 

Gentl••na 

Reference i~ aade to (i) a certain Note Agreement 
(t~e •Agre•ent•), dated June 30, 1981 between The Prudential 
Insurance COllpany of Aaerica (•Prudential•) and the under
signed, world Book Finance, Inc., a Delaware corporation 
(•·Finance•), under which Finance has authorized the sale 

.of ita·l4.7S• note in the principal aount of $25,000,000 
(the •Rote•) -1ld Prudential has agreed to purchase the 

1 Rot• on the ter .. and condition~ set forth in the Agree
aent. 'All capitalized terlis us~'d herein shall have the 
••• lieaning u set forth in the1 Agre•ent. This is the 
letter agreeaent ~eferred to in paragraph 3I of the Agree
aent. 

In connection with the ezecution and delivery of the 
Agree.ent, Finance la entering into a certain Kirby Operating 
Agreeaent dated June 30, 1981 (the •Kirby Operating Agreement•) 
wit.h the undersigned, The scott ' Fetzer Coapan3r''! an Ohio 
corporation (•scott ' Petzer•), World Book-Childcl'aft Interna
ti~nal, Inc., a Delaware corporation <•world Book•), world 
Book Bnterpriaes, Inc., a Delaware corporation (•Bnterpris,est), 
and United Retail Finance Caapany (•united•). :, 

Thia letter agreement is being furnished to you in 
order to lnd~ce you to purchase the Rote. It is understood 
by each of the undersigned that in aaking the loan evidenced 
by the Ro~e, Prudential ls acting in reliance upon the 
agreeaenta of each of the undersigned under the Kirby Operating 
Agre•ent and this letter agr·eeaent. Accordingly, in order 
.to induce you to consU1111ate the transactions contemplated 
by the Agre•ent, the undersigneG hereby agree with you 
•• fol'lowsa 
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1. SO long as any indebtedness under the 
Agreement r .. aina outstanding, Scott & Fetzer, 
world Book and Bnterpriaea will not sell, pledge, 
hypothecate, transfer or otherwise dispose of 
any legal or equitable interest in any class 
of capital stock of Financ.e now or hereafter 
owned or held by any of them, except to each 
other, or create, suffer or permit to exist any 
lien or security interest therein, or authorize 
or consent to the issuance by Finance of any 
warran~a, options or securities convertible into 
any class of capital stock of Finance, and Scott 
&/J'etzer, world Book and Bnterprisea will at 

4>~=all times remain the legal and equitable owners 
,y:o',, of all issued and outstanding capital stock of 
! Finance, except for directors• qualifying shares. 

2. SO long as any indebtedness under the 11 

Agre .. ent remains outstanding, Finance, Scott 
I Fetzez:, world Book and .Enterprises will not 
sell, pledge, hypothecate, transfer or otherwise 
dispose of any legal or equitable interest in 
any class of capital stock of United now or here
after owned or held by any of thea, except to 
each other, or create, suffer or permit to exist 
any lien or security interest therein, or authorize 
or consent to the is$uance by United of any warrants, 
options or securities convertible into any class 
of capital stock of United, and Scott •Fetzer, 
world Book, Bnterprises and Finance will at all 
times r .. ain the legal and equitable owners of 
all issued and outstanding capital stock of United, 
except for directors' qualifying shares • 

.. 3. SO long as any indebtedness under the 
Agreement remains outstanding, Scott •Fetzer, 
world Book and Bnterprises will each pay, satisfy, 
discharge and fully perform each of the respective 
duties, liabilities and obligations required 
to be paid, satisfied, discharged and performed 
by them under the Kirby Operating Agreement, 
and will not assign their rights under or agree 
to terminate the Kirby Operating Agreement or 
to amend or modify any of the terms or provisions 

·thereof. · 

4. Scott & Fetzer, World Book &nd Bnterprises 
acknowledge that in the event of any breach or 
failure of performance by any of the• under the 
provisions of or of their obligations under the 

.Jtirby Operating Agreement, the remedies at law 
available to Finance under the Kirby Operating 
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Agreement, and to Prudential under this letter 
agreoment, will be inadequate. Accordingly, 
Finance, United, Scott' Fetzer, world Book and 
Bnterpriaea agree that in any auch event or failure 
under the Kirby Operating Agreement, Finance, 
and under thia letter agreement, Prudential, 
shall be entitled to equitable relief, which 
•ay include preliminary and permanent mandatory 
injunctions and specific performance. 

S. So long aa any indebtedness under the 
Agreement shall remain outstanding: 

(a) Scott' Fetzer, world Book 
and Enterprises shall cause Finance 
to deliver pr011ptly to the holder or 
holders of indebtedness under the Agree
•ent copies of any officer's certifi
cates delivered pursuant to paragraph 
S(b) of the Kirby Operating Agreement1 
and 

(b) ~cott ' Fetzer will deliver 
to each of '!ou in duplicate such financial 
statements of Scott ' Fetzer as you 
•ay reasonably request. 

6. All notices and other communications 
under or in connection with this letter agreement 
or the Kirby Operating Agreement (•Notice•) shall 
be •ade in writing and shall be deemed delivered 
24 hours after the deposit thereof at any United 
S,tatea aain or branch post office, certified 
or registered •ail, postage prepaid, addressed 
aa follows: 

For Notices to Prudential: 

The Prudential Insurance Company 
of Aaerica 

Prudential Plaza 
Newark, New Jersey 07101 

Attn: Vice President in Charge of the 
Corporate Finance Departlllent 

For Notices to SCott 'Fetzer, World Book 
or Bnterpri11es: 

The.Scott 'Fetzer C011pany 
[and/or world Book-Cbildcraft 
International, Inc., and/or World 
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Book Bnterprises, Inc., as the 
case may be] 

c/o The Scott ' Fetzer Company 
14600 Detroit Avenue 
Lakewood, Ohio 44107 

Attn: President 

For Notices to Final\ce or United: 

World Book Finance, Inc. 
[and/or United Retail Finance Company] 

Suite 500 
Merchandise Mart 
Chicago, Illinois 60654 

7. Nothing contained in this letter agreement 
is intended in any way, di-rectly or indirectly, 
to amend or modify any provision of the Agreement, 
but the rights granted hereunder are intended 
to be cumulative and in addition to all other 
rights that you or any successor holder of any 
Note, may have thereunder or under' any other 
instr1nent executed in connection therewith • 

. By approving and accepting this letter agreement, 
Prudential agrees that Scott' Fetzer, world 
Book, Bnterprises and Finance may amend and modify 
the First Operating Agreement as set forth in 
the Modification of the Operating Agreement of 
even date herewith. The undersigned acknowledge 
tha~ notwithstanding any amendment or modification 
of the First Operating Agreement or any of the 
ot~er agreements referred to in the letter dated 
August 31, 1978 from the undersigned (other than 
United) to Prudential and The First National 
Bank of Chicago, the agreements contained in 
said letter remain in full force and effect • 

Attest: 

~R. C. WBBBR 
leOiP<)RATB SIAL) 

-4-

Very truly yours, 
/;;; 

;?TBB SCOTT ' PBTZBR COMPANY 

By /s/ RALPH B. SCHEY 
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Atte•t1 

I•/ HAROLD M. ROSS . 
(CORPORATE SBAL) 

Atte•tz 

I•/ HAROLD M. ROSS 
(CORPORATE SBAL) 

Atte•tz' 

I•/ HAROLD M. ROSS 
(CORPORATE SBAL) 

Atte8t1 

I•/ HAROLD·M. ROSS 
(CORP01'ATE SEAL) 

0 

Approved and Accepted: 

WORLD BOOK-CBILDCRAFT 
INTERNATIONAL, INC. 

By /s/ GRANT C. MALCHOW 

WORLD BOOK FINANCE, INC. 

By /8/ GRANT C. MALCHOW 

UNITED RETAIL FINANCE COMPANY 

By /8/ GRANT C. MALCHOW 

WORLD BOOK ENTiRPRISES, INC. 

By /•/ GRANT C. MALCHOW 

The Prudential Insurance Ccmpany of America 

!Y /•/ RAYMOHD A. CHARLES 
··. VICE PRESIDENT 
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The Fint National Bank, of Chicago 
One Fint National Plaza 

" Chicqo, Illinois 60670 .·· 

Attention: Group D 

Gentlemen: 

TERM LOAN AGREEMENT 

I [CONFORMED] 

August 31. 197~ 
Chicago, Illinois 

· I. T-. Tbc/1 undenipcd, WORLD BOOK FINANCE, INC., a D~laware corporation (the 
"Borrower"), hereby applies to The Finl National Bank of Chicago (the "Bank") for• a term loan in the principal 
amount ofTwenty-Fivli Million Dollan ($25,000,000). The term loan shall be avai.i/able to the Borrower on the 
terms and conditions !!Cl fonh herein. 

1.1 De Lou. the Bank qrees, subject to the termnnd conditions hereof, \hat the Borrower may. on or 
before August 31, 19i!8 borrow the principal amount of $25,000,000 to be evidi:nced by a promissory note 
(he~in sometimes cal!,ed the "Note") in substantially the form of Exhibit •A• attac;'~ed hereto. The Note shall be 
dated as of the date o(,borrowingand shall be payable to the order oft he Bank, in mu, at the office ofthe Bank in 
lawful money of the U,nited States, in three (3) equal annual principal installments i3f $6,2SO,OOO each payable on 
the list day o.f each1iAugust in each year, commencing August 31, 1983 to ani~ including August 31,.1985. 
toaether.with a final/:principal installment of$6,2SO,OOO payable on August 31/; 1986. '~' 

t.2.lallftll. The Note shall bear interest from thedate thereof on the principal amount thereofremaining 
from time to time un?aid at a rate per annum (i) equal to eight and three-quartersiliercent (8-3 / 4%) from the date 
thereof to ,and inclucl!n1 August 31, 1982, (ii) from and including September I, li982 until maturity equal to the 
corporate 'base,rate1of interestannounced by the Bank from time to time muli

1
iplied by 1.12. which rate shall 

chanie when and I~, said corporate base rate sl)all change, and (iii) 11fter t~e expressed or any accelerated 
maturit)' until paid ~t a rate perannum equal to tlle sum oflhe corporate base iiate of interest announced by the 
Bank from time to ti.inc plus two per cent (2%), whlc:h rate shall change when a nit as said corporate base rate shall 
chan1e. Interest on;the Note shall be payable qulirterly on the 15th day of eacll November, February, May and 
August in each y~:r hereafter, commencin1. No~~mber IS, 1978 and at matilrity, whether by acceleration or 
otherwise. All inti/rest hereunder shall be calc~;Oted for actual days elilpSCjl based on a 360-day year. 

1.3 PnpayiiH.t. The Borrower shall hav~:theright from time to time ur/on ten ( 10) days' notice in writing 
to the Bank !O prep~y all or any integral multiplC: ofSIOO,OOOofthe Note prior/to the expressed maturity thereof 
by payin1. i~ addii!on to the princip1ll amount 1~f such prepayment, the inteiest accrued thereon to the date of 
such prepayment.!jFrom the date hereof to and including August 30, 198J( the Borrower shall also pay. in 
addition, to the p~incipal amount of such prei,ayment and the interest ad/lrued thereon to the date of such 
prepayment, a p~~ium in an amount equal t,1!' the product of the. principal prepaid times one twelfth of one 
percent (I/ 12%) f~r each mon.th or fraction theil:ofby which the prepayment'l!ate precedes August 30, 1983. All 
prepayments of ttle Note shall be applied to the installments thereof in thl! !nvene order of their maturity. 

1.4 Opt~~al Prepayment: Decllnln& Receivables. In the event tJ/a1, at the end of three successi\'e 
calendar 111.onths.Jhe aggregate amount of Net Eligible Rei:eivables owned~~ the Borrower shall have averaged 
for said three-moillh period 66-2/ 3% or Im. of the highest average amount t/lereof outstanding at the end ofany 
three successive cillendar months after August 31, 1978, the Borrower may prepay the principal amount of the 
Note then outstali'_din1. in whole or pro rata in part (in multiples of S 100(000), by payment of the principal 
amount so prepaid together with interest accrued thereon to the date of pi~payment, plus a premium equal to 
one-half of the thc1n applicable premium provided in Para1raph 1.3, provid~. however, that the Borrower may 
not. make·. pre. payrnent of the Note punuant !o this Para. graph 1.4 unless ~i). such declining receivabl.es are the 
result of transactii~ns in the nolll!al coune of business. occur for reasons beyond the control oft he Borrower. 
WBCI, WBE, a~I S .t F, and are not undertaken by the Borrower with the primary intention of f.tcilitating 
prepay1111:nt punli~nt to this Parqraph 1.4, (ii) such prepayment is not biling made as a part of a refunding or 
anticipated rerundin1 by the application;>directly or indirectly, of borrow~~ runds, (iii) the Borrower shall.have 
given notice wit hi~ 30 days after the end of such three successive calendar/hionths of its intention to prepay the 
Note, (iv) sllbltantially simultaneously with the prepayment of .the N lte the Borrower shall have made a 
prepayn1ent of all other Indebtedness subject to prepayment (with or /!without premium or penalty) in the 
principal amount which bears the same ratio to the unpaid principal amo~nt ofsuch other Indebtedness as the 
principal amount of the prepayment then bein1 made under this Parag9lph 1.4 bears to the aggregate unpaid 
principal amount of the Note, and (v) the Borrower shall have delivered t~ the Bank a statement, certified by its 
President or chief financial officer. to all such effects and setting forth In reasonable detail the computations 

~evidencing compliance with the foregoinf! provi•ions of •hi• Paragrap~ 1.4. 

I 
! 
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1.S Compensating Balancn. In consideration of the Bank's making the term loan herein requested by the 
Borrower, the Borrower hereby agrees to maintain average collected demand deposit balances, net of balances 
required to support account 11ctivity, on deposit with the Bank at a level of not less than 4% of the total amount 
outstanding on the Note from time to time, calculated on a monthly basis. If the average collected demand 
deposit balances arc not maintained by the Borrower as required herein, the Bank will charge the Borrower·s 
11ccount maintained with the Bank, on the twenty-fifth day of each month for the preceding month, an amount 
equal to one-twelfth of the product of the (i) deficient balances for the preceding month times (ii) Borrower's 
effective borrowing rate. As used herein, "effective borrowing rate" shall mean a fraction, the numerator of 
.which is the corporate base rate of interest announced by the Bank from time to time multiplied by 1.12 and the 
·'denominator of.,which is •• 96. For .purposes of determining average collected demand deposit balances 
hereunder, all such depo1111 made by WBCI and its wholly-owned !!lbsidiaries shall be included therein . 

2. Warrantln. The Borrower represents and warrants to the Bank that as of the date hereof: 
2.1 Flunclal Statemenll. The Borrower has heretofore delivered to the Bank the consolidated balance 

sheet of WBCI u at September 30, 1977 and the related consolidated statement of income and surplusfor the 
one-year period then ended, with the opinion thereon of Arthur Andersen &; Co., independent public 
accountants. Such financial statements are complete and correct and fairly present the consolidated financial 
condition of WBCI 11 the date ofsuch balance sheet and the results of its operations for the fiscal period ending 
on nid date. WBCI has no material liabilities or obligations, contingent or otherwise, ot' unusual forward or 
long-term commitments not disclosed by said balance sheet as at September 30, 1977 and related footnotes. or 
for whi.ch 1 provision has not been made. Said financial statements have been prepared in accordance with 
generally accepted principles of accounting consistently applied by WBCI throughout the period involved. 
Since September 30, 1977 there has been no material adverse change in the consolidated financial condition of 
WBCI from that shown by said consolidated balance sheet and related footnotes as at said date . 

2.2 Liem •. The Borrower has no outsianding mortgages, security interests, pledges, liens. or 
encumbrances other than those permitted by Paragraph 3.2.1 hereof. 

2.3 CompHance with Laws. The l!or;owcr is in full compliance in all material respects with all laws and 
administrative .. rules and regulations applicable to it and the execution and performance of the Agreement and 
Note pursuant''to their terms will in no way violate such laws, rules and regulations, except that the Borrower 
may not be licensed in Alabama, Illinois, Maryland, Massachusetts, Montana, New York, Vermont, and Puerto 
Rico which failure to be licensed will not materially adversely affect the Borrower's business and operations, or 

"its ability to enforce coll~ction of the Receivables in accordance with their respective terms. 

2,4 THes. The Borrower has filed all tax returns whi.ch arc required to be filed and has paid. or made 
adequate provision for the payment t'f, all !axes, including interest and penalties which have or may become due 
pursuant to such returns or to assessments received by it. 

2.S lnnttments. The Borrower has no investment in or loan to any entity other than those permined by 
Paragraph 3.2.S hereof. 

2.6 Pension Plan. The Borrower has no priv111c pcnsit'n plan as dcfinecl in the Employee Retirement 
Income Security Act of 1974 for the benefit of any of its employees. · 

2. 7 Litigation. There is no action or proceeding pending or, to the knowledge of its officers, threatened 
against the. Borrower before any court or administrative agency which might materially adversely affect the 
financial condition or operations of the Borrower or its ability to perform its obligations under this Agreement 
or the Note. 

2.8 Material Aarttments. The Operating Agreement is in full force and effect and binding against the 
parties thereto in accordance with its terms. 

2. 9 The Note and Aareement. The Borrower is a duly organized and validly existing Delaware 
corporation in good standing, the execution and delivery of the Agreement and the Note are within the 
Borrower's corporate authority, that this Agreement has been validly executed by the Borrower and the 
agreements herein contained aR> binding and enforceable upon it in accordance with its terms; that the Note to 
be issued hereunder will upon execution and delivery be a valid obligation of the Borrower enforceable in 
accordance with its terms. except as such may be limited by bankruptcy. insolvency or other similar laws relating 
to IM enforcement of creditors· rights generally: that neither the agreements on the part of the Borrower herein 
conlained. nor the issuance hy the Borrower of the Note hereunder nor performance by the Borrower of any of 
its ohli~ations hereunder or under the Note. does or will violate any provision of law. the Articles of 
Incorporation of the Rorrow~r as amended or its By-Laws !'r any agreement, indenture, note or other 
instrument which is hinding upon the Borrower: and the indchtcdncss of the Borrower to the Bank evidenced hy 
the Note is not and will not he subordinated in time or manner of payment to any other indebtedness for 
horrowed money of the Borrower . 
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loan hereunder is in compliance with Regulation U of the Board nf 

ide herdn shall survive the delivery of the Note, and 1he ma kin!,! nf 

11 amount and interest due thereon as evidenced by the Nole shall 
the Borrower agrees as follows: 

~:~iuen consent of the Bank, the Borrower wit{ 

nish lo the Bank: 

:4S) days after the close of each quarterly period 
iCal years, the unaudited balance sheets, related 
1tatements, as a~ the close of each such period, 
:hief financial officer each such statement being 
ith generally accepted accounting principles 

to normal audit and year-end adjustments, 
1ary schedule or schedules, each ~uch schedule 
rrower by its Presiden! or chieffinB'ncial officer 
lorrowei's compliance with Paragraphs 3.2. 7, 
f; 

I days after the close of each of its fiscal years, an 
ified opinion certified by independent certified 
1le to the Bank, prepared in accord.ance with 
ng principles consistently applied, including a 
·such period, related profit and loss and surplus 
1f such llccountants stating that in the course of 
Jntants obtained no knowledge of any Event of 
n which, with the lapse of time or giving of notice 
rent of Default hereunder, or if, in the opinion of 
vent of Default or event or condition exists, they 
11us thereof; 

th the delivery of each set of financial statements 
i.l. l(a) above, a wrilten certification by the 
: financial officer, that such officer has obtained 
1f Default or event or condition which, with the 
me or both, would become an.Event of Default 
<Ult or event or condition exists, such certificate 
·cof, th~ petiod··of existence thereof and what 
:s to take with respect thereto; 

'days after the close of each of its fiscal years and 
cond quarterly accounting periods, a copy of the 
~led Robert Morris Associates Direct Cash 
in effect; 

e sending or filing thereof, copies of all proxy 
nts and reports which the Borrower sends to its 
Ill regular, periodic and special reports and all 
:h the Borrower files with the Securities and 
'any governmental authority which may be 
any national securities exchange; 

ation regarding the financial condition, results 
.f the Borrower as the Bank may reasonably 

officers, employees, agents and representatives of the 
nd inspect any of the properties of the Borrower, inspect 
1atters reasonably pertinent to an evaluation ofthel:redit 
.nee with this Agreement with the principal officers of the 
1le reports or statements relevant thereto, all al such 
Bank may rcasonably.,request. 
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3.1.3 Corporate Existence, Taxes and Maintenance or Properties. 

(a) Do or cause· lo be done all things necessary to preserv~ and keep in 
full force and effect its corporate existence and rights to carry on its business 
and comply in all m11,terial ~peels with all valid and applicable statutes, rules 
and replations; 

(b) promptly pay and discharge. or cause to be paid and discharged. 
before the same shall become in default (i) all taxes, assessments and 
governmental charges lawfully levied or imposed upon its propeny or any 
pan thereof, as well as (ii) all lawful claims for labor, materials and supplies. 
which, if unpaid, might become a lien upon such propeny or any pan thereof: 
provided that the Borrower shall be entitled to withhold or cause to be 
wiihheld the payment or discharge of any thereof so long as the validity 
thereof s,tiall be contested in good faith; and 

(c) engage solely in the business of purchasing Receivables pursuant to 
the Operating Agreement. 

3.1.4 Insurance. T~e Borrower will keep insured with good and responsible insurance 
companies (mutual or stock) against los5 or damage in such amounts, if any, and on such terms. 
as are customarily insured by ~ompanies engaged in the same business, all of its physical assets 
of,every kind and character including the protection by such insurance of all l?uildings and 
equipm_ent against loss or damage from or on account of fire. however caused. lightning. and 

· other usual or .supplemental risks: provided however. that nothing contained herein shall be 
construed to prevent the Borrower from ceasing or omining to.protect by such insuranc< an~ 
buildings or equipment which in the judgment of the Board of Directors arc no long<r 
ncccssary for use in the operations of the Borrower or are no longer of sufficient value 10 

warrant their protection by such insurance. 

3.1.S Other A1reemenls. Furnish to the Bank within ten (10) business days of the 
execution thereof, copies of all agreements, notes, indentures or other instruments evidencing 
indebtedness for borrowed money entered into from the date hereof. 

3.1.6 Compliance with Other Aareements. Comply with the tenns and provisions of all 
existing or future agreements, indentures and/or instruments for borrowed money which arc 
bindina upon it." 

3.1. 7 Use or Proceeds. Use the proceeds of the loan hereunder solely to pur;:lulsc 
accounts receivable of WBCI and WBE which shall thereupon constitute Receivables and not 
to purchase or carry •margin stock" ii) violation of Regulation U of the Board of Governors of 
the.Federal Reserve System. 

3.2 Unless it has. obtained the prior written con~nt of the Bank, the Borrower will not: 

3.2.1 Liens. Create, incur, or pennit to exist, any pledge, mongagc, 11Ssignmcnt or other 

0
encumbrance of or upon any ofits assets or propeny now or hereafter owned. or ofor upon the 
income or profits thereof; provided, however, that the Borrower may pennit and.allow to exist 
liens for taxes': assessments and other governm.ental charges. the payment of which is not then 
required by Paragraph 3. l.3(b) hereof. 

" 3.2.2 Mer1er, Consolidation and Sale or Aaets. Merge or consolidate with or into any 
other corporation or entity, or lease or sell or sell and lease back any substantial portion of its 
propcny, as.sets or business to any other torporation or entity. 

',\ 
1 3.2.3 Sale or Receivables. Sell any of its Receivables except without recourse. for cash 
and at the full face value thereof, except that Receivables. that were originally acquired by the 
Borrower at less than the face value thereof may be sold (~ithout recourse) or discounted at a 
net cash price to the Borrower ofnot less than the original net cost thereof, and provided that 
the Borrower shall not sell. in any one fiscal year, Receivables in an aggregate amount in excess 
of an amount equal to 2S% of aggregate outstandin&.> Receivables as of the end of the 
immediately preceding fiscal year. 

3.2.4 Stock Redemption. Purchase, redeem, retire. or other.wise acquire the Borrower's 
stock of any class. 

4 
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• 3.2.5 LoUI, Advamn, lnvntmenh •nd Contin1ent Ll•bllltles. Make or perinit to 
exist any loan or advance to. or guarantee, endorse or otherwise be or become contingently 
liable, directly or indirect.ly, in connection with the obligations. stoek or dividends of. or own. 
pure:~ or •cq!lire any stock, obligations or securities of. or any other interest in, or make any 
capital contribution to, or make any investment in. any Person, except that the Borrower may 
(i) invest in Rcceiv•bles, (ii) own. purchmse or acquire primt commercial paper rated A-I by 
Moody's Investor Service or P-1 by Standard mnd Poor Corporation and cenificates of deposit 
.in United Stales commercial bmnb (having• capital and surplus in excess ofSS0,000,000). in 
•ach case due within one year from .the date of purchase, obligations of the United States 

. Government:_ or any aaency thereof, and obligations guaranteed by the United States 
· Govemmen\, (iii) endorse negotiable instruments for collection in the ordinary course of 
business, (iv) auarantee bank indebtedness of any corporation all of the stock of every class of 
which. (except directors' qualifying shares) shall then be owned by the Borrower, S &. F or 
WBCI, or l,ny combination thereof, and which engages primarily in the business of financing 
receivables//of Foreig~ Subsidiaries, provided that the amount of such indebtedness so 
au.aranteed:shall constitute Senior Indebtedness, (v) make or permit to remain outstanding 
loans or ad.vances to, or gu:uantee, endorse or otherwise be or become contingently liable in 
connectiorf with the obligations, stock or dividends of, or own, purchase or acquire stock. 
obliptionii or securities of any other Person, provided that the aggregate principal amount of 
such loans;:and advances which is in excess of 5% of Consolidated Stockholders' Equity will be 
deemed niit to be Net Eligible Receivables and•will be excluded from Adjusted Net Wonh. ,, 

3Ji.6 Pension Plan. Institute or pennit to exist any private pension plan as defined by 
· the Emplciiyee Retirement Income Security Act of 1974 for the benefit of any of its employees. 

11 .. 

. 3.2!-7 Fixed Charan Ratio. Allow or pennit to exist, at the end of each ofthe Borrower's 
fiscal quai~ers, the ratio of Earnings Available for Fixed Charges for such fiscal quaner to total 
Fixed Ch!araes of the Borrower for such fiscal quaner to be less than I .S to 1.0. 'I .. 

3.!2.8 Debi Ratios. Allow or permit to exist: 
:1 

[I (a) the ratio of the sum oflndebtedness and Deferred Tax Obligat\ons 
t4) the Capital Base of the Borrower to exceed 6.0 to 1.0; or · II - -

II (b) the ratio of Senior Indebtedness of the Borrowerto Capital Base to 
e:i11:eed 4.0 to. 1.0; or 

j; (c) the ratio of Senior Subordinated Indebtedness of the Borrower to 
tl1e sum of Junior Subordinated Indebtedness plus Adjusted Net Wonh to 
e;otceed .SO to 1.0; or 

!! (d) the ratio of Junior Subordinated Indebtedness of the Borrower to 
;~djusted Net Wonh to exceed .SO to 1.0. 

3.:2. 9 Ell&lble Auets. Allow or permit Eligible Assets to be less than the following 
percental!e of (a) Indebtedness less (b) the sum of the aggregate of Senior Subordinated 
lndebted~ess plus Junior Subordinated Indebtedness held by WBCI or S & F for the following 
periods: 

1

100% prior to August 31; 1979; IOS% from and including August 31, 1979 through and 
includins! August 30, 1980; and 110% thereafter . 

3.!z.io Adjusted Net Worth. Allow or permit Adjusted Net Wonh to be less than 
s2s.ooo.~~- 0 

3.!Z.11 Operatln1 Apeement. Allow or pennit the Operating Agreement to be altered. 
amended, rescinded or terminated. · 

3.!p2 Filcal Year. Change its fiscal year . 

3.~.13 Llcen1ln1. Become licensed, within 60 days of the date hereof, in each state and 
jurisdictibn in which it is required to be licensed to conduct its business. 

" 3!/2.14 Notice or Def.ult. Fail to notify the Bank in writing, as promptly as possible 
aftdt but· in no event later than three (3) business days after discovery thereof. oflhe occurrence 
of ~ach !~vent of Default or each event or condition which, with the giving of notice or lapse of 
tim11>or iX>th wouicl. become an Event of Default, such statement on behalf of the Borrower by 
its P'it'Si:~ent 

0

or chief financialofficer setting fonh the details of such Event of Default or event 
or condition and the action. which the Borrower proposes to take with respect thereto. l . 

It 
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4. Defalih1. 

4.1 If any of the following events shall occur: 

4.1.1 Any representation or warranty of the Borrower to the Bank in connection with 
thi1 Apeement 1hall be materially fclse; 

4.1.2 The breach by the Borrower ofany of the provisions of Paragraphs 3.2. I through 
3.2.14 hereof; 

4.1.J. The breach by the Borrower of any of the other provisions hereof which is not 
mneclied within thirty (30) day1 after receipt of written notice from the Bank; 

4.1.4 Nonpayment of any pnncipal amount upon the Note when the same becomes due. 
whether by acceleration or otherwise; or nonpayment of any interest upon the Note within five 
(5) day1 after the aame becomes due; 

4.1.5 Nonp11yment of any other obliption for borrowed money of the Borrower 
beyond •nY period of ar•ce provided with respect thereto or the breach of any other agreement 
the effect of which is to permit acceleration of the maturity of any of the Borrower"s 
indebtedneu; 

" 4.1.6 The Borrower, WBCI, WBE or S cl F, or any one of them, shall default or 
otherwise. fail to comply with any term or condition, of the Operating Agreement or the 
Operatina Aareement shall cease to be in fu!I, force and effect or shall be altered. amended. 
rescinded or terminated; ·. ·~-

4.1. 7 The Borrower, WBCI, WBE or S cl F shall be adjudicated a bankrupt or an 
insolvent, or admit in writing its inability to pay its debts as they mature, or make an 
auipment for the benefit of its crediton; orthe Borrower, WBCI, WBE or S cl F shall apply 
for or consent to the appointraent•ofaqy receiver, trustee, or similar officer for it or for all or 
any substantial pan of its property; or such receiver, trustee or -similar officer shall. be 
app0inted without the application or consent of the Borrower, WBCI, WBE or S cl F as the 
C8$C may be, and such appointment shall con!inue undischarged for a period of30days; onhe 
Borrower, WBCI, WBE Or S cl F shall institute (by petition, application, answer, consent or 
otherwise) any bankruptcy, insolvency, reorpnization, arrangement, readjustment of debt. 
dissolution, liquidation or similar proceedings relating to it under the laws of any jurisdiction; 
or any such proccedina shall be instituted (by petition, application or otherwise) against the 

''•Borrower, WBCl, WBE or S cl F and shall remain undismissed for a period of 30 days; or the 
Borrower, WBCI, WBE or S cl F shall fail to pay or otherwise disch:::rge any one or more 
judaments or attachments apinst any one or more of them in excess of SI00,000 in the 
aarepte at any time outstanding; 

then and in any •uch event (an "Event of Default") the Note shall, at the option ofthe Bank, immediately ma.tu re 
and become due and payable without presentment, demanc!, protest or other notice of any kind, all of which are 
hereby expressly waived. 

S. Walwen. No delay or omission.of the Bank to exercise any right or power hereunder or under the Not~ 
shall imrair such right or power or be construed to be a waiver of any Event of Default or an acquiescence 
therein. nnd any single or partial exercise of any such right or power shall not preclude other or further exercise 
thereof or the exercise of any other right, and no waiver whatsoever shall be valid unless in writing, and then only 
to \~e extent in such writing specifically set forth. All remedies herein or by law afforded shall be cumulative and 
all shall be available 10 the Bank.until it has been paid in full i.n lawful money. 

6. Closlna Requirements. The Bank shall not be required to make the loan contemplated by this 
Aareement unless the\ Borrower shall have fulfilled the following conditions: ·· 

6.1 On the clo~ing date and.as a cori'clition precedent to the Bank's obligation to make the loan hereunder. 
the Borrower shall. have furnished to the Bank: 

6.1.1 A copy certified by .the Secretary of the Borrower, of the Borrower's Articles of 
Incorporation, By-Laws, Boarcl of Directors' Resolutions and resolutions of other bodies, if 
any are deemed necessary by counsel for the Bank, authorizing the execution of the Note and 
this Agreement. 

" 6.1.2 A copy ~rtifi~d by the Secretary 'of S cl F., of S cl F's By-Laws and Board of 
.Directors' Resolutions authorizing the·execution of the Operating Agreement. 

\\ 
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6.1 .• .) .A copy certified by the Secretary or WBCI, or WBCl's By-Laws and Directors· 
R~utiom auttiorizina the ilxecution or the Operatina Aarccment. 

6.1.4 A copy cenifaed by the Secretary or WBE, or WBE's By-Laws a~d Directors· 
Resolutio~ authorizina the execution or the Operatina Aareemen1. 

6.1.5 A copy certified by the Secretary of State of Ohio oft he Articles ortncorpora1ion 
ors.t F. 

0 6.1.6 A copy certified by the.Secretary or State or Delaware or the BorrolNcr's Articles D 

or Incorporation, the Articles or Incorporation of WBCI and the Articles of Incorporation of 
WBE. 

6.1. 7 An unqualifaecl wriuen opinion satisfactory 10 counsel for the ,Bank of legal 
" eOunsel for the BorrOwer, dated al Of the date Of cfosin& addressed ID the Bank Stalin& lhal lhe 

Borrower is a validly orpnized and existina Delaware corporation in aood standina and 1ha1 
the execution and delivery or the Apeement and the Note are within the Borrower's corporate 

. authority, that this Aareement has been validly executed by the Borrower and the agreements 
'herein contained are bindiq and enforceable upon it in accordance with its terms; that the 
Note to be issued hereunder will upon execution and delivery be a valid obligation of the 
Borrower enforceable in accordance with ill terms, except as such may be limited by 
bankruptcy, insolvency or othe1' similar laws relatina to the enforcement of creditor's rights 
aenerally; that neither the qreemenll on the part or the Borrower herein contained, nor the 
issuance by the Borrower of the Note hereunder nor performance by the Borrower or any of its 
oblipticins hereunder or under the Note, does or will violate any provision oflaw, the Articles 
or Incorporation of the Borrower as amended or its By-Laws or any aareement, indenture, note 
or other instrument which is bindina upon the Borrower of which counsel, after having made 
?ruclent inquiries, has knowledae; that no action or nonaction by any governmental 

.Lbimmission, bureau or apncy is required in connection with the execution of this Aareement 
~or orthe Note, or to thcextent that the same may be required, that it has been vali.dly procured, 

Uie OperatinJ Aareement is a valid and bindina obliption of the Borrower, S A F, WBCI and 
WBE in accordance wjth its terms and the Opera tin& A&reement is enforceable by the Bank and 
by each or the partiel thereto apinst each or the parties thereto, and that the Borrower will 
have a fint perfected security interest in the Receivables immediately upon its purchase 
thereof. 

') 
6.1.8 A commitinent ree on the oriainal principal amount. or the Note at the rate of 

three-fourth~ or one percent (3/4%) per annum, calculated for actual days elapsed based on a 
36().day year, for the period from and includin& July I, 1978 to and including Auaust 31, 1978. 

" 6.1.9 Duly executed copies of the Opcratina Aareement, the Aareement and the Note. 

6.1.10,,(n executed letter aareement from.S .t F, WBCI, WBE and the Borrower, in 
form and substance warrants io the Bank, to the effect that said parties (i) will perform their 
obliptions under the Operatina Aareement, (ii) will deliver to you interim and year-end 
financial statemenis, (iii) will not transfer or deposit or, any orthe shares of capitalsiock oft he 
Borrower or permit any encumbrance thereon, 

6.2 The Borrower Will havt" a fint perfected security interest in the Receivables immediately upon its 
purchase thereof. · · 

0 . 

7. Transfer of Note. The terms and provisions of this Aareement shall inure to the benefit of any assignee 
or transferee of the Note, and in the. event of such transfer or assignment, the rights and privileges herein 
conferred upon the Bank sh1ll automatically extend to and be vested in the transferee or assignee ofthe Bank, all 
subject to the terms and conditions hereof. · 

8. Notlcn .• Any notice herein required or permilled to be given m1y be given in writing by depositing the 
same .in the United States .mail, post•f!:. prepaid, or by telegraph, charges prepaid, 1ddmscd 

• . . .. (J 

,, 

To the Borrower as followfr' 
· World. Book Finance, Inc. 

Merchandise Mart Plaza 
Chicago, Illinois 60654 
Auention: Raymond. A. Davis 
0 
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To the lank u set fonh in its address above, but in the case of the Borrower as well as the Bank and any 
transferee or auipee ofthe Bank to such other addressas the entity to be addressed may hereafter designate in a 
notice in writin1 pven to all other panics. Each noticnball clearly and conspicuously state that it relates to this 
$25,000,000 Term Loan A1reement dated Aupst 31, 1978 . 

9. Ddllltlom. For all purposes or this Asreement and the Note, unless the conte1tt otherwise requires. 
the followin1 terms. •ball have the followin1 meaninp: 

9.1 •Adjusted Net Worth" shall mean the sum of all capital stock, capital surplus, and retained earnings. 
leu (i) treuury stock; (ii) intanpbla (includin1 aoodwill, deferred charses, prepaid expenses, and unamortized 
debt ex~); (iii) the excess of Receivables of the Borrower oripnatin1 outside the United States, United 
States .,_.aions. and Canada over UI% of the gross amount of Receivables of the Borrower; (iv) •he excess of 
Receivables maturiD1 in more than 36 months over 25% oftbe srossamount of Receivables of the Borrower: { v I 
any Receivable maturin1 in1more than 60 months unless the Borrower bas full recourse against W BCI or W 11 E 
with respect to payment t~.ereof; and (vi) the excess of the awepte principal amount of loans and advances 
out1tandif!&-1'unuant to Subparasraph 3.2.S(v) over 5% ofConsolidated Stockholders' Equity. 

9.2:"Asreement"sball mean this A1reement dated as of Au1ust 31, 1978, between the &or.rower and the 
Bank. 

" 9.3 -Bank" shall mean The Finl National Bank of Chica10, a national ban!:i::!;cus~iation. 

9.4 -&orrower"'shall mean World Book Finance, Inc., a Delaware corporation. 

" 9.5 "Capital Base" shall mean the sum. or Adjusted Net Wonh plus Senior Subordinated Indebtedness 
plus Junior Subordinated Indebtedness' 

9.6 "Consolidated Stuckholden' Equity" or a corporation shall mean :be sum of (i) the par value (or 
stated value on the books ofthe corporation) of the capital •!ock of all classes (exclusive oftreasury stock) plus 
(or millus in the c:aJe of a surplus deficit) (ii) the amount of'the surplus, whether capital or earned. of such 
corporation, all u determined by senerally accepted accounting principles consistently applied. 

9. 7 "Deferred Tax Obliptions"shall mean that portion of the deferred tall liabilities on the balance sheer 
of WBCI, WBE or any other wholly-owned subsidiary of S .t F which relate to the Receivables sold to the 
Borrower. · 

.. ~.8 "Eaminp Available for Fixed Charses" shall mean net income of the Borrower as determined by 
aenerally accepted llccountin1 principles with the followin1 adjustments (to the extent such items have not 
already been. taken into account in the manner set forth below in calculatin1 net income): (i) all operating and 
maintenance expenses, taxes other than taxes on or measured by income, and depreciation shall be deducted in 
determinin1 net income; (ii) all extraordinary, nonrecurrin1 items of income shall be excluded in determining 
net income; (iii) all extraordinary, nonrecurrin1 items of expense shall be deducted in determining net income: 
(iv) Fixed Charses shall not be deducted ih determinin1 net income; and (v) any cash payment required to be 
made for any quarterly period of any fiscal year punuant to Parasraph 3A ofthe Operating Agreement shall be 
added to net income for the quarterly period of the fiscal year in which such cuh payment is required to be mede. 
provided, however, that such amount shall be deducted in detcrminin1 net income for such quanerly period 
unless such cash payment is actually made within the time period specified in Paragraph 38 of the Operating 
A1reement. 

9.9 "Elipble 'Assets• shall mean, at any time of determination, the sum of (a) cash, (b) aggregate 
investments permitted by Subparagraph 3.2.5(i) hereof, and (c) Net Elipble Receivables. 

9.10 "Event of Default" shall mean the ~urrence of any of the events set forth in Paragraph 4 hereof, 
which is not· cured.or waived within the time period, if any, provided in sa!d Paragraph 4. 

9.11 "Fixed Cbaraes" shall mean all charses for interest on funded and unfunded debt, amonization of 
debt discount, and rentals for leased propenies, au determined in accordance with generally accepted 
accountin1 principles. 

~\ . 

9.12 "Forcian Subsidiary" shall mean any corporation orpnized underthe laws ofany country except 
the United States of America and Canada, or whichC(lnducts,the major ponion of its business outside the 

· United States of America and Canada, all of the stock of every class of which, except directars' qualifying shares. 
s~I~ at the time as of which any determination is beina made, be owned by WBCI. '\ 

" 
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9.13 "llldebtedncu" •hall mean and ~tilde Without duplication: 

(i) any obliption which under aenerally accepted accounting principles is shown on the 
billance sheet u a liability (excludina reserves for deferred income taxes and other reserves to 
the extent that such reserves .do not constitute an obligation); 

(ii) amounts equal to the aurepte net rentals (after making allowance for any interest. 
taxes or other expenses included therein) payable under any lease \whether or not such rentals 
accrue and become payable only on an annual or other periodic basis) which lease is capitalized 
in accordance with pnerally accepted accountina principles consistently applied; 

(iii) indebtedness .secured by any mortpae. pledae, security interest, encumbrance. lien 
or charae of any kind exiltina on property owned subject to such mortgage, pledae. security 
interest, encumbrance, lien or charae of any kind, whether or not the indebtedness secured 
thereby shall have been anurned; 

(iv) parantees, endorsements (other than endorsements of nellotiable instruments for 
collection in the ordinary courie of business) and othercontinaentliabilities (whether direct or 
indirect) in connection with the obliptions, stock or dividends of any Person; 

(v) obliptioils under any contract providina for the making of loans, advances or 
capital contribution~1to any Penon, or for the purchue of any property from any Person, in 
each case in order to enable suc~.;Penon primarily to maintain working capital, net worth or 

"any oth:r balance sheet condition. or to pay debts, dividends or expenses; 

(vi) Obliptions under any contract for the purchase of materials, supplies or other 
property if such contract (or any related document) requires that payment for such materials. 
supplies or other property shall be made rep rd less of whether or not delivery ofsuch materials . 
supplies or other property is ever made or tendered; 

(viirobliptions under any contract to rent or lease (as lessee) any real or personal 
property if such contract (or any rell!ed document). provides that the obliption to make 
payments thereunder ii absolute and unconditional under conditions not customarily found in 
commercial leases then in aeneral use or requires that the lessee purchase or otherwise acquire 
securities or obliptions of the lessor; 

(viii) obliptions under any contract for the sale or use of materials, supplies or other 
property if such contract (or any related document) requires that payment for such materials. 
supplies or other property, or the use thereof, shall be subordinated to any indebtedness (ofthe 
purchaser or user of such materials, supplies or other property) owned or to be owed to any 
Pcnon; and 

(ill) obliptions under any other contract which, in economic effect, is substantially 
equivaleni to a auarantee; 

all as determined in accordance with generally accepted accounting principles. 

9.14 "Junior Subordinated Indebtedness• shall mean any Indebtedness, the payment of principal and 
interest of which shall be subordinated and junior to the Indebtedness evidenced by the Notes and to other 
Senior Indebtedness and to Senior Subordinated Indebtedness in the manner and to the extent set forth in 
Exhibit ·c· hereto. 

9. IS "Net Eligible Receivables" shall mean the gross amount of Receivables, less (i) unearned finance 
charaes; (ii) the areater of (a) reserves for uncollectible accounts. including the Contract Reserve Account 
referied to and defined in the Operating Agreement, and dealer reserves, or (b) Receivables which have been 
placed with a colleClion apncy or an attorney for collection plus, without duplication, Receivables on which one 

'full installment payment has not been received within the 180 days immediately preceding any calculation under 
this Paraaraph 9.IS, all determined in accordance with generally accepted accounting principles consistently 
applied; and (iii) the excess of the agregate principal amount of loans and advances outstanding pursuant to 
Subparaaraph 

0

3.2.S(iv) hereof over S% of Consolidated Stockholders' Equity. and (iv) the excess of the 
a11repte principal amount of loans and advances outstanding pursuant to Subparasraph 3.2.S(iv) over S% of 
Consolidated Stockh~ders' Equity. · 

9.16 "Note" shall mean the Note in the form of Exhibit •A• attached hereto evidencing the indebtedness 
· of the Borrower to the Bank hereunder. 

. '' <J: 
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9.17 "'Operatina Aareement" 11uill mean that certain Operatina Agreement in the form of Exhibit ·e· 
att~.bereto executed by and amona the Borrower. WBCI, WBE and SA F dated August 31. 1978. 

?;'11 "Penon" shall mean and include an inclividual, a partnership. a joint venture, a corporation. a trust. 
an unincorporated orpnization and a aovernment or any department or agency thel'eof . 

9.19"Receivables"1hall mean all of the Borrower'sac:counts receivable purcllased from WBCI or WBF 
. , punuant to the Operatina Aareement, or from Scott A Fetzer or any ofitssubsidiaries pun;1111nt to an operatin!! 

il1Pament acceptable ,in form •nd substance to the Bank. 

9.20 "S A F" •hall mt~TI!e Scott .t Fctzer Company, an Ohio corporation. 

9.21 "Senior lndebtedneu" 1hall mean any Indebtedness that is not Junior Subordinated Indebtedness 
or Senior Subordinated lndebtedneu . 

. 9.22. "Senior Subordinated Indebtedness• shall mean any Indebtedness, the payment of principal and 
'interest.of which 1hall be 1ubordinated and junior to the Indebtedness evidenced by the !llotcs and to other 
Senior lndebtedneu ofthe Borrower and its Subsidiaries in the manner and to the extent set forth in Exhibit ·o· 
hereto; but senior to Junior Subordinated Indebtedness. 

9.23 "WBCI~ 1ball mean World Book-Cbildcraft International, Inc., a Delaware corporation and 
• wbolly~wned 1u'i)lidiary of S .t F. 

• 

• 

• 

• 
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9.24 "WBE" 1ball mean World Book Encyclopedia, Inc., a wholly-owned subsidiary of WBCI. 

10. AppleaMI Law. Thia Aareement and the Note shall be aoverned by, and construed in accordance 
with the internal laws, and not the law of conflicts, of the State or Illinois, except as to matters governed by 
applicable federal law or replation. 

11. Se•enlllity. The invalidity or any one or more covenants, phrases, clauses; sentences or paragraphs 
ofthis Aareement shall not affect the remainina ponions oftbis Aareement, orany part thereof. and in case of 
ally such inv.iidity, this Aareement shall be construed u if such invalid covenants, phrases, clauses. sentences or 
parqrapbs had not been i~rted. ·· 

12. Acca•ttllll Coiitp11tatloa. All financial 1tatements and report• furnished to the Bank pursuant to 
this Aareement shall. be prepared. and all computations and determinations required to be made hereunder shall 
be made. in accordance with aenerally accepted accountina principles and practices, applied on a basis not 
materially inconsistent with those applied in the preparation of the financial statements referred to in Paragraph 
2.1 hereof. 

13. Costs and Expema. The Borrower aarees to pay all costs and expenses incurred by the 11,ank in 
connection with the preparation, execution and delivery of this Aareement and. the Note, including without 
limitation, printina and typina costs, incllidina kpl drafti1~1 and attorneys' fea or counsel fer the Bank. as well 
u any and alhtamp taxes and will save the Bank harmless from any and all liabilities with ,respect to, or resulting 
from., any deby or omission to pay such .. tues. The Borrower further aarees to pay !ill ,costs and expenses 
incurred by the Bank in connection with the enforcement of this Aareement and the Note, including without 
limitation. reasonable attorneys' fees for counsel for the Bank and costs of collection (including reasonable fees 
for the Bank's attorneys) if an Event or Default occurs. 

14. P11nanpll Hntllnp. Paraaraph headinp hereunder are for the convenience oft he parties hereunder 
and shall nqt affect the construction and interpretation of this Agreement . 

Yours very truly, 

WORLD BOOK. FINANCE. INC. 

.. By Raymond A. Davis 

Title Prg5jdggt 

The foreaoing application is hereby accepted as of tile date first above written by the undersigned Bank. 
whic!i a1rees to make the loan therein applied for on the terms and conditions therein set forth. 

0 
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, THE FIRST NATIONAL BANK OF CHICAGO 

By John R. Swift 

Title Vise Prgsjdcn• ,, 
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w.~ooo Chicago. Illinois 
August 31. 197N 

FOR VALUE RECEIVED, the undeniped, World Book Finance, Inc. (the "Borrower"), a Delaware 
corporation, hereby promises to pay to the order of The Finl National Bank of Chicago, a national banking 
ulOCiation (the "lank~. at ita principal office in Chicaao, Illinois, in lawful money of the United States of 
America, the principal aum of Twenty-Five Million Dollan (525,000,000) in three (3) equal consecutive annual 
principal ina~llments of $6,250,000 payable on the 31st day of each August in each year, commencing August 
31, 19$3 to and including August 31, 1985, together with a final principal installment of 56,250,000 payable on 
Auaust 31, 1986. 

This Note 1hall bear interest from the date hereof on the principal amount hereof remaining from time to 
time u'lpaid at a rate per annum (i) equal to eight and lh~-qua"en percent (8·3{4%) from the date hereof to 
and ini!luding August JI, 1982, (ii)from and including September I, 1982 until maturity equal to the corporate 
base rate orinterest announced by the Bank from lime to time multiplied by 1.12, which rate shall change when 
and u said corporate base rate shall change, and (iii) with interest after the expressed1,or any accelerated 
maturit)' until paid in full at a rate per annum equal to the sum ofthe corporate base rate ofinterest announced 
b)' the Bank from time to time plus two percent (2%), which rate 1hall change when and as said corporate base 
rate shall change. Interest hereunder shall be payable qua"erly on the ISth day of each November, February. 
May and August in each year hereafter, commencing November IS, 1978 and at maturity. All interest shall be 
calculated fonctual days elapsed on the basis of a 360-day year. Whenever any payment to be made hereunder 
shall be due on a Saturday, Sunday or legal holiday in the State of Illinois, such payment shall be made on the 
neJ1t succeeding buliness day in lllinoisand any extension of time of,!he payment of principal shall be included in 
computing interest in connection with such payment of principal: 

This Note illhe Note..iuued punuant to the provisions ofthe Term Loan Agreement, dated August 31. 
1978, between the Borrower and the Bank, to which Term Loan Aareement reference is hereby made for a 
statement ofthe terms and conditions under which the loan evidenced hereby was nmde and is to be repaid and 
under which this Note may be paid prior to its due date or its due date accelerated . 

I} 

WORLD BOOK FINANCE, INC: 

BY~~~~~~~~~~~~~~ 

Tille'-------------·----



• 
EXHlllTI 

(CONFORMED I 
OPERATING AGREEMENT 

• OPERATING AGREEMENT dated u of August 31, 1978 among World Book-Childcrnft Jnter-
natioml, Inc. (''World Book"), World Boole Finance, Inc. ("Finance"), World llook Encyclopedia, 
Inc., ("Encyclopedia") and The Scott & Fetzer Company ("Scott & Fetztt"). 

In canlidention of the mutual promises herein contained, World Book, Finance, Encyclopedia an:! 
,, Scott • Fetier qree u follows: 

• I. We of Recelftbl-. 

• 

• 

• 

• 

• 

• 

• 

• 

IA. World Boole and Encydopedia sball offer to sell to Finance during the term of this Agreement, 
on a -- basis, all Receivables now or l1ereafttt owned by. World Book or Encyclopedia. 
Fmance aball pve full, careful and p1ompt consideration to all Receivables offered to Finance by World 
'Boole. and Eneydopedia and ahall be deemed to have accepted for purchase all Receivables offered without 
any further or express act of acceptance: p!'O"ided however, that (i) the purchase of Receivables shall be 
within the sole dilCl'elion of .Finance, and Finance sball be undtt no obligation to purchase any Receiv

. ables and may, by express notice to World Book .or Encyclopedia within 2 business days, refuse to accept 
for purdwe any specific Receivables, and, (ii) Finance shall be under no obligation to purchase any 
such Receivables, whethtt or not it ha~ given such notice, to the extent that Finance shall not then ha,·c 
.available to it suflicient sources of funds to consummate such purchase in accordance with the provisions 
hereof. All documentation relatinr to the purchase of Receivables. shall be satisfactory in form ancl 
subltance to Finance. Notwithstandinr the foregoing, World Book and Encyclopedia shall sell to 
Finance and Finance shall buy from World Book and Encyclopedia all Receivables owned by World 
Boole. or Encyclopedia u at August 31, 1978. All c:Onveyances of Receivables to Finance after the 
purchase described in the preceding sentence shall be made by World Book and Encyclopedia daily as of 
the close of busine5s u to all Receivables arising during the course of such day. Such conveyance shall 
be effected by virtue of the provisions of this paragraph I, without further instrument of conveyance 
Upilll. notat~ of the conveyance on the books and records of World Book, Encyclopedia and Finance. 

IB. 1'he purchase price of ncefftlites sold and conveyed pursuant to paragraph IA shall be paid 
by Finance by direct cash payment or by the application of proceeds of collection of .Receivables as 
provided in puacraph 9B. The daily application by Finante of the proceeds of Receivables as provided 
in par.icraph 9B sball, u at the time of such application, constitute full payment for Receivables 
purchased by Finance pursuant to paragraph 1. 

IC. Finance shall not purchase Receivables from.cWorld 'Book and Encyclopedia hereunder after 
they cease, .. respectively, to be whOlly-owned subsidiaries (directly or .through other wholly-owned 
subsidiaries) of Scott & Fetzer •. 

2. PurCbue Price of Receivabln; Contract Rese"e Accoun.t • 
2A. The price to be paid by Finance for Receivables shall be equal to 100% of the principal amount 

thereof or such other percentage not exceeding 100% as may be agreed by World Book or Encyclopedia, 
u the case may be, and Finance from time to time. 

" 
2B. Within 30 days of the end of each Accounting Period, World Book and Encyclopedia shall 

pay to Finance·a facilitating fee in respect of the average aggregate outstanding balance of all Receivables 
owned by Finance during such Accounting Period. The amount of such fee for each such Accounting 
Period sball be determined jointly by World Book, Encyclopedia and Finance and shall be sufficient to 
c:appenaate Fmance fairly in accordance with customary industry practices for the risk undertaken 
by it in purchuinc and hOlcling the Receivables. 

2C. On each purchase of Receivables, Finance shall withhold from the purchase price of such 
.Receivables an amount equal to not lua than 11 % of the unpaid balance of such Receivables. Finance 
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0 wi"ll credit all sums so withheld to a relel'Ve (the "Contract Re5erve Account") on the books of Finance. 

11te U10Unt of any Receivable detoermined by Finance to be uncollectible shall be charged to the Contract 
Reserve Account regardless of whether any deficit results in such Contract Reserve Account. If, at 
the close of business on the last day of the Account\ng Period, the Contract Reserve Account has a 
babnce in excess of J~e sum of (i) the aggregate amount of Receivables on which one full installment 
payment has not. beeri receh·cd within the 180 days immediately preceding any calculation under this 
Pu:icraph, (ii) without. duplication, the aggregate amount of Receivables that have been placed with 
attorneys or collection agencies for collection, and (iii) 5% of the aggregate amount of all Receivables, 
Fmance shall pay such excess to World Book Encyclopedia. 

3. Jnvntment Covenant. 
3A. If at the end of any· Ac:co-JDting Period the Earnings Available for Fixed Charges for such 

.Accounting Period and previous Accounting Periods, if any, occurring in the same fiscal year were 
less than one and one-half times Finance's Fixed Charges for such Accounting Period and pre\"ious 
Accounting Periods, if any, occurring in the same fiscal year, World Book and Encyclopedia or Scott 
I: Fetzer or all of them (intending to be jointly and severally obligated) shall promptly pay and transfer 
to Finance c:asl! in the amount by which such Earnings Availabl~ for Fixed Charges for such Accounting 
Period and previous Accounting Periods, if any, occurring in the same fiscal year were less than one and 
one-haH times such Fi."Ced Ch.~rges for such Accounting Period and previous Accounting Periods, if any, 
occurring in the same fiscal year. Such payment shall be made as a purchase of additional shares of com
mon stock of Finance for such number of shares as may be determined by Finance at the time. Worlu 
Book, Encyclopedia, Finance and Scott & Fetzer shall take such action (including amendments to Finance"s 
certificate of incorporation, or by-laws, or both) as may be necessary to accomplish the authorization and 
iSlllallCe of such additional shares of common stock of Finance and the payment therefor. The purchase 
price for such additional shares. of common stock of Finance shall be $10,000 per share, payable concur
rently with the issuance and delivery of such stock to the purchaser thereof. 

3B. Within 40 days after the close of each of its quarters, Finance shall deliver to Scott & Fetzer 
copies of quarterly financial statements of Finance in such detail. as may be reasonably required hy 
Scott & Fetzer, together with a certificate by an authorized financial officer of Finance, setting forth 
in detail the computations under paragraph JA and the number of shares of Finance's common stock, 
if any, to be. purchased at such time pursuant thereto. Within S days after the date of delivery of such 
certificate, at ihe principal office of Finance in Chicago, Illinois (or such other place and time, not later 
than S clays after t11e date of delivery of said officer's certificate, as may be mutually agreed upon between 
Finance :ind Scott & Fetzer), Scott & Fetzer, World Book, or Encyclopedia or any combination thereof, 
sh:lll consummate the purch.1se of the number of shares of stock of Finance set forth in said certificate at 
the price per share hereinabove provided (unless a different price shall have been mutually detem1ined). 
Concurrently wit.h the payment of such purchase price, Finance shall issue and deliver to Scott & 
Fetzer, World Book or, Encyclopedia (as the case may be) the number of fully paid and non-assessable 
shares of Finance's common stock so purchased. 

4. Settlement of Inter-Company Accounts. 

Finance shall pay promptly all of its accounts payable to World Book and Encyclopedia, and World 
Dook and Encyclopedia shall pay promptly all of their accounts payable to Finance (in chiding amounts 
payable pursuant to paragraph 10 hereof), in each case within 30 days after the end of the Accounting 
Period in which any such account payable was incurred. 

5. Fonn of Receivables. 

AU Receiv:iblcs purch.1scd by Finance pursuant to this Agreement shall be in a form .acceptable 
to Finance. 

2 
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6. Documents Required to be Delivered upon Sale of Receivables. 
World Book and Encyclopedia shall present to Finance the following documents and data upon 

request of Finance. 

(a) a achedule or statement specifying the amount of the Receivables ,sold to Finance within 
any specified period of time; and 

(b) the be~t documentation or evidence available as to the existence of such Receivables 
(which, if requested, shall be endorsed, assigned or otherwise transferred to Finance without 
teeourse), together with any supporting records and any security or collateral therefor which i> 
nadily susc~tible of delivery and any evidence of filing or recording of such Receivables (or other 
appropriate document relating thereto) . 

7. Repnnntatlona and Warrantiea in Connection with the Sale of Receivables. 
As to each Receivable purchased by Finance pursuant to this Agreement, Worlrl Rook or Encyclo

pedia. ns the case may be, by such sale, hereby mak~s each of the following representations nml wti r
r:tnti~s: 

(n) such Receivable is ii\ compliance with all of the terms of this Ai:rccment; 
(b) such Receivable is a valid obligation t.o which World Ilook or Encyclope1lia. as the ca'e 

may be, hns gooil ti!le, free and clear of all liens.and encumbrances whatsoe\·er all') such Recci,·aH~ 
is not subject to any offset, counterclaim or other defense; 

( c) the conveyance of such Receivable effected by the provisions of paragraph I \'Csts in 
Fina11cc 1t~c entire right, title and interest of World Book or Encyclopeclia, as the case may he. in 
and to siich Receivable and the proceeds of the collection thereof, in each case free and clear from 
claims of any third parties ; 

(d) all obligations to be performed by World Book, Encyclopedia or any other person to or in 
connection with such Receivable, including obligations with respect to the merchandise the sak of 
which gave rise to such Rccciv.ible, have been or will be fulfilled; and 

( e) the laws of each jurisdiction applicable to the transaction out of which such Receivable 
originated have been complied with. 

As to each. Receivable purchased by Finance pursuant to this Agreement arising out of a sale by \Vor:cl 
.;Book or Encyclopedia subsequent. to August 31, 1978, World Book or Encyclopedia, as the case may lie, 
by such sale, hereby makes the f.J!~hcr representation and warranty that such Receivable at the time of 
such sale is current and not in defaUlt and, in the good faith judgment of World Ilook or E11cyclnpc1lia, 
as the case may be,. is not of 'a quality inferior i11 any respect to the average quality of all Receivables. 

8. Indemnity for Bruch of Warranty. 
World Rook, Encyclopeclia or Scott & Fetzer or all of them (intending to be jointly and sevel'ally 

obligated) lha1I indemnify, defend 11nd save harmless Finance against any and all liability, claims, 
losses and damages arising out of or based on any breach of warranty made by World Ilook or Encyclo
pedia with respect to merchandise the sale of which gave rise to a Receivable purchascu by Fi'itancc 
puriuant to this Agreement. 

9. Collection and Other Servi1:ea to be Performed on Behalf of Finance; Daily Purch11~e of 
lteeeivablaa; etc. 

9A. World Book and Encyclopedia at their sole expense shall take, or cause to be taken, with due 
diligence, all necessary steps to perform all of the following services on behalf of Finance solely in the 
capacity of agent or agents·"of Finance: 

(a) to collect, when due, sums owing and payable on the respective Receivables purchased by 
Finance pursuant to. this Agreement, and promptly to report and accountc to Finance for all such 
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icollectfons; all such payments or collections received by World Book or Encyclopedia sliall be applied 
as provided in paragraph 9B and, to the extent not so applied, shall be promptly remitted and paid 
over to Finance; 

(b) if it becomes necessary or desirable to repossess or to foreclose the lien upon or the security 
itrterest in any merchandise which is subject to any Receivable p;urchased by Finance pursuant to 
this Agreement, to proceed,,with due diligence to take lawful stdps to repossess such merchandise 

o or to carry out .such foreclosure and to ta.kc such other lawful steps as may be necessary or appro
priate (i) }o enforce tlte lien upon or the security interest in such merchanclisc for am! on Jidmlf 
of Finance; (ii) to l'CSf.11 such merchandise for the account and benefit of Finance and to art in 

'' good faith to the ent'i of obtaining the best possible prices for such merchamlisc for the hcndit <>f 
Finance, and (iii) to remit to. Finance the proceeds of such salrs (OJIY repossession, reconclitioning. 

' forec:losure or resale expenses in connection with such sales to be borne by World Book or 
&cyclopedia)· "' 

~ . ' 
( c) to make credit investigations of and reports on the obligors on Receivables offered to 

Fmance pursuant to t11is Agreement, and to· provide credit and collection assistance and other 
slmilar services to Finance ; 

( d) ·to rcrider accounting and internaf auditing services, including the safe-keeping of records 
and the preparation and furnishing of reports ; 

(e) to prepare and file in the name and on behalf of Finance ;my local, state and Federal t:ix 
·. returns and other reports and returns required by local, state or Federal laws or regulations; 

( f) if requested by Finance, to notify the obligors on Receivables purchased by Finance to make 
paymentslhercon directly.: to Fmance and to maintain all such records as are necessary or appropriate 
to enable Finance directly to notify such obligors and to collect and enforce such Receivables and 
such other obligations; and " 

(g) to do such other acts and provide such other services as Finance may from time to time 
reasonably require and request in writing. 

Finance shall be ~titled, upon timely nc;itice in writing to World Book or Encyclopedia, as the case may 
be, to perform an:JI/ of the foregoing services on its own behalf and at its own expense with respect to :\lly 
or :ill Receivables! in which event Finance shall be ~titled to give direct notice to the obligors of such 
Receivables and to collect and receive from such obligors, and World Book and Encyclopedia shall take 
such action as may be necessary to permit Finance to make direct collections of such Receivables .• and to 
receive and retain for Finance's own account the interest accruing thereon, or the finance charge in respect 
thereof, or such portion of such interest or finance charge as fairly compensates Finance for the actual 
costs of such services. 

'9B. ·world Boqk, as agent for Finance, sliall cause all proceeds of collection of Receivables 
conveyed to Finarice to be deposited in bank accounts designated "World Book collection accounts" and 
held in such bank accounts for and on beh,a)f of Finance, as the owner of such proceeds, subject only to 
withdrawal by or at the direction of Financ~ or as otherwise provided in this paragraph 9B. Such proceeds 
shall be applied daily to the purchase of Receivables as provided in paragraph 1, to the extent such 
Proceeds arc not remitted to Finance in.·t:ash as provided in subparagraph (a) of paragraph 9A, and such 
application of proceeds shall be deemed to have been made simultaneously with the transfer of fonds 
from the World Book collection accounts to a general corporate bank account of World Book. World 
Book shall furnish to Finance at the end of each Accounting Period a written accounting with respect to 
all proceeds of collection of Receivables during such.Accounting Period, showing the application of such 
prOceeds and the total amount of Receivables purchased during such Accounting Period. 

9C. World Book and Encyclopedia shall, at their expense, file, and maintain the filing of, such 
financing statenicnts or other documents, if any,. as may be necessary or appropriate, under the Uniform 
Commercial Co<l~ and any other applicable laws, to perfect and prrserve the rights of Finance, hereuncler, 
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···. aild, if requested by Finance, shall furnish to Finance from time to time opinions of its counsel that 
. such filings, if ~. hive been• made and operate to establish, preserve and protect Finance's rights 

· ''hereunder and in all Receivables sold pursuant hereto and to create and preserve Finance's interests in 
· such Receivables, pursuant to the Uniform Climrnercial Code, if applicable. 

ii 

' !ID. So long as Finance shall own any Recdvables of World Book or Encyclopedia, World Book and 
Encyclopedia shall mark their master control accounts to the effect that such Receivables have been sold 
to Finance. World Book and Encyclopedia shall provide to Finance full access at all reasonable time" 
to rooms !'1 which account records are maint:iined and to such account records themselves, including, 
without limitation, access. to computers or other data processing equipment and the programs and data 
eontained therein by means of which account records are maintained . 

10. Adjustments; Charges. 

If (a) World Book or Encyclopedia shall make any rebates in favor of obligors on Receivables sold 
to Finance or shall repossess or accept returns or rejections of merchandise the sale of which gave rise 
to Receiv.ables sold to Finance and "(b) such rebate, return, rejection or repossession shall have the effect e of reducing the unpaid balance of. any Receivable, World Book or Encyclopedia as the case may be, shall 
pay to Finance an amount equal to the amount by which t)le unpaid principal amount of such Receivable 
shall have been reduced. 

• 
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11.. lnclemni._ £or Acts Performecl Pursuant to this A-ent. 
. . /.'..' •1 .. ----

wilrid Book, Encyclopedia or Scott & Fetzer or all of them (intending to be jointly and 
severally obligated) will indemnify, defend and save harmless Finance from any and all claims asserted 
against Finance by any third party arising out of any wrongful or negligent act or omission to act of 
World Book or Encyclopedia in performing or furnishing any of the services which World Book and 
Encyclopedia are required to perform or furnish for Finance pursuant to this Agreement. 

'~ ' . 12. Option to Repurdwe • 

World Book and Enqclopedia may purchase at any time from Finance, but without recourse or 
warranty by Finance, any Receivable which is, in the Opinion of World Book, Encyclopedia or Finance, 
uncollectible. The ·purchase price of such Receivable shall be the remaining unpaid balance of .such 

" Receivable. If World Book or Encyclopedia does not purchase Receivables deemed uncollectible by 
Finance, the remaining unpaid balance of such Receivable shall be charged against the Contract Reserve 
Account on the last day of the calendar month during which the Recei.vable is declared uncollectible by 
Finance. 

13. Term. 

This Agreement shall remain in full force and effect for an initial term ending December 31, 1999, 
and s'1.:tll be :mtomntically renewed for successive terms of one year each unless, at least 90 days prior 
to the expiration of the then current term, any part). hereto .. shall give to the other parties written notice 
of tenninatioh"hereof, which termination shall be effective as of the end of the then current term. 

C' 

1.4. Definitions. 

As used in this Agreement, the following terms have the following respective meanings: 

"Accounting Period": any three-month period used by Finan~e as an accounting period withi.n its 
litcal year. 

"Fixed Charges" : all charges for interest on funded and unfunded debt, amortization of debt 
discount, •nd rentals for leased properties, all determined in accordance with generally accepted account
ing principles. 

s 
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''Earnings Avai1able for Fi.'Ced Charges": Net income of Finance as determined by generally accepted 
accounting principles, witll the following adjustments (to the extent such items have not already been 
takat into account in the manner ~t forth below in calculating net income) : 

(i) all operating and maintenance expenses, taxes other than taxes on or me.~sured by income 
and depreciation shall be deducted in determining net income; 

(ii) all extraordinary, nonrecurring items of income shall be excluded in determining net 
income; 

(iii) all extraord.inary, nonrecurring items of expense shall be deducted in determining net 
income; 

(iv) Fixed Charges shall not be deducted in determining net income; and 

(v) any c:aSh payment for any Accounting Period during the same fiscal year actually made 
pursuant to paragraph 3 by Scott & Fetzer, World Book or Encyclopedia, or any combination thereof, 
shall be addedJo net income for such Accounting Period . 

"Receivables": any right to receive payment in United States or Canadian_ currency arising out of 
the retail sale in the ordinary course of business of encyclopediae, other reference and topical works, 
other publications and other consumer items -~old by World Book or Encyclopedia, including all interests 
in or ar,ising under, any conditional sales ;ii:reement, chattel mortgage, promissory note, lease, chattel 
paper, security &grCt'Dlent, security interest or lien evidencing or securing such right to receiYe payment, 
including the right to receive or retain any interest on or finance charge in respect of the principal amount 
of such paynient, but only' to. the extent that Finance shall be entitled to such interest or finance charge, 
or part thereof, pursuant to the provisions of the last sentence of paragrap.!1 9A. 

15. l(oticea. 

All communications contemplated by this Agreement shall be sent by first class mail addressed as 
follows: 

If to World Book, to: 

If to Finance, to: 

If to Encyclopedia, to : 

If to Scott & Fetzer, to: 

f' 

World Book,Childcraft 
International, Inc. 

Merchandise Mart Plaza 
Chicago, Illinois 60006 
Attn : President 

World Book Finance, Inc. 
Merchandise Mart Plaza 
Chicago, Illinois 60006 
Attn : President 

World Book Encyclopedia, Inc. 
Merchandise Mart 
Chicago, Illinois 60006 
Attn : President 

,, 
The Scott & Fetzer Company 
14600 Detroit Avenue 
Lakewood, Ohio 44107 
Attn : President 

or to such other address with_ respect to any party as such party shall notify the other in writing . 
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16. llilcellaneou. 
i6A., Subject to the provisions of paragraph 2C, this Agreement is not intr.nded to be, and is not, 

and IJ<lthing hereip contained, and nothing done by World Book, Encyclopedia or Scott &Fetzer pursuant 
hereto, shall be c:Ohstrued or deemed to constitute a direct or indirect guaranty by World Book, Encyclo
pedia or Scott & Fetzer of the payment of the Receivables sold to Finance or the payment of any other 
inilebtedness owing to Finance or of the payment of the interest on or principal of any indebtedness, 
liability or obligation of any kind or character of Finance to any person or persons whomsoever, but this 
Agreeme.1t is intended to obligate the parties hereto as herein set forth. The parties recognize that the 
e:dstence and performance of their ~pective obligatious under this Agreement are essential to the con
tinuing business and operations of Finance, and, accordingly, agree that (i) no default by Finance in the 
pedouuance of its obligations hereunder shall be deemed sufficiently material to the overall subject matter 
of this Agreement to constitute a basis for rescission, revocation or other cancellation of this Agreement 

"prior to the end of the initial term hereof, and (ii) the parties shall be limited to remedies seeking the 
enforcement of the specific provisions hereof or a suit for damages. The parties further acknowledge 
that the remedies at law for breach or nonperformance of the investment covenants set forth in paragraphs 
3A and 3B hereof a'.re inadequate, and, accordingly, agree that any party shall be entitled to equitable 
relief fo~ the breach of any such provisions, including preliminary and permanent mandatory injunctions 
and specific performance. 

16B. All agreements herein shall bind and inure to the benefit of the respective successors and 
,, permitted assigns of the parties hereto whether so expressed or not. This Agreement shall be governed by 
the Jaws of the State of Illinois. The headings herein are for the purpose of reference only and shall not 
Iinlit or therwise affect the meaning hereof. This Agreement may be executed simultaneously in two or 
more counterparts, each of which shall be deemed an original, and it ~hall not be necessary in making 
proof of this Agreement to produce or account for more than one such eounterpart. This Agreement may 
not be assigned by any party hereto without the written consent of each other party hereto. 

Ii'. Receivables of Other Entities. 

The parties hereto contemplate that Finance may, at some time llfter the date hereof, purchase or 
otherwise acquire instruments in the nature of Receivables arising from the sale of products ·of Scott & 
Fetzer; however, the parties hereby acknowledge that no such instruments shall be deemed so purchased 
or acquired pursuant to this Agreement until this Agreement shall have been amended to provide explicitly 
for the treatment of Receivables of entities other than World Book and Encyclopedia. 

Ix WITNESS WREUOl', the parties have caused this Agreement to be executed and delivered by 
their duly authorized officers as of the day ."1d year first above written. 

TUE SC'OTr & FETZER COMPANY 

[SEAL) 

L"lkewood, Ohio 

ATTllST: 

ROBERT C. WEBER 

THE SCOTT & FETZER Col\IPANY 

President 

i' 
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Wou.u Boo1t-CHIU>CaAPT INTDNATIONAL, INC. 

''· 

ATrlllT: · 

CollOliTE 
SEAL 

1957 
DBI.AWAD 

HAIOLD M. Ross 

HaoLD M. Ross 

Woat.D Boox ENCYr.tOPIDIA, INc. 

ATTEST: 

ColPOIATE 
SEAL 
1966 

DILAw.uE 

Haot.D M. Ross 
S1cr1tary 

8 

Wo1LD BooK·CHILDCRAFT INTERNATIONAL, JNc. 

By"-~~~-Do~N~ALD~_G_._M_I_L_N_E~~~~ 
President 

WORLD BooK FINANCE, INC. 

B~y~~~~-RA~Y_M_O_ND~A_._D_A_v_1_s~~~~ 
President 

WOILD BooK ENCYCLOPEDIA, INC. 

By. DoNALD A. MILNE 

President 
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\',' EXHlllTC 
. ''.'~'?'l 

Senior Subordinatecl lilCtebtedness• of the Borrower shall be evidenCed by a note or other written obligation 
which 'ihall contain substantially the followina provisions: 

I. The payment of any and all Senior Subordinated Indebtedness is expressly subordinated to the extent 
and in the manner set ronh in paraaraphs 2 to 4, inclusive, ~ereof to Senior Indebtedness. The term "Senior 
Subordinated fodebtedness• shall mean and include the principal of and interest on all liabilities of the Borrower 
or any Sutilidiary, or any combination thereof, to the holder ("Holder") of such Senior ~ubordinatcd 
lndebtedncu, direct or continpnt, joint, several or. independent, now or hereafter existina. due or to become 
due to, or held or to be.held by, the Holder, whether created directly or acquired by assianment or otherwise 
includina. without limitina the aenerality of the foreaoing. 

The trml "Senior ln,dcbtedness" shall mean and include the principal of and premium, if any, and interest on all 
Indebtedness of the Borrower or any Subsidiary that is not subordinated in accordance.with the provisions 
hereof, direct or continaent, joint, several or independent, now or hereafter existing, due or to become due. 
whether created directly or acquired by assipment or otherwise includina, without limitina the arnerality of the 
foreaoina. all Indebtedness ofthe Borrower or any Subsidiary for principal ofand interest on the Notes issued 
under ar~ punuant to the provisions ofthe Term Loan Aareement (the "Agreement")datro Auaust 31, 1978, 
between the Borrower and The Fint Na.tional Bank of Chicaao (includina extensions, renewals and refundings 
thereof, whether ot not the principal amount is increased). 

2. If there shall occur an Event of Dllfault or each event or condition which, with the pving of notice or 
lapse of time or both, would become an Event of Default, as.defined in Section 4oftheAareement, then, unless 
and until such Ewnt of Default or each event or 1:9ndition which, with the pving of notice or lapse of time or 
both, would become an Event of Default shall have been cured, or unless and until Senior Indebtedness shall be 
paid in full, tbe Jlo!der will not receive or accept any payment from the Borrower in respect of Senior 
·Subordinated lndebtedneu. 

J. In the event that the Holder shall receive any payment on Senior Subordinated Indebtedness which the 
Holder is l!Ot entitled to receive under the proviaions.oftbe fore1oin1paragraph2, he will hold any amount so 
received.in trust for the. benefit of the owner or ownen of the Senior Indebtedness and will fonhwith turn over 

· such payment to the owner or ownen of the Senior lndebtedneu in the form received to be applied on Senior 
lndebteclness. · 

4. In the event of any liquidation, dissolution or other windina up of the Borrower or any Subsidiary, or 
in the event of any receivenhip, insolveney, banltruptcy, usipment for the benefit of crediton, reoraanization 
or arranpment with crediton, whether or not punuant to bankruptcy laws, sale:' of all orsubstantially all of the 
assetS or any other manhilllina of the assets and liabilities of the Borrower or any Subsidiary, (i) Senior 
Indebtedness shall lint be paid in full before the Holder shall be entitled to receive any moneys, dividends or 
other assets.in any proceed ins. and (ii) the Holder will at the request of the owner or own en of a majority of the 
principal amount ofthe Senior Indebtedness file any claim, proof of claim or other instrument of similar 
character 11C!:C511ry to enforce the obliptions of the Borrower or any Subsidiary in respect of Senior 
Subordinated Indebtedness and will hold in trust for the owner or owners of the Senior Indebtedness and pay 
over to the owner or ownen of the Senior lndebtedness,.,in the form received, to be applied on Senior 
Indebtedness, any and all moneys, dividends or other assets received in. any such proceedina on account of 
Senior Subordinated Indebtedness, unless and until Senior Indebtedness shall be paid in full. In the event that 
the Holder shall fail to take such action so requested, a representative desipated for such purpose by the owner 
or ownen of a majority oftheoutstandina principal amount of the SeniOr lndebtCdness may, as attorney-in-fact 
for the Holder, take such action on behalf ofthe Holder, and the Holder hereby appoints such representative as 
attorney-in-fact for the Holder 10 demand, sue for, collect and rec:eive'any and all such moneys, dividends or 
other auets and pve acquittance therefor and to file any claim, proof of claim or other instrument of similar 
character and to take such other action (includiq accepta'nce or rejection of any plan of reoraanization or 
arraqement) in the name ofthe owner or ownen ofthe Senior ln~ebtedness orin the name oflhe Holder, as 
such representative may deem necessary or advisable for the enforcement of these subordination provisions; and 
the Hokier will, upon request, execute and deliver to such representative such other and funher powers of 
attorney or other instruments as such representative may request in order to accomplish the foreaoing. 

. S. The owner or owners of the Senior Indebtedness may, at any time and from time to time, without th~ 
" consent of or notice to the Holder, without incurrina responsibility to the Holder, and without impairing or 

releasiq any ri&htS ofsuch owner or owners, or any of the obliptions of the Holder under these subordination 
provisions: 

" 

• All. terms used herein that are def med in the Term Loan Aareement between World Book Finance, Inc. 
and The Finl National Blink ofChicaao dated August 31, 1978, shall have meanings as set fonh in said 
Aareement . 

11 
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" (s) Cbanp the amount, manner, pla~'.<:rtenns of payment or change or extend the time 
of pa~ent of or renew or alter Senior Indebtedness or amend the Agreement or any other 
aareement relatina t.o the issuance of any Senior Indebtedness in any,111anner or enter into or 
amend in any manner any other aareement relating to Senior Indebtedness; 

. (b) SeU, excbanp, releue or oth~'.'ileal ~ith any propeny by whomsoever at any 
time pledaed or moniaaecJ_.:oto secure; or howsoever securing. Senior Indebtedness; 

(c) Releue anyone liable in any manner for the payment or collection of Senior 
Indebtedness; 

.:; ': '\ 

(d) Exercise or refrain from exercising1my rightsagainst the Borrower, any Subsidiary. 
or any other ~non (includina the Holder); and 

(e) Apply any sums by whomsoever paid or however realized to Senior Indebtedness. 

~ 6, Notice or acceptance contained herein is hereby waived. 

• ;:;. 
c 

,. 

• ,, 

' 

' . 

7. The ti older will cause aD Subordinated Indebtedness to be evidenced by a note or oth~r instrument 
which shall bear upon its face a statement or legend to the effect that such note or other instrument is 
•ubordinated to Senior lndebtedheu in the manner and to the extent set fonh herein, and will mark its books to 
1how that the Senior Subordinated Indebtedness is so subordinated to Senior Indebtedness. 

,-c'\ -
8. Tbe Holder represenil' 8114 warrants that neither the execution nor delivery of the instrument 

containina these subordination progions, nor fulfillment nor ccmpliance with the terms and provisions hereof 
will conflict with, or result in a breach of the terms, conditions or provisions of, or constitute a default under, any 
Qi'ee,ment or instrument to which the Holder is now subject. 

9. That ponion of the Senior Indebtedness evidenced by the Notes is intended to be construed and 
enforced in accordance with the laws of the State of Illinois, and the Holder accordingly agrees that the 
inst.rument containina these subordination progions shall be construed and enforced in accordance with, and 
the ria"is of the parties thereto. shall be governed by, the law of the State of Illinois . 

. ,. 
" 
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EXHIBITD 
· . · Junior Subordinated Indebtedness• of the Borrower or any Subsidiary shall be evidenced by a no1e or 

· other written cibliption which shall contain substantially the following provisions: 
· I. The payment of any and all Junior Subordinated Indebtedness is expressly 

subordinated to the extellt and ill the manner set forth in paragraphs 2 to4, inclusive, hereof to 
Senior Indebtedness and Senior Subordinated lndeb1edness. The term "Junior Subordinated 

· Indebtedness• shall mean and include the principal of and interest on all liabilities of the 
Borrower or any Subsidiary, or any combination thereof, to the holder ("Holder") of such 
Junior Subordinated Indebtedness, direct or contingent, joint, several or independent. now or 
hereafter existina; due or to,. become due to, or held or to be held by, the Holder, whether 
crated directly or acquired· by assipment or otherwise. The term "Senior Subordinated 
Indebtedness• shall meaii and include the principal of and interest on all lndebtednessr,fthe 

' ,;Borrower, or any Subsidiary, or any combination thereof, that is subordinated to<3enior 
.: , ·indebtedness but that it is not subordinated to Junior Subordinated Indebtedness in 
~" accordance with the provisions hereof, direct or contingent, joint, several or independen1, now 

' or .llereafter existina, due or to become due, whether created directly or acquired by assignmen1 " 
or otherwise. The term "Senior Indebtedness• shall mean and include the principal of and · 
premium, if any, and interest on all lndebteclness of the Borrower or any Subsidiary, olherthan 
Senior Subordinated Indebtedness, that is not subordin,ted in accordance with the provisions 
hereof, direct or contingeat,joint, sever&) or independent, now or hereafter existing, due or to 

· become due, whether created directlY' or acquired by assignmenf or otherwise including, 
without limitina the aenerality of the foregoina, all Indebtedness of the Borrower or any 
Subsidiary for principal . of and interest on the Notes issued under and pursuant to the 
provisions of the Term Loan AareementJthe •Agreement") dated August 31, 1978, between the. 

~ Company and .The Fint Nationa"~~.-:t of Chicago (includina extensions, renewals and 
"' refundinp thereof,. whether or n9,i"the principal amount is increased). 

2. lhhere shall occur an Event of Default or each event or condition which, with the 
&ivina of notice or lapse of time or both, would become an Event of Default, as defined in 
Section 4 of t~e Aareement, then, unless and until such Event of Default or each event or 
. condition which, with the aivina of notice or lapse of time or both, would become an Event of 
·Default shall have been cured, or unless and until Senior Indebtedness and Senior 
Subordinated Indebtedness shall be paid in full, the Holder will not receive or accept any 
payment from the Borrower in respect of Junior Subordinated Indebtedness. 

3. Jn the event that the Holder shall receive any payment on Junior Subordinated 
lnd~bte4J(eu which the Holder is not entitled to receive under the provisions of the foregoing 
para1raph 2, he will hold any amount so received in trust forthe benefit of the owner or owners 
of the Senior Indebtedness and will forthwith tum oversuch payment to the owner or owners 
thereof in the form ~ived, to be applied first on Senior Indebtedness and thereafter on Senior 

" Subordinated lndebledness. 
4. In the event of any liquidation, dissolution or other winding up of the Borrower or 

any Subsidiary, or in the event of any receivership, insolvency, bankruptcy, usignment forthe 
benefit of creditors, reorganization or arrangement with creditors, whether or not pursuant to 
bankruptcy laws, sale of all or substantially all of the assets or any other marshalling of the 
as'Sets and liabilities of the Borrower or any Subsidiary, (i) Senior Indebtedness and Senior 
Subordinated Indebtedness shall first be paid in full before the holder shall be entitled to 
receive any moneys, dividends or other assets in any proceedina, and (ii) the Holder will at the 
request of the owner or owners of a majority of the principal amount of the Senior 
Indebtedness file any claim, proof of claim or other instrument of similar character necessary 
to enforce the obliptionl 9fthe Borrower or any Subsidiary in respect of Junior Subordinated 
Indebtedness and will hold' in trust fortheownerorowners of the Senior Indebtedness and pay 
over to the owner or owners thereof, in the form received, to be applied .first on Senior 
Indebtedness, any and all moneys, dividends or other assets received iii any such proceeding on 
account of Junior Subordinated lndebtedne5s. unless and until Senior Indebtedness shall be 
paid in full. In the event that the Holder shall fail to take such action so requested, a 

• All terms used herein that 1.-e defined in the Term Loan Aafeement between World Book Finance, Inc. 
and The First National Bank of Chicago dated August 31, 1978shall have meanings asset forth in said 
Apcement . 
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repraentative desipated for such purpose by the owner or owners of a majority of the 
ou11tandin1 principal amount of the Senior Indebtedness may, as at1omey-in-fac1 for the 
Holder, talte such action on behalf of the Holder, and the Holder hereby appoints such 
repraentative as a11omey-in•fac1 for the Holder to demand, sue for, collect and receive any and 
all such moneys, dividends or other assets and aive acquittance therefor and to file any claim, 
proof of claim 01· other instrument of similar character and to take such other action (including 
acceptance or rejection of any plan of reorganization or arrangement) in the name ofthe owner 
or owners of the Senior Indebtedness or in the name of the Holder, as such representative may 
deem necessarj or advisable for the enforcement of these subordinated provisions; and the 
Holder will, upon request, execute and deliver to such representative such other and further 
powers of attorney or other instrume"ts as such representative may request in order 10 
accomplish the foreaoina. 

5. The owner or owners of the Senior Indebtedness and Senior Subordinated 
l,ndebtedness may, respectively, at any time and from time to time, without the consent of or 
notice to the Holder, without incurrina responsibility to the Holder, and without impairing or 
relea1in1.any riahts·ofauch owner or owners, or any of the obligations ofthe Holder under 
these 1ubordination provisiona: 

0 
(•) Chanae the amount, manner, place orterma of payment or change 

11,r extend the time of payment of or renew or alter Senior Indebtedness and 
Senior Subordinated lndebtednesa or amend the Agreement or any other 
apcement relatina to the iuua~ of any Senior Indebtedness and Senior 
Suboi·dinated Indebtedness in aily manner or enter into or amend in any 
manner any other qreement relatina to Senior Indebtedness and Senior 
Subordinated l~ebtedness; 

0 
(b) Sell, excfianae, release or otherwise. deal with any property by 

whollllOCVCI' at any time pled&CCI or mortp~ lo aecure, or howsoever 
1m1rinl, Senior Indebtedness and Senior Subo~nated Indebtedness; 

(c) Release anyone liable in any manner for the payment or collection 
of Senior Indebtedness and Senior Subordinated Indebtedness; 

(d) Exercile or refrain from exercising any rights against the 
Borrower, any Su~. or any other Person (indudina the Holder); and 

(e) Apply any 1uma by whomaoever paid or however realized to Senior 
lndebtedneu and Senior Subordinated lndebtednesa. 

6. Notice of acceptance of the agreement contained herein is hereby waived . 
7. The Holder will cauae all Jullior Subordinated Indebtedness to be evidenced by Ii 

note or other inatrument which 1ball bear upon its face • 1tatement or legend to the effect that 
1uch note or other inatrument ii 1ubordinated to Senior lndebtednesa and Senior Subordi
nated Indebtedness in the manner and 10 the extent set forth herein, and will mark its books to 
1bow that the Junior Subordinated Indebtedness is so subordinated to Senior Indebtedness 
and. Senior Subordinated Indebtedness . 

S. The Holder represents and warrants that neither the execution nor delivery of the 
in11rument containin11bese 1ubordination provisions, nor fulflllment nor compliance with the 
terma and provisions hereof will conflict with, or result in a breach of the terms, conditions or 
provisions of, or constitute a default under, any apeement or instrument to which the Holder is 
now aubject. 

9. ··That ponion of the Senior Indebtedness evidenced by the Notes is intended to be 
conatrued and enforcCd in accordance with the law1 of the State of Illinois, and the Holder 
~iilaly •area that the in11rument containin1 these 1ubordinatio11 provisions 1ball be 
C01111rued

0
and enforced in accordance with, and the rights of the parties thereto shall be 

aovemed by, the law of the Stale of Illinois . 
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THREE-PARTY AGREEMENT 

REGARDING THE CREATION OF 

WESTLAKE PARK 

AGREEMENT, dated as of June .15, 1S!81, by and among 
WESTLAKE INDUSTRIAL PARK COMPANY I an Ohio partnership ( "WIP") I 

NORDSON CORPORATION, an Oh,.o corporation ("N9RDSON"), and THE 
SCOTT ' FETZER "COMPANY., an; Ohio corporation ~."S&F") • 

W I T N E S S E T ii: ----------

353 

ARTICLE I 

e 1.1 The Acquisition Agreements. 

,, • 

• 

• 

• 
,. 

• 

(a) The Site Plan: EXHIBIT A: 

Attached to" this Agreement as EXHIBIT A is a drawing 
showing certain la~ds located generally north of Interstate 90, 

,east of Bassett Road, west: of cahoon Road, and south of Ranney/ 
· Westchester Parkway, all being :i.n the City of Westlake, County 
9f Cuyahoga, and State of Ohio. A par.t, but not all, of these 
lands are· the subject of this Agreement. The EXHIBIT A drawing 
is hereafter called the "SITE PLAN." 

(b) WIP-NORDSON AGREE~mNT: 

WIP and Nordson have entered into an Agreement, dated 
as of June 15, 1981 (the "WIP-NORDSON AGREEMENT"), providing for 
the sale by WIP to Nordson of the real property ("NORDSON'S WIP 
PK>PERTY"), which is BATCHED in REDand identified on the Site 
Plan (EXHIBIT A). A copy of the WIP-NORDSON AGREEMENT is attached 
hereto as EXHIBIT B. 

(c) NORDSON-OPTIONS: 

. Nordson has five options (the "NORDSON OPTIONS") to 
purctiase the real property ( "NORDSON' s OPTION PROPERTY")·~ which' 
is outlined in RED and identified on the Site Plan (EXHIBIT A). 
A copy of each of the Nordson Options is attached hereto as 
EXHIBITS c-1, c-2, C-3, C-4, and C-5. 

(d) WIP-S&F AGREEMENTS: 

WIP and S&F have entered into an Agree111ent, dated as 
of June 15, 1981 (the "WIP-S&F AGREEMENT"), a copy of which is 

-1-

" i, 



•· 4> 

• 

• 

• 

• 

• 

• 

• 

• 

,, 

'" 
v 

• - 3SJf 
)• 

·') 
~';) t~ 

att,ached .hereto as EXHIBIT D. The WIP-S&F AGREEMENT requires 
WIP to convey to S&F the two parcels of land ( "S&F' s WIP PROPERTY") 
which are HATCHED in BLUE and idehtified as S&F's WIP-N PARCEL 
and S&F's WIP-S PARCEL on the Site Plan (Exhibit A). The WIP-S&F 
AGREEMENT requires, also, S&F to convey to WIP the parcel of land 
(•WIP's S&F PROPERTY") which is HATCHED in GREEN and identified 
on the Site Plan (Exhibit A) • 

(e) S&F OPTION: 

s'(.F h.as an option· (the "S&F OPTION") to purchase the 
real property ("S&F's OPTION PROPERTY" or "ODDO PROPERTY"), 
,,which is OUTLINED in BLUE and identified on the Site Plan (Ex
hibit A). A copy of the S&F Option is attached hereto as EX
HIBIT E. 

1..2 Covenants of Compliance. 

(a) ·WIP's Covenants: 

WIP covenants unto Nordson and S&F that it will carry 
out its obligations under the WIP-Nordson Agreement, under the 
WIP-S&F Agreement~and under this Agreement .strictly in accordance 
with the terms of each agreement, TIME. BEING OF THE ESSENCE, un
less the applic~ble agreement is properly terminated pursuant to 
the provisions of the agreement. 

L' 

(b) Nordson's Covenants: Cl 
1'1 

Nordson covenants unto WIP and S&F as follows: 

(i) Subject to ARTICLE VI, below, Nordson will exer
cise the Nordson Options and ar.;guire fee,,simple title to 
Nordson's Option Propert:y prior' to the Joint Closing Date, 
defined in Paragraph 6.2, below, unless Nordson terminates 
the WIP-Nordson Agreement pursuant to the provisions of the 
WIP-Nordson Agreer.lenti and 

(ii) Nordson will carry out its obligations under the 
WIP-Nordson Agreement and under this Agreement strictly in 

· accordance with the terms of each Agreement, TIME BEING OF 
THE ESSENQ):, unless the applicable agreement is properly 
terminated pursuant to the provisions of the agreement • 

q 

(c) ' S&F' s Covenants: 

S&F covenants unto WIP and Nordson as follows: 

(i) Sul>ject to.ARTICLE VI, below, S&F will exercise 
the S&F Option and acquire fee simple title ,to S&F's Option 
Property prior to the Joint Closing Date, as defined in 
Paragraph 6.·2, below, unless S&F terminates the WIP-S&F•Agree
ment pursuant to the provisions of the WIP-S&F Agreementi and 

-2-
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(ii} S&F will carry out its obligations under the 
WIP-S&F Agreement and under this Agreement strictly in accor
dance with the terms of each agreement, TIME BEING OF THE 
ESSENCE, unless the applicable agreement is properly termin
ated pursuant to the provisions of the agreement. 

(d) Joint Covenant: 

WIP, Nordson, and S&F each covenants unto each other 
that it will not change the WIP-S&F and WIP-Nordson Agreements 
without the. prior consent in ~riting of all parties hereto • 

ARTICLE II 

Declaration of Restrictions 

355· 

2.1 Approval of Declaration • 
0 ·~ '' 

WIP, Nordson, and S &F each approve the Declaration of )~'·: · 
strictions, Easements, Covenants and Conditions ("DECLARATION"} f 
in the form attached hereto as EXHIBIT F. The parties have sigrled 
the original of the Declaration and have delivered it to Chicago 
Title Insurance Company ("CHICAGO TITLE") to hold in escrow until 
the Joint Closing Date, defined in ARTICLE VI, below. 

2.2 Recording the Declaration. 
·~ t:~ . 

If the lands described as the EXHIBIT C LANDS in both the 
WIP-Nordson and WIP-S&F Agreements are rezoned to westlake's 
Office-Laboratory Use,;District and if both the WIP-Nordson and 
WIP-S&F Agreements are consummated in accordance with their terms 
on the Joint Closing Date defined below, Chicago Title is to file 
the Declaration for record.with the Cuyahoga County Recorder immed
iately after the deeds described in such agreements are filed for 
record. WIP, Nordson and S&F will each pay one-third of the re
corder'.s fee for filing the Declaration and of Chicago Title's 
escrow fee, if any. This Agreement, and the WIP-S&F and WIP-Nordson 

.a Agreements will constitute the escrow instructions for the filing 
of the Declaration, as those Agreements are modified or supplemented 
by this 3-Party Agreement. A copy of this 3-Party Agreement will 
be furnished to Chicago Title. 

2.3 Covenant by WIP to Protect Declaration. 

WIP covenants untoS&F and Nordson that it will make timely 
payments of its present mortgages on the Development Lands and 
that it will not permit these mortgages to be foreclosed. WIP 
will not place any additional mortgages on the Development Lands 
owned by it or transfer record title of such lands until the Declar
ation is placed of record or this Agreement is terminated. 

-3-
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ARTICLE III 

Zoning 

3.1 Rezoning. 

So long as both the·WIP-Nordsop Agreement and the WIP-S&F Agree
ment are in effect, WIP, Nordson and S&F agree to support the legis
lation now pending before the Council of the City of Westlake to 
change the zoning use classification of the real property outlined 
inY~LLOW on the Site Plan attached hereto as EXHIBIT A (being the 
same as the EXHIBIT c LANDS in the WIP-Nordson and WIP-S&F Agree
ments and being sometimes herein called the "DEVELOPMENT LANDS") 
to Office-Laboratory District (K), as that District is now defined 
in Chapter 1218 of the Codified Ordinances of the City of Westlake. 

3.2 When Deemed Rezoned. 

The Development Lands shall, conclusively, be deemed to be 
rezoned on the thirtieth (30th) day after the Mayor of the City 
of .Westlake signs an ordinan.ce duly enacted by the Council of the 
City of West:lake changing the us.e classification of such lands to 
Office-Laboratory District (K), as that District is now defined 
in Chapter 1218 of the Codified Ordinances of the City of Westlake; 
PROVIDED that no proceedings have been commenced within such 
thirty-day period in the Cuyahoga County Common Pleas Court to 
contest or set aside the rezoning. 

ARTICLE IV 

Improvements to Development Lands 

. -
4.1 Plans and Specifications; Designated Representatives. 

Following the Joint Closing Date, Nordson will hire Carl s. 
Andreano and Associates ("ANDREANO"), Ohio registered engineers, 
to prepare such drawings and specifications ("PLANS") as are neces
sary to 9onstruct an extension of Clemans Road to the easterly line 
of Nordson 's WIP Property, Jto extend·· water, storm, and sanitary sewer 
lines to that point, to provjde for the relocation and cleaning of 
the drainage ditch from the extension of Clemans Road northerly to 
its terminous at the northeasterly corner of S&F's WIP-N PARCEL, 
and' to replace and install street lighting along Clemans Road from 
Bassett Road to the northeastern corner of NORDSON's WIP PROPERTY 
("IMPROVEMENTS") in accordance with the requirements of the City of 

Westlake. Nordson, S&F and WIP will each designate one person 
("DESIGNATED REPRESENTATIVE(S)") to represent it in all proceedings 
and acts required by the parties under this ARTICLE IV. 

-4-
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4.2 Project Mana9er • 

The Designated Representatives TOM, by majority vote, select 
a project manager ("PROJECT MANAGER") to advise the Designated 
Representatives and to supervise and implement the construction 
of the Improvements in accordance with the Plans at the lowest and 
best price and with efficiency, diligence, and due expedition. 
The Project Manager may, but need not be, an officer, employee, 
shareholder, or partner of one of the parties to this Agreement. 
The Designated Representatives shall by majority vote, agree upon 
the compensation to be paid to the Project Manager and what will 
be his obligations and the terni's of his employment. 

4.3 Nordson's Agency and Duty. 

Nordson will
1 

act as the agent of S&F, WIP and itself to effectu- . 
ate the Improvements. As such it will follow the directions of the 

"majority the Designated Representatives, and will contract with 
Andreano, the Project Manager, the contractors, suppliers and trades
men; and such other persons as may be necessary. Nordson may, at 
its discretion, eith.er disclose its agency or not disclose its 
agency." Nordson will pay' the Improvement Costs as they come due 
and will collect from S&F and WIP such shares thereof as S&F and 
WIP may be obligated to pay to Nordson under this or any other 
Agreement. 

.4. 4 Construction Contracts. 

The Plans will be submitted for bid and the Designated Repre
sentat:ives shall by majority vote, after advice from the Project 

I Manager, award a cont·ract or contracts to the lowest and best 
0 bendable bidder(s)-. It is the intent of tht' parties that the 

Improvements will be completed no later tlan six (6) months, 
wea.ther 'permitting, after the Joint Closi11g Date. 

, 

(J 

4.5 Improvement Costs. 

The cost of the Improvements ("IMPROVEMENT COSTS") will be 
the costs of the ,lands on which they are constructed and all costs 
and. expenses to complete and dedicate the Improvements. The land 
costs for the lands Nordson donates for the Improvements will be 
computed at the rate of $35,000 per acre. The other costs will 
incl~de, without limitation, Andreano's fees, reproduction costs 

. of the Plans, fees of any attorneys used, by the decision of the 
"majority of the Designated Representatives, fees of the Project 
Manii\ger, all insurance obtained, the contr-act sums paid, surveying 
fees, inspection fees, bonds paid or provided to the City, payment 
and performance bonds, interest at the rate of 18% per annum or 
~riTrust prime (whichever is lower) on any funds of Nord.son ad
vanced to pay Improvement Costs if ~&F fails to make a payment due 
by it within ten (10) days after being billed, and other expenses 
incurred and authorized' by a majority of the Designated Repre-
sentatives. · 
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4.7 

S&F's Payment of Improvement Costs. 

S&F will pay to Nordson 45.70% of such Improvement Costs 
promptly as billed by Nordson, provided the payment is actually 
then due or immediately to become due by Nordson. 

Dedication of Improvements. 

Promptly upon completion of the Improvements Nordson will 
dedicate the ImprovementSIC and lands" on which they are located to 
the City of Westlake and will request the City to accept the same 
for their intended purposes: 

35~ 

4.8 Subsequent Extensions of Clemans Road: Sewers: Water • 
.;) 

WIP agrees that if it develops or sells any of the remaining 
Development Lands own.ed by it or if it undertakes any extension of 
Clemans Road beyond the northeastern corner of Nordson's WIP Prop
erty, it will cause Clemans Road to be extended as a public road 
to Ranney Parkway with appropriate .water lines, sewer lines, and 
lights ~nd that such Road, as so extended, will not be closer than 
two h\}ndre~. (200) feet from the easterly boundary line of S&F' s 
WIP Property and the extension of such lines through S&F's Option 
Property. WIP agrees., further, to indemnify and hold harmless 
Nordson and S&F, their respective successors and assigns, from and 
against any and ·all claims, expenses, and assessments arising out 
of the further e~tension of Clemans Road beyond the eastern line 
of N'ordson' s WIP Property and the costs of .. street lights, water 
lines and sewer lines constructed in connection with such extension. 

ARTICLE V 

Miscellaneous 

5.1 Notices. 

All notices and other communications permitted or required 
pursuant to this Agreement shall be in writing and shall be deemed 
given or received when delivered in person, or when deposited in 
the. United States mail, postage prepaid, as certified mail, return 

.receipt requested, properly add;-essed to the party for whom 
intended, as follows: 

If to Westlake: Westlake Industrial Park Company 
21330 Center Ridge Road 
Cleveland, Ohio 44116 

If to Nordson: 

c/o Mr. Richard P. Needles 

Nordson Corporation 
555 Jackson Street 
Amherst, Ohio 44001 

c/o Mr~ Henry J. Libicki, 
Executive Vice President 

.,.6- ' 
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If to S&F: 

If to Andreano: 

The Scott & Fetzer Company 
14600 Detroit Avenue 
Cleveland, Ohio 44107 
Attention: Robert c. Weber· 

Carl C. Andreano & Associates 
24700 Center Ridge Road 
Westlake, Ohio 44145 

or to such other address as any party may designate for itself by 
notice to the other. 

Agreements are in Writing. 

All agreements among the parties are in writing. There are no 
oral agreements or understandings among the parties. No subsequent 
alteration, amendment, change or addition to this Agreement shall be 
binding upon any party hereto unless reduced to writing and signed 
by all.of the parties. 

e 5.3 Relationship of Parties. 

• 

• 

Nothing contained herein shall be deemed or construed by 
the parties hereto, nor by any third party, as creating the re
lationship of principal and agent or of partnership or.of a. 
joint venture among the parties hereto, EXCEPT as provided in 
ARTICLE IV, above. -

5.4 No Waiver. 

No failure by any party hereto to insist upon the strict per
formance of any covenant, agreement, term or condition of this 
Agreement shall constitut~ a waiver of such covenant, agreement, 
term or condition of this Agreement. No waiver on any single 
occasion shall constitute a waiver with respect to any other 
occasion. 

O 5.5 Recording. 

• 

• 

• 

The parties hereto agree not to record this Agreement. 

5-~ 6 - Survival. 

All representations, warranties, covenants and agreements of 
the parties hereto contained in this Agreement shall survive the 

_ closings of. the land purchases described herein and shall not be 
.·merged in any conveyance. · 

5.-7 Termination • 

Notwithstanding anything herein to the contrary, this Agree
ment shall be and become null and ·void upon the occurrance of any 
one of the following events: 

-7-
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(a) S'iiF advises WIP or Nordson, in writing, by 
notice, on or before June 26, 1981, that S&F has elected 
to terminate the WIP-Nordson Agreement or that it elects 
not to be bound under this Agreement; 

(b) The Development Lands are not rezoned to Off ice
Laboratory District (K), as such rezoning is defined in 
Paragraph 3,.2 of ARTICLE III, above, by March 31, 1982 • 

Each party shall give written notice to each other party promptly 
upon its learning that this Agreement is void by reason of the 
occurrence of one of the foregoing events or circumstances. 

e 5.8 Successors and Assigns. 

• 

• 

• 

• 

• 

• 

•.:c 

This Agreement and the covenants and conditions herein con
tained shall be binding upon and inure to the benefit of the 

-. parties here.to and their respective heirs, administrators, execu-

6 .• 1 

tors, successors and. assigns. " 
\~) 

ARTICLE VI 

Special Provisions for Extension 
. of Closing Dates in 

WIP-Nordson and WIP-S&F Agreements 

Modification of Agreements; Priority of Provisions. 

. If the Development Property is deemed conclusively rezoned to 
Office-Laboratory Use under the Westlake Zoning Code by March 31, 
1982, this ARTICLE VI will modify and supplement the WIP-~ordson 
Agreement and the WIP-S&F Agreement as herein provided. In the 
event of any conflict between the provisions of the WIP-Nordson 
and WI~-S&F Agreements and the provisions of this.ARTICLE VI, the 
provisions of this ARTICLE VI shall control • 

If the Development Property is not so rezoned by March 31, 
1982, the PROVISO clause of Paragraph 3(f) in the WIP-Nordson Agree
ment and the PROVISO clause of Paragraph 7 in the WIP-S&F Agreement 
wi.ll be applicable, those Agreements will not be modified by this 
ARTICLE, and this ARTICLE VI will be disregarded • 

6·. 2 · Joint . Closing Date •. 

'(a) It is the intent of the parties that if the Development 
Property is deemed conclusively rezoned to Westlake's Office-· 
Laboratory Use District by March 31, 1982, the Closing Date of 
the WIP'-S&F Agreement and the Closing.Date of the WIP-Nordson Agree
ment will occur at the same time. As soon as the Conditions Prece
dent, described below, have occurred and are capable of occurring, 

\'; 
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the WIP-S&P Agreement and the WIP-Nordson Agreement shall be con-
· sUnmiated simultaneously by the parties through Chicago Title, as 
their respective escrow agent ("JOINT CLOSING DATE"). 

(b) Subject to the occurrence of the Conditions Precedent, 
described below, the JOINT CLOSING DATE will be on whichever of 
the following dates is last to occur, unless this Agreement, the 
WIP-Nordson Agreement or the WIP-S&F Agreement is sooner terminated, 
,or unless S&F or Nordson take title from WIP on May 14, 1982, pur
suant to an express provision therefor in its agreement with WIP: 

" (i) September 15, l98li 

(ii) the twentieth (20th) day after the Development 
Lands are, under the definition of Paragraph 3.2, 
above, deemed to be conclusively rezoned to 
Office-Laboratory Use District as defined in 
Chapter 1218 of the Codified Ordinances of the 
City of Westlakei and 

(iii) satisfaction of both items (a) and (b) in Para
graph 6.3, below. 

6.3 Conditions Precedent. 

In e>rder to carry out the intent described above and effectuate 
the Joint Closing Da.te it is necessary tha.t all of the four follow
ing things ("CONDITIONS PRECEDENT") occur: 

(a) Nordson acquire fee simple title to Nordson's 
Option Propertyi 

(b) S&F acquire fee simple title to the S&F's 
Option Property i ·· 

(c) S&F and WIP consummate the WIP-S&F Agreementi and 

(d) Nordson and WIP consummate the WIP-Nordson Agreement • 

6.4 Special Covenants of Parties.· 

If the Development Property is deemed conclusively rezoned 
.. to Wes.tlake's Office-Laboratory Use District by March 3l:,' 1982, 

(a) 

\ .. 

Nordson covenants unto S&F and WIP that it 
will take all actions reasonably necessary, 
including, in particular, actions for specific 
performance which it will diligently and 
aggressively pursue, to acquire fee simple 
title to Nordson's Option Property in accor
dance with the terms· of the Nordson Options 
no later than December 31, 1982i 

-9-

I 



• 

• 

• 

• 
•. , 
• 

" 

• 

(b) S&F covenants unto Nordson and WIP that it 
will take all actions ··reasonably necessary, 
including, in particular, an action for spe
cific performance which it will diligently 
and aggressively pursue, to acquire fee simple 
title to S&F's Option Property in accordance 
with ~he terms of the S&F Option no later than 
December 31, 1982; and 

/' 
(c) Each party covenants unto each other party that 

6.5 

it will take all actions reasonably necessary, 
including, in particular, an action for specific 
performance which it will diligently and ag
gressively pursue, to cause any party owing it a 
contractual duty under either the WIP-S&F Agreement 
or the. WIP-Nordson Agreereent to carry out such 
Agreement. 

Automatic Termination of all Agreements. 

If any one of the Conditions Precedent listed in Paragraph 6.3 
above i~ not satisfied by December 31, 1982, then the WIP-S&F Agree
ment, the WIP•Nordson Agreement, and this 3-Party Agreem~nt shall 
automatically terminate at midnight on December 31, 1982 ("AUTOMA'l'IC 
TERMINATION DATE"), and upon such termination all parties shall be 
released from all liability to the others • 

6.6 Liability .of Parties. 

If this Agreement anq the WIP-S&F and WIP-Nordson Agreements 
terminate because one of the Conditions Precident does not· occur by 
the Automatic Termination Date, and· if the non-occurrence of the 
Condition Precident is due to the failure or refusal of a party to 
fully and faithfully perform its obligations hereunder, the defaulting 
party wfll be liable for all losses and damages suffered by the non
defaulting party or parties as a result of the termination of these 
Agreements. 

• 6. 7 Non-Liability of Parties. 

• 

• 

• 

If this· Agreement and the WIP-S&F and WIP-Nordson Agreements 
terminate because of one of the Conditions Precedent does not occur 
by the .Automatic Termination Date, if the reason for the non-occurrence 
is due (a) to the failure of the optionor of the S~F Option to comply 
with his obligations under the S&F Option by the Automatic Termination 

.. Date, S&Fbeing ready, willing and able to carry out its obligations 
under such Option and· having complied with its covenants under this 
Agreement, or (b) to the failure of any optionor of the Nordson 
Options to comply with his, her or its obligations under any one of 
the Nordson Options by the Automatic Termination Date, Nordson being 
ready, willing and able to carry out its ooligations under each 
Nordson Option and having complied with its covenants under this 
Agreement, then no party hereto shall have any liability to any other 
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' 

party hereto and no'par,ty hereto will have any claim for damages or 
losses against any other party under this Agreement, under the WIP-· 
Nordson Agreement, or under the,WIP-S&F Agreement • 

WITNESS the due execution by the parties hereto 
as of the 15th day of June, 1981 • 

WEST 

Actual Date of Signing: 

June ~, 1981 • 

NORDSON CO 

Actual Date of Signing: 

June ~' 1981 • 
its;...:_ ___________ _ 

Actual Date of Signing: 

June J..f , 1981 • 
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• ' '!HE S...'"Orl' ' FETZER O:.IPANY 

'• •• Exhibit lo (ii) ,. 

l 
\ 

• 
Modified 1973- Stock ~tion Plan 

(Proposed additions are indicated 

by underlined.) 

1. '!he total nllllber of shares which may te issued and sold under 

• options granted pursuant to this Stock ~ion Plan.shall not exceed 600,000 

shares of the Q:inpany's Cbmna1 Stock without par value, except to the extent of 

lldjustments authorized l:rt the last sentence of Paragraph 5 of this Stock c:pt:ion 

• 

• 
( 

• 

• 

• 

• 

Plan. &.!ch shares may be treasury shares or shares of ori9inal issue or a 

CXX'llbinaticri of the f~in9· 

2. '!he Board of Directors of the Catpany may, fran time to tiJne a.'"ld 

upon such terms and conditions as it may determine, authorize the granting to 

offit.'l!rs (including officers who are ire:ibers of the Board of Directors) and to 

other key enpl~ of the Catpany or any of its subsidiaries of options to buy 
i3 

fran the Co:rpany shares of O:mm:)l'I Stock and may fix the nlr.lber of shares to te 

COYered by each such option. Successive options may be granted to the same 

person whether or not the option or c:ptions first granted to such person remain 

unexercised. '!he Directors may, with the concurrence of the affected optionees, 

cancel any c:ption ~anted under this Stock ~tion Plan ai'ld may authorize the 

granting of a new opticri or options, to buy fran the catpany O::mnori Shares in 

the &Ille nllllber or a different nlA:Jer as provided by the cancelled option. 

3. ~ions granted under this Stock ~tion Plan may be ( i) options 

whicih are intended to QUalify ll'lder particular provisions of the Internal 

~ Cl:Jde, as in effect fran time to time, (ii) options which are not 

intended mo t:O qualify ll'lder the"Internal Revenue Cl:>de, er (iii) cart>inations of 



• .)rm,ted. Ho cpticn lhall be transfer~le by the optionee otherwise than by will 
~·. 

\\ 

r 

or the laws of descent and dis,tributicn. 

4. '!he option price shall not be less than the fair market value of
1
; 

the shares C011ered by the option at the time the option is gra."lted. .'1!1e o;:tion 

price ~all he peyable j.n cash or, in whole or in part in shares of the 

Car.p!ny's ca .101 stock valued at fair rr.arket value. 'l;be Directors may 

authorize, upon such conditions and limitations as they deem ad·;isable, the 

surrender of an option, or any portion thereof, ~ranted under this Stock Option 

Plan, 1'1.lethf!r before or after the modification of this Stock ~tion Plan in 

1977, and the delivery in exchange therefor of: (a) O:l111t0n Shares ha•;in; the 

fair market value en the date of surrender equal to the excess of the fair 

market value at the date of surrender of the shares C011ered by the option, or 
" 

portion thereof, surrendered over the agqregate option price of such shares, (b) 

cash in 11n anDUnt equivalent to. that dete1'?llined under clause (a), or (c) partly 

in cash and partly in Cl:>mnon Shares having a fair market value en the date of 

surrender, in the aggr~ate, eq..ial to the fair market value ai the date of 

surrender of the s.'liares covered by the option, or portion thereof, surrendered 

as the Directors may determine in their discretion. 'lhe Conmen Shares c:overed 

by any option, or portion thereof, surrendered as herein provided s.'liall. not be 
\, 

deemed to have been issued and sold under this Stock ~ion Plan, except, and to 

the extent of, Cbi1111ori Shares issued or delivered in. respect of such surrender. 

· 5. 'lhe Board of Directors may make or provide for such adjustments in 

the option price and in the nlJTlber or kind of shares of the C'o!Tq:lany's Co!m:ln 

Stock or other securities C011ered by outstandin; options as such Board in its 

80le discretion, exerci~ in ~ faith, may determine is equitably required to 

prevent diluticn or enlargement of the rights of optionees that w:>uld otherwise 

result fran (at· any stock dividend, stock split, axnbination of shares, 

11 recapitalizaticn or other change in the capital structure of the Catpany, or (b) 

any 111erger, consolidation, separation, reorganization or partial or o::mplete 



•• 
, 
l 

• 

• 

• 

•.:' 

liquidation, er (c:) any other eorporate transaction or event havin? a."'I effect 

similar to any of the foregoing •.. '!he Board of Directors may also IT'.ake or 

proi\.Pide for such adjustments in the number or kind of sha~~s of the Ccnpany's 
.::; •' 

/' ... 
Ca1tn011 St~ or other securities whic:h may be sold und~r this Stock ~tion Plan 

as S".Jch Board in its sole discretion, exercised in good faith, may determine is 
-.-,i;::? 

a;pptcpriate to reflect lilly event of the type described in clause (a) of the 

. preceding sentence • 

., 6. F.ach Stock ~tion __ ,Agreernent shall contain such other terms a."'ld '' ., 

CXJndi~ions not inconsistent herewith as shall be approved by the Board of 

Direc:tcrs or by t!ie. comnittee .thereof referred to in Paragraph 7 of this Stock 

~tion Plan. s 

7. '1his Stock ~tion Plan shall be administered by the Board of 

e . Directors which may fran time to time delegate ail or any part of its authority 

. under this Stock ~tien Plan to. a ccrnnittee of not less than three Directors 

( appointed by the Board of Directors. '!he majority of t;he corrmittee shall 

• ,Occnstitute a quc>rLJn, and the action of the ~"iers of the COITl'littee. present at 

any meeting· at which a quorLJn is present, or acts unaninously approved in 

writina~ shall be the acts of the a::mnittee. No option shall be granted by the 
' • comnittee to any riiember of the comnittee except to the extent specifically 

" authorized by the Board of Directors • 

• 
Revised - November, 1980 

• 
., .. 

I 
' 
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'l'HE SC01"l' & FETZER· CXJMPA.>qy 

Stock (ption Agreement W'lder the 
Modified 1973 Stock Option Plan 

WHEREAS, (hereinafter called 
the •cptionee") is a key e!lployee of 'lhe Scott & Fetzer O:mpany (hereinafter 
called the "Qxrpany" ) : ancf .. 

~. the execution of' a Stock ~tion k!reement in the form 
·hereof has been duly authorized by a resolutiai of the Board of Directors of the 
Conpany~ or its Q)npensation and Organization Q)nrnittee duly adopted on ----
- and· incorporated herein by reference: 

.· ·1. H:M, 'l'HEREroRE, the Qirrpany hereby grants to the cptionee an option 
_j:o''jlurchase Qxrmon Shares without par value of the carpany ( "Corrtnon 
''Shares• )ilt the prieoe of ($ ) per s.'iare, and 
".ag;-ees to eaust c:ertificates for any Shares acquired in respect of this option 

to be delivered to the cptionee upon receipt of the purchase pric:e in cash,..JX.. 
in whole or in part in Q)ITmon Shares, or surrender of this o_2tioo or any port:lon 
hereof in accordance with and subject to all conditions and limitations 
coht'ai~,in any authorization to the q,tionee by the Board of Directors or its 
eaipenf{atiOrl and Organization ~ittee t? surrender this option, all subject, 
however, to the terms and cond1t1ons hereinafter set forth: 

l. (a) 'lhis option (until terminated as hereinafter provided) 
shall be exercisable only to the extent of one-fourth of the Camion Shares 
bereinal:love specified after the cptionef# .shall have been in the continuous 
enploy of the Conpany and a subsidiary 6r either of !:hem for one full year from 

and to the extent of an additienal one-fourth of such 
""CbiililOi'i"'". """.--"""Sli=""'a-r-es-..1!1""f.,..te""'r~ea~ch of the next three succ:essive years thereafter during 
which the cptionee shall have been in the continuous enploy of the Company and a 
subsidiary or either cif them. For the purposes of this paragraph, leaves of 
absenc:e a,R>I~ed by the Board of Directors of the C::>npany for illness, military 
or governmental service, or other cause, Shall be considered as enployment if 
such leave does not exc:eed 90 days, or, if longer, if the' cptionee's right of 
r~nplciyment by the Cl:lnpany or a subsidiary is guaranteed either by statute or 
by contract. 'lb the extent exercisable, this c.ption may be exercised in whole 
or in part fran. time to time. 

(b) In the event that the cptionee shall have retired under a 
retirement plan of the Q:xipany or a subsidiary, either at normal retirement age 
or •t 111"1 earlier ~e in accordanc:e with such retirement plan, or in the event 
that the tptionee othenllse ceases to be an enployee of the catpany or a 
subsidiary ,}ll~r cir~i:r.~tanc:es which are dl!termined by the Board of Directors 
to be for t:he convenience of the Ccnpany, in either event prior to this option 

'l:leccming exercisabl~ to its full extent, this option shall be exercisable to 
. '• J) 
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such additional extent as the Board of Directors authorizes prior to the time at e which this Option terminates. 
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• 
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2. 'lhis option shall terminate as follows: 

(A) Ch the date upai which the ~ionee ceases to be an 
enployee of the Company or a subsidiary, unless otherwise provided 
in this paragraph 2: 

(B) 'lhree 110nthsr:'after the Optionee ceases to be an enployee 
of the Col!i>any or a subsidiary by reason of retirement under a 
retirement plan of the Q:Jmpany or a subsidiary at or after normal 
retirement age provided for in such retirement plan or retirement 
at an earlier age with the consent of'the Board of Directors: 

(C) At such time after the Optionee ceases to be an e!!ployee 
of Cor.pany or a subsidiary as the Board of Directors shall 
establish but in any event no later than the time prescribed by (E) 
below: 

(D) Nine 110nths after the death of the eptionee if ,tge 
~ionee dies while an e1Tployee of the COnpany or a subsfdiary or 
within the periods referred to in (B) or (C) above: or 

(E) Te."l (10) years fran the date oo which this optioo was 
granted. 

In the event the Optionee shall inte~tionally cxinf.iit an act materially inimical 
to the interest of the Q:inpany or a subsidiary, arx1 the Board of Directors shall 
so find, this option shall terminate at the time of such act, notwithstanding 
any other provisioo of this Agreement. Nothing contained in this option shall 
limit whatever right the Company or subsidiary might otherwise have to terminate 
the enployment of the ~ionee. 

3. Upon a filing pursuant to any federal or state law in 
connecti'en with any tender offer for c:omnon Shares (other than a tender offer by 
the Q:inpany) or upai the signinq of any agreement for the merger or 
consolidatioo of the Q:inpany with another corporatioo or for sale of 
substantially all of the assets of the Q:Jmpany to another Q)rporation, which 
tender offer, merger, consolidatioo or sale if consumnated would, in the opinion 
of the Board of Directors, be likely to result in a change in control of the 
Q:inpany, the ~ionee may, durinq the period beginning oo the third and ending 
on the twelfth business day after a quarterly or annual SUl!lllary statement of 
sales and earnings of the Corrq:>any has been released for publication following 
such filinq or signing, surrender this option and receive cash in an '!llllOUnt 
equal to the excess of the aggregate fair market value at the date of surrender 
of the full nl.lllber of Comron Shares Q)vered by this option at such time, without 
regard to any limited extent to which this optioo otherwise would be 
exercisable, over the agqreqate option price of such Cl:lrrrron Shares: provided, 
however, that in the event that any such t~r offer, merger, consolidatioo or 

a 
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4. '!his option is not transferable by the q>tionee otherwise than 
by will or the laws of descent and distribution, and is exercisable during the 
lifetime of the q>tionee ooly by him or by his guardian or legal 
representative~ 

S. '!his option shall not be exercisable if such exercise woulc1 
involve a violatioo of aey applicable securities law, and the ~any hereby 
agrees to inake reasooable efforts to canply with any applicable securities law. 

6. 'lhe Board of Directors may make or provide for such adjustments 
in the option price and in the nlJ!lber or kind of Comnon Shares or other 
securities covered by outstandin; options as such Board in its sole discretion, 
exercised in good faith, may determine are equitably required to prevent 
dilutioo or enlargement of the rights of the optionee that would otherwise 
result fran (al any stock dividend, stock split, canbination of shares, 
recapitalization or other change in the capital structure of the Company, or. (b) 
any merger, consolidation, separation, reorganization or partial or COl'!Plete 
liquidation, or (c) MIY other corporate transactioo or event havin; an effect 
similar to any of the foregoinq. No adjustment provided for in this paragraph 6 
shall require the Conpany to sell any fractional share. 

EXECUTED at Cleveland, ctiio· this __ day of ___ ,, 1980 • 

THE scarr & FETZER CDMPANY 

By _________ __ 

L · . 'ihe undersigned ~ionee hereby acknowledges receipt of an executed 
, origi!Jal of this Stock q>tion Aqreement • 

q>t1onee 

Revised - November 25, 1980 

,. 
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Stock q>tion Agreement Wider the 
Modified 1973 Stock Option Plan 

11HEREAS, (hereinafter called 
the •c:ptionee•) is a key erployee of 'lhe Scott & Fetzer Q:mpany (hereinafter 
called the •CDrpany" > : and 

WIEREAS, the execution of a Stock <:ption ~reement in the form 
hereof has beerf duly authorized by a resolutioo of the Board of Directors of the 

· <:cnpany or its Cbllpensation and Organization Cl:>nmittee duly adopted oo 
and incorporated herein by reference: -----------

?DJ, 'n!EREFORE, the Cl:lnpany hereby grants to the c:ptionee an option 
to pirchase· . o:mnon Shares without ~. value of the Cl:lnpany ( "Cl:lmnon 
Shares• ) at the price of · ( $ ) per share, and 
agz;eeS to cause certificates for any Shares acquired Ul respect of this option 
to. be delivered to the <:ptionee upon receipt of the purchase price in cash,....cL 

. in whole or· in part in Cl:lmnon Shares, or surrender of thi~t C>Rtioo or any portion 
hereof in aCQC>rdance with and subject to all conditions and limitations 
contained in any authorizatioo to the c:ptionee by the Board of Directors or its 
Calpensatioo and Organizatioo Cl:>nmittee to surrender this option, all subject, 
~r, to the terns and conditions hereinafter set forth: 

1. (a) 'lhis' optioo (until terminated as hereinafter provided) 
shall be exercisable only to the extent of one-fourth of the 0:..11110n Shares 
·hereinabove specified after the <:ptionee shall have been in the oontinuous 
enploy of the Cl:lnpany and a subsidiar:y or either of them for one full year from 

and to the extent of an additional one-fourth ,of such 
"'Q)i=111""u~1""'Slla"' .. =res"".=--=a"'ft"'e""r:-,.""'eac:h of the next three successive years thereafter during 
which the q:>tionee shall have been in the oontinuous erploy of the Cl:lnpany and a 
aubsidiar:y or either of them. For the purposes of this paragraP., leaves·of 
absence ai:proved by the Board of Directors of the Cl:lnpany for illness, military 
,or governmental service, or other causer shall be considered as errployment if 
such leave does nr.it exceed 90 days, or, if longer, if the <:ptiooee's right of 
~rrployment by the /Cl:lnpany or a subsidiar:y is gµaranteed either by statute or 
by contract. 'lb the extent exercisable, this optioo may be exercised in whole 
Or in part fran time to time. . .. ' cl 

·' (b) In the event that the <:ptionee shall have retired Under a 
retirement plan of the Cl:lnpany or a subsidiar:y, either at normal retirement age 
or· at an earlier age in .accordance with such retirement plan, or in the event 
that the c:ptionee otherwise ceases to, be an errployee of the Cl:lnpany or a 
al.lbsidiary lmder cirCIJllStances which. are de.termined by the Board of Directors 
to be for the convenience of the Cl:lnpany, in either event prior to this option 
beoaning exercisable to its full extent, this optioo shall be exercisable to 

. V' 
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• such e:!ditiaial extent as the Board of Directors authorizes prior to the time at 
whic;h this cption tenninates. 

• 

• 

• 

• = 

• 

• 

• 

• 

~ 

'·" !, 

• 

2. 'ltiis option shall terminate as follows: 

(A) QI the date upoo which the ~ionee ceases to be an 
enployee of the O:lnpany or a subsidiary, unless othetwise provided 
in this paragraph 2; 

(B) 'ltiree llDllths after the cptionee ceases to be an enployee 
of the Qinpany or a subsidiary by reasoo of retirement under a 
retirement plan of the O:lnpany or a subsidiary at or after normal 
retirement age provided for in such retirement plan or retirement 
at an earlier age with the oonsent of the Board of Directors; 

(C) At such time after the cptionee ceases to be an eiployee 
of Catpany or a subsidiary as the Board of Directors shall 
establish but in any event m later than the time prescribed by (E) 
below; 

(D) Nine l!Dllths after the death of the ~tionee if the 
cptionee dies while an enployee of the c:arpany or a subsidiary or 
within the periods referred to in (B) or (C) above; or 

(El ~ (10) years fran the date oo which this optioo was 
granted. 

In the event the ~tionee shall intentiooally carmit an act materially inimical 
to the interest of the c:arpany or a subsidiary, and the Board of Directors shall 
so find, this option shall terminate at the time of such act, mtwithstanding 
any other provisioo of this Agreement. Nothing rontained in this optioo shall 
limit whatever right the O:lnpany or subsidiary might othetwise have to terminate 
the enployment of the cptionee. ' 

3. qxin a filing pursuant to any federal or state law in 
c:onnectioo with any tender offer for Ccmnon Shares (other than a tender offer by 
the Catpany) or upoo the signinq of any agreement for the merger or 
consolidatioo of the Olnpany with another corporatioo or for sale of 
subst~tially all of the assets of the O:lnpany to another a:>rporation, which 
tender 'offer, merger, ronsolidatioo or sale if ronsumnated would, in the opinion 
of the Board of Directors, be likely to result in a change in control of the 
Catpany, the cptionee may, during the period begiMing oo the third and ending 
on.the twelfti;i business day after a quarterly or annual Sllmlary statement of 
sales and earnings of the Olnpany has been released for publicatioo following 
such filinq or signing, surrender this option and receive cash in an anount 
equal to the excess of the aggregate fair market value at the date r,f~surrendc.r 
of the full nl.lli:>er of 0Ji111oi1 Shares CX>Vered by this option at suchftime, without 
regard to any limited extent to which this optioo othetwise would "be 
exercisable, over the agqregate option price of such OJirm:>n Shares; provided, 
however, that in the event that any such tender offer, merger, consolidatioo or 

(i 

31l 



• 

t sale shall be abandoned, the Board of Directors or its OJni>ensatioo and 
~anization tamlittee may by notice to the (4>tionee nullify such surrender and 
reinstate this option, but without prejudice to any payment oo such surrender 
that may have occurred prior to such nullification. For purposes hereof, "fair 
market value" means the closing price of a Cbmnon Share on the New York Stock 
Exchange on the date of surrender or, if not a trading day, oo the next 
six:ceeding trading day. 

•'• '!his option is not transferable by the ~tionee otherwise than 
by will or the laws of descent and distribution, and is exercisable during the 
lifetime of the ~tionee ooly by him or by his guardian or legal 
representative. 

s. '!his option shall not be exercisable if such exercise would 
involve a violation of any applicable securities law, and the eonpany hereby 
agrees to make reasonable efforts to conply with any applicable securities law. 

6. '!he Board of Directors may make or pr017ide for such adjustments 
in the option price and in the nl.l!lber or kind of Cbmnon Shares or other 
securities C011ered by outstanding options as such Board in its sole discretion, 
exercised in good faith, may determine are equitably required to prevent 
dilutioo or enlargement of the rights of the optionee that would otherwise 
result fran (a) any stock dividend, stock split, caTbination of shares, 
recapitalization or other change in the capital structure of the catpany, or (b) 
any merger, consolidation, separatioo, reorganization or ;partial or conplete 
liquidation, or (c) any other corporate transactioo or event having an effect 
;similar to any of the foregoing. No adjustment pro1.1ided for in this paragraph 6 
',&hall require the CO!Tpany .to sell any fractional share. 

EXECt1l'm at Cleveland, Cl'lio this __ day of ---·' 1980. 

'mE scorr & FETZER alMPANY 

'!he undersigned ~tionee hereby ackn:lwledges receipt of an executed 
original of this Stock ~tion Al;lreement. 

Revised.- 1'bl7ember 25, 1980 

I;:' 

Ir 
··' 
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Ethib.'t lo (iii) 

EXHlllTA 

THE SCOTT a FE I ZEA COMPANY 

1111 Slock Option Pie" 

l .~ Tbe tocal Dumber of shares which may be 
ilaueU llld sold under options gnntcd pmsuant 
to this Stock Option Pllll shall not exceed 
500,000 shares of tbe Comp111y's Common 
Stock without p1r value, except to the extent of 
lllj•JStmellta alltbori1.ed by tbe lut sentence of 
Puqnph 5 of this Stock Option Pllll. Such 
lbues may be treasury shan:s or shares of orig· 
inal issue or a combinllion of tbe foreaoing. 

2. Tbe Board of Directors of the Compu1y 
may, from time to time llld upon such terms and 
conditions u it may determine, authorize the 
arantina to officers (including officm who are 
members. of the Board of Directors) llld to other 
key employees of tbe Compu1y or any of its 
aublidiaries of opcions to buy from the Com· 
pmiy shares of Common Stock and may fix the 
number of shares to be covete!l by each such 
opcion, provided, however, that the aggn:gate 
fair market value (determined as of tbe time the 
option is gnntcd) ·of the stock fiir which any 
employee may be granted QPlions in any calen· 
dar year which are intended to qualify as 
"lnc:entive Stock Options" under Section 
· 422(A) of tbe. Internal Revenue Code (under all 
plans of the Cclmpany llld its p11ent llld sub
sidiary cocporalions, if any) shall llOI exceed 
$100 .• 000.00 plus any unused limit curyover to 
such year (such unused limit carryover to be 
determined u provide in such Section 422(A)). 
Successlve options may be gnntcd to the same 
person wbctber or not tbe opcion or options first 

II 

" 

A·I 

granted to such person remsin unexercised. The 
Directors may, with the concurrence of the af. 
fectcd optionees, cancel any option granted un
der this Stock Option Plan and may authorize 
the granting of a new option or options, to buy 
from the Compu1y shares of the Compu1y's 
Common Stock in the same number or a differ· 
ent number as provided by the cancelled option • 

3. Options granted under this Stock Option 
Plan may be (i) opcions whic!I are intended to 
qualify under particullll' provisions of the Inter· 
nal Revenue Code, as in effect from time to 
time, (ii) opcions which are llOI intended so to 
qualify under the Internal Revenue Code, or (iii) 
combinations of the foregoing. No option shall 
run for more than ten YClll'S from the date grant· 
ed. No option shall be transferable by the op
tionee otherwise than by will or the laws of 
descent and distribution. 

4. Tbe option price shall not be less than the 
fair market value of the shares covered by the 
opcion al the time the option is granted. The 
opcion price shall be payable in cash or, in 
whole or in pan, in shares of the Compu1y's 
Common Stock valued al fair market value. The 
Directors may authorize, upon such conditions 
llld limitations IS they deem advisable, the 
surrender of an opcion, or any portion thereof, 
gnntcd under this Stock Option Plan and the 
delivery in exchange therefor of: (a) shares of 
the Company's Common Stock having the fair 
market value on the date of surrender equal to 
the excess of the fair market value at the date of 
surrender of the shares covered by the option, or 
portion thereof, surrendered over the aggn:gate 
option price of such shares, (b) cash in an 
amount equivalent to that determined under 
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dllllC (II). or (c) pully in cub IDd pully in 
lllues oflbe Company's Common Stock u 1be 
Directon may determine in dleir discretion. The 
Common Slllles covered by IDY oplioa, or por· 
tion lbaeof, sunendeied IS herein provided 
lball not be deemed to have been issUed IDd sold 
midertbia Stock Opcioo PllD, exc:epc, IDd to 1be 

\\ extent of, sbares of 1be Comp111y'1 Com!Mn 
• )) SCl,lck iuuecl . or delivered in respect of such 

u'1euder. -~· 

·· 5:· Tbe llolld of Directors may make or pro
'Ville for such ldjustments in 1be opcion price IDd 
ill 1be number or kind of sbares of 1be Com· 
puy'a Com._ Stock or ocber securities COY· 

creel by CIUISllDdiq opciona IS such llolld in ils 
lole dllC:tecioa, exacised in aood faith, may 
detamine is equitably required to prevent dilu, 
lion or enllrpment of 1be riahts cf ilplionees 
lbat woulcl olberwise result from (1) IDY stock 
dividend, llDCk split, combinalion of shares, re
capitllizatioll or odler chlDse in tbe capital 
llNCtUre. of lbe Company, or (b) ID)' merger, 
consolidalion, sepuation, reorpnization or par· 
till or complete liquidalion, or (c) IDY other 
c:orparale lnllSICtion or event bavina ID effect 
similar 111 ·uy of 1be foreaoin&. Tbe Boud of 
Directon may also make or provide for such 
ldjustments in die number or kind of sbares of 
1be Company's Common Stock or olber si:curi· 
ties wbicb may be sold under Ibis Stock Opcicn 
PllD u such Boud in its sole disaetion, exer· 
ciled in aoc>d faith, may~· is apprctlri· 
*to reflect 1Dy'evem of 1bC tyile described in 
dllllC (1) of 1be precedina sentenee. 

6. Eich Stock Opcioo Apeement shall con· 
1liD such. other 1mDS IDd conditions not incoll· 

.,. 

sistent berewitb u shall be approved by !be 
Bolld of Directors or by die committee !hereof 
referred to in Paragraph 7 of Ibis Stock Option 
PllD . 

7. 1bis Stock Option Plan shall be adminis
tered by !be Bolrd of Directors which may from 
time to time delea11e ill or my part of its author· 
ity under Ibis Stock Option Pim to a committee 
of not less than tbree Directors appointed by 1be 
Bolrd of~. Tbe majority oftbe commit· 
tee shall constitute a quonun, IDd !be action of 
die members of !be committee present at IDY 
meetina at which a quorwn is present, or IClS 
Ulllllimously approved in writing, shall be !be 
IClS of tbe committee. No opcion shall be grut
ed by 1be committee to IDY member of !be com
mittee except to !be extent specifically autbo
rized by die Bolrd of Directors. 

A.·2 

8. 1bis Stock Option PllD may be amended 
from time to time by 1be Board of Directors, but 
witbout further approval by die shareholders of 
1be Comp111y Ibis Stock Option PllD may not be 
amended to increase 1be aggregate number of 
sbares of 1be Company's Com!MD Stock with
out par valL>e that may be i&sued IDd sold under 
Ibis Stock Option PllD (except that ldjustments 
autbori1.ed by die tut sentence of Paragraph S 
shall not be so limited) or chlnge the design&· 
tion in Paragraph 2 of the class of employees 
elipble to be gruted opcions. 

. . . 
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Exhibit (lO)(iv) 
'!\'le Scott r. Fetzer Q:inpany's 
Incentive Oonpensation Program 

'.ftie Scott r. Fetzer Conpany makes incentive CX>Q1)ensation payments to certain of 
its enployees based on established work performance and actual earnings per 
share results in relation to budgeted objectives. 'Die cm:>unts of such 
0011pe11satioo paymens are discretionary and subject to approval by the 
OO!pensation and Organization Camtittee and the Board of Directors • 
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Ex~ibi t IO (\') 

The Scott & Fetzer Conpany, an Ohio corporation ("Scott & Fetzer" ) , and 

Rali;il Schey <·~~) hereby agree as of August 10, 1979, as follows: 

1. To induce Schey to oontinue to serve as dlief executive officer of 

Scott & Fetzer upon ~xpiratioo of the Enployment Agreement dated as of Septent>er 

1, 1974 between Scott & Fetzer and Schey, sOOtt & Fetzer shall, in the event 

that Sdley's enployment as chief executive officer of Scott & Fetzer is 

terminated by Scott & Fetzer at any time, (a) continue to ~ate Schey at 

his rate of salary then in effect for the balance of the calendM year in which 

his enployment;, is terminated and (b) pay to Schey $100,000 per year in periodic 

installments for eadl of the five calendar years followir¥;! sud! year. 

2. Schey's enployment shall not be deemed to have l:J!!en terminated by 

Scott & Fetzer if he resigns voluntarily, retires, becomes incapacitated 

voluntarily takes another position requiring a substantial p:>rtion of his time, 

or dies. 

3. Schey's i:Sllployment as dlief executive officer of Scott & Fetzer 

shall be deemed to have been terminated by Scott & Fetzer for purposes of 

paragrai:h 1 in the ev~}t that each of the following occurs: (a) any of the 

various. events en~J in paragraph 4~ (bl Schey is the ch~ef executive 

officer of Scott & Fel'ier imnediately pr:ior to the public disclosure of any such 
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event but is not the dlief executive officer of the cont>ined entities or 

e controlling person pronptly after the change in control followinq any such 

event: and (c) Schey leaves the enployment of Scott & Fetzer or the cont>ined 

• 

• 

• 

• 

• 

• 

. " 
• 

• 

· entities within three m:inths after any such event under any circumstance other 

than terminatiat of his enployment by Scott & Fetzer or the cont>ined entities as 

a result of his personal and intentional action which is oontrary to the best 

interests of Scott & Fetzer in a material respect • 

4. In the event of the dlange in. control of Scott & Fetzer or upon the 

fili\n9 pursuant to any federal or state law in connectiat with the signin:J of 
,, 

any agreement for the merqer or oonsolJdation of Scott & Fetzer into or with 

another corporatiat or for the sale of substantially all the assets of Scott & 
\', 

Fetzer to another; corporation, or an aqi;eement whidl provides that Scott & 

Fetzer will become a subsidiary of another corporation, any of which agreements 

that is OOllSlll'llllilted would result in a change of control. of Scott & Fetzer, any 

option held by Schey to purchase oottm:n stock of Scott & Fetzer shall become 

inmediately exercisable n:>twithstanding any other provisions of any such stock 

option agreement, and, at the electiat of Schey, any deferred oonpensation or 
<&> 

other ~nefit payable to him, other than from a qualified pension plan, in the 

future shall beoone inmediately payable • 

5. Any payment or delivery required under this agreement shall be , 

slX>ject to all requirements of the law with regard to withholding, filing, 

making\\(5f reports and the like, and Scott & Fetzer shall use its best efforts to 
" 

satisfy pr:a1ptly all such requi~'llE!nts. 
'• ~-. ~ 

" 
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6 -· h 11~ b"nd' ' •. • .mlS agreement SI a ""' l inq UPOl'I Scott & Fetzer ana its 

successors, by operation of law or otherwise, and shall inure to the benefit of 

sehey, his personal represel'.ltatives and heirs. 

Executed at Cleveland, Cllio, this 10th day of Auqust, 1979. 

THE SCOl'l' & FETZER CilMPANY 

By:/s/ J. B. Bradley 
EXecut1ve vice President 

,, 

By:/s/ Ralfil Schey 
Rali;tl Schey 

\ .J 

Ii ,, 

' __ , 
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DEFERRED COMPENSATION AGREEMENT 

• 
)) THIS AGREEMENT made this~day of 0CJQBc£. , 1979, 

anct'between THE SCOTT' FETZER COY.iPANY,·an Ohio corporation with 

• its principal offices located in Lakewood, Ohio (Vi\',1 "Company") , 

and RALPH SCHEY ("Schey"), 

• 

• 

• 

• 

I r? 

WITNESSETH 

/' 

WHEREAS; the Company is contemporaneously entering into 

an Agreement ("Agreement">. with Schey relating to his employment 
,. 

with the Company, and 

WHEREAS, the Company is also willing to pay Schey deferred 

.compensation on the terms and conditions set forth 
ii 

here1ln: 

! 
NOW, THEREFORE, in consideration of the mutual promises and 

covenants. contained herein, and in the aforesaid Agreement, the parties 

hereto agree a11 .follows: 

1. (a) During the five (5) year period commencing 

September l, 1979 ("Term") the Company shall credit to an account on 

its books on September 1, 1979 and each September 1 thereafter the 

amount of Sixty Five Thousand Dollars ($65,000) so long as Schey 

serves the Company as chief executive officer. 
'·' 

(bl In the event that the employment of Schey by the 

Company is terminated in any year during the Term for any reason 

.-;, 
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t other than death, a voluntary termination of such employment by 

Schey, or termination for cause as provided in the Agreement, the 

.company shall continue to credit to such account on its books the 

t· amount of Sixty Five Thousand Dollars ($65,000) per year during the 

balance of the term. 

• 

• 

• 

" 

(c) However, in the event that in any year during 

the Term the employment of Schey by the Company is voluntarily 

terminated by Schey, or is terminated because of the death of Schey, 

or is terminated for cause as provided in the Agreement, the Company, 
·' 

after any such event, shall make no further credit to such account • 

(d) Any amounts of deferred compensation to be 
,, 

credited. to such account pursuant to this Agreement shall be credited 

by the chief financial officer of the Company to such account to 

reflect the Company's obligation for deferred compensation to Schey. 

Soley for convenience in referring to such account, such account may 

sometimes be referred to in this Agreement as Schey's account. 
J/ 

2. The obligation of the Company tq make payment 

to Schey of the amounts determined pursuant to this Agreement shall 

b,~ unconditional, and Schey's right to .. receive payments of the amount 

determined pursuant to this Agreement shall be unconditional. 
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3. (a) An investment advisor to the Company shall 

be selected by mutual agreement between the Board of Directors 

or .the Compensation and Organization Committee and Schey 
., 

(•Investment Advisor•) who may be changed by similar mutual 

agreement at any time and from time to time. The chief 

financial officer of the Company shall treat Schey's account 

as having been invested in such manner and in such securities 

(including, ~ithout limiting the generality of the foregoing, 

any securities of the Company) as shall be designated from 
" time to time by the Investment Advi~or~ The Company may but 

shall not be obligated to purchase the securities so designated 

for its own account • 

(b) Upon any such designation, the chief 
/"~ ({ 

~~nancial officer shall credit the securities so designated 
i) 

to such account and shall make the corresponding charge against 

cash in such account. Except as hereinafter provided, such 

securities so designated shall not be treated as having been 

eliminated from such account without the approval of such 

Investment Advisor • 

0 
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Whenever the Investment Advisor shall decide 

that all or any part of such securities shall be eliminated 

from the account and the net proceeds kept in cash or in 

other designated securities, such Investment Advisor shall so 

recommend in writing to the chief financial officer of the 

Company a.nd the chief financial officer of the Company, on 

behalf of the Company shall follow such reconunendations of 

such'Investment Advisor. Upon any such elimination of such 

securit.ies, appropriate adjustment shall be made by the chief 

financial officer in the account to reflect the gain or loss 

from such elimination. 

4 

4. (a) · The Company shall credit such account with an 
(~\ 

amount equal to the dividends, interest, income, securities, ,, 
obligations, or other property, if any, received bY the company 

in respect of the cash or securities credited to such account or 
!~) 

which would have been received by'the Company if the designated 

securities had actually been purchased. 

(b) As of the end of each year the chief financial 

officer shall credit such account with interest at the rate per 

annum described herein, on the net amount remaining uninvested, if 

any, credited at any time during such year to such account, for th~ 

appropriate period during such year in which such net amount 

remained so credited. Such rate of interest per annum for any time 
·.;, 
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11 •hall be equal to prime·rate of interest per annum charged by The 
'I 

National City Bank of Cleveland (of Cleveland, Ohio), or its successors, 

e for new loans made at such time. 

• 
s. The chief financial officershall keep a detailed 

record of such account and promptly after the end of each year shall 

deliver to. Schey a written statement showing the cash and securities 

credited to such account at the end of the year and the changes in 

•uch account during such year. 

6. The chief financial officer shall from time to time 
" eliminate from the account a sufficient amount of securities credited 

e to the account so that there remains cash credit in the account 

auf f icient to equal payments of deferred compensation to be made 

under thi• Agreement. The chief financial officer of the Company 

e shall follow the recommendations of the Investment Advisor as to the 

securities to be eliminated unless the Investment Advisor after being 

notified at least 5 days prior to the proposed elimination has made 

e " no recommendations. 

• 

• 

• 

7~ Payments shall be made to Schey pursuant to this 

Agreement at the times and in the manner described in this Paragraph 

7. Such payments shall be made in annual installments, over a 
" 

period of not fewer than five (5) years and not more than twenty (20) 

years, as may be det.ermined by and i.n the sole discretion of the 

Board or the Compensation and Organization Collllllittee. Each such 

annual payment shall be approximately that amount which bears the 

'same ratio to the fair market value (at the time of distribution) of 

(j 

" 



• 
the cash and securities remaining credited to such account as (i) 

one bears to (ii) the number of annual installments remaining to be 

e made, including the installment then to be made. Each such annual 

installment to be made subsequent to the first such install111ent shall 

be made approximately one year after the payment of the prior 

e installment. From time to time the Board or Compensation and 

Organization Committee may, at its sole discretion, change the 

period for payments previously selected pursuant to this Paragraph 

e 7 to any other period of not fewer than five (5) years and not more 

than twenty (20) years beginning with (a) the date on which Schey 

shall. have ceased to be an employee of the Company and/or subsidiary 

e of the Company, or if later, (bl the sixty-fifth (65th) birthday 

• 
of Schey. 

8. (a) All payments of deferred compensation to be made 

under this ~greement shall be made in cash. 

(b) The chief financial officer shall make the first 

e payment at such time as the Board or Compensation and Organization 

Committee, as the case may be in its sole discretion, may select, 

(i) within a period of one year after the day on which Schey shall 

e have ceased to be an employee of the Company and/or a subsidiary of 

the Company, .or, if later, (ii) the sixty-fifth (65th) birthday of 

Schey • 

• 

• 

• 

(c) Appropriate adjustments shall be made to such 

'account by the chief financial officer to reflect all changes in 

such account, including, ~ithout limitation, the. payments made under 

,, 



• 

• 

• 

• 

• 

• 

• 

• 
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• 

• 
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Paragrap'1 7 •nd charges pursuant to Pai;-agraphs 3 and 4 of this 

" AgreeHnt • 

. -. 
~'\ -

p-= 

(d) 

aubj•ct to a 

All payments under this Agreement fhall be 

Pension Adjustment determined as follows: 

(i) upon the commencement of payment's tQ Schey or his 

deaignee the Schey account shall be reduced by the amount 

previously paid to or for the benefit of Schey under The Scott ' 

ret:ser,Penlfion Plan and thereafter at the time of each payment to 
/// 

Schey under thia Agreement, auch payment shall be reduced by liny 

additional Pension Plan payment which has not already been utled to 

reduce Schey'• account or previous payments under this Agreement 1 

:<(ii) at the time of each payment, the chief 

financial officer shall reduce Schey'• account by the amount of 

the Pension Adjustment as well as the actual payments made to Schey 

or hi• deaignee1 

(iii) each year after a payment has been made to 

Schey or hia deaignee, the chief financial officer of the 

Company shall compute the actuarial value of Sch~y•a pension 

benefits. such actuarial value shall be computed on the basis 

of the life expectancy, inter•at aaaumptions and other factors 

currently being uaed by the Pension Tr~•t. If at any time such 
·'. 

actuarial value exceeds the amount credited to Schey'• account 

(including invest•enta at current fair aarket value) then no 

further payments shall be aade to.Schey or his designee and the 

account shall be closed • 

t. (a) In the event of Schey•a death before the commence

.. nt or ''011pletion of the payments of deferred compensation 
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to be made pursuant to this Agreement, subject to the Pension 

"' Adjustment, the unpaid amounts shall be paid in installments and 

in the manner as above .indicated (or, in the discretion of the 

Board or Compensation and Organization Committee, on an accelerated 

basis), to the person or persons designated in a written beneficiary 

designation signed by Schey, and in the share or·'shares therein 

designated, and filecl with,, the chief financial officer of the 

Company prior to the death of Schey. 

(b) ltn.y such beneficiary designation may be revoked 
" or modified by Schey a~ any time and from time to time by a new 

t " beneficiary designation signed by Schey (or by a written and signed 

" 

" revocation signed ~y Schey) and filed.with the chief financial 

officer of the Company. 

(c) In the event and to the extent there is no such 

benefic~ry designation in effect at Schey's death, such amounts 
c, 

shall be so paid to Schey's estate for dist;ibution as a part 

thereof, or to the person or persons to whom the right to receive 

such araounta is distributed by the estate. 

(d) Any determination made in good faith by the 

Board of Directors of the Compensation and Organization CoDU'llittee 

of th' person or persons to whom any such payments are to be made. 
' t uncler this Agreement, and the share of each such person, shnll be 

final and conclusive upon all persons. 

\\ 
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• 
10. Solely for the convenience of description in this 

Agreement, and in describing the cash and securities attributable 

I to the investment or reinvestment of the amounts credited to 

Schey'• account, the amount of such cash, and the amount and kind 

of such securities shall be reflected in such account and may be 

t respJictively referred to in this Agreement as cash and securities 

• 
•credited• to such account, or as assets "credited" to such 

account. Howe·ver, the purpose of this Agreement is simply to 
(1 
measure· the amount of deferred compensation to be paid to Schey 

and to describe an unsecured contractual promise by the Company 

to make the payments set forth in this Agreement and not to 

t create any obligation to purchase the designated securities nor 

create any trust for the benefit of Schey, including, without 
={? . .,, 

limitation, any person described in" Paragraph 9 of this Agreement, 

I and neither Schey nor any other person, including, without limitation, 

any person referred to in Paragraph 9, shall have any right, title 

or interest of any kind in any such cash, stock or other securities 

t of the Company or any other securities. 

• 

• 

• 

• 

11~ For purposes of this Agreement: 

(a) •Board" shall mean the Board of Directors of 

the c;ompanyi 

(b) •compensation and Organiz"tfun Committee" 

shall mean the Compensation and Organization Committee 

of the Board of Directors; 

' 

/! 
I 
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• 

• 

• 

• 

.. . ..... . . . ' 

(c) •subsidiary• shall mean any corporation, 

part or all of the stock of which is owned by the 

Company and which is treated by the Board or the 

Cqmpensation and Organization Committee as a 

aubai'iH,ary for purposes of this Agreement. The 

terml~a~sidiary• shall also include a subsidiary 

of a subsidiary; and 

(d) •Chief financial officer" shall mean 

the chief financial officer of the Company • 

10 

12. In the event of the liquidation of the Company or 

385A 

the sale of aubatantially all its assets or its merger or co~solidation, 

\.'' the Board or the Compensation and Organization Committee may make any 

• 

• 

~ alterations in these provisions for holding, handling and distributing 

the amounts credited to such account which are appropriate and 

equitable un.der all the circumstances and which are consistent with. 

the apiri~ an~~purposes of these provisions. 

13. (a) The chief financial officer shall determine the 

amount of the various adjustments, changes, credits or charges to be 

made under this Agreement to such account, including, without 

9 limiting the generality of the foregoing, the following: 

(i) The amount 'of the interest to. be 

credited to such 'account under Paragraph 4(c) of this 

• Agreement; 

(ii) the amoµnt of the proceeds and 

• the net gain or~ loss resulting from,· any s~le of securities 
c 

• 



. •· 

credited to such acco\lnt~ 
~ 

(iii) the amount of any Pension 

Adjustment. 

11 

14. Neither Schey nor any other person, including any 

death beneficiary, described in Paragraph 9 hereof, shall have 

any right to make any assignment of any rights under this 

Agreement. Any attempt to make such assignment shall be null, 

void and of no effect. 
' 

IN WITNESS WHEREOF, the parties hereto have executed 

this. Agreement at Lakewood, Ohio, on the day and year first 

above written, but to be effective as. of September 1, 1979. 

-""-L. 
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IN REOOGNITIO. OF: 

a) 'lbe valued contribution that John Bebbingtoo (hereinafter called 
the •Executive &lployee") has lllllde duri!VJ the eight (8) years of his enployment 
with 'lbe Scott ' Fetzer Qinpany (hereinafter called the "Conpany"): 

.. b) 'lbe significant role that the Executive &!ployee plays in 
developing mid inplementing strategic plllllB for the Qinpany: 

c) 'Die considerable benefit to the carpany. of the continuatim of the 
Bxecutive &rployee's enployment with the <mpany: 

• d) 'lbe potential conflict between corporate interests and the 
" Executive &lployee's peracnal.. interests and the possible desire by the Executive 

&lllloyee to obtain other enpli:>yment in the event that an acquisitim or merger 
of the CXl!pany reaulti!VJ in a changed role of the Executive Employee within. the 
Q)aplrar 8hould l(lpHr likely: and 

• 

• ,, 

e) 'lbe likelihood that in an acquisition or nerger a higher valuation 
110Uld be placed ~ the carpany as ccq>ared to its stodt market price and that 
euc:h higher valuation would be an aclmowledgement of the contributions and 
benefits that the Executive &lployee has provided to the carpany through his 
effective lllnllg8llent, 

the Qmpany mid the Execut.ive &!ployee have entered into this agreement 

1) 'lb induce the Executive &iployee to oootinue his enployment with 
the. Q:inpany notwithstandilVJ the possibility of an acquisition or nerger of the 
Oclll>lnYJ 

• 2) 'lb induce the Executive &q;>loyee to exercise his best judgment m 

• 

• 

• 

• 

behalf of the carpany in the event of a potential acquisitim or lll!!rger f and 

.. 3) 'lb a:mpensate the Executive &lployee for his contribution to the 
added value shareholders·would receive as a result of the increased valuation 
placed ~·the <:l::mpany in an acquisition or nerger • 

tllN, '111EREPOJE, the Executive &!ployee shall have the right to receive 
fr:t..< the Q:inpany, and the Qinpany shall have the obligation to pay to the 
Executive &lployee, subject to the terms and cxn:titions. contained in this 
ag1ement, the increase in value, if Ml.Yr of 50,000 Q:ima1 Shares of the 

.. 
-''.• 

'I 
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Olnpeny • measured m a per llhare basis by the difference be~ the price per 
share of $23.375 and the value per share received by or accruing to the benefit 
of sh..~ldera of the Ca!pany pursuant to Ml'J tender offer for D:A111u1 Shares of 
the Q:mpany (other than la tender offer by the c:atpany) or the merger or 
ccnaolidatim of the Ca!pany with another corporatim or the sale of 
llUbatantially all of the assets of the CCl!pany to cnother cmpotatim, ..tiic:h 
tender offer, ,merger, ccnsolidatim or sale, in the opinim of the Boatd of 
Directors, as' evidanced by a resolutiai at a meeting thereof, results in a 
change of ccntml. of tlie Q:mpany. For purposes of this agreement, •acquisition 
or mrger• of the Qxrpany shall include thl.! acquisitiai of ownership of non. 
than 50t of the. issued am oiltstanding eaflncn Shares of the,, carpany, whether by 
tender offer, merger, a:lllSOlidatim, sale or otherwise. lhiess otherwise agreed 
by the D:Arpany arJd the Executive &iployee in writing, the Executive &iployee 
shall be paid in cash in the mnount he is entitled to receive under this 
agreement inmediately l4Xl'I the ccnBl.lllllatiai of the acquisiticn or merger of the 
Ccnpany. 

'l'his agreement and the rights and obligations established hereunder 
shall 'terminate l4Xl'I the firSt occurrence of arry of the following:'· 

(a) 'l'hirty days after the enployment of the E!cecutive &iployee with 
the Ca!pany ~rminates l4Xl'I the voluntary resignatim of the Executive 
&!ployee: 

(b) One year affer the enployment of the Executive &iplo:tf.>e with the 
Ccnpany terminates at the request er directim of the CCl!pany; 

(c) One .year after the Executive atq:>loyee reaches the ll9E! of 65; 

(d) One year after the death of the Executive &iployee; or 

(e) Nc:M!niler 27, 1989, at 9:00 a.m., F.astern Standard Time • 

In the event that the Executive &iployee shall intentiaially CC11111it an act 
materially inimiczil:ito the interest of the Ca!pany or a subsidiary, and the 
Board of Directors prior to arrt acquisitiai or merger of the oaipany to mich 
this agreement relates shall ao find,, this agreement and the rights and 
obligations established hereuriaer shall termin~.t:e ~ the time of sud! act, 
notwithstanding any other provisiai··of this agreement. 

0 

Nothing in this agreement Shall be construed to: 

(a) Give the Executive &rployee IJ/llY rights Vlatsoever with 1-espect to 
<>::I.~ Shares of. the Cllnpany; 

\~ 

(b),. LiJnit in my way the. right of the Ccnpany to terminate the 
Executive &i'ployee's enployment with the Corpany at arrt time; or 

,, 

= :u 
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(c) Be evidence of Vrf agreement or understanding, express er inplied, 
that the Qinpany will E11Ploy the Executive &!ployee in my particular position 
or at any particular rate of retllllleratioo. 

In the event of my stock dividend, stock split, oont>ination of shares, 
ncapitalizatioo er other change in the capital structure of the Qinpany, 
appropriate adjustment shall be made in, the l'U'lt>l!r of Cht11a1 Shares referred to 
above in order to prevent dilutioo er efilargement of the rights of the Executive 
Enployee and obligatioos of the Qinpany imder this agreement. 

0 EXE01l'ED at Cleveland, atio January 18, 1980 as of !i:>ventler 27, 1979. 

'DIE SCX7l'T ' FETZER CDIPANY' 
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• 
0 a) '1'he valued oontribution that J. F. Bradley (hereinafter called the 

•Bxecutive Bnployfle•) has made during the seven (7) years of his enployment with 
~ '1'he Scott ' Fet.er o::inpany (hereinafter called the •o::inpanyw): 

• 

• 

• 

b) '1'he significaht role that the Executive Bnployee plays in 
developing and inplementing strategic plans for the CClrpany: 

c) '1'he ccnsiderlilble benefit to the O:lipany of the continuatiai of the 
Executive Bnployee's e1111~t with the CClrpany: 

d) '1'he potential conflict between COt'porate interests and the 
~ Executive &lployee's personal interests l!lld the possible desire by the Executive 
'' &lployee to obtain other etiployment in the event that an acquisitiai er merger 

of the CXllPU'Y resulting in a changed tole ()f the Executive fllployee within~the 
CDpny should appear likely: and 

" ''e) 'lbe ,likelihood that in an acquisition er merger a higher valuation 
wuld be placed upen the O:lipany • caipared to its stock market price and that 
auc:h \higher valuation 1«>11ld be an acknowledgement of the contributions and 
benefits that the Executive &rployee has provided to the catpany through his 
effectiw lllll\agelllellt, 

the Oxlpany and the Executive Bnployee have entered into this agteement 

l) ~ induce the Executive &rployee to continue his enployment with 
the ·Olnpany mtwithstanding the possibility of an acquisition er merger of the 

• CDipany: 

• 

• 

• ,, 

2) ~ induce the Executive &lployee to exercise his best judgment ai 
behalf of the~ in the eilent of a potential acquisitiai er merger: and 

3) . ~ c:arp:!nsate the Executive. &rployee ~'his contribution to the 
added value .shareholders would receive as a result of the increased valuatiai 
placed ,~ the o:.tpany in an acquisitiai er merger. 

J«:M, ntEREFORE, the Executive fllployee shall havi! the right to receive 
fran the CClrpany, and the <::arpany shall have the cbligation to pay to the 
Executive Bnployee, subject to the terns and conditions contained in this 
11g1:eeuent, the increase in value, if any, of so,ooo ca111u1 Shares 'of the 

\) 

•). ,, 

' \ 
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0 .... y • lllHSUAd en a per llhue basis by the difference between the price per 
8lme of $23»375 and the value per lhare mceived by or accruing to the benefit 
of_ llhanholden of the Ocnpany pursuant to any tender offer for CD111a1 Shares of 
the n1Wl1Y (other than a tender offer by the Clilpany) or the •rger or 
CXllWC>l.idaticn of the °'*i*IY with mother corporaticn or the sale of 
8Ubstiintially all of the assets of the Clilpany to mother cocporaticn, llhic:h 

. terder offer, mei:ger, CCll80lid_aticn or sale, in the opinicn of the Board of 
Dlrect.ota, • evidenced by a resoluticn at a .eting thereof, cesults in a 
chlnge of ccntml of the Qinpany. l'Cr pu?p)lleS of this agreement, •acquisition 
or •iger• of the Ocnpany lhall include the acquisiticn of ownership of nDi'e 
than SO\ of the iuued and outstanding CD111a1 Sharee of the <:arpany, whether by 
t:mlder offer, •rger, coneolidaticn, sale or otherwise. thless otherwise agreed 
by the Cliiplily and. the Executive Dlployee in writing, the Executive &iployee 
llhall be paid in Cllllh in the lm\llmt he is entitled to mceive l.ftler this 
119csmu1t: imnediately upcn the conamnaticn of the acquisiticn or mecger of the 
01my. . ... ,_ 

'l!lia 8gt\lennt and the rights and obligations established heteunder 
llhall terlninlite upcn the, first occ:urtenoe of any of the following: 

1:1 

(a) 'lbirty days after the'enployment of the Executive Dlployee, .wit.'l 
the Q:lnparly teminatea upcn the voluntaey resignaticn of the Executive 
l'illployee: 

(b) · Qle year after the mployment of the Executive Dlployee with the 
Qlnplny teminatea at the cequest or directicn of the Q:mpany: . . 

(c) Qle year after the Executive Blployee teaches the age of 65: 

(d) aie year after ~· death of the Executive &iployee: or 

(e) Noll.entler 27, 1989, at 9:00 a.m., ~tem Standard Time. 
~) 

In the event that the Executive &iployee shall intentionally cannit an act 
lllllterially i!'limical to the ~tecest of the C>Jnpany or a subsidiary, and the 
Board 0,f Diteetors prior to any acquisiticn or mecger of the caipany to which 
this ag1ee1ent telates shall so find, this agreement and the rights and 
obligations established hereunder shall terminate at the tine of such act, 
notwithata."lding any other provisim of this ag1eenent. 

Nothing in this agreement shall be construed to: 

(a) Give the Executive Dlployee any rights llhatsoever with cespect to 
Q: m · Shares of the Q:mpany: 

(b) Limit in lriy wy the right of the Q:mpany to teminate the 
Executive Enployee's enployment with the Ocnpany at any time: or 

' " 
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(c) Be widence of 8fr:J agceement er understanding, express er ilrplied, 
that the CklftllanY will enploy the Executive &tployee in my particular position 
er at my pertimlm: rate of cemneraticn. 

in the 91191lt of .-q atoclc dividend, atoclc split, aint>inaticn of abates, 
19C1Pitali:aaticn er other dlange in the capital sttuctute of the <Drpany, 
4JPL0PCiate adjuabiiiht=llhall be made in the l'llltler of Q:imaa Shates cefen:ed to 
alXMt in OEder to pmvent diluticn er enlargement of the rights of the Executive 
lllployee llld obliC)Aticns of the <Drpany Wider this agi:eeme11t. 

IXlll1l'l!D at Cleveland, Claio Januuy 18, 1980 • of Noventler 27, 1979. 

'DIE SCX7l"l' i FETZER ·CXJtPANY 

(! 
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CONTINGENT COMPENSATION AGREEMENT 

IN UCOGNI'l'IoN OF 1 

a) 'l'he valued" contribution that J. F. Bradley 
(hereinafter called the •zxecutive ZmPioyee 1

) has macSe during 
th• 9 years of hia uiployment with The Scott • Fetzer 
(:olll9any (hereinafter ~allecS th• •company•>• 

b) 'l'he ai9nificant role that the Executive Employee 
plays in developi~g and implementing strategic plans for 
the Company1 

, c) 'l'he considerable benefi,t toe the Cclllpany of th• 
continuation of. the Execut~v• ZaPloye•'• employment with 
the Colllpany1 · 

d) The potential conflict between corporate interests 
1Rland the Executive Employee' a personal interests ancS the 

poaaible desire by the Executive Employee to obtain other 
employment in the event that an acquisition or merger of 
the Company reaul ting in a changecS role of the Executive 

. Eznployee vi thin the Company should appear likely: and '' ,, 

" •> The likelihood that in an acquisition or merger a 
higher valuation would be placed upon the Conpany as 
compared to it• stock market price and that such higher 
valuation woulc! ,be" an acknowlec!gment of. the contributions 

,. and ))enefit~ that. the Executive Employee hac provided to 
the comp.,ny through hi• effective aanagement, 

th• Company and the Executive Ea!Ployee-have entered into this 
agreement · 

l) To induce the Executive Employee to continue his 
employment with the CoJDPany notwithstanding the possibility 
of an acquisition or .. rger of.the Company: 

,, 2) To induce the Executive Employee .to exercise his 
beat judgment on.-behalf of the COmpany in the event of a 
potential acquisition or. Mrger1 and 

3) To compensate the Executive Employee for hi• 
contribution to the added value ahareholdera would receive 
aa a result.of the increased valuation place4 upon the 
Company in ~n acquisition or .. rger • 

,, 0 
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llOlf, 'IBDEPORE, the Executive Employee shall have the 
ri9ht to receive frClll the Company, and the Company shall have the 
obligation to pay to the Executive'Employee, subject to the terms 

·and conditions contained in this avreement, the increase in value, 
if any, of 25,000 Connon Shares of the Company as •a•ured on a 
per.share bis1:s by the difference between the price per share of 
$27.00 and the Yalue per share received by or accruing to the 
binefl£ of .abareholder•of the Company pursuant to any tender 
-offer for Cc ron Shares of the Company (other than a tender offer 
by the.· CollpaDy) . or the urger or consolidation of the Company 
with another corporation or the sale of substantially all of the 
••.S."lt~ ,,i' ":he COllln""\V to anot.'-.. '!:' eonio::!ltion. w~leh tender offer, 
Mr9er, ccmao.U.4a~ion·:or sale, in the ·opinion of the Board of 
Directors, as evi4ancedby a resolution at a ••ting thereof, 
result• in a cha.iv• of control of the Company. ror purposes of 
this agre .. nt, •acquisition or •rger• of the Company shall 
include th•.•cquisition of ownership of .,re than so• of the 
issued and oustanding Cc 1 -on, Shares of the Company, whether 
by tender offer, Mrger, consolidation, sale or otherwise. Unless 
Otherwise agreed by the Company/and the lt1Cecutive Employee in 
writing, the Executive Employee shall. be paid in cash in the 
amount he.is.eDtitlecS to receive under this ·agreement immediately 
upon the cons~tion of the acquisition or merger of the Company. ~ 

a This agreement and the rights and obligations established 
hereunder shall terminate upon the first occurrence of any of the 
following: " 

(a)·Thirty days after the employment of the Executive 
Emplo1•• with the Company terminates upon the voluntary 
resignation of the Executive Employee; 

· (b) One year after the employment of the Executive 
Employee wi·th the Company terminate• at the request or 
direction of the CC1111Pany 1 -· 

(c) One year after the Executive Employee reaches the 
age of ,s, 

(d) One year after the death of the Executive Employee: or 

(•) March 24, 199!.J at 9:00 AJoJ., , Eastern Standard Time. 

ln th• event that th• Executive. Employee. shall intentionally commit 
an act aaterially inimical to the interest of the Company or 
~ subsidiary, and the Board of Directors prior to any acquisition or 
•.~ger of the Company to which this agreement relates shall so 
find, this agreement and the right• and obligations established 
hereunder shall terminate at the time of such act, notwithstanding 
any other provision of this avreement. 

. . 
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•ot..,ing in thi• •greement •hell be construed to: 
. . 

(a) Give the Executive Employee any rights whatsoever with 
respect to Common Share• of the Company 1 .• • · 

(b) Liait in any way the right of the Company to 
terllinate the Executive Employee'• employaent with the Company 
at any tU.ei or 

.,.I' 
(c) Be eviderace of any a!Jreiment or understanding, 

express or iln~lied. that the CoJn?any will employ the Executive 
Employee in any p•rticular position or at any particular 
rate of remuneration. 

In the e\•ent of any stock dividend, stock 'split, 
combination of alQrea, recapitalization or other change in the 
c•pital atructur• of the Company, appropriate adjustment shall 
be ude .in the nWllber of Common Shares referred to above in 
order to prevent dilution or enlargement of the rights of the 
Executive Employee · •nd obligations of the Company under this 
•greement • 

EXECUTED at Cleveland, Ohio May 27 ,· :198'.l..as of 
March 24, 1981. 

'J:'HE SCOTT 6 FETZER COM!iANY 

0 

0 

0 
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CONTINCEN'l'.COMP!NSATION AGREEMENT 

IN IECOCNITION Ol'1 

a) The •alued contribution that it. x. ltier 
(hereinafter called th• •sxecutive 1:11Pioyee•) has .. de during 
tha. 4 years of hi• employment with The Scott • Fetzer 
co.q:,any (hereinafter called th• •company•), 

b), Tb• si9nificant role that the Executive Employee 
play• in developing and illplaentin9 '!trate9ic plar.a for 
th• Co:.e;iany, 

c,) ..• The conaiderttbl• benefit to the Cmpany of the 
~~bation of the sxecuti•• Employee'• employment with 
the c:oap.ny, 

d) The potential conflict between corporate interests 
and the ZXecutive Employee•• personal interest• and the 
posaible deaire by th• Executive Employee to obtain other 
employment in the event that an ac;uiaitien or .. r9er of 
the Company reaultin9 in a changed role of. the Executive 
Employee witJlin the CClllpany should appaar likelyr and 

•> The likelihood that in an ac;ui•ition or aer9er a 
bi9her valuation would be placed upon th• Company as 
compared to it• •tock .. rket price and that such bi9her 
valuation would be an acknowlel!1J1119nt of the contri~utions 
an!! benefit• that th• &xecutive·Employee ha: provided to 
the Company through bi• affective .. na9ement, 

th• CO!lpany and th• lbcecutiv• Smployee-bave entered into this 
avre ... nt 

" 

1) '1'o induce th• Executive Employee to continue his 
employment with the Company notwithatandin9 the poaaibility 
of an acquiaition or .. r9er of.the Companyr 

2) 'l'oinduce the Sxecutive Employee to exercise his 
best ;tudgment on behalf of the Company in the event of a 
po.~ential acquis.f,tion or Mr9ers and 

J) '1'o ccapenaate the lbcecutive .. ployee for bis 
contribution to the added value shareholders would receive 
••''a result Of tbt "incraaaed valuation placed upon the 
Company in an acquisition or Mr9er. 

·- :.; 

388 

[ 



•• 

• 

• 

• 

• 

• 

• 

• 

• 

2 . . 

' •ow, 'l'lll!Jt!F()ltE, the Executive Employee •hall have the 
ri9ht to receive frca the Company, and the company •hall have the 
obliga~ion t:o sa-y to th• Executive'Employee, •ubject to the terms 

·and condition• contained in thi• agreement, th• incr•••• in value, 
" if any, of 25,000 COllllOn Share• of th• Company a• •a•ured on a 

per ahare baal• DY th• difference between the price per •hare of 
S 27.00 and th• Yalu• per ahare received by or accruing to the 
ll"inerit of •hareboldera of the Company pur•uant to any tender 
:offer for Common Shar•• of th• Company (other than a tender off er 
by the.' Company) or tha •rver or concoli4ation of th• Company 
with another corporation or the aale of •ub•tantially all. of the 
"••"tot ,,., 'th• Ccllnn""'IV t:o annt . ..._'!: i:or1X!~!ltion. "~~.eh tender offer, 
.. rger,con•o.i.ida-cion·or aale, in the.opinion of the Board of 
Director•, a• evi4enced by a re•olution at a ••ting thereof, 
re•ult• in a change of control of the Company. For purpo•es of 
thi• agreement, •acquiaition or .. rger• of the company ahall 
include the acqui•ition. of ovnerahip of more than so• of the 
i•aued and ou•tend.ing C on Shares of the Company, whether 
by tender offer1 ... rger, conaoli4ation, •ale or otherwi••· ~nless 
o~h•zvi•• agreed .by the Company and·the Executive Smployee in 
writing,. the. Executive llDployee"•h•ll be pai4 in cash in the 
amdunt he .is .. entitled to receive under thi• agreement immediately 
upon theconaUlliiat:\on of the acqui•ition or •rger of the Company. 

Thi• agreement and the right• and obligation• ••tablished 
hereunder shall terainate upon the fi~at occurrence of any of the 
following: · 

= 

(&)"Thirty day• after th• •ployment of the Executive 
Emplo:.:r••V'~th the Company terminate• upon the voluntary 
r••ignation of the Executi:~a Employee; 

(b) One year after the Caployaent of the Executive 
Employee with the company terminate• at the reque•t or 
direction of the CC1mpany1 -

(c) One year after the Executive·•:!llployee reaches the 
age of 651 

(d) One year after the death of the Executive Employee 1 or 

(•) Mlrch 24, 19!11, at 9:00 A.)l.,, lla•t•rn Standard Time. ··-
ln the event that the Executive llDployee ahall intentionally commit 
an act aaterially iniaical to the int•reat of th• Company or 
a •ub•idiary, and the llO&r4 of Director• prior to any acqui•ition or 
..rger of the CGlapany to which thi• agr•••nt relat•• ahall •o 
find, thi• agre ... nt and th& right• and obligation• ••tabli•hed 
ber•under shall terminate at th• time of •uch act, notvith•tanding 
any other proviaion of thi• agreemen~ • 

... . ·•. . ·-· .. •.·· .... . " . ··- - ........ . . ... ----·· . -----
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•othinl in thi• agreement •hall be construed to: 

(a) Give the Executive Employee any rights whatsoev~r with 
respect to Common Shares of the Company: . · 

(b) Liait in any way the ri9ht of the Company to 
terminate th• Executive Employee'• employment with the Company 
at any tiae: or 

(c) Be evidence of any agreement or understanding, 
express or im~lied. that the Company will employ the Executive 

·!Employee in any particular position or at any particular 
rate.of remuneration. 

.. In the t1vent of any stock dividend, •tock split, 
combination of shares, recapitalization or other chan9e in the 
capital ~tructure of the Company, appropriate adjustment shall 
be •d• in the number of Common Shares referred.to above in 
order to prevent dilution or enlar9ement of the rights of the 
Executive Employee and obligations of the Company under this 

"agreement • 

EXECUTED at, Clev•land, Ohio May 21; ,198'.J,_as of 
March 24; 1981. 

THE SCOTT ' FETZER COMPANY 

(• 
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CONTINGENT COMPENSATION AGREEMENT 

IN UCOGNlTION,, OF 1 

a) '1'h• valued contribution that w. A. Rajk.i 
(h•r•i;Aafter called the •zxecutive EmPioyee•) has made during 
the year• of hi• employment with 'l'he Scott • Fetzer 
Com9any (hereinafter called th• •c:ompany")J 

b) The aipificant role that the Executive Employee 
play• in developing and implementing atrategic plans for 
th• CoapanyJ 

c) 'l'h• conaiderabl• benefit to the Company of the 
continuation of the Sxecutive Employee'• employment with 
the Company J ·· 

~ . 

d) 'l'~a• potential conflict betwe•n corporate interests 
and the Executive Elllpll)yee ••personal interest• and the 
poaaibl• d•~~r• by th• Executive Employee to obtain other 
employment in the event that an acquisition or merger of 
the C:o.pany reaulting in a chari'ged role of the Executive 
Employee within th• COll\pany ahould appear likely: and 

. •l Th• likeli_hood that in an acquisition or merger a 
higher valuation would be placed upon the Company as 
compared to it• atock •rket price and that cuch h.i9her 
valuation would be an acknowledgment of the contributions 
and bene~ita that the Executive Employee ha: providec5 to 
the Company through bi• effective aanagement, 

the Company and the Executive Slllployee1t•v• entered into this 
agreement ' II • 

• 6 

• 

• 

1) 'l'O induce th• Executive Employee to continu~ his 
employment with the Company notwithatanding th• possibility 
of an acquisition or .. rger of.the Company: 

2) 'l'O induce the Executive Slllployee to exercise his 
beat judpent on behalf.~_of th• Company in the event of a 
potential aequiaition or .. rger1 and ·· 

3) 'l'O compenaate the Executive l:lllployee for hi• 
contribution to th• added value ahareholdera would receive 
aa a reault of the increa.,d valuation placed upon the 
Company in an acquiaieion or .. rger. 

= 
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MON, !'BEREFOJtE, the.Executive Employee shall have the 
right to receive fran the Company, and the Comp~ny shall have the 
obligation to pay to the Exec\ltive·Employee, •ubject to the terms 

·and conditions contained in this agreement, the increase in value, 
0 if.,,any, of 50,000 Connon Shares· of '·the Company as •••urea on a 
. pa; share ~s1s by the difference between the price per •hare cf 
•· .. $ 27.00 and the Yalue per share received by or accruing to the 

benef1£of shareholders of the Company pursuant to any tender 
,, ;Offer for cosnon Shares of the Company (other thl>n a tender offer 
· 'by the Company) or the merger or con•olic!ation of the Company 

with 1,µ1other corporation or the ••le of •ubstantially all of the 
•ss-.t!: f)f ~e Colllr. .. "\v to anot.,e'!!' cor.>o=:!ltion. 11t1'.leh tender offer, 
merger,conso.L1dacion·or sale, in the-opinion of the Board cf 
Directo11s, as evic!enced by a resolution at a •eting thereof, 
results 1n a change of control of the Company. For purposes of 
this agreement, •acquisition or merger• of the Company shall 
incluae.the acquisition of ownership of .:>re than SOl of the 

·issued and oustanc!ing Cc• ,_,n Shares of -the Company, whether 
by tender offer,. aerger, consolidation, ••l,e or otherwise. tJnless 
otherwise agreed~ the Company and the Executive Employee in 
vriting, the Executl.ve Employee aha.11 be paic! in cash in the 
amount he.is entitled to receive under this agreement inlmediately 
upon the consUJ111D&tioh of 'die acquisition or merger of the Company. 

. . . This agreement and the rights and obligations established 
· hereunder shall terminate upon the first occurrence of any of the 
following: · ~\ 

,, . . · (a) -tlhirty, CS&ys after the employment of the Executive 
Emplo~ee with t:he Company te:r:miftates upon the voluntary 
resignation of the Executive Employee: 

(b) One year after the employment of the Executive 
Employee with the Company terminates· at the request or 
direction of the Company; 

(c) One year after the Executive Employee reaches the 
age of. 65: ,;: . 

(d) One year after the' death of the Executive Employee: or 

(e) Mllrdl 24, 1991 r at 9:00 A.It., , Eastern Standard Time. 
~- . 

,Jn the event that the Executive Blllployee shall intentionally coimnit 
an act materially.inimical to the interest of the Ccmpany.or 
a subalc!iary, and the Boarcl of Directors prior to any acquisition or 
.. rger of the Company to which this agreement relates shall so 
fine!, this agreement anc! the rights and obligations established 
bereunc!er shall terminate at the time of such act, notwithstanding 
any other provision of w. agrfflllent • 

.. ·-··· ·- -· ·.:.· • ··---- - __ .. __ _ ---- -· -
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Nothing in this agreement shall be construed to: 
• 

~ '' 

.;" 3't3 
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. . 
(a) Give the Executive Employee any rights whatsoever with 

respect to Common Shares,y~f the COlllpany: 

(b) Limit in any way the right of the Company to 
terainl!ite the Executive Employee's employment vi th the Company · 
at any time: or · 

" 
(c) Be evidence of any agreement or understanding, 

express or im;>lied. that the Company will employ the Executive 
Employee in any particular position or at any particular 
rate of remuneration. 

In the event of any stock dividend, stock split, 
combination of shares, recapitaliza~ion or other change in the 
capital structure of the Company, appropriate adjustment shall 
be made in the number of Common Shares referred to above in 
order to prevent dilution or enlargement of the rights of the 
Exec9:;Jve Employee and obll.gations of the Company under this 
agreement. ,, 

EXECUTED at Cleveland, Ohio May 27 ,· .-198+ _as of 
March 24, .1981. 

THE SCOTT 6 FETZER COMPANY 

,;__, 

.I 

I 
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JN l8XIGNITICN OF: 

a) '1be valued contributioo that walter A. Rajki (hereinafter called 
t.he •£ilecutive f.ilpl(J'ft!e") has made durir¥] the twenty-six (26) years of his 
f!llPlo}wnt with '1be soott ' Fetzer c:atpany (hereinafter called the "CQrpany") : 

b) '1be significant tole that the Executive Enpl(J'ft!e plays in 
t'!evelcping and inplementing strategic plans for the Q:mpany: 

c) '1be considerable beJfit to the carpany of the continuatioo of the 
Executive &iployee's aiployment with the Q:mpany: · 

d) '1be potelltial ccnflict betM!en eotpOCate interests and the 
Executive Enployee's personal intt,~sts and the possible desire by the Executive 
Enplc7jee to obtain other enplO}'lllerif in the e'lent that an acquisitioo er mexger 
of the ccnpany resulting in a ~ tole of the Executive Enployee within the 
Qmpany sh:Juld appear likely: and 

e) h liJtelihood that. in an acquisitioo er metger ll higher valuatioo 
wuld be placed \PX\ the carpany as ccnpared to its stodt market price and that 
flUch hi~ier valuatioo t«>Uld be an acknciWledgement of the contributioos and 
benefits that the Executive &iployee has provided to the Clalpany th~ his 
effective managesnent, 

the Ccl!pny and the Executive Enployee have entei:ed into this a:1teeient 

1) 'lb induce the Executive Enployee to continue his enplO}'lllent with 
the <bnpany notwithstanding the possibility of an acquisitioo or metger of th!:! 
<bnpany: . 

2) 'lb induce the Executive Enployee to exercise his best jlJdgment oo 
behalf of the carpany in the event of a potential acquisitioo er metger; and 

3) 'lb caipensate the Executive &rplc7jee for his a:intributioo to the 
0 aaaea value shareholders would receive as ll result of the increased valuatioo 

placed uppri the c:atpany in an acquisitioo or metger. 

!Di, 'liiEkEEOit::, the Executive Enployee shall have. the right to receive 
from 'i:he Q:mpany, and the <kllpany shall have the obligatioo to pay to the 
Bilecutive Enployee, subject to the tetn& and ccn:Utioos contained in this 
a;teemeut, the increase in value, if any, of 50,000 Qxmu1 Shares of the 

" " II 
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PJnpaey as measured en a . per abate basis by the difference between the price per 
8haEe of $23.375 and the value per shm:e teceived by er accruing to the benefit 
of ahaxeholders of the <mpany pursuant to any tender offer fer Q:a111Gl Shares of 
the Q:aipany (other than a tender offer by the Q:rrpany) cr the nerger cr 
CCXlllOlidaticn of the Q:aipany with another cotpe>raticn er the sale of 
substantially all of the assets of the. Q:rrpany to mother corporaticn, "1ich 
tenl1er offer, 111erger, consolidaticn or sale, in the cpinim of the Board of 
Dinctors, as evidenced by a resolutioo at a ineeting thereof, results in a 
c:hllnge of ccntr:ol· of the carpany. For purposes of this agteement, •acquisition 
ex •rger• ·of the a:atpany ahall include,, the acquisition of ownership of 11Dre 
than SO• of the issued and outstanding Olmnon Shares of the Clatpany, whether by 
tender offer, nerger, consolidaticn, sale er otherwise. tl'lless otherwise agreed 
by the Q:alpeny and the Executive Enployee in writing, the Executive &tployee 
shall be ~id in cub in the n:>unt he is entitled to receive l:llder this 
a;i1ecsnerit inmediately upcn the conmticn of the acquisiticn er metger of the 
Ccnplfty. 

'!his. a;ireer1ent l!lld the rights l!lld obligaticns established hereunder 
shall tatminate upcn the first occ:urrena! of any of the following: 

(a) '.lhirty days after the enployment of the Executive &iployee with 
the ·Q:inpany ter:minates upcn the volWltaty resignaticn of the Executive 
Bnployee: 

(b) Q'le year after the enployment of the Executive &tployee with the 
Caq;>any ter:minateS at the request er directicn of the. Q:rrpany: 

' 
(c) Qie year after the Executive &tployee teac:hes the age of 65: 

(d) Qie year after the death of the Executive &lployee: or 

(e) Nc:Jvoeld:ler 27, 1989, at 9:00 a.m., Eastem Standard Time. 
/ 

In the event that the Executive &lployee shall ~~tionally catmit an act 
111aterially inimical to the interest of the Q:rrpany er a subsidiary, and the 
Board of Directors prier to any acquisiticn er netger of the mipany to wich 
this aljteele1\t relates shall so find, this ag1eenent and the rights and 
obligations established hereWlder shall tetminate at the tine of sudl act, 
notwithstanding any other provision of this agreement. 

Nothing in this a;iieement shall be construed to: 

(a) Give the Ex~tive Enployee any rights atsoever with tespect to 
0 " Shares of the Q:rrpany: 

(b) Limit in ~Y way the right cf the Q:rrpany to ter:minate the 
Bxecuti~ .&lployee's enployment with the catpany at any time: er 

" 
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(c) Be evidence of 1JrfJ agreement or understanding, express or inplied, 
t t,'iat the <btpllny will 6'1ploy the Executive &rployee in i!llflY particular position 

or at: my particular rate of i:enuneration. 

• 

• 

• 

• 

• 

t 

t 

In the event e>f my stook dividend, stock split, CXlllbination of shares, 
ftCllPitalization or other dlange in the capital structure of the <btpllny, 
appropriate acljustnent shall be made in the rurber of 0:.111a1 Shares referred to 
above in oi:der to prevent dilution or enla1:9f!111ent of the rights of the Executive 
Bnployee Sid obligations of the <btpllny lftler this agreement. 

EXmJ'l'm at Cleveland, <llio January 18, 1980 as of N:>vell'ber 27, 1979. 

'l1fE SOOl'l' & FETZER CDMPANY 

,, 
"?'!! 

/, 



• 

• 

• 

• 

• 

• 

• 

• 

G • 

L,.• 

"' 

CONTINGENT COMPENSATION AGREEMENT 

IN llECOGNITION OF: 

a) 'lb• valued contribution that R. E. Schey 
(hereinaft•r called the •zxecutive Employee*) has made during 
the 6 years of hi• employment with The Scott • Fetzer 
Company (hereinafter called the •company"); 

b) 'lhe significant role that the Executive Employee 
plays in developing and implementing strategic plans for 
the Company; 

c) 'lb• considerable benefit to the Company of the 
continuation of the Executive Employee'• employment· with 
the Company; 

d) 'Ille potential conflict between corporate interests 
and the Executive Employee'• personal interests and the 
'possible desire by the Executive Employee to obtain other 
employment in the event that an acquisition or merger of 
the Company reaul ting in a changed role of the Executive 
Employee within the Company should appear likely; and 

• 

•> The likelihood thlt.t in an acquisition or mergar a 
higher valuation wo~ld &e pl~ce~ upon the Company as 
compared to its atock·market price and that cuch higher 
valuation would be an acknowledgment of the contrik-utions 
~ncl benefits that the Exei~utive Employee ha:: provided to 
the Company through his effective management, 

the Company and the Executive Empl9yee-have entered into this 
agreement 

.1) 'lo induce the Executive Employee to continue his 
employment with the Company notwithstanding the possibility 
of an acquisition or .. rger of.tbQ Company: 

2) 'lo induce the Executive Employee to exercise his 
best judgment on behalf of the Company in the event of a 
potential acquisition or mergers and 

3) 'lo compensate the Executive Employee for bis 
contribution to the added value shareholders would receive 
as a reaµlt of ,~he increased valuation placed upon the 
Company in an ~cquiaition or merger. 

" 
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NOW, THEREFORE, the Executive Employee shall have the 
ri9ht to receive from the Company, and the Company shall have the 

: obli9ation to pay to the Execµtive·Employee, subject to the terms 
·and conditions contained in this agreement, the increase in value, 
if any, of 100,000 Co11111on Shares of the Company as ••sured on a 
per.share basis by the difference between the price per share of 
$ 27.00 and the valu~, per share received by or accruing to the 
binefit of shareholders of the Company pursuant to ~ny tender 
-offer for CoJl!lllOn Shares of the Company (other than a tender offer 
by the Company) or the 111erger or consolidation of the Company 
with another corporation or the sale of substantially all of the 
"SS'lt~ l)i' ":he' COJllT'l'""\V to annt .... e'!!' eor'CO::O:!ltion. wt\l.eh tender offer, 
merger,conso~ida~ion"or sale, in the.opinion of the Board of 
Directors, as evidenced by a resolution at a meeting thereof, 
results· in a change of control of the Company. For purposes of 
this agreement, •acquisition or merger• of the Company shall 
inclucle the acquisition of ownership of' more than so• of the 
issued and oustanc!ing Common Shares of·the Company, whether 
by.tender offer, merger, consolidation, sale or otherwise. Unless 

0 otherwise agree-:! by the Company and the Executive Employee in 
writing, the Executive Employee shall be paid in cash in the 
al!lount he .. is entitled to receive'under this agreement immediately 
upon the.conliU111111&ti~n of the acquisition or merger of the Company • 

This agreement and the rights and obligations established 
hereunder shall terminate upon the first occurrence of any of the 
following: 

(a) ·Thirty days after the employment of the Executive 
Emplo;?ee with the Company terminates upon the voluntary 
resi9nation of the Executive Employee; 

(b) One year after the employment of the Executive 
Emi;>loyee with the Company terminates at the request or 
direction of the Company; 

{c) One year after the Execut1ve Employee reaches the 
age of 651 

(d) One year after the death of the Executive Employee; or 

(e) March 24, 1991 , at 9:00 A.J:t., , Eastern Standard Time. 
~.-

In the event that the Executive Employee shall intentionally commit 
an act materially inimical to the interest of the Company or 
a subsidiary, and the Board of Directors prior to any acquisition or 
..rger of the Company to which this agreement relates shall so 
find, this agreement and the rights and obligation11 established 
hereunder shall terminate at the time of such act, notwithstanding 
any other provision of this agreemen~. 

,-_::.1 

- . ~ .l\ ........ -· .. . ···- - -- ---- .... ------ .. -
\; 



• 

• 

• 

• 

• 

• 

• 

• 

• 

3 

Hot.bing in thi• agreement. shall be construed t.o: 
tr . ;,,~ . . 

(a) Give t.he Execut.ive~~ployee any rights whatsoever with 
respect to t'ommon Shares of the Company: . · 

(b) Limit in any way t.he right of the Company to 
t.erminat.e t.he Executive Employee'• employment wit.h t.he Company 
at any time: or 

(c) Be evidence of any agreement or understanding, 
express or im;>lied. t.hat thf! Company will employ t.he Executive 
Employee in liny particular posit.ion or at any part.~'.cular 
rat.e of remuneration. .'J 

In t.he event of any stock dividend, stock split, 
combination .. of shares,. recapitalization or other change in t.he 
capital at.ruct.ure of the Company, appropriate adjustment shall 
be Iliad• in the nwnher of Common Shares referred to above in 
order to prevent diluti~n.or enlargement of the rights of the 
Executive Employee ·and obligations of the Company under t.his 
agreement. 

EXECUTED at Cleveland, Ohio May 27 ,· :19B:J..as of 
. 24 19'81. ,."-'~'.. Ma;?=h • "~"' 
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" IN~<EOF: 

. a) 'lbe valued contribution that Ralph E. Schey (hereinafter called the 
•Executive Ellployee•) hllB made during the five (5) yeai."S of his enployment with 
'lbe Scott ' Fetzer Q:npany (hereinafter called the •catpany• h 

b) '1he significant role that the Executive &rployee plays in 
developing aid illplementing strategic plans for the catpanyi 

c) 'lbe ccnsiderable benefit to the Ciatpany of the continuation of the 
Executive Ellployee's enployment with the Q:npanyi 

. d) 'lbe potential conflict between cotpOrate interests and the 
Execl.ltive &rployee's personal interests and the p:issible desire by the Executive 
Ellployee to obtain other enployment in the. event that an aaiuisitia'I or merger 
of the ocnpany resulting in a changed role of the Executive &rployee within the 
~Y should ag>ear likelyi and 

e) 'lbe likelihood that in an acquisition er merger a higher valuation 
would be placed upon the. O:lnpany as CCllpllred to its stodc market price and that 
such higher valual:ion would be an acknowledgement of the contributioos and 
benefits that the Executive &rployee has ~ided to the Ciatpany through his 
effective management, 

the Cclnpany 2l1d the Executive &rployee have entered into this agreement 

ll 'lb induce the Executive &rployee to continue his enployment with 
tt)e <Dtpany mtwithstanding the p:issibility of an acquisition er merger of the 
Qlq>enyi 

2) 'lb induce the Executive &rployee to exercise his best judgment on 
behalf of the O:Jnpany in the event of a potential aaiuisitiat er mergeri and 

3) 'lb o:inpensate the Executive &rployee for his contribution to the 
added value shareholders would reoeiw as a result of the increased valuation 
placed upon the' Q:npany in an acquisition er merger • 

!Oi, '.DIEREroRE, the Executive &rployee shall have the right to receive 
fmn the Q:npany, and the Q:npany shall have the obligation to pay to the 
Executive &rployee, subject to the ternB and cxniitions contained in this 
agWllt, the increase in value, if any, of 100,QOO 0:.111a1 Shares of the 

.,, 
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<>iMP*l.i' • ~ en a per share basis by the difference between the prke per 
lihaie of $23.375 anCI the value per share received by or accruing to the benefit 
of 8hareholders of the C>:llparty pursuant to any tender offer for Q:a111a1 Shares of 
the Q:alpny (other than a tender offer by the °'"'1pany) or the merger or 
OCMC>lidaticn of the Q:aipany with another corporaticn or the sale of 
8Ubstantially all of the assets of the °'"'1pany to another cmporaticn, Vlich 
tenCler offer, •rger, consolidaticn or sale, in the opinicn of the Board of 
Df..nctcn, • evidenced by a resoluticn at a meeting thereof, msults in a 
chlnge of control of the Q:aipany. For purpcses of this agi:eement, •acquisition 

, or •rger• of the °'"'1pany shall include the acquisiticn of ownership of nDre 
than SO• of the issued anCI outstanCling Q:am1cn Shares of th' catpany, whether by 
tender offer, merger, CXXISOlidaticn, sale or otherwise. o':!).ess otherwise agreed 
by the Qmpany anCI the Executive Enp~ in writing, the F.~~tive Enployee 
llhall be paid in cash in the m:iunt tie is entitled to receh'e lmder this 

. ayteaent illmediately ~ the ccnmticn of the acquisiticn or mecger of the 
·0wpeny. 

'l'hia. agceeuent llld the rights. llld obligaticns established hereunder 
llhall tetminate ~ the first occurrence of any of ~ following: 

(a) 'l'hirty days after the aiployment of the Executive Blployee with 
the ~terminates IJllCll. the voluntacy resignaticn of the Ex~tive 
Blployee: 

(b) Qie year after the aiployment of the Executive Btployee with the 
OlllPlnY tetminates at the cequest ex ditec:ticn of the Q:aipany: . . 

(c) a..~ after the Executive Btployee maches the age of 65:: 

(d) Qoie year after the death 9f the Executive Enployee: or 

0 (e) lloYentler 27, 1989, at 9:00 a.m. , Fastem Standard Time. 
" 

In the event that the Executive Enployee shall intentionally camait an act 
•terially inimical to the inteteat of the Q:mpany or a subsidiary, lllld the 
Bclatd of Directots prior to any acquisiticn or mecger of the caipany to ~ich 
this . ayteeent nlates shall ao find, this agceeme1tt lllld the rights lllld 
obligaticns •tablished heteunder shall terminate at the time of such act, 
notwithstanCling any other provisicn of this ajteesuent. 

'·~ 

Nothing in this ayteement shall be ccnstrued to: 

(a) Give the Executive Enployee any rights Vlatsoever with mspect to 
0 *I Shates of the Q:aipany: 

(b) Limit in my wy the right Of the °'"'1pany to tetminate the 
lncutive Bnployee.'~ aiployment with the CDp&ny at any time: or 
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(c) Be evidence of any agreement or understanding, express or i.nplied, 
that the o::apany will enploy the Executive atployee in lilly particular position 
er at my particular rate of tell'Alnl!ratioo. 

In the event of lllllY stock dividend, stqck. split, conbinatioo of shares, 
ncapitalizaticn er other chllnge in the capital structure of the carpany, 
IH>lCP'?iate adjustment shall be made in the rurber of Conm:Jn Shares referred to 
above in order to pteVent diluticn or enlargement of the rights of the Executive 
&lployee and obligaticns of the Catpany ll'lder this agreement. 

" EXECt1l'm at Cleveland, c»lio January 18, 1980 as of Noveirber 27, 1979. 

-,-~-. 
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CONTINGENT COMPENSATION AGREEMENT 

IN ltECOGNITION OF: 

a) 'l'he valued contribution that x. J. Setel.sberger 
(hereinafter called the •Executive Employee•) has made during 
the 8 .years of his employment.with The Scott• Fetzer 
Com;iany (hereinafter called the •company•); 

b) 'l'he •i9ftificant role that the Executive Employee 
p.laya in developing and implementing strategic plans for 
th~ Company; 

. e.) 'l'he considerable benefit to. the Ccmpany of the 
continuation of the Executive Employee's employment with 
the;, Company; 

d) 'l'J1e potential conflict between corporate interests 
and the Executive Employee• a personal interes1;.s and the . 
possible desire by the Executive £mployee to obtain o1;her 
employment in the event that an acquisition or merger of 
the Company reaul ting in a changed role of the Executive 
Employee within the Company should appear likely; and 

e) The likelihood that in an acquisition o~imerger a 
higher valuation would bep,J.llced upon the Company as 
compared to its atock.,market price and that cuch higher 
valuation would be an'' acknowledgment of the contributions 
and benefits that th• Executive Employee ~a= provided to 
the Company through bis affective management, 

the Company and the Executive Employee-have entered into this 
agreement · · 

1) To induce the Executive Employee to continue his 
employment v~th the Company notwithstanding the possibility 
of·an acquisition or .. rger of _the Company; 

2) 'l'o induce the Executive l!lmployee to exercise his 
beat judgment on behalf'of,the Q)mpany in the event of a 
potential acquisition or a9r9er1.and 

3) 'l'o compensate the Executive l!lmployee for his 
contribution to the added value shareholders would receive 
as a result of the increased valuation placed upon the 
Company in an acquisition or .. rger • 

0 

r 
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NOW, 'l'BEREPOllE, the Executive Employee shall have the 
right to receive from the Company, and the Company shall have the 
obligation to pay to the Exec11tive'Employee, subject to the terms 

·and condition• contained in thia agreement, the increaae in value, 
if any, of 25.0QO Colllllon Shares of the Company as •••urea on a 
per share basi.s :Sy.,the difference between the price per &hare of 
$27.00 and the value per share received by or accruing to the 
liinefi.£ of sh!ll"•holder• of.the Company pursuant to any tender 
:offer for Common Shares of the Company (other than a tender offer 
by the Company) or the merger or consoli4ation of the Company 
vith another corporation or the sale of aubstantially all of the 
"•s'!t~ ,,"' ";he Colnr.•"•\y., to ano~."'•-"!! eor.?O::!ltion. which tender offer, 
merger,consoi1aa~ion or sale, in the opinion of the Board of 
Directors, as ..videnced bya resolution at a meeting thereof, 
results in •-change of control of the Company. For purposes of 
this .agreement, •acquisition or merger• of the Company shall 
inclu!Se the acquisition of ownership of 1110re than SO• of the 
issued and oustandin9 Comnon Shares of the Company, whether 
by tender offer, .. rger, consolidation, sale or otherwise. Unless 
otherwise agreed by the Company and the Executive Employee in 
writing, the Executive Employee shall be paid in cash in the 
amount he.is.erif'itled to receive under this agreement immediately 
upon the consummation Of the acquisition or merger Of the Company. 

,, 
" This agre~nt and the rights and obligations established 
hereunder shall terminate UP?n the first occurrence of any of the 
following: 

(a)·Thirty days after the employment of the Executive 
Emplo~ee with the Company terminates upon the voluntary 
resignation of the Executive Employee; 

(b) One year after the employment of the Executive 
Employee with.the Company terminates at the request or 
direction of the Company; ·· 

• 

(c) ()ne year after the Executive Employee reaches the 
age of 65; 

,,_ (d) One year after the death of the Executive Employee; or 

(e) Mllrcll 24, 1991 , at 9.:00 A.H. 1 , Eastern Standard Time. 
~- . 

Jn. the event that the Executive 'Employee shall intentionally convnit 
an act materially 1nillic:al tC? the interest of the Company or 
a subsidiary, and the Board of Dire.ctors prior to any acquisition or 
•rger of the Company to which this agremaent relates shall so 
find, thls agreement and the rights and obligations established 
hereunder shall te:rminate at the time of such act, notwithstanding 
any other provision of this agreement • 

,, 

/j ...... · ... . . ..-. 
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Bothing in this agreement shall be construed to: 

(a) Give the Executive Employee any rights whatsoever with 
respect to Common Shares of the Company: 

,, (b) Limit in any way the right of the Company to 
terminate the Executive Employee's employment with the Company 
at any time: or 

(c) Be evidence of any agreement ot understanding, 
express or im;>lied. that the Company will employ the Executive 
Employee in any particular position or at any particular 
rate of remuneration. 

In the event of any stock dividend, stock split, 
combination of shares, recapitalization or other change in the 
capi.tal structure of the Company, appropriate adjustment shall 
be'made in the nuliiber of Common Shares referred to above in 
order to prevent dilution or enlargement of the rights of the 
Executive Employee and obligations of the Company under this 
agreement. 

EXECUTED at ClevE:land, Ohio May 21 ,· :19B:J_ _as of 
lm:ch 24, 1981. 

/-,, '""'\. ' . , ....... ' 

""' THE SCOTT ' FETZER COMPANY 



. " 

• 

• 
0 

• 

0 

10 (vii) 

DISABILITY BENEFIT AGREEMENT 
BETWEEN THE SCOTT & FETZER COMPANY 

AND KEY EXECUTIVES 
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• THIS AGREEMENT made as of , by and 
--~----

between the SCOTT & FETZER COMPANY, an Ohio Corporation in behalf 
of itself and its wholly owned subsidiaries (the "Company"), with 
executive offices at 14600 Detroit Avenue, Lakewood, Ohio, and 

(the "Executive") residing at 
---------------~ 

------------------· 
• WHEREAS, it is to the beneficial interest of the stock-

holders of the Company to retain the services of its key and highly 
compensated executives; and 

() ' 

• WHEREAS, it is to the beneficial interest of these same 
·· key and highly .,compensated executives to secure certain disability 

benefits. 

•• NOW, THEREFORE, the Company and the Executive have agreed 
to enter into this Agreement. 

1. Definitions. As used in this Agreement, the follow-
• ing words and phrases shall have the meanings indicated: 

!.\ 

-
(a) 11committee 11 - The Committee appointed by the 

Chief Executive,Officer of the Compatiy to administer this Agree-
• ment. 

• 

• 

(b) "Total Disability" - Total Disability shall 
aean the definition of total disability as defined in the dis
ability income insurance policies purchased by the company on the 
Executive • 

Executive's Initials 
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• 2. Obligations of the Committee. 

(a) The Committee shall be the final arbiter of 
• any question that may arise under this Agreement. The Executive 

should conaunicate with the Committee in writing as to any question 
or petition said Executive should have arising out of this Agree-
111mt • 

• 

• 

• 

• 

• 

• 

•• 

• 

• 

(b) The Committee shall purchase disability income 
insurance policies on the Executive to fund the obligations of the 
Company under this Agreement • 

(c) Upon reasonable request by the Executive, the 
Coaaittee shall notify the Executive of the amount of benefits 
payable under this Agreement. Any disability income insurance 

• 
policy owned by the Company on the Executive shall be made avail-
able to the Executive for review upon reasonable request by the 
Executive. 

3. Benefits Under This Agreement . 

(~) Amount of Benefit. In the event that the 
Executive suffers a Total Disability such that benefits are payable 
to the Company under any disability income policies owned by the 
Company on the Executive, the-Executive will be entitled to 
receive a benefit equal to twice the amount payable to the Company 
under the policies owned by the Company on the Executive except as 
limited by Paragraph 3(c) • 

(b) Benefit Payment Frequency. The benefits pay
able to the Executive by the Company shall be payable when 
·the income is received by the Company from the disability income 
policies on the Executive'0wned by the Company . . . 

Executive's Initials 
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(c) Duration of Benefits. Benefits will continue 
for as long as the Company receives benefits under any disability 
incoae policies owned by the Company on the Executive except that 

• no benefit will be payable to the Executive if the Executive is 
employed by other than the Company even though the Company may 
still be receiving benefits under the disability income policies 
owned by the Company on the Executive • 

• 4. Payments Not Transferable. The Executive shall have 
no right to commute, sell, assign, transfer or otherwise convey or 
encumber the rights to receive any payments hereunder, which pay-

• ments and all the rights thereto are expressly declared to be non
assignable. 

S. Not a contract for Continued Employment. This 
e Agreement does not constitute a contract for the continued employ

ment of Executive by the Company.. The Company reserves the right 
to modify Executive's compensation at any time and from time to 
time as it considers appropriate and to terminate his employment 

e for any reason at any time notwithstanding this Agreement. 

··· 6. Termination. The Company, in its sole discretion, 
may terminate this Agreement at any time by giving written notice 

e. to Executive, subject however, to the provision that the Company 
may not terminate this Agreement for any Executive currently 
receiving or in the process of applying for benefits under this 
Agreement • 

• 7. Notice. Any notice given in connection with this 
Agreement shall be in writing and delivered in person or by de
positing it in the United States mail, postage prepaid, addressed 

• to the last-known address. 

8. Waiver. Failure to insist upon strict compliance 
with any of the terms, covenants, or conditions hereof shall not be 

e deemed a waiver of such term, coven~t, or condition, nor shall any 

Executiveis Initials 
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. waiver or relinquishment of any right or power hereunder at any one 
or aore times be.deemed a waiver or relinquishment of such right or 
power at any other time or times. 

9. Effect of Invalidity of Any Part of the Agreement 
J!bon the Whole Agreement. The invalidity or unenforceability of 
any provision hereof shall in no way affect the validity or en-

• forceability of any other provision. 

10. Consolidation or Merger. Except as otherwise herein 
provided, this Agreement shall inure to the benefit of and be 

• ·bin4ing upon the Company, its successors and assigns, including but 
not limited to any corporation which may acquire all or substan
tially all of the Company's"assets and business or with or into 
which the Company may be consolidated or merged. 

11 •. State Laws Governing This Agreement. This Agreement 
shall be governed by the laws of the State of Ohio. 

12. Agreement Supersedes Prior Agreemen~. This Agreement 
supersedes all prior agreements, which provide for disability bene
fits, between the Executive and the Company. Any prior agreements 
providing disability benefits to the Executive are null and void 
as cf February 1, 1979. 

13 •. Counten>arts of This Agreement and Executive Ac
knowledgment That Be Bas Read and Understands All Parts of This 
Agreement. This Agreement has been executed in several counter

, parts, each of which shall be an original, but such counterparts 
shall together constitute but one instrument. Executive acknowl

.. edges that he has read all parts of this Agreement and has sought 
• and obtained satisfactory answer(s) to any quest.ion(s) he had as 

· to his rights, obligations;:and potential liabilities under this 
Agreeaent prior to affixing his signature and initials to any part 
of this Agreement. 

Executive's Initials 
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signatures of the Parties to This Agreement 

IM WITNESS WHEREOF the parties hereto have executed this 
~ Agreeaent as of the day and year first above.written. 

j ': 

(SEAL) THE SCOTT & FETZER COMPANY 

WITNESS 

Executive 

t 

<>• . " 
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DEATH BENEFIT AGREEMENT 

BE'l'WEEN THE SCOTT & FETZER COMPANY • 
,, 

• 
• 
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mIS AGREEMENT made as of by and 
between THE SCOTT & FETZER COMPANY, an Ohio corporation (the 
•cOJIPany") with executive offices at 14600 Detroit Avenue, 
Lakewood, Ohio, and 
(the •Executive") residing at 

! ; 

WHEREAS, it is to the beneficial interest of the stock
holders of the Company to retain the services of its key and 
highly compensated executives; and 

WHEREAS, it is to the beneficial interest of these same 
t key and highly compensated executives to secure certain death 

benefits, 

NOW, THEREFORE, the Company and the Executive have agreed 
to enter into this Agreelllent. 

1. Definitions. As used in this Agreement, the follow-
ing words " and phrases shall have the meanings indicated: 

(a) "Base Salary" -- Base Salary shall mean the 
Executive's annualized base salary as defined in the most recently 
effective Schedule A, wh:i:ch is attached hereto and is specifically '' 
incorporated into this Agreement and which may, from time to time, 
be amended by the Company. 

(b) "Beneficiary" -- The person or persons desig
nated by Executive on Schedule B, which is attached hereto and is 
specifically incorporated into this Agreement, to receive any 
benefits payable by the Company under this Agreement on account of 
Executive's 4eath. If Executive has failed to designate a Benefi-

. cjary, or if Executive's designation fails by virtue of the desig

. ~ted Beneficiary predeceasing 1Executive, then the Committee shall 
have the right to designate the Beneficiary of all benefits payable 
:!lllder this Agreement. Solely at the discretion of the Executive, 

1 of·lO Executive's Initials: 
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e S~hedule B may be amended f:-:om time to time. Two copies of the 

amended Schedule B shall be executed by the Executive. One copy 
shall be retained by the Executive, and the second copy shall be 
forwarded to the Company and shall be attached hereto and specif-

• ically incorporated into this Agreement. 

(c) "Committ~e" -- The Committee appointed by the 
Chief Exec:Utive Officer of the Company to administer this Agree

// 
• 111ent. 

• 
(d) "Death Benefit" -- Death Benefit shall mean 

the amount defined in Paragraph 2 or 3 • 

(e) "Gross Compensation" -- Gross Compensation 
shall mean the sum of the Executive's annualized base salary as 

t:,,_of the Ei'eputive' s date of death, disability or Retirement plus 
19. the amount of the last annual bonus awarded to the Executive. 

• 
,lJ 
J 

(f) "Retirement" -- Retirement shall mean an 
Executive retiring from the employment of the Company under 
conditions whereby he is entitled to receive pension benefits 
under the Company's General Pension Plan in the form of an Early 
Ret:l.rement Pension, a Normal Retirement Pension, or a Disability 
Pension as defined in the Company's General Pension Plan. Retire-

e ment shall not mean an Executive retiring under the Company's 
General Pension Plan who is eligible for and elects a Deferred 
Vested Pension a$. defined in the Company's General Pension Plan. 

·• 

• 

• 

• 
' <:::) 

(?) "Accidental Death Benefit" -- Accidental Death 
Benefit shall mean the amount indicated in the most recently effec
tive Schedule c, which is attached hereto and specifically incor
porated into.this Agreement • 

(h) "Basic Death Benefit" -- Basic Death Benefit 
shall mean the amount indicated in the most recently effective 

2 Of 10 Executive's Initials: 
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• 

Schedule C, which is attached hereto and specifically incorporated 
into this Agreement. 

2. Pre-Retirement Death Benefit • 

(a) If death should occur to the Executive due to 
natural or accidental ca:uses while actively employed by the Company, 
or while the Executive is disabled and eligible to receive dis-

• ability benefits .. under any of the Company's group long-term dis
ability plans, the Company shall pay an annual Death Benefit to the 
Executive's Beneficiary equal to the Executive's Base Salary, which 
sha!l equal the amount of the Base Salary as indicated on the most 

• 

• 

recently effective Schedule A, which is attached hereto and is 
specifl.1cally incorporated into this Agreement. The Base Salary 
amo~~ shall be paid to the Beneficiary for a period of years 
equaV to the greater of ten years or the number of years from the 
date of the Executive's death to the Executive's sixty-fifth 
birthday. 

"ft$ 

(b) The pay.ment of the Death Benefit defined in 
Paragraph 2(a) is subject to the limitations as defined in Paragraph 

-;e:· ,. • 5. 

(c) Solely at the discretion of the Company, the 
Base Salary amount may be increased from time to time. Any such 

• increase shall be accomplished by completing an amended Schedule A 
having the effective date and amount of the new Base Salary. Two 
copies of the amended Schedule A shall be executed by the ~om
pany. one copy shall be attached hereto and specifically incorpo-

• rated into this Agreement. 
'" 

the Executive asnd'~ification of the new amount of the Executive's 
The second copy shall be forwarded to 

Q (/ ·-::. - ' 

Base Salary for the purpose of computing the Executive's pre-
retirement Death Benefit • 

• 

• 
.. 3 of 10 Executive's Initials: 
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• 

• 

• 

• 

• 

3 • Post-Retirement Death Benefit. 

(a) If at any point in time the Executive enters 
into the employ of or in any way renders either direct or in
direct service to any competitor of the Company or any of the 
Cqmpany•s subsidiaries or affiliates without the prior written 
approval of the Committee, the Executive shall not be eligible 
for and the Company shall not be liable for any Death Benefit sub
sequent to his Retirement • 

(b) lf the Executive enters Retirement prior to his 
sixty-second birthday, the Company shall not be liable for and the 
Executive shall not be eligible for the Death Benefit defi.11ed in 
Paragraphs 3(c), 3(d), and 3(e). However, if the Executive retires 
prior to age sixty-two (62), the Executive may request of the Com
mittee that he be eligible for the Death Benefit as defined in 
Paragraphs 3(c), 3(d) and 3(e). If the Executive receives written 

;·' 

approval from the Committee designating the Executive to be eligible 
for post-retirement Death Benefits, the Company shall be liable for 
and the Executive shall be eligible for the Death Benefits as de
fined in Paragraphs 3(c), 3(d) and 3(e) . 

(c) In the event of the Executive's death due to 
natural causes subsequent to his Retirement but prior to the 
Executive attaining age seventy (70), the Company shall pay a 
Death Benefit to the Executive's Beneficiary equal to the lesser 
of two and one-half (2.5) times the Executive's Gross Compensa
tion less fifty thousand ($50,000.00) dollars or the Basic Death 
Benefit . 

(d) In the, event of the Executive's death due to 
accidental c~uses subsequent to his Retirement but prior to the 
Executive attaining age seventy (70), the Company shall pay a 
Death Benefit to the Executive's Beneficiary equal to the lesser 

4 of 10 Executive's Initials: 
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i · oi' five (5) tiaes. the Executive's Gross Compensation less one 
hundred.thousand ($100,000.00) dollars or the Accidental Death 

·Benefit. 

• (e) In the event of the Executive's death due to 
natural or accidental causes subsequen~ to his Retirement and the 
at~inment of age seventy (70) but prior to his attaining age 
eighty (80), the Company shall pay a Death Benefit to the Exec-

• .,ative•s Beneficiary equal to one half (~) of the Death Benefit 
,defined in Paragraph 3 ( c) • 

(f)" In the event of the Executive's death subse-
• quent to his Retiiement and. his attaining age eighty (80), the 

Company shall not be liable for the payment 0£ any Death Benefit 
under this Agreement. 

• (CJ) . The payment of the Death Benefit defined in 

• '" 

• 

• 

• 

• 

Paragraphs 3(c}, 3(d), and 3(e), is subject to the limitations as 
defined in Paragraphs 3(a), 3(b): and 5. 

"' 

(h) Solely at t:pe discretion of the Company, the 
Basic Dea1:Jl,Benefit and Accidental Death Benefit may be increased 
from time to time. Any such increase shall be accomplished by 
completing an amended Schedule C showing the effective date and 

~ 

amounts of the new Basic Death Benefit and Accidental Death Bene
fit. Two copies of the amended Schedule C shall be executed by 
the Company. Olle copy shall be attached hereto and specifically 
incorporated into this Agreement. The second copy.shall be for
warded to the Executive as notification of the new amount o.f the 
Executive's Basic Death Benefit and Accidenta~ Death Benefit for 
the purpose of computing the Executive.•s post-retirement Death 
Benefit • 

11 
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4. Payment of Death Benefit. 

(a) The pre-retirement Death Benefit, as defined in 
Paragraph 2, shall be payable to the Executive's Beneficiary in 
quarterly installments commencing not later than six (6) months 
subsequent to the Executive's date of death. 

(b) The applicable post-retirement Death Benefit, 
as defined in Paragraph 3, shall be payable to the Executive's 

,, Beneficiary in forty ( 40) quarterly installments beginning no 
later than six (6) months subsequent to the Executive's date 
of death. Each installment shall equal two and one-half percent 
(2.SX) of the gross Death Benefit, as defined in Paragraph 3, plus 
intere•t. Interest shall be credited to each payment based on the 
unpaid balance of the gross Death Benefit and shall equal the 
average quarterly prime rate during the preceding quarter as 
determined by the Citibank of Hew York, but shall not be less than 
.one and three-quarters (1~75%) percent. 

(c) Executive's Beneficiary may request a chang~ 
in the timing and/or dolla:r; amount and/or number of benefit pay-
ments u~der this Agreement. Such request shall be in writing and 

(.\ 

shall be directed to the Committee. The Committee, in its sole 
discre~ion, iaay grant such requests. In the event that the 

' Committee shall grant a requestwhich would accelerate the timing 
of the payme11t of the De'ath Benefit to the Beneficiary, a penalty, 
in the form '} a reduced'Death Benefit, may be imposed by the 
Committee. . .c· 

""'~ 

5. Limitation ol'i:Death Benefits. 

(a) The payment of any Death Benefit as defined in 
f Paragraphs 2 and 3 shall be contingent upon evidence of the Execu

tive• s death, as required by the Committee. 

c 
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(b<). In the .event that Executive'• death is the . . 

psult of suicide while the Executive i• either sane or insane, 
the Company shall not be liable for any Death Benefit as defined 
'in Paragraph& 2 and 3. Even though the Company has no contractual 
obligation to pay any Death Benefit under this Agreement in the 
event that the.Executive's death is due to suicide, the Executive's 
Beneficiary aay petition the Company for the paymentof a Death 
Benefit. Any such petiti,on by Executive's Beneficiary shall be 
directed to the Committee. The Committee, in its sole discretion, 
shall determine whether or not the Company will pay any such Death 
Benefit. 

(c) If the Company should terminate this Agree
ment pursuant to Paragraph 9 hereinbelow, the Company's obliga
tion to pay any benefits under this Agreement shall likewise 
terminate, provided however, that the Company may not terminate 

==this Agreement subsequent to the Executive's death or in the event 
that the Executive is disabled and is eligible to receive disa
bility benefits under any of the Company's group long-term disa-
bility plans. ·~ 

6. Obligations of Company. In the performance and 
administration of this.Agreement, the Company shall be under no 
obligation tol>urchase any insurance policies or to segregate any 
assets for Executive's account or benefit. Should the Company pur
chase any insurance policies, any insurance proceeds, together 
with any and all assets res,!lfting'from any investment (if any) of 
such amounts or earnings thereon, shall be the property and assets 

.of the Company, and 11neither Executive nor the Beneficiary shall 
have any inter~st therein. The interest of Executive or the 

.Beneficiary is limited to that of a general creditor of the Company 
Ji'~ 

and is }imit~d to the rights to receive payments purs~a'iit to tlfe 
terms of this Agreement. 
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• 7. Payments Not Transferable. Neither Executive nor . 
the Beneficiary shall have any right to commute, sell, assign, 
transfer or otherwise convey or encumber the rights to receive any 
payments hereunder, which payments and all the rights thereto are 

e expressly declared to be nonassignable. 

• 

• 

• 

8. Not a Contract for Continued Employment. This 
Agreement does not constitute a contract for the continued em
ployment of Executive by the Company. The Company reserves the 
right .to modify Executive's compensation at any time and from time 
to time as it considers appropriate and to terminate his employment 
for any reason at any time notwithstanding this Agreement • 

9. Termination of Agreement at Company's Discretion. 
Tpe Company, in its sole.discretion, may terminate this Agreement 
at any time by giving written notice to Executive, subject however, 
to the provision of Paragraph S(c) herein • 

10. Waiver of Group Life Insurance Benefits. In con
sideration of the benefits payable under this Agreement, Executive 
waives participation in and entitlement to any benefits under the 
Company's group life insurance plans in excess of fifty thousand 
dollars ($50,000.00) in the event of a natural death and one 
hundred thousand dollars .($100,000.00) in the event of an acci
dental death. 

11. Function of. the committee. The Committee shall 
be final arbiter of any question that may arise under this Agree
ment. Executive or his Beneficiary should communicate with the 

• Committee in writing as to any question or petition said Execu
tive or Beneficiary shoul~ have arising out of this Agreement. 

12: Notice. Any notice given in connection with this 
Agreement shall be in writing and delivered in person or by de
positing it in the United States mail, postage prepaid, addressed 
to the l.ast-known address. 
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Failure to insist upon strict compliance 
covenants, or conditions hereof shall not be 

' 
deeaed a. waiver of such term, covenant, or condition, nor shall any 
waiver or relinquishment of any right or power hereunder at any one 
or aore times be deemed a waiver or relinquishment of such right or 
power at any other time or times. 

14. Effect of Invalidity of Any Part of The Agreement 
Upon The Whole Agreement. The invalidity or unenforceability of 
any provision hereof shall in no way affect the validity or en
forceability of any other provision. 

~ 15. Ability to Amend The Agreement. This Agreement may 
¥ changed, modified, .or amended only in writing by both parties 
except for amendments to Schedules A, B, and c. Schedules A and 

~e~y be amended solely by the Company as indicated in Paragraphs 
2(c) and 3(h). Schedule B may be amended solely by the Executive 
as indicated in Paragraph l(b). 

16.. Consolidation or Merger. Except as otherwise 
herein provided, this Agreement shall inure to the benefit of and 
be binding upon the Company, its successors and assigns, including 
but not limited to any corporation which may acquire all or substan
tially all of the Company's assets and business or with or into 
which the Company may be consolidated or merged • 

· .. , 17. ,state Laws Governing This Agreement. This Agreement 
shall be governed by the laws of the State of Ohio • 

18. Counterparts of This Agreement And Executive Ac
knowledgment That He Bas Read and Understands All Parts of This 
Agreement. ~his .Agreement has been executed in several counter
parts, each of which shall be an original, but such counterparts 
shall tOgether constitute but one ins~ent. Executive acknowl
edges that he has read all parts of this Agreement and has sought 

.and obtained satisfactory answer(s} to any questions(s) he had as 
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• to bis rights, obligations and potential liabilities under this 

Agreement prior to affixing his signature and initials to any part 

of this Agreement. 

e 19. Agreement Supersedes Prior Agreements. Executive 
acknowledges that this Agreement supersedes any and all prior 
Estate or Death Benefit Agreement(s) between the Company and the 
Executive and that any and all prior Estate or Death Benefit 

e Agreements shall become null and void upon the execution of this 

Agreement. 

• 

• 

S:i:qnatures of The Parties to This Agreement . 

IN WITNESS WHEREOF the parties hereto have executed 
this Agreement as of the day and year first above written . 

(SEAL) THE SCOTT & FETZER COMPANY 

• WITNESS: 

.
···\\\ 11 Execut1 ve 

• 
,, 

•· 
0 

• ,, 
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SCHEDULE A 
BASE SALARY 

Under ttie Death Benefit Agreement dated between THE SCOTr & FETZER COMPANY and th--e-E-xe_c_u_t_1_' v_e_n_am_e_d~b-e-iow, 
the Executive's Base Salary for the purpose of computing the Pre
Retirement Death Benefit as defined in Paragraph 2 of the Death 
Benefit Agreement shall be the amount defined below and shall be 
effective as of the effective date stated below • 

Executive: 
Base Salary: 
Effective Date: 

The Base Salary and Effective Date indicated above shall supersede 
any Base Salary amount previously awarded to the Executive named 
above under the Death Benefit Agreement dated , 
between THE SCOTr & FETZER COMPANY and the Executive named above. 

THE SCOTr & FETZER COMPANY 

Date 

•!) 

/,> 
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• 

• 

• 

• 

• 

• 

• 

• 

• 

SCHEDULE B 
,, 

DESIGNATION OF BENEFICIARY(IES) 

In the event of my death, I hereby designate the following indi
viduals, in their own right or in their representative capacity, 
in the proportions and in the priority of interest designated, 
to be the beneficiaries of any benefits owing to me, under the 
Agreement between myself and THE SCOTT & FETZER COMPANY dated 

PRIMARY BENEFICIARIES - (The following individual or individuals 
shall receive all benefits payable under this Agreement in the 
proportions designated hereunder. If any one of the primary 
beneficiaries designated hereunder shall predecease me, then his 
or her share shall be divided equally among the then living 
prillary beneficiaries.) 

I) 

BAME AND PRESENT ADDRESS OF 
PRI~Y BENEFICIARIES 

PROPORTIONATE 
INTEREST OF PRIMARY RELATIONSHIP 
BENEFICIARY(IES) TO EMPLOYEE 

__% 

__% 

,__% 

__% 

Executive's Initials: 
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SECONDARY BENEFICIARIES - (The following individual or individuals 
shall receive all benefits payable under this Agreement in the 
proportions designated hereunder £RlY if all of my primary benefi
ciaries have predeceased me. If e primary beneficiary or bene
ficiaries have predeceased me and if any one of the secondary 
b~neficia~ies designated hereunder shall predecease me, then his 
or her share shall be divided equally among the then living 
secondary beneficiaries.) 

PROPORTIONATE 
INTEREST OF 

NAME AND PRESENT ADDRESS OF SECONDARY RELATIONSHIP 
TO EMPLOYEE SECONDARY BENEFICIARIES BENEFICIARY(IES) 

ESTATE - I hereby acknowledge that if I have declined to designate 
a beneficiary hereunder or if all of the beneficiaries that. I have 
designated predecease me, then all benefits payable under this 
Agreement will be payable to my estate. 

Date: ,, 

WITNESS EXECUTIVE 1S SIGNATURE 
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SCHEDULE C 

POST-RETIREMENT DEATH BENEFITS 
\, 

Under the Death Benefit Agreement dated , 
between THE SCOTT & FETZER COMPANY and the Executive named below, 
the Executive's Basic Death Benefit and Accidental Death Benefit 
for the purpose of computing the Executive's Post-Retirement Death 
Benefit as defined in Paragraph 3 of the Death Benefit Agreement, 
shall be tile amounts stated below and shall be effective as of the 
effective date stated below. 

Executive: 
Basic Death Benefit: 
Accidental Death Benefit: 
Effective Date:·· 

The Basic Death Benefit and Accidental Death Benefit amounts stated· 
above shall supersede any Basic Death Benefit and Accidental Death 
Benefit previously awarded to the Executive named above under the 
Death Benefit 'Agreement dated '• .. , between 
THE SCOTT & FETZER COMPANY and-the Executive named above • 

THE SCOTT & FETZER COMPANY 

Date 

I' 
i,I 
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Throughout history, few institutions have 
wlthstciod the test of time as wen as the 
family unit. It is today;' as it has been for 
centuries. the foundation upon which our 
society is'built. Scott Fetzer has been serv· 
1118 the family for over 60 years with quali' 

· ty prOducts th!ll help people learn, work, 
maintain their hous\eholds, protect 
theinllelveS from nature and improve their 
quality of life, We are convinced that· just 
as the family wlll continue to nourish in 

·, the. collling. years, so too will the com· 
panles that pl'l>'(ide high quality products 
.and serv.ices th~'wlll meet its needs. 

" 

., 
About. Our New Corporate ldelltlty 
During the past' year, the Company has 
adoDled a new co. rporate logo. which in· 
eludes the shortened name - Scott Fetzer. 
We removed the ampersand to. make our 
name easier to say, easier to read .md 
easier to remember. This new corporate 
identity will provide greater visibility for 
tl)e Company .with its employees, share
holden, CllSlomers; suppliers, the media, 
governinent officials, the financial 
community and the general public. 

~tbeCompuy 
Scott Fetzer, founded in 1914, is a diver· 

· sifted nianufacturer and marketer of high 
quality products for the. home, family and 
industry. The Company's businesses are 
divided into five major operating seg. 

'lnents: Cleaning Systems & Household 
Products, Education & Information Sys
tems, Energy & Control, Fluid Trans
mission, an!! Vehicular Products. 

Headquartered in ).akewood, Ohio, the 
Company and its subsidiaries employ 

·' more than 16,000 persons worldwide. Its 
decentralized management structure allows 
.elich operating unit to ciperate as a sepa
rate btisiness. Marketing is accomplished 
through direct in-the-home, mass merchan· 
dising. distributor and mail qrder sales. 

The largest and !>est known ;unong Scott 
Fetzer's s>ioduct lines are Kirby home care 
systems. World Book e. ncyclopedias, 
Can!pbell Hausfeld air compll!SSOrs and 
Wayne bil~rsand water pumps. 
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17% Cleaning Systems & Household Produc 
39% Education & Information Systems 
13% Energy & Control 
19% Fluid Transmission 
12% Vehicular Products 

Operating F.arnlngo 

'~· 

28% Cleaning Systems & Househe>ld Produ 
17% Education & Information Systems 
22% Energy & Control 
18% Fluid Transmissie>n 
17% Vehicular Products 
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Selec:ted Flnandlll Data 
(Dollars in thousands except per share data) 

\) 

Fiscal Year Ended November 30 

OPERATIONS 

" " 

Net sales and otherrevenue ............. 
Income before income taxes .............. 
Net income .. : ....................... 
Return on net sales and other revenue ..... 

" 
PER SHARE DATA 

· Earnings ....•... , .................... 
Dividends paid ........................ 
Book valu!! .......... , ................ 
Dividends as a percent of net income ...... 
Market price range .................... 
Price I earnings ratio .•........... , ..... 

'BALANCE SHEET DATA 
Current assets ...•.................... 
Curr~nt ~~?i~ities, ......... ''· .......... 
Workmg cop1tal ......... ,, .............. 
Current ratio ......................... 
Property, plant and equipment, 'ilet ....... 
Total assets ............ , .............. 
Long-term debt ....................... 
Shareholders' equity ... , ................ 
Return on shareholders' equity ........... 

'YEAR-END DATA 
Shares outstanding (OOO's) ............... 
Average shares outstanding (OOO's) ......... · 

1981 

$656,386 
56,927 
29,067 

4.4% 

4.01 
1.80 

27.13 
44.9% 

. 30%·21% 
8-5 

273,153 
133,104 
140,049 

2.1 
82,827 

405,794 
76,901 

184,000 
15.8% 

6,781 
7,252 

1980 1979 

$632,398 $697,401 
37,338 63,060 
23,069 34,096 

3.6% 4.9% 

3.12 4.62 
1.80 1.70 

25.04 23.76 
57.7% 36.8% 

25%·17% 30%·22 
8-6 7-5 

263,095 271,268 
,; 117,459 128,067 

145,636 143,201 
2.2 2.1 

83,609 78,651 
394,043 395,376 
79,595 82,346 

185,079 174,968 
12.5% 19.5% 

7,390 7,364 
7,388 7,373 

~ Number of shareholders of record ........ 7,105 7,937 8,119 
Number of emrloyees ........•......... 16,618 16,225 17,934 

u 
Common Stock Market Price and Dividend lnforinatlon 

\\ 

0 

Fiscal Quarter 
First .• ............................. . 
Second .. '!.l' •.•.•..•••......• _. ....•• 

. " Thii'd ... ·-·.;, ....... · ....... ~' .. " ...... . 
. Fourth ................. , ........... . 
Closing price on December 31 .............. . 

Market Price of Common Stock 
1981 ',\ .1980 

llllh Low 
$25% $21% 

30% 23% 
30% 27% 
30 24% 

$28% 

High . Low 
$25% $22 
23 17% 
24. 20 
24% 21% 

$23 

1978 1977 

$478,222 $351,187 
60,807 56,108 
30,247 26,306 

6.3% 7.5% 

4.11 3.56 
1.50 1.30 

20.85 18.23 
36.5% 36.5% 
36%·23 29-22~ 

9-6 8-6 

229,573 171,488 
131,036 46,301 
98,537 125.187 

1.8 \J3.7 
62,236 50,176 

337,977 225,411 
46,036 41,838 

153,014 133,36L_ 
19.8% 19.7%-1( 

7,338 
" 

7,317 
7,354 7,384 
8,439 8,852 

17,425 7,255 

•) 

Dividends Per Share 
1981 1980 

$ .45 
.45 
.45 
.45 

$ .45 
.45 
.45 

... 45 
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Letter to Shareholders 

\\ 

A year ago, economic forecasters 
,, were predicting that the first half of 

1981 would be depressed with l!usi
ness improving during the second 
half. It is now evidentthaUor the 
United States as a whole, real 
growth ~rred by early to mid-
1981 but slowed down later in the 
year. 

Scott Fetzer's activities in the first 
quarter showed modest improve
ment. Our second and third quar
ters were quite strong and although 
that strength abated somewhat, it 

,continued into the fourth .quarter. 
In our CLEANING SYSTEMS & 

HOUSEHOLD PRODUCTS segment, 
the Kirby Group had improved 

· sales and earnings which resulted 
from substantial expansion of inter
national operations, the availability 
of consumer financing through 
United Retail Finance Company, a 
Scott Fetzer finance subsidiary, and 
the introduction in September, 
1981, of the newest and finest Kirby 
Home Care System ever produced. 

Product lines other than Kirby in 
this segl'Dent had mixed results for 
the year, but in total had improved 
sales. and. earnings. 

In the EDUCATION & INFORMA
TION SYSTEMS segment, World 
Book direct mail operations had a 
record sales year. New product ad
ditions, improved promotions and 
increased mailings all contributed 
to this success. World Book direct 
selling operations, on the other 
hand, were below expectatiQns. We 
have instituted a number of 
changes internally to reverse this 
present trend. There has also been 
a revamping of the sal~ force, 
including the appointment of one of 

. our most successful sales managers 
. to the position of President of the 
World Book-Childcraft division. 
The field sales force has also been 
restructured, putting profit control 
of field operations into the hands of 

11J1e branch managers. 
W>ln the FLUID TRANSMISSION 
segment, Campbell Hausfeld ex
Jierienced its best financial results 
since 1977. The management team 
which we began to rebuild in early 
1980 has the most positive, optimis
tic attitude about the division's 
business that we have seen in the 
past eight years. A significant new . 
product introduction was the Power 
Pal™ which allowed us to enter a 
promising new consumer market 
area not previously tapped. 

Our Wayne Division brought to 
market a truly new oil burn,er 
called the Blue Angel™ that is the 
best produCI available in the market 
place today. The Blue Angel™ will 
give us a stronger position in .the 
replacement market which has 
been a long-term goal for Wayne. 

'Our ENERGY & CONTROL seg' 
ment had improved sales and earn
ings Jor the year. Th~ relocation 
and. new facility start up expenses 
incurred by the France Division in 
1979 and 1980 are now largely 
behind us. The success of this seg
ment'is directly attributable to ag
gressive new product development 
and marketing activities. Since 
1978, expenditures for product and 
process engineering have increased 
significantly every year, with 1981 
being approximately 40% greater 
than 1980. 

The VEHICULAR PRODUCTS seg
ment realized sales gains of approx
imately 9% for 1981. Some products 
posted record earnings, while 
others declined due to the inability 
to respond effectively to depressed 
markets. New product introductions 
contributed importantly to the gains 
achieved. 

We achieved our overall financial 
objectives for 1981 including a 17 % 
improvement in operating earn
ings. This is an important ac
complishment because years like 
1980 and 1981 may well portend a 
changing level of economic activity 
for our country. Being able to res
pond positively to a "sluggish" 
economy has positioned us to deal 
effectively with a changing defini
tion of growth in the 80s. 

We i:ongratulate our operating .. 
management for their accomplislf"'" 
ments and the way they have ac- '· 
cepted their present challenges. 
Director Cbaqes 
Delmar W. Karger will retire as a 
director of Scott Fetzer in March, 
1982. We are indebted to Del for his 
many contributions during his past 
six years of service. 

Stephen H. Fuller has been pro
posed by the Nominating Commit
tee as Del's successor. Steve is Vice 
President, Personnel Administration 
and Developlllent Staff at General 
Motors with particular expertise in 
the area of human relations. 
Dividends 
Payments to shareholders for 1981 
were unchanged at $1.~0 per share. 
We believe that our established 
dividend policy is sound and con
sistent with Scott Fetzer's earnings 
potential. 
Caplbll Expenditures 
During 1981, we spent $11.5 million 
for new facilities and equipment. 
This was below our approved 
capital budget for 1981 and 
reflected the elimination of some 
programs and the deferment of 
other expenditures to assure op
timum use of funds. 



Outlook for 1982 
Although 1981 did not establish 
new records for economic activity, 

, there were some positive develop
ments, such as a reduction in the 
rate of inRation which normally 
leads to longer-tefl!l economic 
lll'OWlh. What seems clear.today is 
ihat business and economists 
generally agi-ee that significant 
economic lllowth in early. 1982 may 
l'iOt occur. Whether this will be the 
result of1geiluine economic weak· 
ness or merely a self-fulfilling 
prophecy perpetrated by negative 
news reports remains unclear. The 
public has been conditioned by the 
media to expect "instant" results 
from programs which began on 
October 1, 1981. Such impatience 
may force a return to destructive 
fiscll policies and lack-luster 
economic growth. 

This does ~suggest that we at 
Scott Fetzer are pessimistic about 
our future results - although it 
would be easy to blame poor resul15 
on a depres.1eel economy. We plan' 
to aggressively take. advantage of 
opportunities in the current 
econ9111y, ·to. accelerate programs , 
already underway to increase 
market share in existing product 
lines, and to open new markets 
with innovative new products. 

Even with a sluggish economy in. 
1981 and an increasingly com· 
petitive business environment, a 
number of Scott Fetzer's operating 
units establislled record eamibgs in 
1981 and provided the basis for our 
overall earnings improvement for 
the year. I am confident that our 
operating 111&11agers Will respond 
with equal vigcr. in 1!182. 

R'c._,,~.~ 
RALPH SCHEY 
President and 
Chief Executive Officer 

Febfuar)o 16, 1982 





" " 

QeenlDI Syatema a Houaebold Products 

Quality. and" va.lue never go out 
of ~le and that's why sales 
of Kirby home care cleaning 

. systems increased in 1981. 
Today, the Kirby Group markets -:· 

the most complete and versatile~ f 
home care system in the,•if0rld. As 
a result, Kirby is a mai:fr con· 
tributor to corporate earnings as 

. one of the Company's largest 
· ·.operating units and the spe&rhead 

q_f Scott Fetv,~r·s cleaning systems' 
business. l~has major manuf!IC· 
luring ope~ations in Cleveland, 
Ohio, and Andrews, Jexas, and a , 
technical center in Westlake, Ohio.' 

The Kirby Home Care System is a 
unique combinlltion of components 
and accessories that can. save the 
homemaker time and money. It's 
actually four cleaning systems in . 
one: a canister-type, an 'upright, a ·, 
hand-portable and a straigl)t suction ' 
cleaner. Additional attachments 
convert the Kirby into a carpet 
shampooer, a sander, a car polisher, 
a Door waxer, a sprayer gun and 
much, much more. Scott Fetzer also 
backs Kirby,products with a con
sumer satidaction plan which in· 
eludes a long-term rebuild and fire 

~loss commitment. 
In Se{>tember, 1981, new products 

and maior improvements in exist· 
ing products were introduced to the 
Kirby markeljng organization at an 
international'tonvention held in 
Chicago. The significantly im· 
proved Ki~ Home Care System, 
called the Kirby Heritage System, 
along with new p~ams in dealer 
recruitment and training were an
nounced to Kirby's sales organiza. 
lion consisting of more than 700 in· 
dependent distributors and 10,000 

The Kirby Herit ... System. wilh Its new lurbo
powmd llnSIOfY lfOllP lhal operales on air 
-· w• lnllodiK<d in Sepiember, 1981.11 is 
the find Kirby' Home Care System ever 
produced. ' m 

'" 

independent sales representatives 
worldwide. Over 30 different im· 
provements were incorporated into 
the new Kirby Heritage System, 
making it the finest .. home care 
system ever developed. The quality 
and reliability of the 1982 Kirby has 
established a new standard of excel· 

" lence for the industry. Following 
the Chicago convention, a similar 
conference was held in London, 
England, for 2,000 of Kirby's Euro
pean distributors and dealers. 

With the new Heritage System, 
Kirby also introduced a !!>tally new 
accessory group developed espe
cially for the Kirby Heritage -
Kirby's Home Turbo Group -
which features turbcJ,.powered tools 
that operate on air power supplied 
by the Kirby. It includes an efficient 
orbital sander which vacuums its 
dust better than. any other sander 
on the market, a new Turbo Groom 
for grooming people or pets and a 
Turbo Brush to clean difficult areas 
such as stairs and auto upholstery. 
No one else in the industry offers 
these new turbo tools, and this 
should enhance Kirby's selling posi· 
lion even more in the coming year. 

The. Kirby opportunity has never 
been brighter for the growing sal~ 
organization. The increased avail· 
ability of reliable installment finan
cing through United Retail Finance 
Company, a Scott Fetzer consumer 
finance subsidiary, provides Kirby 
independent business persons with 
the necessary support to build a 
stable sales organization. The com
bination of new products and 
availability of financing makes the 
Kirby opportunity more attractive 
than ever before for an increasing 
number of independent Kirby sales 
people. 

Klevac division's vacuum cleaner 
component parts and chemical 
product lines experienced solid 

i\_ -~·--, 
growth in~botli sales and earnings 
during 1981. New product intro
ductions and deeper market pene. 
!ration were key factors in this 
growth. The division's specialty 
vacuum cleaner product line had a 
modest increase in sales but a 
decline in earnings. 

In 1981, the American Lincoln 11, 

division introduced a new line of ' 
industrial sweepers featuring the: 
Direct Compactor Accumulator " 
(DCA) and a large sweeper scrubber. 
These new products were well 
received by customers and have 
placed the division in a strong posi
tion in these new markets. Sales of 
industrial cleaning products in· 
creased domestically but declined 
internationally due primarily to 
fluctuations in the value of the U.S. 
dollar. The startup and introduction 
costs of these new product lines 
adversely affected earnings for the 
year, but American Lincoln enters 
1982 with a stronger competitive 
product line. 

The household product lines of 
Jason scissors and Quikut cutlery 
were combined during the past 
year for marketing and manage. 
ment efficiencies, and the com· 
bined units had a modest increase 
in sales and earnings. Quikut alone 
had a record year and will in· 
traduce a new line of kitchen 
cutlery early in 1982. 

Western Enterprises division's 
plastic unit had improved results in 
1981, and the Cardinal product line 
of proprietary containers achieved 
record sales and earnings. Western 
Enterprises is well positioned for 
continued growth in the coming 
year. 

5 





I ncreased revenues in direct mail . 
activities'in 1981 were offset by · 
declines in encyclopedia unit 

volume and subStantiill income 
losses from the World Book Japa
nese operations. The sale of these 
Japanese operations in December, 
1981, couple() with extensive 
changes in the domestic direct sales 
organization and an acceleration in 
the introduction of new products, 
all combined to make 1981 an 
important Year for World Book. ,, 
·· Two new products were intro
duced in response to the increasing 
need for improving the general 
reading skills of America's children. 
The Letter People ~am is a 
pre-school program wnich assists 
parents in developing their young 
children's reading readiness. The 
World Book-Childcraft Reading 
Development Program helps 
parents provide their children with 
an opportunity to improve. vital 
reading skills at the elementary and 
middle school levels. 

The Talking World Book, 
developed in cooperation with the 
American. Printing House for the 
Blind, was made available in 1981 
to meet the educational and infor· 
mational needs of the blind and 
visually handicapped. The Talking 
World Book includes 19 volumes of 
index material in both braille and 
large type and 219 six-hoot.cas
settes which are played on a special 
quick-access tape player. This 
remarkable project is a not-for-profit 
activity supPorted by World Book, 
the American Printing H9use for 
the Blind, the federal government, 
and lhe Scott Fetzer Foundation. 

World Book lnlroduc:<cl two new pf08rarns in 
1981 to Improve the ...,..11 rudlflll skills ol 
America's chlklnin. The Letter People PfOllT•m 
helps prH<hool childm\ develop readlflll 
"*II-. and the Wodd Book.chlldcralt 
Readlna O..elopmeni l'lctlram helps elemen· 
luy and middlHchool seudonts Improve their 
reldlna skills. 

Many membets of the World Book 
sales organization made petsanal 
contributions toward the purchase 
of the Talking World Book for in
stitutions in their own communities. 
The Company will continue to take .. 
steps to ensure that the blind and 
visually handicapped have the 
widest possible access to this unique 
encyclopedia and learning aid. 

Operationally, World Book's over· 
head costs were reduced substan· 
tially in 1981,.and its North 
American sales division was reor· 
ganized and given new leadetship. 
In the coming year, the sales divi· 
sion will implement a series of new 
training program~ aimed at pro
viding World Book sales represen· 
tatives with effective sales training 
aids, as well as techniques for 
locating prospects and improving 
the ability of the World Book sales 
petsan to make. more sales per 
demonstration. These programs 
will help ensure that the typical 
World Book presentation is a 
"quality demonstration to a qualified 
prospect'.' 

.With 5,250,000 domestic and in· 
ternational product shipments, the 
Direct Mail division had a record 
year both in terms of sales and 
earnin(is. A number of new prod
ucL~ were introduced, the most 
significant of which was a new 
medical annual that will be distrib
uted to both outside and in-house 
mailing lists. 

The Australian operation went 
through a major reorganization in 
1981 and emerged at year-end with 
a small operating profit. In the 
British Isles, sales declined because 
of the political situation in Ire.land 
and a depressed economy through
out the area. In addition, the lower 
operating profits were further 
reduced by foreign currency 
translations. Losses at a reduced 

level continued in Japan in 1981; 
however, effective December I, 
1981, effectively all of World Book's 
Japanese businesses were sold. 
During the fits! quarter of 1982, the 
process of disengagement from the 
Japanese market should be substan
tially completed. 

In 1982, World Book will continue 
to vigorously explore potential op
portunities in the rapidly emerging 
electronic publishing sphere. In 
1981, contracts were completed for 
the World Book encyclopedia to go 
"on-line" in the Compuserve 
videotex system and in one other 
major U.S. system. A contract also 
was signed with Bell Canada to par
ticipate in the Vista test ol the 
Telidon system. In 1982, World 
Book's participation in those three 
informational systems, and several 
othets, will become operative. 
Moreover, in 1982, initial experi
ments in cable-related video will be 
conducted with some possibility of 
extended involvement in the latter 
part ol the year. 

With encyclopedia unit sales up 
during the latter part oHiscal 1981, 
overhead costs reduced, new prod· 
ucts available, the North. American 
sales division restructured, effective 
new training pr9!1fams, and a reor· 
ganized management structure, 
World Book entets 1982 with op
timism that the downward trend for 
encyclopedia sales for the past five 
-{eats will be revetsed and 1982 will 

/become the turnaround year for the 
direct selling'World Book business. 

. Ji 
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Enero a Control 

Sales and e. arnings in the En. ergy 
& Control business segment 
showed considerable improve

ment over 1980. Although there 
were weaknesses in the building 
construction, electrical appliance 
and electrical sign markets, 
operating earnings of all of the divi
sions in this segment improved 
over 1980 with Adalet; Halex and 
Northlant' divisions jlosting record 
earnings for the year. 
, The growth of these divisions can 
be traced to their ability to success
fully introduce new products and to 
increase penetration of existing 
products in their tnajor markets. In
vestment in product and prot,ess 
engineering by the Energy & Con, 
trot segment has increased sig
nificantly every year since 1978, 
and engineering expenditures in 
1981 were approximately 40 per
cent mQre than 1980. 

Each division introduced new 
products during the year which will 
provide market leadership and 
growth in. coming years. A new 
microprocessor-based electronic oil 
and gas flow measurement device 
was awarded recognition for 
technical excellence by the industry. 
New and unique solid-state inajor 
appliance controls and sensors 
have been designed to provide 
operating features of high reliability 
at low cost. Respllnding to the 
needs of the electrical construction 

11,.. 

industry, a new line of patented 
liquid-tight conduit fittings was 
developed to reduce the cost and 
increase the quality of many elec
trical power installations such as 
heat pumps, motors and manu
facturing process systems. 

During the coming years, national 
priorities will continue to focus on 
energy, productivity and quality. 
Such emphasis will provide this 
segment of the company with some 
unique market and new product op
portunities. To ensure .that Scott 
Fetzer is well positioned to take ad
vantage of these growth oppor
tupities, the Company plans to in
crease engineering and product 
development expenditures in 1982 
by 25 percent, and substantial addi
tions to the capital equipment base 
are also contemplated. The Com
pany also will increase the number 
of robots and automated systems 
now in use. While productivity 
gains are the immediate objective, 
these additions are also expected to 
further enhance the quality and 
reliability of Scott Fetzer products. 

The world's accelerating need for 
energy, coupled with the soaring 
cost of energy-related products, has 
stimulated the efficient use of 
energy and conservation of our 
resources as a whole. Each division 
in the Energy & Control segment · 
has substantially augmented its 
engineering organization with elec
tronic and microprocessor tech
nology and development capability 
since 1979. This change in the 

character of Scott Fetzer's engi
neering groups results from the 
market demand for products that 
measure more accurately, perform 
more reliably and efficiently and 
provide increased value to the 
customer at a lower cost. 

The Company's commitment to 
these development and engineering 
activities has also enabled it to at
tract superior people. It is manage
ment's belief that these new 
technologies not only will be the 
basis of many of Scott Fetzer's 
future products, but will also 
substantially increase the per
formance and value of the Com
pany's existing products. 
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T. .. he Fluid Transmission seg-
' fuent's sales and earnings in 

. . . . . 1981. were significantly above 
I.he prior year and the second bl!St 

" ·ever. The better results in 1981 
stein~ from improved operating 
efficiencies at both the Campbell 
Hausleld and Western Enterprises 
divisions. Wa}'ne Home Equipment 
division results were abQut even 
. with last year but plans formulated 

, over the past lw. vo Yeats w. ill stimu· 
.late greater growth for Wayne. 

· · The Fluid Transmission segment 
·.· · serves primarily the multi-billion 

G dollar, do-it-yourself harclware, 
home center and·mass merchan. 

' diser markets, bµt origi_nal equil>" 
ment pnd ·inc1ustri11l marke.\5 repre
sent growing areas of activity.,·· 

During the last two years, there 
have been progressive chan~ in 
this segment. Proiec;!S that did.not 
meet tile Company's requirements 
have been discoi;itinued, while el· . 
forts to initiate new product and ex· 
ternal litensing projects hiiv6'been 
intensified. Although the home. 
market is of primary concern, Scott 
Fetzer has capitalized on product 
and process developments w,hich 
provide overlaps of tec.!tnolOgy i.n 
the commercial and industrial 
markets. " 

One outstanding 1981 project was 
CamP, .. bell Hausfeld's. program to ex· 
,pand'l'9nsumer awareness in the 
use of air as a iiource of power. 
Market studies indir.ated,that, while 
Campbell HauSfeld .. Was a major 
producer in the>manufacture of 
single-stage air compressors, only a 

' '\ small number of its compressors 
were IM!ing used in private homes. · 
Further studies showed that few 
homeowners were aware of the ad· 
van~ of having an air power 
source In the 'home, but that those 
~ho were knowl~ble about air 

•, '• ·~ ' 

Clm~bell Hllllleld's new Power Paflll was " 
lntroiluced .In 1981. ~enables consumers to 
Pa1111. caulk, cleon .• di.spense llqulds, Innate 

. blcyi:le and 1Uto tires and P"rfc»m hundreds of 
. !'!her household iaoks with prole!sional ease. , . 

' ~· ,,, .. 

g 
compressors through their work 
outside the home were enthusiastic 
about the idea of domestic air 
power. 

To reach this large segment of tpe 
population, Campbell Hausfeld ,., 
developed a new, lightweight, air 
power source called the Power Pal"! 
'rhe small, easy-to-use Power Pal™, 
with its surprisingly high pressure 
and flow capacity, performs many 
hoUsehold functions such C!S spray
ing, cleaning, inflating and material 
dispensing. It accomplishes these 
functions at a high level of perform· 
ance, and at a retail price low 
enough to attract the infrequent 
user. Campbell Hausfeld is employ· 
ing new marketing techniques and 
using additional distribution chan· 
nels to capitalize on this huge 
market'potential. Development ef
forts continue to be focused on pro
viding even more accessories that 
will further, expand the popularity 
of this new home convenience. 

The Wayne division intensified 
its development .ahd marketing pro
grams to capture a larger percen· 
llllll! of the 'replacement oil burner 

c ma~ket wi!h~ the introduction of a 
truly new product distributed under 
the name, Blue Angel"! The ad-

" vanced burner technology used in 
the Blue Angel™ not only offers the· 
homeow11er the highest level of fuel 
oil burniri1fetficiency possible in to
day's conventional heating systems, 
but also provides distributors, in· 
stallers and service ill!ents with a 
product that is vefRilt!e, easy to 
maintain, extremely reliable and 
sale. .· 
" The Blue Angel™ burner is 

equipped with a unique damper, or 
shut-off device, that seals heat in 
the home by blocking the escape of 
heated air through the furnace or 
boiler jlnd up the chimney while 
the burner is not operating. With 
this;.patent~plied·lor feature, the 
Blue Angel provides, in one sim· 

, pie lr.stall11tion, not only one of tile 

The new Blue Angel™ oil bu mer has significanlly .strengthened 
our Wayne _Division's position In the replacement market. : 

most efficient fuel burners possible 
in an existing installation, but also 
eliminates the need for possibly 
hazardous chimney dampers in 
preventing the escape of precious 
heat' while. the burner is idle. 

Wayne has long been the coun· 
try's largest supplier~of oil burners 
to the original equipment furnace 
and boiler manufacturing market 
for products used in the ho111e. The 
Blue Angel"" is Wayne's first major 
effort to penetrate the replacement 
burner market. 

As Scott Fetzer moves into the 
. 1980s, programs will be introduced · 
involving expanded use of unique 
air power products for the home · 
alld industry. Environmental 
.systems for the home involving still 
higher heating efficiencies, im· 
proved watei quality and waste 
disposal products for better family 
health and convenience will be im· 
portailt goals for the Fluid Trans-
mission segment. .. · 

Industrial products, particularly 
Western Enterprises' compressed 
gas equipment and fittings, should 
continue to experience sliOng 
growth. These product lines also 
have excellent opportunities in the 

!.rapidly expanding medicalmarket. 11 
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Sal.·. es. and.earnings. of. th. e Vehicullr Products segment 
. shOwed considerable improve

ment over 1980, High interest rates 
in 1981 reduc:ed potential growth,., 
especially the heavy duty truck, 

··conslluc:tion and a8riculturaJ «:CJUip
. ment markets. but militaJy veh1c
lilaiequipment remained relatively 
Slable throuattout the. year. · 

. In the recrational vehicle indus
try, the availlbility of lllSOline along 
with stabilized pnces lialted the . 
erosion of. business lhal tielan in 
1979. Even thougb levels Ol activity 
in these businesses.\vel'e consider· · 
a1>1y bek>W .the. W1y t970's, theie 
was slgnilicaf!t improvement over 
1980. . .. . . .· .. 

In total, Vehicular Products 
achieved approxl~telya 9 percent 
sales increase in these slugish " -
markets by ooncentrating and 

··. specJalizins. 1 on specific.segments. 
For exalliple, ·Scott .Fetzer bas 

, entered the manufactured housing 
· indu. stry With accessory products 

· . that not onlY exceeded sales expec· 
tationsin ·1981, but show very 

.· p.ro ro. .1mising potential. for 1982 and 0
-· 

beyond. Other areas were also 
strengtheiied !Jy building special· 
IZl!d products tor public utilities, 
Deets and beaVf' duty trucks and by 

. · ·gaining market shares in estab
lished Clistributor channels for 
vehicular products. . . . . 
. J.ooking ahead to 1982, further 
inc!U$es in .these businesses. 

- ' ·.shOj.lld occur even though the ,. 
ec<inomy is not expect!!<! to grow 
Slgn16CB1)tly. This ~ill be accom· 

, pllshed th~;vari911s strat~ies, 
for example. . . . ·. . . . " - . 
• The'Careflee of Coloi';ido division 
wil.I continue to srow with Increased 

.. :market shares in its core recrea
tionalvell!cle accesso'Y business, 

'' · . ,as well ~~th new products for. 
o ·•· .. ··. this market .. '\!I. the mobile home 

industry. In particular, manufac
tured housing products show silf 
nificant growth potential for 1982. 
• The Stahl division has been able 

. to keep its truck equipment busi· 
nesses from following the tradi· 
tional sinall contractor market by'' 
crincentrating on specializ!!d equip

. ment and major fleet operators. In 
1982, Stahl will introduce a 
consumer-oriented mirii·truck body 
that will provide growth until the 
construction .and contractor mar· 
~kets improve. 
• Th'} Douglas division in 1981 suc· 
cessfully developed products in the 
heavy truck and military vehicle v 

··markets, and because .these prod· 
ucts. have a long gestation period, 
.the benefits 'Viii begin accruing in 
1982. . ' 
• While the total trailer hitch ac~ 
ces5ory .. market was static in 1981, 

.. the Valley division-strengthened its 
position thl'Qugh a broadened cus- 11 
tomer base'and introduction Qf a I 
newline of hitches that will give it \\. 

' '' · ·o ,; ·... · b .• ·: • · . · · .co. mpetit.ive. st ... r.~ngth·1· .. n.all.·m. arket .!\~·." 
... ·:.; c.;.rn.e oi cOici.ado;i new Ever:iocli'ni lk1n• , c..aments. This, coupled with the 
• • I tor ~holnio.· 1111.· hel""".the tllvlslo'1. . . -o I f h "C 1 Car Prod ,;;. :· =ltl1'allnilliloolholcllnri.;nlin~~l'ed expansono t e oo . e · • 

~i· >IKMJll-.~,; , ; .~( .. · UctLi~e'',wl:)li:hisanautomobile 
:~'.:y;,:~:~.:·~:~~;fL~~i.:~·\:;·.L .. :}j'.,.>.;:;::')~~·-~:::/ --. ·:i ·..; ___ ,_-';,;-; 

crankcase an(l transmission oil 
cooling system, will further poise 
Valley for improved results in 1982. 
• The Powerwinch product line ex· 
perienced deteriorating market con· 
ditions in 1981 but, witb aggressive 
sales and cost control programs, it 
maintained sales levels and im· 
proved profitabihty. During the 
year, a new line of heavy duty "big 
boat" anchor windlasses was in· 
.traduced which will provide new 
growth opportunities in 1982. 

Overall, the Vehicular Products 
segment has expanded its base of 
both products and markets to halt 
the erosion of its businesses which 
was the result of the general eco
nomic decline that began in 1979. 

Howevier, the continuation of 
high interest rates, high inflation, a 
IC>W level of housing starts and non· 
l'l!Sidential construction programs, 
along with depressed farm income, 
necessitates more innovative busi· 
ness approaches in 1982. SCott 
Fetzer's primary objective is to pro
vide superior prQducts and services 
in order to obtain higher market · 
·shares and expandedmarke! bases. . 13 
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Qecllle it c.ilcer; Kirby Glouo. ~ K. Kier · 
Chll1111111 & Chief £xeailMl Oftker Corporite Group Vke President 

,-,) 

. YEAR NEI' SALF.S 

. 1981 $ll8,020 
1980 · uo.~ 

"1979 124,126 

INCOME BEFORE 
INCOME TAXES 

$15,465 
15,202 
20,286 

. KirbY Group 
1920Westtt4street 
Cleveland. OH 44102. • 216/228-2400 

.f./ 

G.. M. Carriker.. Chal1111411, Preskl~nt & CEO 
HOUlehold cleanina ~ems a,nd other floor 

· maintenance eq11lpmentfor residential, industrial and 
lnlliitu~ use. 
American IJncoln Division 
1100 tlasklns Road · " " II 

Bowling Green, OH 43402 • 419/352·751 I 
.B. lwarsson, l'res4tenl 
Power-driven sweepers, sc;rubbers, polishers and other 
equi~mentfor cleaning industrial and commercial 
facih1!e5. ·. 

•western Entt,!rprlses Division 
33672 Pin .. Oalc Parkway 
Avon Lake, OH 44012 • 216/871-2160 

·· , 'R. P.,Drickharner, President 
. Injection m9'ded p.Iasiic components and plastic con· 
lainers for conimerclal and consumer products. 

; ~' - - ,, ' ' ,' .·' - (\ 

· Klevac Division .• · 
2021 Midway Drive . 
Twinsburg, OH 44087 • 216/425-3371 
It J. Ostr<iski, Pl'.esident . . ·. 
· Vacuu111 cleaners for the home llnd limited-space applica
. lions, vacuum cleaner replacement parts and acce&-

. .. sories, Cleaning chemicals. 
'Powerwinch/Jason/Q11ikut Division 
· 217 tong Hill Cross Road ., 
.·. Shelton,Cf~84 • 2031929-5371 , . · 

· < . T. F, Kiley, Presl!lenL. . . . , . . . . · .. 
· ·. A full line. ofdltlery, hand scis&>rs, shears and. trimmers 

. for ho111e, school, office and shop use. . 

q', 

. ·y~•.lhaii~~ness~t •.. ·.· 

;._,. 

0 

Robert H. Kins, World Book, Inc. 
Chairman &. Chief Executive Officer 

~a Information Sy.. • 

"YEAR 
1981 
1980 
1979 

NET SALES 
$259,801 
262,965 
2600'tle ,,.. ' 

INCOME BEFORE 
INCOME TAXES 

.. $10,268 
6,565 

13,250 
World Book, Inc. (a subsidiary) 
Merchandise Mart Plaza 
Chicago, IL 60654 • 312/245-3456 
R. H. King, Chairman. & CEO 
Encyclopedias, reference texts, 
educational and other instructional 

,, . materials for the home, school·and 
library and various direct·mail 
products. ., : 

,, 



. FllddTms ' rh111 · 

YEAR 
1981 
1980 
1979 

NEl'SALES 
$124,646 
116,428 
145,673 

INCOME BEFORE 
. INCOME TAXES 

SI0,557 
4,016 

11,233 
Campbell tiausreld Division 
100 Production Drive 
Harrilon, OH 45030 o 513/367-4811 
T.. A. P~n, President 
Complete line of air compressors and 
accesso~ and. spraying units for paint 
and other liquids, grey and ductile iron 

·· · caStlnss, air receivers and compressed 
gas co11ta1ners. high pressure sprayers 
ind washers. · 
Wayne Home £1:ulpment Division 
801 Glugow Avenue · 
Fo!1Wayne,1.N 46803 • 219/426-4000 

' Wide var!ety of power gas and oil 
burners, water circulating, sump and 
other pumps,, · ·· . · ·· 

•western Enterprises Division . 
33672 Pin oak Parkway . , 
Avon Lake, OH 44012 • 216/871·2160 

· R. P. Drickhamer, President 
.Full line of .connectors ;ind compressed 
'gas fittl,!fgs for the transmisSion of 
welding .and medical gases, gas . 
manifold systems and<preisure 
regulators. 

\\ 

() 
. , 
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Kenneth J. Semelsberiler 
Corporate GroupV"ic:e l>n!sident 

Veldc:ular Ploducta 

YEAR 
1981 
1980 
1979 

NEl'SALES 
$80,024 
73,259 
98,295 

INCOME BEFORE 
INCOME~fAXES 

$10,446 
8,836 

12,997 

Carefree of Colorado Division 
2760 Industrial Lane 
Bl'OOmfield, co 80020 • 303/ 469-3324 
P. M, Quatrochi, President 
Recreational vehiele awnings, screen 
enclosures and accessories, stor;ige 

. pods and mobile home skirting. 
Stahl Division 
3201 West Uncoln Way 
Wooster, OH 44691 • 216/264-7441 
-8. A. Crampton, President 
Truck bodies for utility, service and 

· . cable 'JV vehicles, tool boxes and other 
,accessory products'for pickup trucks, 
rescue vehicles and ambulances, other 
fabricated metal components. 

·' 
Douglas Division 
141 Railroad Street 
Bronson, Ml. 49028 • 5171369-~315 
W. J. Smith, President 
Hydraulic valves and cylinders, steering 
c:Olumns and couplers, trackUni& for 
military vehicles, parts for air ride 

· ·· suspension, other metal components 
" for. the truck and off-road equipment 

Industries. · 
•Powerwinch/Jason/Quikut Division 
217 LOll!I Hill Cross Road 

•Shelton, CT 06484. • 203/929-5371 
T. F. Kiley, President 
·Marine accessories. extensive line of 
, electric. and electromechanical winches 
' for marine, farm and automotive use . 
Valley Industries Division 
.1313 South Slockton Street 
Lodi, CA 95240 • 209/368-8881 
S. 0. H!>eper, President . 
Trailer hitches; balls, couplers and 
other towing accessories.Jan clutches 
and'oiPeoolers, hand Winches and 
.a~tennas for recreational vehicles. 15 
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" " Me••1ement R\Mew of Operations ud flmndal Pollltlon 
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0 

" Japan. These charges to earnings 
totalled S4 milli<in in 1981 aiid S6 
million for 1980. Essentially all of 
World Book's operations in Japan 
were disposed of, effective Detem-
ber I, 1981. · 
., The .. net income increase for 1981 

• reflected a 17" improvementin 
earnings from operations, SU~ 
tially higher net interest income 
and a~ in the special inter-
national provisions referred. to 
~.The eftec:tiVe income tax rate 
for l98f was.41t.9% CQmparedto 

· . 38.2% (or.the prior year. The lower 
tax rate !1119!!0 resulted prillllllily 
frOlll Sllbstalltial tax creditsif(>r 

. worlhlt!Ss stock.deductions and 
other foreign tax credits relatjng,to 
Worl~ Book's international opera-. 
tiQns. The principal factors that al • 
. fecled net inCome and earnings per · · ·· 

·• ~for 1981 are shown below: 

. ,-, : -_ ~ ~ ' '' - _- ·;,. -~ ·-~!_- - -;. -,, 

·· · . 1!111(1 ~as repartee! . ; •. 'i '" ................. , ........ . 

Net 
Income 
(SOOO's) 

F.amings 
P.er 

Share 
$23,069 . 

l~~)inl98lfrom: .. , .. 
. OperlliQjJS '· •• ; . ' '.·~·"' .. · • ' .. ; .• '" • ; ; . • • . . . . . . • . . . . 3,990 

"'· ln(erest lnco~.11et , . ~ ... :\; •.•• ,,, ., •.... -;,, ..... : . • . .4:729 
' ~watPiovisionloriritemBtionlloperatlons . . .... t,004 

·•nc0mt•~1nses: .. • . . . . . .. ·. ' .. .• 
· lntenilllonal operlllorinvorthless stock ••• , , .. • • .. .. . (1,916) 

, . ):1~Jilaliona1 losses not decluctlble; .. . • .. .. .. • • .. • .. . (l,607) . 
· . ~.ln\ieslrnenttaxc:redit. ... ; •.. . . . . . . . . . . • . . . . . . (414) 
· ··H"'""' "DISC'. ' · . . credi' . ··. ..,..,r . ·4!Xp0rt t .......... ,.,........... .353 

· ·AllOI~•,. ...... :.: •..• ~: •.. , ........ : .... : ...•. :. (141) 
. J.1eitltange •• ; ·> · .•. " .•......... ; ......... ' . . . . . .• 5,!198 .. 
•.. ~Ip average number of sha~outst~ding .. : .. . . ~ 

9i~t""'as~~eao ... , .. ~· ............ •., .• .... _. ,·:.: ... 1F9:007 
• ' ' ' - - - ' > ' ','(,: - • - :: .. ' - ,; 

,'•. 

$3.12 

.. ,~4 
.64 
.14 .·. 

(.26) 
(.22) 

. (.06) 
0 .OS 

(.02) 

.81 
;08 

.. S4.0l 
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. November 30 
1181 1980 

• 8,114 $ 8,917 
·'...-" ' i' 
·t~•:·• • -•. ,. • "~ ••• •.·• •• ·• • '~ •· •· •• :. •' ••••• -· -· ......... .. 

--·W 

" ~:-~ ~ ~ . · ,;:_,· •· .... ·• ........... . 
"f -~:t . ' - -,._., ~~ -· • ·'it·~· ... ,_;;;,_ .. "' ... ·- .. •--... -.. -.. , ... • .....•..... ·- ... ' .. 
. ;,;;lri.1~~1CCOUn1s Q 

~· < •"'\i 0 . 

.. A!t~·:·•-:• ~ •.• _.·\··_·-·· •_ ••• •-· -· •••. ,. •.• .• ·- .,.~ •••••.•••. ·-· •• 
:"~- -~- -· .......... •· .. -. o. •· • -•• ·~ ; __ •••••••••••.•• ·- •- • -· ••••• 
~ -. ' -

72.Hf 82,993 
21,171 , ,\· 287 ·' 

'57,212 50,586 

11,111. 22,671 
11,IM 12,015 

~-·~--.• -f" ~:-....... -.• •• ;;_. ~ ~- •. ~-- •-'• ......... ~. ·- ...... ~ ••• -.¢. ••• 71,111 80,195 
'15-~~ • •, ·-- •• -.--./~. t·· -~-· ••...... ~ ......... _"': ..... -., .v. ' •••. S.o'll 5,431 

L. __ . u 
, ._._._,. ... _,. ... _. •-'• -•; ....... •· ;.-....... -.. .... ·-·· ... . m..1ss 263,095; 

Vi. 0 
~~o-:.~-

40,TOZ 37,816 
'" 

12.127 83,609 

2,M2 2,658 6 

• 6,865 1,'670 
$415,TM $394,043 

i\ " 

" 

" 
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November30 

-· 1980 

"Ill.lit , .. ..,_, 
71,111 

111,'IM 
' 

0 

(jl 

$ '6,88S 
27,SU 
.19,635 
29,097 

7,606 
23,567 
' 3,158 
117,459 

7.316 
4,594 
~.s9s 

2CJ(964 ,. 

0 

9.238 
6,884· 

168,957 
185,079 

.$394,043 
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.;, - d1 
Oiibion Slllles • 'lft>as11y Shales· 

Number Dolll!S 

-,:. 

Q 

: .' ''g, -· \\ 
(26,563) 33 

" , 

9,471 . 212, 771 
0 \\ ' 

,~, 

J266) 
0 

o'\\ (25,!!!IO) 33 

0 
0 '%. 

" ,, 

' 7,~576,924 9.471 186,871 (233) 

609,525 (762), 
,, 

a 

,7,576,924 $9,f7<lf 796,396 $(995) 
._. '""'F-~'C+-f""· '~, - - '-,: 

; ~~~----•·•1..1·.i?....~ <; 

-~·_; .. ~;i-<~•", ·---.· - -. . • 

·.·.· ·•i'r"'· ' ~'itlillllllllllNM,;:_,~olthe~lllleinenls; -~J~>, .. ~..,.s...,.r -~: -~·, .. -~~I!".-• - . - -
' .• (l . . ~l ,. 

0 • 

~:~:- 1, 

'" 

// 

·. Additional 
Capital "' 

$6,238 

335 

0 

0 

Retained 
F.aminss 

$137,604 
34,096 

I\ 

Tula! 

" $153,014 
34,096 

368 

(12,510) . ' (12;510) 

0 

0 

0 

6,573 ' 

311 
.o 

~' 

6,884 

159,190 
23,069 

~ 

(13,302) 

168,957 
29,067 

(568) () (15,813) 

0 (13,003) 

$6,316 
" 

$!69,208 

-~· 

~ 

Ji 
,C.~ .. 

" 
o"'' 

a 
~ 

0 

0 

0 

174;968 
23,069 

344 

(13,302) 

185,079 
"29;067' 

(17,143) 

' (13,003) 

$184,000 

" 

" 
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~ StlltementOf Income " · .. ; .·. . . • . . . . . . .•. ,f. 
'·• .' 'nie Scott & Fetzer CQnipany and' Subsidiary Cwnpanies ' - - -' - - - - - - - . - ~ -·o- • 
~·;·· ... :; · .. · .··.. . ..····. . .· 
·;,;·. ,· ,@Jars inth~dsexcept. per share data). .... .. . . ·. «: .• . 

I 
;) 

- -, ,---

··~·· 
_- p.-

:fl 

Year Ended November 30 
"1981~. ,. 1980 '1979 

"~$il~e~~.~~~~.: ::;: ~: :: :. : : : : : : : : : :: : : : : : : : : :":: $656,386 $632,398 
,.., I>' ~ii 

i) $697,401 
(. ll 

393~208 .366,~!91 355,48§ ., 
" 289,~\95. 276,913 304,193 

235,5!J2 232,321 233,706 ---
,j_, - _. -- .• , ,, , ..... _. ---~-.,; ,; .......... -............ . 54,103 . 44,592 1a;481 

\\ 0 

X'~ • o~~~ Qf-flililJlce subsidiary (Note 3) .. ' ......... -~ ... . 
'''f ~;i . . . "!qctiiico!isonaatedsubsiiliaries and joint ventures ........ . 
---~~:-',;;~~{.~:~~-:~--'.~~;'.:~-~t-~ -~'.~-~~:-~.:~:~:#::~f~:~,:·~;-.,,~_~\?~);,:~_-_i ~ · .. :~-::· __ ; ·- ~ ;- -~ -_. ~-~: ~ -. ' .. _'. :,· .. :1-• ••• · •• :~ 

-• ~Ii 

;·16,8080 8,119 1,582 
'(9''126) (9,858) . (9,221) 

,1 ' ' 

(7,650)· (8,275) (9,598) 
4,244. . 4,43'4 4,662 

.(1,452) (l,674). (852) 

.. " 2,824 (7,254) (7,427) 

56,927· 37,338 63,060 
u 

1)14,269 27860 28,964 , -- . 

$ 29,,067 $ 23,069 $ 34,096 

$ 4.01 $ 3J2 $ 4.62 
0 

$ 1.80 $. l.80 $ 1.70 

7,252 7,388 .7,373 

0 

0 
<'- -·-" " 

,, 
--,_--IJ II · 

o G 

~---"-

0 

' ; ,'/, • r '~ 

.f·%~ .. 
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. , , .i ; ~$&'iih1 f'f!lie! Col)lpany andSubsi<!lary Companies ·. . ·~.. . 

··y( · .. (oonarsin thOiisandS> . 0 

" 

~. ':. ' . ' ' 
[ -'1-' 

I
,,,,, __ _ r ->,. ;: .---- "'' ,~ 

j-: . ;: -~~ -. ·- .c: 

·! . 

. I'_,\ a<;~_'_:, 

Year Ended November 30 ~~----.•.... ·• ... · ••. --~'-·._:_ : <'_-o· .· 
~.:n\'-' -'fit·;·. •!:::: ...... _ ......... __ ..,.,... ___ ......... _ ............. _...., ___ .......... _________ ...., ... _____ _ 
-;_- '..:'"-~,:'-_'-_·_.;-: .>:_~----~---_;fr'·-·r: .. <_',~> '\1:-:,,- :-:-~ ,-'._ - '~ 

1981 1980 1979 

SOURCF.SOFWORKINGCAPl'rAL··· . . 

' ' ' ·™~t::: .. , .... :.''··'· ~··~ .. ' ... \ .. ; . ~ ....•... '.{ .... ........ · · ' • t~J"~w~~Jmm,_.. .. , ... : 
~~ f#?in:~·~~Ql,IS'Of,'.diV)s•ons ...• ; .•..•.... , . , .... : ........ . 
.D!,~J®!iS11$l[1!~.·plantllndequipment, net ..... ·· , ; .•.. , .• ,,.. . , · 

~-~-;~l~~~;~~tii::::'.1 :::::::::::::~::: ::: :.:: :.· 
~y ./'. . ~;Ql:~St9dt under stodt !iptions , •.••• ; ...... , ••.... .".~, . , •. · .. · 

r.~.·~ · .. 1?00\er, ... :/~:f~i::: :.:: :: :::: : :: : : ::. : : : ::: : :::~~~\ :: : .: : : : : : : : /; 
f .. lJSESOFW(jlOObiGC>J>ltAL .. ·· ........ "·.·. .. .··• . 

0

. 

f{'' ~< fov~.~~n"1tn.~ licWCillcesto uneon5olidated subsiaia1ies '' ', 
r · . , ~191ntventu~ . ;•\ ..•. , ...... ; . , ..... , .........• , .. · .... ; .;, ... " 
~~} ": ~'!f; l>~lalMf ~Uipn:i~nl ~d (>!her net 115Sl;,ls O 0 II . . ·., . , . r ' ·. ' <>fcomparll' .···•.· .·.es·.~. u. •red .• , ·.·'·.'· •.. ; .... , .... ;·.·.· ............... :• .............. . 
,.,.:.'~·· ,\) . Add. -• .. . · 1 . . d . • . 
v ·· ·· ·.· ....... 1110.~Joproperty,p.antan. equipment.·•·.· .... : ...........•.... 
~·;; . > ,Netcu?:ent~,;ofdivisiQllS sold .,, ; ..•..• , .. -.· .••...... "· ......• · •. 
1:ff'." . ,,Reductton pf lollfl~!111 <fel>t . , .••.• ; ••... , ••• -, ...... , •. ,, n . "· ...... . 

h '°"PUrcll~of~?' shares ...•• ':: .... < ............ <:.: ..... : ... . 
~\;< •. • f..:ash.diV1!li!nds paid ... ; •.....•. · , .... :· ... '. . ..... : .... ' • .. ·~~ ......... '. . 
~,.· -'$ Other .. -~_._.,.~-·-""'~,.--.' .... :. ·--~-·-·'~ ......... -.· ...... -~-.-- ... -.... } ...... -~' .. . i' _: "·:-_·_:- --- .i_ _:-, - ' _· - _.: • ·- ' ·._ _:· " ' - ., ·- ' , • ·,- • t - ' ' ' . f;;, ·· .. Total.;:··:•·<··;·:····••·········:··•·,,•···-.;·•· 
i .. INC~E (DEC~E)IN WORKI.NGCAPITAL .0 ••• ~. , •••••. , •••••••• 
~:- - " .,~. : ' 

. 1he ICCOinpanYins nOte$ are an ln1esral ·~. ol lhe ftiiaritial sta1emen1s, 
' ' ' ' - _. - ,_ - :.c - .-. .,,.,._ '.- '< "'- .' -

' ', ·~' 
- .. _,,_ 

<;•', 

" .. 

$ 29,'067 .• 
0 -· 

(1,45.1) 
'I0,053 
' ,164 

·~" 38,253 

1,800' 
1;&34 

<"'211 
---1.l' 

42,098.' 

'l,435. 

-
11,457 

1,684 
2,. 

17,143 
13i003 

269 

$ 23,069 
(386). . 

9,022 
1,768 

" 594 
~. -(-, .-- .·. 

34,067 ' 

-
671 , 

344 
.72 

~ ,_ 

'• 35,154 

• 2"000 ,-• - '.' 

14,651 
._,_ 

2,751 ',. 

13,302 
15. 

" 
$ 34,096 

(2,664) 
7,940' 

'' 1,253 
570 

: 41,195 
6,9t6· . I 

819 
l,768 .,· 
2,992 '· ·, 

40,000' .; 
.368 .' 
355 D'. 

·"~"'----
·.!!4,413. . .. 

'..~-. 

' 6650' ·' _, Ji 

26,375 
524 

'"3,690 

' 12,510 ''. 

'47~685 ' 32,719 49,749 

' $ (5,587);;;4?>J 2,435 l 44,664 

" 

·~. rr/ 

.· j 

-- ·., 
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· '(ola~tecl S.-~ent of Changes in Flnanclal Position (continued) 
'(DOlimin ~) · · • 
~-! ~. •' .• -;;-. 

,. 

-, - . ' ;:-,··: 

·~~ ... ·,~~!!fihefinandal~is..' 
--.-.',,-;,• 

,· ·~ 
j' 

,·,, 

.. ,. 

" 

" 

\\' 
\\ 

, 

. " 

,, :year Ended November 30 
1981 1980 1979 

$ 10,152 $ 28,992 " $ 8,301 
845 (16,422) 15,021 

(584) (20,450) 16,740 
"55) J293) 1,633 

2;379 l,584 (1,354) 
. (7,083) 9,Q,46. 4,993 
(6,795) (2,525) (6,231) 
(4,702) 3,244 5,519 " 

1556 f741) 42 

$ {5,587) $ 2,435 $ 44,664 

"' 
(•' 

0 

,,, 

'" 

i• 
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. . " . Cleani~Systeijis&Household.Prodllcts •...•.. ' ....••........... 
· .· :. • ·.. .. . ..\JnconsOlidated Financ:eSu~diaiy .~ .... \\ .•. , ; ......•....... 
~J;;!". ' . . 

(.r· .. ·.·.

1
.· ..•..... / · 

0 Edqca~ &:lnformlllionS~el!IS ~ •..••..•..• ~ ...•. '. .. ,, .. : •. ~ .. 
~· . . QnconsOli&ted Finallc:e Subsidiaries and . .· . 
•.'· · ·'~ Joi.ntVentu·res ••.••.•.•. , ..•..••.••• , ........ ~ .•.••..•... 
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~ ' _I( .. 
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r~\ ... 
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{• .. ·· ... · 
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Year Ended November .30 
1981 ° 1980 \\ · 1979 

$118,020 
:a59,aot 
90,324 

· 124,~. 
8082•. • 

(18,429). 

$8$6,S81 

"-::' 

$110,583 $124,126 
262,965 260,071 
79,390 85;186 c 

116;428 145,673 
73~2$9 98,295 

(10,227) (lS,950) 

Q $632,398 ·> $697.~01 

,, u . -_ _i-

$ 1.1#1 ' s 15,394 . 
(1,UI) ., 0 (192) 

s 20,286. 

lS,415 
S,898 

4,370° 

10• 
'. 13,151 

lo,$57' 
104" 

• • 
·59,892'· 

(2,Hs). 

$~Z7 

l.45,831 
(905) 

44,726 
0 

112,So4 " .. .. 
·. 31,374 

143,178. 

37,513 
·11,213. 
34,455 
82,139 .. .., ... 

-___ ;' . 

~15,202 

2,742 

3823. - , ,_ 

" . , ! 

6565· . " 
n.sdi 
4011~'. 
8:83~ 

46:421 
(9,083) 

$ 37,338 

, $ 39,741 
. (i03) 

39,638 

108,10.3 

" 28,747 
136,850 
33;345. 
67,646. 
.28,605 
87;959 

$394,043 

20,286 

9,224" 

4,026 

"· 13,250 

14,046 
11,233. 
12,997 

71,812 
t;.} ,c 

(8,752) 

s 63,060 
i\ 

" 

$ 5$,32'7 
.""i 

. 55,327'' 

104,142 

29,061 . 
133,203 
. 37,615 
. 81,763 
37,J99 
50,369 

$39~.376 
0 

" 

" 

,. 'j 

" 

,.,, 

,; .-.st; __ ,. · µ- - _fl .- .. Cw~~·'-·'•'••..:~ .. ;"i;:~ 
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J,. __ :_ ' {' ~al!fzfF $• ... al information by Industry (continued) 
i;t ~Scott~ F'e!Zet (:cimpany aild Subsidiary Companies 

· (D!>ll11&1n~> 
. ' ._ :, - ." 0 

_.,,,,._ 

·, 

~ u ~ 

~--- -. Biii'lilir'i'sr'--·lill~ ._,............__. ... Area 
t ..... ··_"_"_., ······.·., ... ·_. ·-.· '. : . u1 -~.-.. ~:;.'_/" ~ ... t~· .......... · .. · ... ··.,_·. ·' c .. . . 

~ ... NE11'SAt.ES Atso OTHER REV,ENUE ' 
, UnitecUitates .•. · ........•............................. ;· ...• 

-~-:·F~igR -~ ~ .- •- .~ -~ ~ : .... ·: .• ··: .... _ • .. ·· .. -. -· .!,, ~ .... -~ ..•. -......... :· . ~ . -· ... !' .- • 

Int~··:. t..--~· ·',, ._ .,. ·-· ••• _. <~-..... -......... , ,~ ...... _ ~ ....... .:--. -• .. -.. . 

\'' JJM~~~ .•.. ·. •· . 5 •• H ••• ••• : •• _ _. ••••••• ; ' "' ......... , ..... .. 

~-~1l!llll ·:··. ··~· .. ·:·' ... , .•.•............ ~· .... ·~ .... ; .... . 

~.· , ;~l!EXpep~~8'1d Net Interest .. · .. ; •.. ; ....... :,:: ........... . 
l'l . ~ . ;:~-.)~\- .. - - - ' ' 0 ~· , ;•" . - • -, . ~' 

> ' .-·_ii. __ ,; . _:; 

Year Ended November 30 
1981 1980 1979 

"• q 2,133 $ 1,677 $ 4,786 
1,117 
2,218 
S,096 

3,196 
4,744 
9,421 

'!- 1,092' 

2,329 
2,379 
3,203 
1,235 
3,828 

' 2,323 

c 

;n· 

1,701 

$ 11;.t57 

$ l,881 
1,850 

c 
1,345 
2,708 
l,CM9 
1,Z22 

$ 10,053 

$ 14,651 

$ 1,835 
1.797 
1,133 
2.~ 

'.~ 1,02$ 
745 

~ 

$. 9,022' 

.1,905 

$ 26,375 

$ 1,646 
"l,701 

956 
~.163 
'1,013. 
. 461 

$ 7,940 

' Year Ended November 30 " 
1981 

$111,331 
57,337 

(12,282) 

$151,386 

. $ IS,341 
(S,454) 

59,892 
(2,915)' 

$ 51.927 
:,_"' 

1980 

" 
$579,680 
~.390 

(10,672) 

$632,398 

$ 48,611 
(2,190) 

46,421 
0 (9,083) 

$ 37,338 

$350,989 
43,054 

$394,043 

1979 

$645,801 
63,217 

(U,6)7) 

; $697,401 

$ 69,697 ' 
2,115 

71,812. 
(8,752) 

.$ 63,060 

. $352,065 
43,311 

$395,376 

\' - - ... ;, ' . . .. ::' ,,,_,-- " 

~--

"' . 

27 
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.fiiiiC-0.ldiitect f'mwt.. Statements 
'ilfi'IK'~~ per sh~ data) · • 

Q ' -

:: 

I. Slplf'.ont A~tlq Polk:lea 
-. - • - ' u - 9 

Redass;lkations - Certain amounts in the 1980 bal.ance 
sheet acc:Olmts have been. restated to. correspond to'''1981 
a&:oulit Classlflcali01l$. · · . l1 " 
~dCQnsolidadcln '-The consoliaated financial 
·~lits include the aci:ounts. Of<Call domestic and 
:~.~~diaries,· eX<.'t!l)f(Cfttlie fipance and insur-

. ~:.slil>sidi~ries . and. jOint ventur'lls which ·are· carried 
·. on t1ie ;!Nuiiy basis,, lntercompany balances and trans
~~JiiV!! bei!n elimi~ated .in .consOlidation. ·. • · 

. ~"'liiliifnuestm~ ~short-term investments, prin
~ ciPlilY·:~al pi!per an'ci government securities, 

. ~~~~~'CO;str-Wliich appt9X1mates market value. , 
· ... · JliSiQJllJtenUilsr~·.:.. ..... r r11 · . ·th • d s1 
, ... ~~ :.,;., .··.··•·~. n ~. ance w~ m u ~ 

~: ·• :;.· ·~·,~· ~l"!~/lt receivables are included m 
),;;'.'.' , · .~~t~ .. -•p<>r:tions of such accounts due after o 

.:•;; 

0 

~n~1Jr::::vc:~ie:~ag:t~~m~;t~a:i~ · 
,~,-..... ,,,F_- ti""iJ..r - : --, .. 

. ~~.!~1~ _ .-~-- 0 
_. - ':-. -. ;-_ 0 

· "PiOflts Oil illStallment Sales. are credited lo income at 
th~ ii.me or sate. Mo!lthly finan\!e charges levied on..sub
sflntill!y all domestic illslallm,eni accounts are credited 

··.· 'tO iiic:oille.C!Ver the lives. of the contracts, after deduc!ing 
a ~on for e5timated. ulicollec.;tible charges. · 
ln.uent(Jfy Valuation ~· The last-in, first-out· method of 
invelltory valuation is used for approximately 84% and 
78\\! of total}nventories in 1981 and 1980, respectively, 

~· The {emainiilg inventory is valued .... at cost. Inventory r ·.· valuaifons are at the. lower of cost or market. 
( "!'rope~ Plant and Equipment - Propeey, plant and 
b · equipment ·is stated at cost. Expenditures for· routine 
r;. .. . m'aintenanc:e and. repairs 'are charged to income, and 
~.~ .·.·· . n1aj0i' replacemen~ and betterments are capitalized. 
"' When asse1$ are retired or sold, the cost and related 
~; •· accumu.. lateddepreciatlon and amortization are removed t 
;~. from the accounts .. and the ~µlting gain or loss is in-
r, _-, ... ·\,cludedJn_iilcoine., 2 

;; The straight-line method is used in the computation of 
"depreciation and amol'ti~t\pn for financial reporting 

purposes. Depreciation and amortization rates are bilSe<I 
onJhe estimated u5efullives of the assets, Q 

(, 

~~~. 
t•' ~cess Cos/°'1erFair, \!~tu~ oi Assets Acquired....;. Th,e · 

excess COst of "investmenfS 'over fair value of ... assets" .• . -- - c·; . 

acquired is being amortized on a straight-line basis, prin
cipally over JJ40 year period. 
Income Taxes - Deferred income truces are provided for 

" timing differences between financial and true reporting, 
principally for income recognized from installment ac
counts receivable, depreciation and accrued expenses. 

Investment tax credits are applied to reduce the. pro
vision for federal income truces in the year the credits 
arise. (, 
Pension Plans - The Company·~ policy is to accrue and 
fund .the actuarially'determined pension cost, which in-

" eludes current service cost 'and prior service cost that is 
amortized over periods ranging from 15 ·to 40 years. 

2. Inventories ,, 

In fiscal year 1980, tl\e Company adopted the last-in, 
first-out (LIFO) method.of invento'Yr valuation for several 
operating unitsJhat had. previously been reported under 
lhe first-in, first-out (FIFO) valuation method. This 
change resulted' in a $1,385 redu\:tion of 1980 net earn
ings or 19 cents per .share. The Company believes that 
the use of the LIFO method for inventory valuation 
results in·a better matching of revenues and their associ
ated costs. 

At November 30, 1981 and 1980, lf all inventories 
valued at LIFO costs had been valued at FIFO costs, net 
income would have been.'increased $2,116 or 29 cents 
per share in 1'981 and $2,246, or 30 cents per share, in 
1980. Included in these amoµnts were the results. of in
ventory liquidations of LIFO quantities carried at costs 
prevailing in prior years. The effects of these liquic;lations 
were to increase 1981 and 1980. net income by $680, or 9 
cents per share and $2,173, or 29 cents per share, respec-
tively. 0 

If FIFO costs 'had been used for inventories presently 
valued using the UFO method, inventories would have 

. been $27,354 and $23,205 higher than reported at 
November 30, 1981 and 1980, respectively. , 

lnve. ntori~ at November 30, 1981 and~80, consisted 
of the following: · \J . 

n 1981 1980 
_ Raw materials., ...••••••• , ... _ •......•...• 

Work in process ......................... . 
Finished goods .... ' ........ • .... • • .. • ·.:· .. 

'.\ 

$26,067 
27,830 
25,714 

$79,611 
= 

$28,514 
28,6~6 

.1M!!1 
$80,195 
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4. Property, Plant and F.qulpn,-t · . 
Property, plant and equipment at Nove\Tlber 30, 1981 

· , ttie invi!$1rnents in ~d ~an~ to whoUy.:Owned un· .and 1980, consisted" iii the following! · · 
i\:: ~!&l\datOO subsidjatjeS and joinl ventUl'e$ in Which '•• " 1981 '1980 
' . · ... :ownetShip is 50~ or less are .carried onthe equity ):Iasis Land l{ld laiid 1mprovemen1s ........... : . . • s 4,436 s 3,493 ," ~a afNo\temtief30; 1981 and 1980, were 'as folloWs: eundlns5 ... , ..... ·' .. .. .. .. .. .. .. .. .. .. 25,546 24,559 
"' o 11· · · · · ·· " ·• • · · · · · · • · ' Machin..;; ind equipment. .. .. • . .. • .. . ... .. 94,862 89,065 
, . < '' . . , . ' . • 1981 1980 ,., 14,·~oo o• 14,.018 . 
. 1 Fl~su~.;.,.................. $30,614 · $28,644 . Caj>itallzedleases .................... ; .... '' 138,; 1' 131,135 

· .'WiiM·llOOicU"'lliSurlnai .... ;............... \ 10,233 · 9,172 Accumulateddepreciatlonandamortization ,,
9 

56.105 47526 
Joint.*"iu .......... ,. .......... ,. •.. ~.... · .~. -- · · 0 s 82,827 s 83°609 · 
· · ' , G ·. ·.· . s.to,702~ . 

• The co~lidatedbalance sh~t induaeari;-amoonts . s: Unes of~ .\ . . . ': .' 
, ':•lecelvable fromJ.incdilSollC!a~ subSidiafles of $2,llS · . The. company had ~k .credit lines available \lnd~r · 

~ , ··and•.4,454 ~tN~vemtier 3o, 1981anlf1980, ~vely. · contractual ·arrangements in the .United States atla 
. · \VQrldJkiok Finance, ~. ~Fl) provides funds ptjn· foreigp countries at November 30, 1981 and 1980 as •• 
J ·CiPl!ll'a9 fin~ih~,~ffi"5tlc iri5tlllfment ~ivables of folJows: . . . 

. '.:' W1>rlli~b9ok; lno l!f$J~~ly'<iwned co!ISQ)idated subsid,i- . , 
, .·•·. ary,Unitf!(I Retail,,Fi~·O:>mpany;;ptovi~ funds.to " · 1bta1,credltlines: 0 ~ 
:•.···. finanse. the install~Jit, ~iyal).les f~ril cllStome.rs qf llomeslic(~ln 1981) •.•....•.••... 

1981 1980 

f .$50,0QO 
I0,49ll 12,798 ~' ;tile Kirby divi$i6n distribµtol's. 'l'lte Company .ls obli· " . c:=:iei.! ~:i·~; · · · · ··· · · · · · · · 

·.i? r:."~ ... · .... up···r: .. ·rc:. ~ts .. ope" S:m.tic.·:'!n~~.~;:~i:::sa;.~:. ~e.· ":::°.:::::::::::::::::::.:::::::::: " 4:506. 6,885 

;~; .• are at 1'1!51150% of fix~ charges, primarily interest The The company paid a commitm~nt fee. at t.he i;ate .. of r '· •an)OUn~ provilfed WE!~ $7,ll50 in 1981; .$8,275 in 1980 ',~%'per. annum'.on unused 1~om.estic. credit ltnes out· 

,··-

~: and $~,S~ in 1979. The CUf!entUability for.~ferred in- standing. Various commitment fees up to 1\.2% per an;· 
:~· : ' come taxes i,n th(! c:Qnsolida\~ bal~ce sheet includ~ num al'!!. paid on upused foreign credit. lines. 
1 ~., amounts fl!lcil~ ,to i~all~nt recelvables financed by 8. 

1 
.._..,_....:' ......... n.;.,.,&.. . . ~ ,;;.?,.=·' 

:i··· .. ·. WB~Sµm~arized fm~Clalstatementso.fWBFlfollo.w. ,, ........_ .• _ ~ . . . . 
I , • . NOvember 30

1980
.. _ ,,, The major components of long.term debt at-November 

~I·. .· . , .· 1!181 30, 1981 and 1980 were as follows: · 
i: ,t ~c:a!l'liequl;~;.,.. ................. $ 42,340 S. 28.048· " ' 1981 

· · Fllllr)<e n!<Olvabl<s, nt!I ol allowanree . " 9~% Notes, payable In annual inslahmenls ·; 
· fofcredit losses .......... - ........ , .... ; 89,518•i• ·75,713 o1 $2,500begl,~nl'18191i3, du~ 1998 ...... .. 
Other~ ... .;......................... 1,639. 323 91\%Notes,®e1985 ....... ;, ............. . 

f .'11JWAsset5 ..... c .. ,:............... $133.497 $104.084 ~1:~':':4".'is~l':lu~ '• .. 
·.• a.;...:w--o: .... .. ~;..;;.a,... 1-"'"'I .. Is th .1988 - - " -• --- .......,. ,...., men ru. • ........ , ......... 
Actounls payable and ol~er llabiillles .. .. .. .. $ 4,917 ° $ 1,571 Cal>italized, leases With Interest .rates · 

' . $40,000 
30,000 

!871 

1980 

. '$40,000 
30,000 

1,914 

~' . eayalllestoallllilledcompany. .... .. .... • .... 1,697 ••69 from 411% lo 151'% due In ln51allments • 
,, current porll0111il loi,.:teqn debt; ........ ' .. 2.625 .. 2,625. thru 1989 .. ' •• ' ............. :'. ...... : . ' 6,030 o?!;\81 r ~·rinc!Obt ........ : ....... " ...... :·.,. 92,125 69.750 ,, ~$76.901 $79.595 
•"'' Si:otfl'etzorequil)I ............ , ... ,........ 32.133 30.069 . .· :-. --,,, 
~· · ibta1uabliilH!sandEciull)I , ............ · · 1133.497 s104:Dll4 Tne 9~% and 9~% note agreements contain cov· '" 

1981 
$ 15,1.39 

8,426 . 
2,500. 
2,149 

s :1,064. 
~ .. 

1980 
s 11,550 . 

7,i5s 
813: 

1,786. 

. s. 1.793. -.-.-.. 

1979 
s ll,011 

7,224 
J75 

1,768 
s 1,8« .-.. -... -. 

·e1fiants regardiiig in~ in. debt, !,riltiimum asset-to-
" debt ratios arid the· extent to. Which dividends may· be · 

paid. Under the rnost restrictive of the\debt covenants, 
. retaine4 earnings avaiiable•for the payment of dividends 

amounted to $41,515 at Novembe.r 30, 1981. · 

iJ: Q II 
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" 
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0>.tal! :ailte.matutltieS Of ·~rm>jlebt during ihe five s. StOck Optloaa 0 ' 

. /'iifr.···.·~. ~-. 'pd~]"ovelnber,: 3~. 19~2. th. ~ougl\, 19$6 are T~e Com~;\y'S 197~ and 19a1 ~tock Option Plans ~ro-
,, ,$2,tlOf.. A,429,._$3,9,24, $33,891,. and, $3,467, respec- v1de for tne granting of options' to key executive 

, '~~· . · ' " .. . · · employees to purchase sha~ of the Company's com-
. · & 

1 
I ~.:; mon sfock at not ·~ than 100% of its fair market value 

·• . T•ll'.e(, ti . . 0 

·.. . · . , ·· · · , ·• . ) " on the date of grant. ,The 1981 Pl. a. n, adopted by the 
· . · .. ~ .. n~ii<i:'"' l ·.·· . C:el'tiiit• ui ment, office$. ware- Board. · · .... D1'recto.·· rs. in Novembet •. 19. 81,0 is sub1'ect to . · .} 1."'lfi"'~~I ... ~ , ... ,,eq p , I ., . w 

, ' :;ll<M:,~~~~~::tfiCl1~ .and machi • ·, =~ol·nde· ~~Ws~, ;~=~~~~':'.:~::/~ss~:: ·· 
· . ··· :~• · flte1~~!$>~:iiij(f/s to 8 = tions intended to qucllify as "Incentive StockjOptions" as (' 

'·""· ' : • '. ;~~Y: 'ii,,li.@Oils.to purchue defined in the Internal Revenue Code. Alfthe outstand-

'.1t.·~· J-~~~.··~C:ss~.w~r;: a ~~°'=:::::!:u°rthS::~:~::e~:= " 
.. ,, '··~'lei'h.•~.~.li-K.•. ~ ..... · ~.: cou." ... nted .. for'aRd. 'amo. 'rtized.· ,,", oneyeara(terdateofgrantandexpirelOyc!atsafterdate 

g,,.,,;:~1 .. ~ .. ··~· -"~·N·.;.._..,.:._.,_ 30 . 
198

• 
1 

of ~t. ~o cllarae to il),::ome ls made by the Com~y 
Im .....:U ill UYCUIUCI. ' 'With respect to Options lil'('.llted. . c 

::~,, -~~~:flii~, . · .. ,, ·. ·.·. 1~1
1 

\\ 

1980 
Both Plans permit the 11t1anting of stock.appreciation 

·· ~ls to 
0

~ees. ~ of Nove!llber 30, 1981, no suCh -.· :·~~:~~:~··~:.~G;'2~r::·~·:·::.:·::;_~--:·:~i-: ·_ ':9,: _._ n:I. ~.= fiPts had.·-~n granted. ., 
~liid--ll!!rll, ,,.,................ 4.255. us1, · Ch~in optiOns OUl$tanding under the 1973 Stock 

· l4 Oll8 · 14,018 · ()ptiOQ Pian during the year$ 1979, 1980 and 198Hollow.. _ 
AO::un»e"-·~-~.-~ ..... --.... :'.·.·~~ · ·1:m &.515 ° '~,,_ - · -~ OptionPrice. ·-··-

. . ·, "' " . S' &.4e6 S 7,503 . Shms • or Ranae · 

s~ " ·. •Ei,it!!~·nunim\l,lll leafe J)aym!lgls Under noncancel· . =...~~ .. '.~::::::::::: , I~::: SI05~3t~?/8 
, , ai>le;teues ,at November 30, 1981. are. summarized Exotdled................... ~.563J 10 518- 13 118 ;.:. beiiw· ' •, ' ... ' . ' ' . " . • . ' '· ' clnceued.............. ....... (15.000) 191/2-26 7/8 ' 

~.' ._'·yj.~' ',·,A ....... ~··. """!, Openllnc,·,, __ " NoYemller3o,1979........... 220,875 IOS/8-267/8 
~· ......,__ ,., - - GnniOd ........... ;.,....... 105,900" 231/8-231/4 

~
f'i. iil82. 0.,., .. ,, •• ;,,.,.0: .. ,/; .. ,.,; .... ,. $ '2,437 $ S,710 ID Eleldled .... _ ... ,. ... "....... (25,900) .105/8-137/: 

l•.•.:· .. '''·\'~ ..... ; .......... ;.,............. 2,365 5,238 Cwelled .... -................ (29.000), 13718-~7/ 
1914 ...... \, ............................. ,,,1,692 4,741 November30,t!lllb ........... ,211,875 23118-"'l&,7/8 

~· · ·. , 19i5 ... : .. »:,. ........................ ; 1,52'4 4,273 Gnnte•I. .•. :................. 5,860 28 

l
· .. ·· .. ·· <19ii •. ; ... :

1 
..... :~...................... 979 2.549 ~ .. .,; .... ; .. ;....... (14,300) 231/8-267/8 

,. ~,... •• : .... , .......... ,.;............ l,164 5,860 ' November30,1981.,,.......... 263.435 231/8-28 
..• '' 1'.1~1e11epaynient. ......... :... 10,~61 -28,371 . ' ' 

~;· · . "' .... ~ ...... - .... :.; .... '... 693 At November 30, 1981, 198o, and 1979, options exer-
c,•·. Netnilnlmwn1-P11Y-........ ,..... 10,1si'. s 21.678 clsable under the 1973 Stock Option Plan were 139,264, 
t ' ·" Leiie.ilmliiidelecUlolyaJ11s... .............. 78 " 79,869, and 71,00111 ~"ljvely, and 514,213, 514,213 

'

[··.· •.. · .... " .,__.~~._. ........... 2
•
340

" and 540,113 sltares were reserved for issuance. Shares . .,._,. Vlhlod lili, mlnl111um 1-
. P9',iiltnlsun<!llr.capilil .... - •• , .. • .. • • • • 1,143 , available for future grarlts under the 1973 Plan at the end 

1. . . Ltiiaiii.,~alllflldciiil ; .... : ....... .,..... 1,113 '" .. of each. of tl)e th~ years were 250,778, 242,338. and 
t .~aP111flooieati1fllllolll....... .... i &.~ 319,238. · · 
1.' " '\~rent expelise for non~able operating leases Pending.shareholder approval, there were 69,490 op-
~. •: · . •· ' for the years erKled November 30, 1981, 1980 and 1979 lions granted under thel981 Stock Option Plan at an op-
~ were.ls.follows: . ' tion price .of $28 per share. All of these options were 
' . .. · o 1981 t 1!116 1979 outstanding at year-end. No options were exercisable 

·~.· d'-'·',~r:.· .. ·.·.·.·.·.·.·.".· .. ·.· . s &.1o3
1
',,,,, s 7,062 • 4.956 r- •shunde~.ttaet981Plrvedanat~o!e!11ber30:.1981while500,000 

,,_· . - ~ • . ~ ares were l'eSe 1ur 1ssµ.~ce. 
'"9i'nnt ' iLiol! ; .... ,, .... '.. • . s e;m ; _• e._ess_ . _• 4_.173_ 
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. ~.;.~.taxes were as follows: . 
- ,.,. ~"· : i98t . ·' 1980 1979.: 

~ 
$ 19.~, . if ••a $' 30,575 ~. ~lS9 

3~ .. , -· lf2o_343 1~. 3,051 
2,190 "179Il I~ 

25,972 fS.'745 033.230 

• "' ~· 0 ' 788. (3,244) . (S,519) 
1,ioo· 1,768 1;253 I 

,'1;Mi. jl;4761 =!4.2661 
•:s'2718i0 $. 14;269 s ~9641 

·: - /i 

" 

0 

" · Tll:e deferred income tax provision resulted from the 
fqllowing: '" " 

:w 
1981 1980 

Aa:e1eraleclc1ep""';a11on .... " .... s 1.os1 s 1,892 
Expenses deducuble follai< . . \ 

\\ plirpoeesWhenpald ......... (1,366) (4,403) 
I\ · 'JUes ~ on inslallineni " 

)· · __ .slles-.-.. ~<-_ .. ;-~tr ........ ,_,,.~~ .... •. 
. 'lix rile dllle!ential on 

inslallmentsales profit ..... " 
Sla!e andlocal l11C011te/franchbe 

2,078 314 

tax 11m1na differences .. • .. • • 130 338 

1979 
's 1,253 

(\ 
1,086 ~' 

(6,465) 

(683) 

261 
282 Ot.\iet;,llet •: ·~· ••••• , .. • .. .. .. . j5) 383 

. .. . . s 1,888 . s .(1,476) . $•(4,2661 
0 .··. _. ' ---. .· . . . . - - l) 'h . . . A 0 0 ' < • ' ' ~%. " ' 

· . '·The effecti11e total income tax rate wM 48.9% in 1981, . 
_3,8.2% ill 1!)8o and 45.9% i!1 l9.79. f!t~f ifference bti- . 
" tween these rates ·arid the statutory Umted States federal 

,_ ' ' - -· - ' - ;• \\ 
inC9nie ~ rateJ46% in 1981 and 1980; 46.~% ~n 1979) 

· resillti:d fromJhe followi1111: · 
.1981 1980 1979 .·, J, 

M". 3.3% 2.6X 

(1.5) ~-4)' (1.5) 
. (J.7j • ( .61 (.6) 

2.8 (1.2) .2. 

~-- (5.1)• 

(I.I) 
1:s1 .2 .I 
2.!ix f!.8jX (.3jX 

U. Dllpoeal· GI Operatlona ~ 
Effective 'December 1, 1981, tlie Company entered into 
an agreement. to dispose of. essentially all of its World 
~It. lnC. operations .in Japan.· _ 

,, Durill!l 1981 and 1980, the Colflpany charged opera-

•\ 
\1 

• lions tor $4,000 and $6,000, respectively,. to cover an· 
ticiPated ~ relati!l!I to this di~ and other aspects 
of World .Book's international operations. Thl!Se charges '" 
primarily represent estimated future losses on the 
realization of net asset values. 

12.BallantS peat...._tlon" · .·· .. 
lnforll)~tion·'Yi~· ~ to,µte Company's business seg. · 
ments iS contaifjed' on pages 26 and. 27 of. 'this report. 

Segment data fo.'J 1980 and 1979 ha.~ been .. restated Jo 
mteCt Uae. real~ment of operatill!I units initiated in 

, l?B•···~~tionally, certain financial data. of unconsoli· 
!Wed firlance subsidiaries al)d joint ventures have '1een 

. ' . . . . . . 

''.i~~~ . ..:...~"'"'"'~-"- --· -- ./_ ..... ~ ..... , -, 
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included With !he segments with which they are verti· 
cally Integrated. m 

World, Bogk Finance, Inc. (WBFI) is a wholly-owned 
unconsolidated. domestic subsidiary of World Book, Inc. 

~ ~ - :·" - . - r) " I/ 
(WBI}. WBFI has a. wholly-owned domestic oonsoUdatEid 
subsidiary, United Retail Financ,e Corqpany (U~. 
which was OQlallized iri }980. URFC is vet\ically i~ 
tegrated with lhe· operaticins of the Oeaning Systems·~ 
Household Products $egment. , ., · , 

W8l ha$ a wholly'owned unconsolidated foreign fi. 
'ilance subsidiary anctaL'IQ maiptains two domestic joint 
ventures Qli the equity basis; These entiti~,' and WBFI,. 
excluding URFC, are vertically integrated with .the.Edu· 
.cation a lnfOrmation Systems segment. c 0 

lntersegment and interarea sales are accounted fQr at 
" ~ ~hich generally approximat~ fair market value. 

Operating earnings are total revenue less operating ex· 
penses, 'excluding, interest, general corporate expenses, 
and. earnings of the I~ insurance unconsolidated su~ 

' .sicfiary. . . \ 
.. 

(\ • ' ii 

IS. Cciitd' l!ltu.bllllln .. 
The Company is a . defendant in. several lawsuits and 
other claims which, in the opinion of the management, 
will not have a material effect on the consolidated finan
cial posiliOli and consolidated results of. ope_rations. 

-~ 

14. Qru'leil) Wua .. tloa (Unaudited) 

a 

, other rwenue ."~ ..... . 
" c °"'"" pnifit ........... . 

Net income ••.••••.•••• 

1981 F'l9Cll y.., by Quarter 
Finl Second Third Foorth 

$163,687 
67,596 
8,052 

$153,639 
68,870 
5,548 

.75 " Elmln&s per shan! • • • • • s 

$17~,581 
74,~4 
9,068 

$ 1.23 

$163,479 
78,805 
6,399 

.94 S Ul9 S 

N<l-...111c1 
. olher:·"""'ue .... · ... :''." °""' pllllil ..... .' .... . 

Net Income. ,. ••••••••• 

·· 1980 F'l9Cll Year by Quarter 
Finl Seconc! Third Fi>urth 

$162,681 
67,312 

5,824 

$177,745 
79,315 
7,552 

$139,031 
65,026 
4,428 

Eln]Jnp per shan! .,". .. s .79 s 1.02 s 

$152,941 
65,260 
5,265 

.71 .60 $ 

" 
0' 

. " 

c 

(} 

IS• Impact of lnftatlon on the Business (Unal!dited) 
The Company's financial statements are prepared on a 
historical cost basis. This basis does,,not account for the 
effects of inflation, either general or specific, on the re
sults of operations 'or changes in financial PQSition. The 
following supplemental financial ·information has been 
prepared in accordance with the experimental tech· 
niques of Financial Accounting Standard No. 33. This, 
standard requires computation of certain supp)ementary 
information' utilizing two methods, constant dollar and 
current cost. " 

Both of these methods inherently involve the use of 
assumptions, eStimates and subjective judgments and 
should not be. viewed as precise indicators of the effects 
of inflation on the Company. " 

The constant dollar method was computed by adjust· 
ing historiCat cOsts for changes in. the purchasing power 
of the dollar as measured by the Consumer Price Index 
for All Urban Consumers. The. current cost of inven· 
tories was based on the first-in, first-out assumption. as to 

·· . inventory usage, The current cost of property, plarit and 
equipment was determined by application of the Engi· 

0 

· neering News-Record In~ for. building$' and selected 
Producer Price Indices for other fixed assets. The Com
pany's use of tbe last'in, first-out .. method of inventory 
valuation for most locations minimized the adjustment 
to cost oi sales under the current cost method. Depreci· 
ation aWlicable to bOth methods was computed with the 
same asset lives and in the same manneras are used in 
the primary financial statements. " 

Since inflation adju~ments are not d.eductible for tax 
purpqses, no adjustment was made to income t:ix ex· 
pense, resulting in .. an effective tax rate of 57.8 % for cur· 
rent cost basis net income and 62.5% f9r general infla
tiO!ladjusted net income, as compared to 48.9% in the 
primary financial statements. 

The inflation~justed data clearly points out the pro~ 
I ems businesses 'face in modernization and growth. The 
<;ompany is continuing its programs to monitor cOst con· 
trots and to improve productivity of all assets. 

, .. 0 

' 
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1981 

$656,386 
656,386 

16,747 
2.31 

•. 245,701 

20,301 
2.80 

241,089 

(389 
2,140 

t.80 '_ 
1.80 

28.25. 
s 27.22 

11 27o.s · 

.tJ. "- \'·. 

$656,386 
"366,691 
289,695 
235,592 
54,103 

0 15,356 
(9,126) 
(7,650) 
4,244. 

\)56,927 
27,860 

s 29,067 

10,053 

~ 
48.9% 

$184,000 

,, 

0 

' 

Adjusted For 
General JnHation 
(Constant Dollar) 

$656,386 
377,437 
278,949 
237,166 
4),783 

" 15,356 
(9,126) 
(7,650) 
4,244 

' 44,607 
27,860 

s 16,747 

_!1,970 

~· 
62.5% 

245,701 
s 2,140 

" 

Adjusted For 
·Changes in 

;-, Specific Prices 
· (Curren! Cost) 

$656,386 
373,834 
282,552 
237,215 
45,337 

':\) ([) 

'';'::::- 15,356 
(9,126) 
(7,650) 
4.244 

0 48,161 
~27,860 

$ 20,301 

15,124 
"r) ~ 

57.8% 
241,089 
. 2,140 

20,569 
16,180 

s 4,389 
:; ,. 

Year Ended November 30 
1980 1979. 0 1978 1977 ,; 

$632,398 $697,401 $478,222 $351,187 
699,933 876,612' 666,799 526,003 

·' 
9,403 

1.27 
236,698 

u;914 
1.61 

232,949 

4,178 
3,742 

1.80' 1.70 I.SO 1.30 
1.99 2.14 2.09 1.95 

~ 

23.sO " 
22.75 ' 25.87 27.25 

s 24:81 s 27.05 s 34.64 s 39.76. 
244.4 215.2 194.0 180.6 

0 , 
0 

' 
" 

•-tJ 
c• 

r, 

0 

0 

D. I 

';;.\""i 
~.i"''j;.;.J -1 
~. 

" 
ol 

! 
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0 !·~ ·~ ,. ' ' 
r:·,_'·· ,"·,----~ ___ ,,, _____ --.<-·-;-~!_·_~-'" - _-_ - : ..... -~---:-. · ... -_ .· ·:'.\ 
>GP . To,;the Sh~h9l<lers and Board of Directors . above present 'fairly the consolidated financial position . 
1' • · · ·/fli!) SCC:>tf,& .fetzerCompany: . .. . . of The Scott & Fetzer Company and subsidiary com- , 
~··., .. ·'··.''·.>••.•.': ,. '' , .. · · ·.• .. · · · ...• paniesatNov.embe. r3.0,1981an.d1980,andtheco.rt-I'. .; . . ~ ha~e examine<l the:. consolidated .balance sheet of. · 
P ... ·.".1~ .. · ... ·.·.•,_•· .The~ & Fetzer P>IIiPClllY and subsl~~ary companies sof1'nlaidnact1.eald poress1~t1!otsn'offoorthtehier. operatio~sedanNd .. chanbeges3i0n 
· · - :atNovemliet30,19$11andl980,andthe'relatedcon591i- . .· · .. . years enu . 11vem r , 

lk.~•~ .. •· .··.@tt!d'$1,erlients .~· iricome;sharebo!di\r,;' equity,, and' 1981, 198,0 and 1979, in conformity with generally 
. .., •; ch~Q'ge~ in financial p0sitil)n fol'. the years ended accepteQ accounting principles applied on a consistent 
' "Novemliet30,t•l981; i980 and 197.9; Our eXa!ilirtations basis. . . ~ 0 

··•·\.; &W~nia,deirt~rdancewithkenel'anyacceptedaudft- • ~· · ·•.·. J_i'::::!I. ··. · .·.·· ·.' o 
ins ..... '.staildards ..•.•... ···•····· ... an .... ·<i.llCco, -. rd, ingtY,.incl' ude<lsuch.·, •. testSof.the ' 'fl' ' r . ' ',·· 

'1 ~0:Pns>~~~4suchofheral!ditinsprocedures ~ttQ,~'l- ·· U1:1 .. ,D · ' · 
,, 'il1; ·;1'!~~e~!ISi!iered n~ in ihe circums1ances. Clevelan4, Ohio U · 

0 
() ~-~ 

~,•,,;, , ;.,~~~ln~ou' opini~i !he fnartcial statements referred to January•26, 1982 
~.:~~1!~···· ~ .... ··.·.·····.··· , < .. -' . •. ' . 
' .. -< 'J·_ w---::· . 

rt ~.~~~~:°'7lrn'" , .· ·· .. . : 
For \)ver ten years, 5ct>1t Fetzer ha$ had an Audit. Com

o )Jlitt~ (Om~ of. outside dir!!,Ctors• · 0'f.hJsr.Comrnittee . ' has t!te, respjiilsibility to rnonitor. \he li~~uacy and (;lffec-
·. ' li~e~~ ·(Jf, SC<itt Fetr~r'srn~age~e~iand financial con

.. , , trol syst¢D15. a11d programs !pr nsli 'management and 
as5etci>ntrp)and security, .;:, ' .· ' . 0 

. . .. During 1981, th!! Audifcommittee met five times with · 
the Compan}"'s sl;nior managerll~nt, the public a1Jditors 

'' and t1te Colllpariy~s 4irectors of management control~ & 
audit !ind security; We. also revie\Ved, prior to public an.

if/ .· nouncement and pµbli~tion, the Company's external 
;r i:financ/al iepi'lrts. " < . . . . . , . . 
,. . It has been .our policy~that the principal resp1msibility. '£ .. for ScottFetZer's.controlsystems and the integrity of the . 
i l,,fi ;published fim1ncial sta\!!l_llents rests with the ~ompany's 

· ..... , .·· chief elfecuJiye· arid chief financial ()(ficers., The5e sxs- ·~ 
· terns and stateme:ntsare then regularly.reviewed by our, · 
C<« ' •.. '' ·0 ?- _:_: ii ' -"":"" '._ ' . ' 0 11 

pubhc aud1t0ts~ Coopers & Lybrand. •AS we have stated 
.··.in previous re)>!>rts of thi.s Committee, as outside di rec
. !Ors we continueto be comfortableWith the overall effec-

" tiv~ness of the Compa11y's control systems and the ext er-
. nal an1Unternal audit programs· .. 
·.·· .. '•·We believe thatJfie Co11Jpany ha5 Implemented the 

' " properprograms anif~udit procedures to limit the possi-
bility,,Of i!"nproger j)ayments and potential or actual con

. fliets. Qf inter~; 'BQl!t th,e public and. internal auditors 
,' ~34 . have c0llti,llued to, mure us !hat these contrul proce-

' ' 

~~1~es are part of the overall sy,stem, and that senior . 
nianagementfully supports and monitors them and that · 
they are regularly reviewed in the .audit programs. ' . " 

The Audit Committee continues to receive the full 
cooperation of Scott Fetzer's senior. management .and 
other appropriate personnel inv,9lved in the control pro- .· 
grams. We believe that the Company will continue. to 
refine and improve the mancigemenLinforniation and 
control programs, and these are regl!lar!y discussed with 
us. "' 

In the c>pinion of the Audit Committee, Scott Fetzer's 
financial statem,ents for 1981 are based 9n accounting 

. · pt'.llicies ~hich are consistent with prior years, and fac-·.i 
tu ally pre5ent the results of operations and current finan~. 
cial position. · .· " . · . ' · .. 

On behalf of the. Audit Committee; I wish to express 
our appreciatioll for the response, c()9peration ·and. ef
forts of all of those who have. assisted us in executing our 
responsibilities l)uring 1981. 

Cleveland; Ohio 
January 26, 1982 .. · 

~Ow::t.F. 
James A. Hughes 
Chairman 

0 
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. ' Repo' ·rt of ............ _nt . 
. ,· ;.- ', ;-_- : - if~·-~......-. 

------6 

t···.Tttl!;. irran:agt!ment of The ScQtt & Fetzer Compan~ is' , ,;rhe financial statements have been examined by 
~;·. • ~nsibl~ for tlle preparation and presentation of the Coopers & Lybrand, independent certified public ac-
, •. ; collsoiidated fipanciill statements and related financial .countants. Their examination provides an objective 
····" iil;ormation indu<@ in ulis·Annual Report.In fulfilling review. of managemf(~t's ~porting of operating results 
:' this fesp()nsibility, mM'agemellt has ensured that the and financial conditiiln-:-Wc>rking with our internal audi-

(• ·tinanciat iofQrffiation was prepmid in accordance with · . tors and making tests as appropriate, Coopers & Lybrand 
?,: .gener8Ily ~ecl~accountill8 principles .which are, con-· has audited the data included in the financial statements 

'''7 ~entl:Y~liecl 111 'al.I mate~al respects· Man.agt!ment of . this Arinual Report, and their opinion concerning 
, il!§o ful'l)~ecl· the ~1nates,.anc:I judgments on which these statements is fncluded elsewhere in this report. 

<\ .t11e·~'1~1li p..ocess, 'iil,many instances, must rely, ··' The Audit Committee of the Boiird of Directors is com: 
'' <ro;t! ~cbelieV'e the estilDales and judgment$ used in posed entirely of outside directors. The corrlmittee mee!S 

~·.·'ll~~t:; fi~~al~informati~n are reasQniible·and ·• rn~~~~~e~~d:~~~rt~i:~:i~n!~~~~e~~~:u1~;: 

'··:!{ •. $1gD.:-... •·.•.···Th····~.···~·~.:~.•·~.·.·~.· .. · .. ·.Y·.d. t ... e!·a·!.1~.,!ed.u.:r.~.::.·~ .. ~.co.{:·.t·i·:·e· ~: .. · ·. ~::::;:::~!~:::~~~~m:~:~o£~\~~£~~·. I:' . .·~;ts records reflect the transactioos of the Company auditors am:I independent public accountants, have full 
~;~ \'\ila:ujately "andJairJy. ·Tile. system.of i~t~'rnal'contr.ol is and free access to the Audit Committee. 
F s1,1pported. by the ~lection of qualified personnel, r .'. otganiZlltional assignmentsJha~ provide appropriate 
W ·· .. · delegiltion •of. ·authority and division of tesponsibiliti¢s; . 
L an4 the msse1ninauon .ot wntten" policies and proc~ 
' . aures,. This is furtller reinforced by an e)(tensive pro-

_\''·. 

' 

' 

. srCllli ~f internal aµdits of management and financial 
contrqls incluUirig follow'up proce<!ures that 0 require 

· responsive actjon by operating unit managt!ment. 

0. 

R. E. &hey 
President and 
Chief Executive Officer 

~ .. 

" 

". 

J. F. Bradley · 
Executive Vice President -
Adrhinistration and Finance 

0 
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JOSEPH T. BAILEY 
Retired: Former Chairman and Chief 
Executive Officer, The Warner & 
Swasey Co. Manufacturer of machine 
tools, construc\ion equipment, and 
textile machinery ·· 

Audit Committee; 
Compensation and G 

Organization Committee 

ROBERT W. WORK 
Partner, Tallasi Management"Co., 
Investment advisory firm 

Compensation and 
Organization Committee; 
Nominating Committee 

J. F. BRADLEY 
Executive Vice President -
Administration and Finance "' 

Investment. and 
. Pension Committee, chairman; 
Executive Committee 

STEPHEN H. FULLER, Ph.D.•• 
Vice President, General Motors Corp. 
Manufacturer of automobiles, trucks, 
and. related parts and accessories 

. JAMES A. HUGHES 
Chairman, First Union Realty 
Investments, Real estate investment trust 

Nominating Committee, chairman; 
Audit Committee, chairman; 
Compensation and 
Organization Committee 

LAWRENCE C. JONES 
Chairman and President, 
Van Dorn Company 
Manufacturer of special purpose 
containers, plastic injection molding 
ma~hinery, and heat treating of steel 

Audit Committee; 
Investment and Pension Committee 

DELMAR W. KARGER* 
Professor of Management, Emeritus, 
Rensselaer Polytechnic Institute 

Compensation and 
Organization Committee 

WALTER A. RAJKI 
Senior Vice President 

Investment am! Pension Committee; 
Executive Committee 

RALPH SCHEY 
Chairman, President and 
Chief Executive Officer 

Executive Committee; 
Nominating Committee 

ROBERT L. SWIGGETT 
President, Kollmorgen Corporation 
Manufacturer of printed circuits, direct 
current motors and control systems 
color and photometry instrument• •d 
electro-optical systems 

Investment and Pension Committee; 
Audit Committee 

'Will retire as a director, March 23, 1982. 
"Proposed for election as director at the 

Annual Shareholders Meeting. 
March 23, 1982. 



Corporate Management 

c RALPH SCHEY 
Age, 57 Chairman, President and 
Chief Executive Officer 
Mr. Schey is also responsible for the 
administration and coordination of the 
Kirby and World Book units. 

J. F. BRADLEY 
Aile, 51 Executive Vice President -
Aaministration and Finance 
Mr. Bradley is the chief administrative 
and financial officer of the. Company. 
He supervises the lreasury, Account
ing, and Legal lunctiqQs; and the 
Management Controls & Audit, 
Management Information Systems, 
Loss Control & Security, and. Compen
sation & Benefits departments. He also 
is responsible for the administration 
and coordination of the consumer 
finance subsidiaries. 

WALTER A. RAJK! 
Age, 56 Senior Vice President 
Mr. Rajki is responsible for the adminis
tration and coordination of the Adalet, 
Halex, France and Northland divisions. 

JOHN BEBBINGTON 
Age, 56 Senior Vice President 
Mr. Bebbington is responsible for the 
adminisiration and coordination of the 
Campbell Hausfeld, Wayne Home 
Equipment and Western Enterprises 
divisions. 

KENNETH D .. HUGHES 
Age, 60 Vice President and Treasurer 
Mr, Hughes is the chief accounting 
officer and is responsible for the 
administration and coordination of the 
Treasury, Financial Accounting, Tax and 
Risk-Management departments. ,, 

,, ,, 

KEARNEY K. KIER 
Age, 45 Group Vice President 
Mr. Kier is responsible for the admin
istration and coordination of the 
American Lincoln, Klevac, 
Powerwinch/Jason/Quikut 
divisions. 

KENNETH J. SEMELSBERGER 
Age, 45 Group Vice President 
Mr. Semelsberger is responsible for the 
administration and coordination of 
the Carefree of Colorado, Douglas, 
Stahl and Valley Industries divisions 
and the corporate traffic division. 

ROBERT C. WEBER 
Age, 51 Vice President, ' 
General Counsel, and Secretary 
Mr. Weber is the chief legal officer and 
corporate secretary. He also is responsi
ble for the .Pension and Profit-sharing 
department. 

A. HAROLD SONGER 
Age, 43 Controller 

THEODORE C. BLISS 
Age, 4 I Assistant Treasurer 

JOHN E. FRERE 
Age, 34 Assistant Controller 

RICHARD E. HERTHNECK 
Age, 36 Assistant Secretary 

and Associate Counsel 

KENNETH A. HOOK 
Age, 39 Assistant Secretary 

and Associate Counsel 

CORRINE E. REYNOLDS 
Age, 36 Assistant Secretary 

and Associate Counsel 

Corporate Information 

Corporate Office 
14600 Detroit Avenue 
Lakewood, Ohio 44107 
Telephone: 216/~28-6200 
Telex: 810-42H!l2~, 

Annual Meeting 
The annual meeting of shareholders 
will be held on Tuesday, March 23, 
1982,. at 10:30 a.m. at the 
Westlake Holiday Inn, 
1100 Crocker Road, 
Westlake, Ohio 44145. 

Form 10.K Report 
Copies of Scott Fetzer's Form 10-K 
report, filed with the Securites and 
Exchange Commission, are available 
without charge upon written request to 
Robert C. Weber, Secretary of the 
Company. 

Transfer Agent and Registrar 
AmeriTrust Company 
P.O. Box 6477 
Cleveland, Ohio 44101 

Common Stock 
Scott Fetzer common shares 
are traded on the New York 
Stock Exchange, the Midwest Stock 
Exchange, and the Pacific Stock 
Exchange. The ticker symbol for the 
shares is SFZ. 
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Exhibit 22 

'!'here are oo parents of the Conpany. Its principal subsidiaries are as 
follows: 

Subsidiaries of 
Scott & Fetzer 

A. '!be Kirby sales 
Q:xrpany, Inc. 

A. Melben Products 
Co., Inc • 

A. SFZ International 
Limited 

A. Scott & Fetzer 
(Canada) Ltd, 

A. '!be Scott & 
Fetzer 
International 
Q:xrpany ., 

A. ~rld Book, Inc. 

B. ~rld Book 
Finance, Inc. 

c. United. Retail 
Finance Q:>npany 

State of 
Incorporation 

Chio 

Chio 

Canada 

. 
Ontario 

Chio 

Delaware 

Delaware 

Delaware 

% of Stock 
OWned 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

A. Included in the Consolidated Financial Statements (X)!ltained in the 1981 
Annual Report to shareholders of Scott Fetzer. 

B. Unconsolidated subsidiary of W:>rld Book, Inc., for_ which separate financial 
is filed on pages F-9 through F-16 of the 1981 Foilll 10-K Report • 

C. Consolidated subsidiary of ~rld Book Finance, Inc • 

f) 
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