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SECURITIES AND EXCHANGE a:JMMISSIOO 
Washington, o. c. 20549 ,, 

FORM 10-K 

ANNUAL REPORI' PURSUANl' ro SECTION 13 or 15(d) 
1• OF 'lllE SECURITIES EXCHANGE llCT OF 1934 

For. the fiscal year ended 
Noverrber· 30, 1982 · Comnission File Nurrber 1-231 

THE. SCOIT & FETZER COMPANY 
(Exact name of Registrant as spec1£1ea in its charter) 

: 
Eegistrant's 

Securities registered pursuant 

Title of each class 

comron shares 
Without Par Value 

($1.25 Stated Value) 
·~ 

9-1/4% Notes Due 1985 

of the Act: 
0 

Name of each exchange 
on which• 'registered 

New York Stock Exchange 
Midwest Stock Exchange 
Pacific Stock Exchange. 

l',jew York Stock Exchange 

Securities registerea pursuant ti:> Section 12(g) of the Act: None. 

Indicate bv check mark whether the registrant (1) has filed all reports required 
to be filea by _Section 13 or 15(d) of the Securities Exchange Act of 1934 during 
the J?receding 12 ironths (or for such shorter period that the registrant was , 
required to fife such reports), and (2) has been subject to such filing 
requirements for the past 90 days. 

Yes;.!_ No._. 

'!he aggregate market value of the voting stock held by .,non-affiliates of the 
. registrant as of January 31, 1983, excluding, for p.irposes of this a:imputation, 

only stock holdings of the registrant's Directors and Officers. $244,392,445 
() 

,, 
The number of Co!llron.Shares outstanding on.January 31, 1983, was 6,602,990. 

OOCUMENTS INCORPORJ\TID BY REFERENCE 

Portions of the annual shareholders' report for the year ended Noverrber 30, 
1982, are incorporated by reference into Parts I and II. 

' 

Portions of the anhual proxy statement for the year ended Novent>er 30, 1982, are 
incorporated by reference into Part III• ' 

'file index to Exhibits is founa on page 32 of registrant's Form 10-K Annual 
Report as filed with the Securities anclEX'change Conrnission. 
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I~ 1. Business 

'rtle Scott & Fetzer company ("Scott Fetzer" or "company") is a diversified 
carpan;y which manufactures and sells products in the Cleaning Sy$tems & 
!k>usehold Products, E>:'lucation & Information Systems,oFluid Transn\ission, 

lJ Vehicular Products ;md Energy & Control segments. Tl«> of SCott Fetzer's 
principal product lines are vacuum cleaners and i;elated accessories primarily 
for home use sold under the Kir~ and other brand names, and encyclopedi<15 and 
related educational products s:> under the ~rld Book name. SCott Fetzer has 
16 operating units located in 14 states, oost of Wh1dl wei:e independent ' 

0 businesses acquired subseqlient to 1963. 

• ,, 

• 

• 

• 

• 

• 

• 

• 

" 
. Founded,Jn 1Jl4, ,Scott Fetzer was incorIX>rated under the laws of the 

State of Ohio on N:>ventier 30, l!U7. 

Business $egments 

'rtle C11Dunt of net sales and other r:evenue, income before taxes and 
identifiable assets, for ,the past three years, attributable to each business 
segment is set forth in the tables on pages 11 and 12 of the 1982 Annual ReIX>rt 
to shareholders of Scott Fetzer. Additional information is noted in footnote 12 
on page 17 of the 1982 Annual ReIX>rt. 'rtlese tables and footnote are 
inoorIX>rated herein by reference. segment data for 1980 have been rest\ited to 
reflect the. i:ealignmentoof qierating units initiated in 1981. SCott Fetzer's 
business segments ai:e based in part on the similarity of certain of its products 
and in part on the similarity of the markets in \tlich its products are sold, 
Such data reflect the allocation of certain expenses ·~and other arbitrary 

• • f) 

deternu.nat1ons. 
0 ·:·! ,, 

" .. During the fiscal year ended Noventier 30, 1982, no single customer 
purchased products ftan the operating units of SCott Fetzer .. which in the 
aggregate accounted for nore than 10% of total sales ftan qierations fur such 
fiscal year. Scott Fetzer does not believe that the loss of arrt single custcrner 
would have a material a:nTerse effect on its total business. 

Cleaning Systemii & lk>usehold Products 

Scott Fetzer manufactures and distritllttes a wide ~ari~ty of vacuum 
cleaners and other floor maintenance equipnent and supplies for residential, 0 

•• ;, 

industrial and institutional use. Scott Fetzer also manufactures and sells to 
other manufacturers certain CD111X>nent parts incorIX>rated in such equipnent • 

Floor maintenance equipnent for consumer use is sold primarily mder the 
Kirby name. In 1982, SCott Fetzer introduced oomnercial vacuurn cleaners Under 
~Vac and Supervac names. Certain other floor maintenance equipirant is 
sold under both the private labels of CU!ll~rs and under certain conpany trade 
names. SCott Fetzel?', which entered the~household vacuurn cleaner field in 1919, 
manufactures and sells the Kirby uprigf;f vacuurn cleaner and·• i:elated floor care 
and other accessories, Kirby producti:i are sold by the direct sales methcla in 
the home through awroximately 8,00,!> independent dealers worldwide, bac.W;ed by 
some 942 factory and"area distributors. Ki~'s sales to distributors are 
substantially all for cash. Kirby has five maJor conpetitors in its conslll!ler 
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market and many m::>re in its comnercial market, although n:ine of the latter uses 
the direct sales method. The comnercial products are also sold by the direct 
sales method to end users and to janitorial supply rouses respectiyely. Kirby's 
sale prices to consumers are established individually by each aut:hOrized dealeri 
the ooriSumer product prices tend to be somewhat higher than tOOse of the 
oorrpetition, while the comnercial product prices generally a);Froximate those of 
the cxmpetition. Service for consumer products is provided by the iooependent 
dealers and the factory rebuild departmenti service for conmercial products is 
provided by the independent dealers and the growing network of authorized 
service centers. Kirby believes its service to be as good as, or better than, 
that of .the cx:q>etition. For both i;rQ(luct lines, Kirby's warranties generally 
afford m::>re C011Prehensive coverage for a lc.nger time than those of the 
oorrpetition. Both consurnrt- and a:.mnercial product performance appears equal to, 
or better than, that of tiie C011Petition. In fiscal 1982, m one distributor 
accounted for nore than 2% of Kirby sales. Danestic sales are fairly evenly 

,, distributed throughout the country" based lipOn pop11latioo densities. , The sale 
of vacuum cleaners and related ~ssories pr:imarily for h:lme use under the 
Kirby and other names, as well as·private labels, accounted for approximately 
13%, 14% and '15% of total revenues from continuing ~rations of Scott Fetzer 
for each of the fiscal years 1980 through 1982, respectively • 

As of Noveirber 30, 1982, united Retail Finance canpany, a \oilolly-owned 
subsidiary of tk>rld Book Finan~, Inc., which finances consumer installment 
accounts for Kirby distributord, had trade receivabl~s with a face cm:>unt 
totalling approximately $33 million. In 1982, the d:>q;>any established a new 
wholly-owned finance subsidiary, Scott Fetzer Financial Services Canpany (SFFS). 
SFFS has a wholly-owned consolidated subsidiary, United Acceptance Limited, 
(UAL) which pr:ovides funds to finance t:r:e installment receivables fran custaners 
of the Kirby Group distributors operating in the United Kingdan. As of November 
30, 1982, UAL had trade receivables with a face cm:>unt totalling approximately 
$170,000. 

In addition to the Kirby products, Scott Fetzer manufactures and sells 
under the .American Lincoln name an~extensive line of power-driven industrial and 
institutional floor maintenance equipment and related supplies including 
industrial-type polishers, sweepers, wet floor scrubbers, tank-type vacuum 
cleaners and sweepers ranging in size from limited space vacuum cleaners up to, 
and including, tractor m::>unted scrubbers and sweepers~ The ~ also 
manufactures roller and flat brushes for vacuum cleaners, polishecs and other 
floor maintenance equipment, replacement vacuum cleaner parts, chemical cleaning 
products, and vacuum cleaner bags and replacement parts for h:lme vacuum 
cleaners. In addition to its floor care equipment, Scott Fetzer also 
manufactures and sells injection nolded plastic items, including containers, a 
household line of cutlery'-'and scissors and sterilized disposable medical 
supplies. In fiscal 1982, Scott Fetzer also began marketing, through direct 
sales by independent dealers, the HFAL'lll/mate, an innovative oral hygiene and 
skin care appliance. 

The Cleaning Systems & Household Products segment primarily sf1rves 
consumer, institutional, comnercial and industrial markets. 
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F.ducation & Information Systems 

Scott Fetzer, through its i.bolly-owned subsidiary, w:>rld Book, Inc., 
~blishes and sells The world Book Encyclopedia, other reference works and 
education and instruction material primarily l.l'lder the w:>rld Book and Childcraf t 
names. Domestic encyclopedia sales are principally l::iy the direct sales methOd 
in the txJme and to schools and libraries through approximately 8,850 full-and 
part-time independent. comnissioned sales representatives. world Book, through 
subsidiaries and branches having approximately 750 independent CXllllllissioned 
sales representatives, conducts. direq!:. selling operations in Canada, Australia, 
the British Isles and the caribbean. ·· 'n'lough w:>rld Book has six major 
oonpetitors, it remains the dominant firm in this market. Its prices are, 
generally, .lower than those of the oonpetition, yet w:>rld Book believes that its 
customer service program is nore extensive and its warranty CO\Terage nore 
conprehensive than thbse of the c:urpetition. w:>rld Book also markets, primarily 
l::iy direct mail, its annual encyclopedia sug>lements, other pUblications, 
insurance and other nerchandise th~h subsidiaries. 

r"I 

A large proportidi of encycloPeaia sales are made on a deferred consumer 
credit installment basis. '!tie domestic. and Caribbean installment acc6unts 
receivable are financed l::iy w:>rld Book through its wholly-oWned subsidiary, world 
Book Finance, Inc. At Novenber 30, 1982, the face aoourit of these receivables 
totaled ag>roximately $114 million. 

In 1982, oo ooe representative accounted for 11Dre than 3% of w:irld Book 
domestic sales. Domestic sales are fairly evenly distributed throughout the 
country based upon population densities. For fiscal years 1980, 1981, ancJCi982 
sales of w:>rld Book products under the w:>rld Book and other names accounted for 
ag>roximately 42%, 40%, and 39%, respectively, of total revenues fran operations 
of Sci:>tt Fetzer. 

The F.ducation & Information Systems segmgnt primarily serves the 
consumer, educational and mass merchandiser markets • 

Fluid Transmission 

Scott Fetzer manufactures a variety of products involving the 
transmission of fluids, the major itefts of which are conplete, as well as 
conponent parts of, air carpressors, both reciprocating and single screw; 
spraying units, including small conpressors, for the spraying of paints and 

" other liquids; grey and ductile iron castings; air receivers; conpressed gas 
containers; and high pressure sprayers and washers. 'ltiese products are sold 
domestically and ab~ l::iy mass nerchandisers under private labels l::iy various 

·retail stores under the Cc!r!fbell Hausfeld brand name and through independent 
distributors and sales representatives. Ccin;lbell Hausfeld has three main 
oonpetitors in the ooosumer market, and four in the oomnerci(I]. market. Its 
prices are fairly <Xlllparabl~ to those of the caipetition, "*1ile its service, 
warranties, and product performance are generally equal to, or better than, 
those of the caipetition. For fiscal years 1980 through 1982; sales of cmplete 
spraying units and c:onp>nents accounted for ag>roximately 12%, 13%, and 9% 
respectively, of total sales fran operations of Scott Fetzer. 

" 
In addition, Scott Fetzer assent>les and sells domestically under the 

wayne Home Equi~t name, p:Mer gas and oil burners and water circulating, sump 
and other Pll1'P3· ayr-e has twelve major oonpetitors in the punp market, and 
five in the burner market. Wayne's products are premi1.11t-priced1 its service, 
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warranties, and product performance ai;:t>ear equal to, or better than, those of .··. 
the o::ilpetition. During fiscal 1982, Wayne Home Equipnent introduced a new · 
aui::lllersible utility punp called the Reliant One and developed a gasoline-powered 
mJlti-purpose centrifigal PJ111P called the Porta Purrp 11, to be marketed in early 
~. . 

Also within the Fluid Transmission segment, Scott Fetzer manufactures 
connectors and fittings for oonpressed gas applications • 

The Fluid Transmission segment serves pt"imarily do-it-yourself hardware, 
home cent~r and mass merchandiser markets, but original equipnent and industrial 
markets represent growing areas of activity... 0 

Vehicular Products 

Scott Fetzer manufactures and sells, pt"imarily through independent 
distributors, utility service truck bodies and related equipnent and suspension 
system OJnl?Ollel'lts for vehicles. In addition, Scott Fetzer manufactures and 
markets, pr1marily tt)rough independent distributors, electrical and mechanical 
winches for marine and qther applicationsi towing equipnent, including balls, 
ex>uplers and other related towin;i itemsi fan clutchesi oil coolersi antennas for 
the recreational vehicle marketi recreational vehicle awnin;JSi hydraulic 
cylindersi valvesi steering colunn oonponents for trucks and heavy equipnenti 1:rc 
and military tal'lk track links. There are a nunt>er of <Xl1'ipilnies en;iaged in 
manufacturing each class of product within the vehicular products business 
segment. Scott Fetzer believes it is il1W:>ng the leaders in the manufacture and 
sale of these productsi its pricing is ex>npetitive, .. and its !>ervice, warranties 
and product performance appear to be equal to, or better th~., those of the 
corrpetition. o 

The V~.hicular Products segment pi:imarily serves the recreational vehicle, 
heavy duty truck, construction, agricultural equipnent and military vehicular 

e equipnent markets. 

In 1982, Scott Fetzer established a new i.bolly-owned transportation 
subsidiary, SF'l Transportation, Inc., as a contract rotor carrier with pending 
application to become a licensed CXll'l'mJn carrier. 

e Energy & control 

scott Fetzer .is engaged in the manufacture and sale of explosion-proof 
fittings and junctiai boxes, notor efficiency control devices, instrument 
housin;is and control stations for electrical distribution systemsi a specialty 
line of armored cable connectors, and various other items used principally in 

e connection with high and low voltage electric cables, fittings, ex>uplers and 
liquid-tight conduit fittingsi various precision equipnent for use in processing 
ind_ustries for the measurement of pt"essure, vacuum and flow of liquidsi zinc and 
aluinim.111 die cast electrical fittin;JSi transformers and ballasts for indoor ~ 
outdoor electrical signs; ignition bystems for residential and industrial oil · 
furnaces, includin;i solid-state controli fractional horsepower rotors for ,, 

e electrical appliances and other productsi and timing devices for residential and 
OOlllllercial appliances. 'lbese products are }?rincipally sold by direct factory 
sales people·-~ independent manufacturer's representatives and distributed to 
and through original equipnent manufacturers and wholesale distributors. There 
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arfi" a n.intJE!r of oorrpanies engaged in manufacturing each class of product within 
the energy and control business segement. Scott Fetzer believes it is ~ the 
leaders in the manufacture and sale of these products: its pricing is 
c:onpetitive, and its service, warranties and product performance a~ar to be 
equal to, or better than, those of the oonpetition. ·· 

Markets for 'the Energy & Control segment include construction, electrical 
sign, appliance and oil and gas industries • 

Acq\lisitions and Disp?Sitions 

Illlring the last quarter of 1982, Scott Fetzer sold its trailer hitch and 
manual winch business for cash • 

Backlog (; 

Scott Fetzer d::>es mt beli~e that the cbllar.aoount of backlog of 
orders and related information is material for an understanding of its business. 
A substantial portion of Scott Fetzer's cperations inVolve the recurring, mn
seasonal, production of standard items that are shi~ to the customer 
relatively shortly after an order is received by Scott Fetzer. 

11 .• 

Raw Materials and Supplies 

Raw materials required for Scott Fetzer's various products are <X1111Dnly 
available materials such as paper, steel, zinc, aluminum, iron, brass and 
co~r, which ar~ pirchased from producers and distributors of such items. 
Suppliers of conpment parts and castings)l are located in many areas throughout 
the oountry. Scott Fetzer d::>es mt depe~d on a single source of supply for its 
raw materials, oonp:>rient parts or suppli~s, and believes that its sources of 
supply are ~ate • 

Energy ,, 

, Scott Fetzer utilizes oil, gas and electricity as its principal energy 
sources. 'n'lere has been m material disruption of production at any of the 
Scott Fetzer plants because of energy shortages. However, there is m assurance 
that energy shortages in the future will not have an adverse effect on Sgott 
Fetzer either directly or indirectly by reason of their effect on OJstomers or 
suppliers. 

Environmental COntrols 

e Scott Fetzer believes its facilities are in stibstantial cmpliance with 
existing laws and regulations relating to control of air and water quality and 
waste disposal. Environmental cmpliance has mt had, and is mt expected to 
have, a material effect on the Coq>any's expenditures, earnings or c:onpetitive 
position. 

e Product Developnent, Patents and Trademarks 

• 
Scott Fetzer is oontinuously engaged'in the refinement and developnent of 

its various product lines, developnent of new applications for existing 
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• 
products, and the developnent of new products. SCOtt Fetzer's expenditures on 
o.:iiq;iany-sponsored research and developnent and on custaner-sponsored research 

t activities relating to the developnent of new products, services or techniques 
or the in1;>rovement of existing products, services or techniques during fiscal 
years 1982 and 1981 were rot material. ' 

Soott Fetzer a:intinues with research and developnent necessary to develop 
new products and applications for its various business segments through its · 

I Advanced Product Technology Center. 

• ' 
" 

• 

• 

• ,, 

• 

• 

• 

• 

Scott Fetzer uses in its rosiness various trademarks, trade names, 
patents, trade secrets and licenses. SCOtt .Fetzer dbes not consider that a 
material part of its rosiness is dependent on any one group of them, although 
the Kirby and world Book names are widely known and recognized. 

II 
;: soott Fetzer's businesses are not generally affected by seasonal sales, 

fluctuations, alt;):!ough world Book's sales tend to increase during February and 
March because Of 'the sale Of anhual engyclopedia updates. ·1'.J 

E!!Eloyees ,, 
" . ..c .. {1· 

As of January 12, 1983, Scott. Fetzer f51i>loyed in. contim~ing qierations '' 
. Hi, 129 persons, of whan 12, 794 were salaried and 3,335 were hourly. A total of 

2 1i,862 hourly erployees in 12 of SCOtt Fet~e,r's 48 facilities are represented by 
labor organizations. Soott Fetzer has enjoyed genercilly good relat;j,ons with its 
enployees. A total of 642 employees are C0\7ered by 3 labor oontr:acts ltlich are 
scheduled for renegotiatioo during fiscal 1983. ·· 

In addition. to erpl'?Yee'benefit programs M'lich include paid vacations, 
insurance, disability beneiiits, hospitalizatioo benefit$ and medical benefits, 
SCOtt Fetzer has in effect(~~ its divisions and subsidiaries various pension 
and retirement. plans for salaried and hourly personnel, including 
ron-contrirotory trusteed pension plans and profit-sharing retirement plans • 
See Note 9 of the Notes to Financial Statements oo page 16 of the 1982 Afuiual 
Report to shareholders of ~ canpany, M'lich rote is. incorporated herein by 
reference,. for information concerning contributions by SCOtt Fetzer under such 
plans and other data. 

I'l'91 2. Properties 
C' 

The following table sets forth the principal domestic plants and other 
materially inp>rtant domestic properties of the Conpany and its subsidiaries. 
The leased properties are irldicated with an asterisk. The nunt>er in parenthesis 
indicates nuntier of facility locations in each city • 

State 

Arkansas 
California 

Colorado 

llUTED Sl'ATES 

City Business Segment 

'':) 

Walnut Ridge* (1) A 
I.odi (2) .. E 
Merced (1) E 
Broanfield* (2) E 
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Plant 
Plant 
Plant 
Plant ~· 
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() 

Connecticut 
, Georgia 

Illioois 
Indiana 

Kentucky 
0 

Michigan 
New York 

Oklahana 
Te Mes see 

Texas 

Shelton* (1) 
""Valc??sta* ( l) 
Chicago* (2) 
Ft. wayne (2) 
KoltonD (1) 
Elkhart* (1) 
Leitchfield (1) 
Shelbyville* (1) 
Bronson (2) 
Watertown ( 1) 
Watertown* (1) 
Akron (ll 
Avon Lake (1) 
Bedford Hts.* (1) 
Bowling Green* (1) 
Brookpark* (1) 
cardingtoo (1) 
Chagrin Falls* (ll 
ClevelarXI ( 5) 
Cleveland* (2) 
Frem:>nt (1) 
Harrison* (2) 
Harrisai (1) 
Lakewood* (1) 
Twinsburg* ( 1) 
westlake (1) 
WOoster (1) 
D.lrant* (1) 
Fairview (2) 
Livingston (1) 
PortlarXI (1) 
Smithville (1) 
Andrews (1) 

A/E 

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

A/C 
'i\ 
A 
D 
D 
F 
A 
A 
E 
E 
c 
c 
A 
c 
A 

Plant 
Plant 
Office/Warehouse 
Plant 
Plant 
Warehouse 
Plant 
Plant 
Plant 
Plant 
Plant 
Plant 
Plant 
Plant 
Plant 
Plant I/ 
Plant 
Plant 
Plant 
Plant 
Plant 
Plant 
Plant 
Off ice 
Plant 
Plant 
Plant 
Plant 
Plant 
Plant 
Plant 
Plant 
Plant 

(A) Cleaning Systems & Household' Products: (B) Education & Information 
Systems: (C) Energy & Control: (D) Fluid ':l'ransmission: (El Vehicular Products: 
(F) Corp:>rate Office • 

·"" Scott Fetzer beli~ves that its pi:operties have been adequately 
maintained, are in good oonditioo generally, arXI are suitable arXI adequate for 
its business as p:esently oonducted. 'ttle extent of utilization of SCOtt 
Fetzer's properties varies am:xg its. plants ftaii time to time. 

0 Scott Fetzer's various oontinuing operations are oonducted in 48 
facilities in 33 locations in 14 states. Scott Fetzer maintains sales offices 
arXI warehouse facilities in various foreign countries and oonducts oeeitain 
manufacturing operatiohs in Whitby, Ontario. Many of Scott Fetzer's facilities 
are relatively new andul!Ddern, ~ile other facilities have been in operation for 
a s\lbstantial nunt>er of years. Management believes that the manufacturing 
capacity of S90tt i::et,zer's facilities is generally adequate at current levels of 
operation. V'at;ious of Scott Fetzer's facilities are leased, with options to 
purchase in sane cases. For additional information ooncerning the lease 
obligations of SCOtt Fetzer, see Note 7 of the Notes to Financial Statements bn 
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Page 15 of the 1982 Annual Report to shareholders of Soott Fetzer, ~ich oote is 
incorporated herein by reference. 

"" I'lDI 3. IA!gal Pt.oceedings 

In October, 1980, and January and August, 1981, respectively, the 
Attorneys General of Texas, New Mexioo and Iowa, oorrrnencaj C'ivil lawsuits in 
the Federal District Courts loeated in those states a;iainst the canpany, an 
independent distributor and certain independent divisional supeI'Visors, under 
state antitrust statutes and under federal antitrust statutes as parens patriae 
for citizens of their states. 'l'hese suits allege that the Conpany, through its 
Kirby Group operations, has in oonnection with the sale of Kirby vacuum cleaners 
and associated products, attempted to restrain trade, fix and maintain prices, 
boycott unauthorized purchasers, and restrict and allocate customers furl 
territories. Each state has requested.that the alleged violations be enjoined, 

\i,that civil penalties be i..np:ised and that nonetary damages, certain of ~ich 
'"''1ii0uld be trebled, be assessed. '!he Conpany believes that it has not ''7iolated 

the antitrust laws and has meritorious defenses ~ich it will vigorously assert. 
'J.'le ultimate cost to the Cl:>npany of an unfavorable disposition of these cases is 

?&>t rr::iw determinable. In the opinion of management, the canpany ~~- oot 
anticipate that the ultimate disposition of these lawsuits will have a material 
effect on the oonsolidated firianciai position and consolidated results of 
operations. 

I'lDI 4. Sulr.lission of Matters to a Vote of security lblders 

Proxies for Scott Fetzer's 1982 Annual Meeting were solicited under /' 
Regulation 14A of the securities and Exchan&e Comnission's proxy rules. 'l'her4 
was no solicitation in ~sition to management's naninees listed in the proxy 
statement. All management 1YJ111inees listed in the proxy statement were elected • 

,i::-.Cecutive Officers of SCOtt Fetzer 
a 

The follO\\!ing is a schedule of names, a;ies and positions of officers as 
of February 1, 1983, of Scott Fetzer. There are no family relationships aroong 
these offi~~s. All executive offi,cers are elected annually by the Directors. 

~ ~ Title 

John Bebbington 

John Bebbington has been 
~loyed by SCOtt Fetzer 
for more than five years 
in such capacities as 
Group Vice President 
(7/19/71 to 9/1/78) and 
senior Vice President 
(9/1/78 to present) • 

J. F. Bradley 
,jJ 

J, F. Bradley has been 
~loyed by SCOtt Fetzer 
for'more than five years 
as Executive Vice President
J\dministration and Finance 
( 3/1/77 to present) • 

57 

52 

8 

\1 

senior Vice President 

Executive Vice President-.,, 
Administration & Finance 



9i1 

• 

• 

• 

• 

Gary A. Olildress 

Gary A. Childress has been 
8rployed by Scott Fetzer as <' 
President and Chief Operating "' 
Officer ( 9/15/82 to present) • 
Fran 1977 to 1979 he was a Senior 
Vice President and Chief 
Operating Offieer of National can 
corporation, a manufa'bturer of 
metal, glass and plastic 
containers. Fran 1979 through 
1981, he served as Chairman, 
President and Chief Executive 
Officer of ~ Warner ~y, a 
mineral and solid ~te management 
firm. During 1982, he served as 
Chief Executive Officer of the 
Qllf Resources & Chemical 
corporation, a mining and oil and 
gas explorati<Xl and production 
firm. 

I} 

kenneth'O. Hughes 

Kenneth D. Hughes has been 
enployed by Scott Fetzer 
for rrore than five years in 
sucil capacities as Treasurer, 
Controller, Assistant 
Secretary (1/1/70 to 11/1/78) 
and Vice President and Treasurer 

0 (11/1/78 to present). 

Kearney K. Kier 

Kearney K. Kier has;been 
enployed. by Scott Fetzer 
for the past five years in 
such capacities as Division 
Piesident (11/1/76 to 2/1/79) 
and Group Vice President 
(2/1/79 to present.) 

Walter A. Rajki 

Walter A. Rajki has been 
enployed by Scott ~tzer 
for rrore than five years.in 
such capacities as Division 
President, Group Vice 
President (6/1/72 to 9/1/78) 
and Senior Vice President 
(9/1/78 to present) • 

48 

;.;:\ ...... 

61 

46 

57 

\I 

President and Chief 
Operating Officer 

,, 
' 

'.• -. - . )} ',;:\ -~ .',;_ " 
·vice President and ~'re~uter 

Group Vice President 

Senior Vice President 

0 



• 

• 

• 

• 

0 

• 

•· 

• 

• 

• 

• 

Ralph E. Schey 

Raliii .E. Sche-t haS been employed 
by Scbtt Fetzer for nore than 
five years in such capacities as 
president and chief Executive 
Officer (12/1/76 to 9/15/82) 
and Chief Executive Officer 
( 9/15/82 to present) • ·· 

Kenneth J. Semelsberger 

Kenneth J. semelsberger has 
' been employed by Soott 

Fetzer tor more than five 
years in sudl capacities as 

" Division President 
1
' 

· '' (2/1/76 to 9/1/78) and 
Group Vice President~ 
(9/1/78 to pi:esent). 

Robert c. Weber 

lt>bert c. Weber has been 
employed by Soott Fetzer 
for 110re than five years in 
such capacities as Secretary1 
General.Counsel (12/20/72 to 
12/2/80) and vice President 
~l.2/2/8.0 to present). C-' 

58 

46 

52 

Olairman and Chief Executive 
Officer 

Group vice President 

Vice President, General 
Counsel an9· Secretary 

ITEM 5. Market for the Registrant's Conm::>n Equity and Related Stockholder 
Matters 

t:xin1lcn Stock Market Price and Dividend. Information on page 1 of the Annual 
Repi:)rt to shareholders for the year ended November 30, 1982, is inoorporated 
herein by reference. 'll'le m.1mber of lx>lders of amron shares of Soott Fetzer as 
of January 31, 1983, ~as 6,239. , .. 

Im 6. Selected Financial Data 

· Selected . Financial Data oo ,{.page 1 of · the Annual Rep:>rt to shareholders 
for the year ended November 30, (f982, is inoorporated herein by reference • 

10 

_;: .. 



,, 

• 

• 

• 

• 
,, 

" 

• 

/, ,/ 

·;.:_, 

emeht 1s 0 Discussion and Anal sis of Financial condition 
Resu ts o rations 

Management's Discussion and Analysis of Financial COndition and Results 
of <:p!rations on pages 4 and 5 of the Annual Report to shareholders for the 
year ended Noveniler 30, 1982, is incorporated herein by reference. 

ITEM 8. Financial Statements and suwlementary Data 

'.l'he following CXl!lsolidated financial statements of the registrant and its 
subsidiaries, included on pages 7 through 18 in the Annual Report to 
shareholders for the fiscal year ended November 30, 1982, are incorporated 
herej.n by reference. " 

ITEM 9. 

consolidated. Statement of Income for the fiscal years ended November 
30, 1982, 1981 and 1980. ,, 

:!? ::, \) 
, G 

Consolidated Balance Sheet as of Novent>er 30, 1982 and 1901. 
v ~ 

consolidated Statement of Changes in Financial Position for the 
fiscal years ended November 30, 1982, 1981 and.1980. 

COnsolidated St,atement of Shareholders' F.quity for the fiscal years 
ended Novent>er 30, 1982, 1981 and 1980. 

Notes to COnsolidated Financial St:atments • 

Disagreements bn Accounting and Financial Disclosure 
·~ 

Not applicable. 

PAR!' III 

<> 
ITEM 10. Directors and Executive Officers of the Registrant 

Information as to the Direct:ori; of Scott Fetzer is CX>11tained on pages 2 ,;::::;:;;/ 
through 4 of Scott Fetzer'i;, .definitive Proxy Statement ("Proxy Statement") dated 
February 1B, 1983, which ii\:formation is incorporated herein by reference. 

ITEM 11. Management Renuneration and Transactions 

Information, under the captions "Rerruneration," "Pension Plans," and 
"Stock Options" on pages 6 through 10 of the Proxy Statement is incorporated 
herein by reference. 

ITEM 12., security Ownership of Certain Beneficial Owners and Management 

, '.l'he information CX>11cerning "Stock Ownership" on page 9 of Scott Fetzer's 
Pibxy Statement is incorporated herein by reference • 

() 

-t . 

0 
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PART r:v ;:·. 

ITEM 13. EAhibits'~ Financial Statement Schedules and Reports on Form 8-K 

(a) 1-2; 'lhe response to this portion of Item 13 is sul::mitted as a 
separate section of this report. 

. 3. Exhibits 

(3)(i) Articles of Incorporation (as Amended) previously sul::mitted 
as an Exhibit to Registrant's Form 10-K 1'.nnual Report for 

"' C:· 1981 and incorporated. herein by reference. 

I (ii) Regulations previously sul::mitted as an Exhibit to 
Registrant's Form 10-K Annual Report for 1981 and ,,) 

incorporated herein by reference. 

(4)(i) Indenture between The Scott & Fetzer Company and National 
City ·Bank dated May 15, 1975, for 30 million dollars of 
9-1/4% Notes due May 15, 1985, i;reviously sul::mitted as ,.an 
Exhibit to Registrant's For#t 10"K Annual Report for 1981 arid 
incorporated herein by reference. 

~ 

/,:;; 
J 

(ii) Note hjreement between The Scott & Fetzer c.onpany and '!he 
Prudential Insurance COnpany of America for 40 million 

I dollars of 9-1/2% Notes due in equal installments of 2.5 

" 
million dollars 1983 through August, 1998, i;reviously 

/\'• ,_, subnitted as an Exhibit to Registrant's Form. 10-K Annual · ,/;:,..""'- .. 
Report .for 1981 and incorporated herein by reference. ,, 

(iii) Note h;Jreement between world Book. Finance, Inc. , and The 

• Prudential Insurance COnpany of America for 50 million 
dollars of 10% Notes due in installments 1980 through 
August, 1998, i;reviously sul::mitted as an Exhibit to 
Registrant's Form lOK Annual Report for 1981 and 
incorporated herein by reference. 

"' • (iv) Note h;Jreement between world Book Finance, Inc., and The 
Prudential Insurance COnpany of America for a 25 million 

0 dollar 14-3/4% Note due in equal installments June, 1985, 
\\ through June, 1989, i;reviously sul::mitted as an Exhibit to 

Registrant's Form 10-K Annual Report for 1981 and 
incorporated herein by reference. \) 

I " 
(v) Term loans aggregating 25 million dollars between world Book 

Finance, Inc., and National City and Society National Banks 
of Cleveland at 15-1/4% due August 17, 1985~ thereafter_the 

(?-".:;:'; rate will be adjusted to equal the Banks' base rates pltis 
t~ percent, provided that oo time after maturity shall the 

• rate be less than 17-1/4% per annum. •C 

(10)(i) 'lhree-Party hjreement. dated June 15, 1981, 
involving the p.1rd1ase of land in Westlake, Ohio, 
for the building of the Co~rate off ices of '!he 
Scott & Fetzer ~ ~v ously sul::mitted as an Exhibit to 

• Registrant's Form ual Report for 1981 and 
incorporated hereiri by reference. 

" 
~ '\'· 12" 
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"(ii) '!be Scott & Fetzer Conpany Stodt Option Plan adopted in 
1973, as anended in 1977 and 1980, pt"eviously sul:rnitted as 
an Exhibit to Registrant's Form 10-K Annual Report for 
1981 and incorporated herein by reference. ,, 

(iii) '!be Scott & Fetzer Conpany Stock Option Plan adopted in 
1981. 

(iv) '!be Scott & Fetzer Company's Incentive COrrq;iensation 
Program previously sul:xnitted as an Exhibit to Registrant's 
Form 10-K Annual Report for 1981. 

( v) Form of Deferl:'ea C.Orrpensation Agreement between '!be Scott & 
Fetzer Conpany and certain officers, directors and key 
enployees. 

(vi) Enployment Agreement Clated April. 7, 19821 between The Scott 
& Fetzer C.OJll>anY and. Mr. Rali;ti E; Schey. 

(vii) Enployment Agreement dated Septenber 15, 1982, between The 
Scott & '<Fetzer Conpany and ·.Mr. Gary A. Childress. 

~·· 

(viii) Contingent COrrq;lensation Agreements between The Scott & • 
Fetzer Company and Messrs. Schey, Bebl:lington, Brad~f:!Yr Kier, 
Rajki and Semelsberger pt"eviously sul:xnitted as an Exhibit to 
Registrant's Form 10-K Annual Report for 1981. 

~· 

(ix) Insurance contracts between certain officers and enployees 
of '!be Scott & Fetzer Company for long-term disability and 
death benefits. 

( 13) '!be Scott & Fetzer Company's 1982 Annual Report to 
shareholders • \\ 

(22) Subsidiaries of '!he Scott & Fetzer Company. 

(b) N:> reports on Form 8-K have been filed by the Company during the 
last quarter for the fiscal year e!Xled November 30, 1982. 

" 
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SIGNATURES If 
(, 0 

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

0 

• Bra ey 
ecutive Vice President

inance and Administration~ 
(Principal Financial Off,icer) 
Director 

FEB 25 1983 
Date--------------

Pursuant to the~:requirements of the"_,,.......,"'
report has been signed below by. the fo 
Registrant and in the capacities and 
' .. 1 fl..,,(_ /= / 
1:.. .. V~~<.#' 

R. E. Schey. 
Chairman and Chief Executive 

·Officer 
(Principal 
Di recto 

•. G. 
President 
Officer 
Director/ 

/' 
W. A. Rajk:i 

Sen.~~r Vice Pr. es.ident 
DJJc7f :f~ 

J~~u.g eS\ 
D1 or 

ii 

J. E. Bradley 
utive Vice President

F ance and Administration 
(Principal Financial Officer) 
Director 

this 

/4 
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'nlE SCl)1'l' & mrzm CCMPANY AND SUBSIDIARY CCMPANIES 
INIElC '10 FIN!\N'.:IAL srATEMml'S AND SCHEOOI8i 

l& 

'!he consolidated financial statements and the report thereon of IndepE!Ddent Certified PUblic 
kcountants appear on pages 6 thro1J3h 18 of the attached 1982 Annual Report to shareholders, 
\\hl.ch pages are incorporated by reference in this Fbrm 10-K Annual Report. With the e.'<ception 
of the aforementioned pages, the 1982 Annual Report to shareholders is not deemed filed as 
part of this report. 

Report and Clxlsent of Independent Certified Public .!\coountants 
Report of Independent Certified Public .!\coountants ,:, 
Chnsolidated Financial Statements 

Statement of Incane, years ended N::lvember 30, 1982, 1981 aoo 1980 
Balance Sheet, November 30, 1982 and 1981 
Statement of Qianges in Financial Position, 

years ended N::lvember 30, 1982, 1981 and 1980 
Staterent of Slareholders' Equity, 

years ended N::lvember 30, 1982, 1981, and 1980 
N:ltes to Financial Statements '"' '1( 

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

Praroters, And Diployees other 'lhan Related Parties 
VII - Guarantees Of Securities Of Other Issuers 

VIII - Valuation And Qualifying .!\coounts 
IX - Short-Term B:>rrc:Mi.ngs 
X - 9.Jpplementary Incane statement Infonnation 

World B:>ok Finance, Inc. - Consolidated Financial statements 
Report of IOOependent Certified Public .!\coountants 
Balance Sheet, N::lvenber 30, 1982 and 1981 
Statements of Incane ~,!Xi Retained Earnin:.:is, years eooed November 30, 

1982, 1981 and 1980 
Statement of Oian:.:ies in Financial Position, Nov6nber 30, 1982, 1981 

and 1980 
N:ltes to Financial statements 

Page NunU:lers 
Annual Report 

Form 'lb 
10-K ,, Shareholders 
F-2 

F-3 
F-4 
F-5 
F-6 
F-7 

F-8 
F-9 

F-10 

F-11 

6 

7 
8 

9 

10 
ll-18 

F-12 - F-16 

'!he individllal financial statemer,its of the registrant are anitted because the registrant is 
prirrarily an operatin;i cmpany. All subsidiaries inclooed in. the consolidated financial 
statements filed are Wholly-owned subsidiaries. 

Schedules other than th:>se listed abolle are anitted as the infonnation is not required, is 
either not pertinent or rot significant, or because the data is given in the consolidated 
financial statements or the notes thereto • 

F-1 . ,, 
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Coopers 
&Lybrand 

certified public accounlanls 

REPORT ANO CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 
·~..,,,, 

To The Shareholders and Board of Directors 
The Scott & Fet"zer Company 

Our report on the consolidated financial statements of The 
Scott & Fetzer Company has been incorporated by reference in this 
Form 10-K from the 1982 annual report to shareholders of The Scott 

1
f Fetzer Company and appears on page 6 therein. In connection with 
our examinations of such financial statements, we have also examined 
the related financial statement schedules listed in the index o.n 
Page F-1 of this Form 10-K. 

In our opinion, the financial statement schedules referred to 
above, when considered in relation to the basic financial statements., 
taken as a whole, present fairly the information required to be 
included therein in conformity with generally accepted accounting 
principles applied on a consistent basis. · 

We also consent to the incorporation by .. reference in the 
registration statement of The Scott & Fetzer Company on Form ,~-8 
(File No. 2-58431) of our report dated January 25, 1983 on exam
inations of the consolidated financial sratements and financial 
statement schedules of The Scott & Fetze~ Company as of November 30, 
1982 and 1981, and for the years ended November 30, 1982, 1981 and 
1980, which report is included in this Annual Report on Form 10-K. 

\ 

. 

Cl~eland, Ohio 

(j ~?U.t" ....,. ~- u ..{__ 

COOPERS & LYB~; 
'I 

t January 25, 1983 

f ·2. 
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O:>llltN A 

Year J;D:lel 
Novenber 30, Name of Debtor 

1982 Robert H. King 

(r 

1981 lbbert H. Kirg 

1980 lbbert H. King 

• • 
'lHE ocarr & FEI"LER CCMPl\NY /\ND SUBSIDIARY a:MPANIEH 

SCHEOOIE II - l>MXJNTS REX:E!VABIB FRCM RE£ATED 
PARl'IES /\ND UNDERWRITERS, PIO-IOl'ERS, AN:> n 

EMPIDYEES Ol'HER THAN REIATED PARl'IES o 

for the years ended Noveuber 30, 1982, 1981, and 1900 

cblllt-U B rowmc 

Balance at 
Beginning 
of Period Additions 

$137,500 

$187,500 

$237,500 

rowm o 
Deductions 

1\mounts 
Collected 

$50,000 

$50,000 

$50,000f 

# 

.!\ncxmts 
written Off 

0 

• • 

Balance at En:i of Period 
Current Not Current 

$50,000 $' 37, 500 

$50,000 $ 87,500 

$50,000 $137,500 

In Septeri:ler, 1979, the .CaJtlanY loaned $250,000 to lbbert H. King - Chainnan arrl 01.ief Executive Officer of 'W::>rld Ilcok, Inc. \1 

" 'lbe :p:iey is to be repaid in c:ne of three ways: (a) in 60 installments of $4,166.66 per rrcnth, (b) in full 90 days frcrn date of 
tennlnation, either voluntary or for cause, q.r (cl 180 days fran. date of any other tenninatic:n of enploirment. 'lbe loan is 
noninterest bearing. J 

F",-3 

,, 
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'lliE OCulT'' & FEI'ZER C<l1PANY AND SUBSIDIARY CCMPJ\NIEB 
SCHEOOIB VII - GUARANTEES CF SEX::URITIES CF Ol'HER ISSUERS 

N011eriber 30, 1982 

N<lne of Issuer of Securities 
Guaranteed by Person for 
\'llich Stateirent is Filed 

Ni>vember 30, 1982 
W::>rld Boak Finance, Inc. 

Short-term notes 

ColtlllTI B 

Title of Issue of 
Eadt Class of 

Securities 
Guaranteed 

7.875% notes payable Field Enterprises Internaticnal, Inc. 
( tmconsolidated subsidiary of W::>rld lb:>k, Inc.) 

il - • • • • 
Colunns D, E, am G are not presented as the infonnation l.S mt applicable. · 

Colum C 

'lbtal J\rrotmt 
Guaranteed and 
Outstanding 

§.,:: 690 ,685 

• •.... 

Colum F 

Nature of 
Guarantee 

Principal 

').' -'~-- ',~:t 
At Nov~r 30, 1?82, 'Ille. ~t & Fetzer ~ an:l it;; .. c<.msolidatoo subsidiaries maintainoo guarantees of ~;4. 306, 702 for a 
consolidated foreign subsidiary. ' · · 

F-4 
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'llfE scarr & FE'l'ZER CcMPANY AND SUBSIDIARY CCMPANIFB 
SCHEDUIE VII£ - VALUATICN AND QUALIFYIN3 ACxxxlNTs 

~or the years ended Novenber 30, 1982, 1981, ~~ 

~~ ""' "'.'.,::::_, 

ColUllll A 

Descflption 

Year Eh:led Noysnber 30, . 1982 
AllCMance for D:>ubtful 

Acrounts 

Year Eh:led lbrsnber 30, 1981 
AllCMance for D:>llhtful 

Acoounts 

,, Year Eh:led t-lollember 30, 1980 · 
AllCMance for D:>ubtful 

Accbl.mts 

Col\llll1 B 

,; 0 Balance at 
!3e$Jinning of Period 

$12,022,051 

$12,124,043 

$10, 724, tX,7 

(A) Write-Oft oZ~rollectible acoounts less recCJ11eries. . ,_, 

F-5 

Col\llll1 C 
Additions 

~a-ia~rg=ed'"''to rosts 
~:am expenses 

\] 

$ 7,788,122 

$ 7,840,030 

$ 8, 586, 540 

Colurm D 

" 
Deductions 

$ 7,265,482 (A) 

$ 7,942,022 (A) 

$ 7~ 187, 164· (A) 

0 

• 

Colurm E 

Balanee Eni, 
of"J?'briod 

$12,544,891 

$12,022,051 

di 
$12,124,043 

-



• 

• 

• 

• 

At Novanber 301 1982, 1981 and 1980, the Cl:tlpany naintaine:'I short-tenn debt balances doo only to , 
foreign banks. 

0 

(A) 'nle average amouni() outstanding during the period was corrputed by dividing the total of 
rronth-end out.Sta~j.!1')g principal balances by 12 • 

F-6 
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(.Z . 
Ti'IB scorr Ii FETZER CXMPANY AND SUB.SIDIARY CG!PANIFS 

SCHE001E X - SUPPUMENI'ARY IN'.XME STATEMENI' INFOR>IATIOO 
for the years' erded No\Tenber 30, 1982, l 98f:l and l 98Q 

Colurm A 

Item 

;year Fndoo No.Yenber 3o, 1982 

Maintenance and Repairs 
·o 

J\dvertising 

Year Fndoo No\Tenber 30, 1981 

Maintenance and Repairs 

J\dvertising 

Year Fndoo November 30, 1980 

Maintenance and Repairs 

J\dvertising 

Colurm B 
<::::~....,.,__-....-,----Cllargoo to 
Costs and Expenses 

$ 7,656,002 

$17,686,891 

$ 8,104,136 

$12,554,566 

$ 6,214,507 

$10,660,431 

(\ 

Amounts. for itens other than those reported have been excltrled because they 
111Dunt to less than 1% of net sales. 0

, 

,, 

" ' 
\\ 
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. WORLD BOOK FINANCE, INC. AND ITS SUBSIDIARY 

0 

REPORT.ON EXAMINATION OF CONSOLIDATED FINANCIAL STATEMENTS 

" _\'t 

' 
for the years ended November 30, 19182 and 1981 

,, 

. ~ ' 

c 

·~, ' ' . _, 

o" 
0 

0 

b 

fl,, . 
Cooper.;; 
&Lyorand. 
C8rtlfled· futiilc-1\ccOuntant_s 

22. 

0 
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'Coopers 
!&Lybrand 

certified public accountants 222 South Riverulde Plaza 
. Chicago, Illinois 60606 

telephone (312) 559-5500 
twx (910) 221-5211 
cables Colybrand 

To the Board of Directors and Shareholder 
World Book Finance, Inc. 

In principal areas ol tho world 

We have ~mined the consolidated balance sheet of World 
Book Finance, Inc. and its subsidiary at Nove_mber 30, 1982 and 1981, 
and the related consolidated statements of income and retained earn
ings, and changes in financial pos'i ti on for the years ended 
November 30, 1982, 1981 and 1980. Our examinations were made in ac
cordance with generally accepted auditinwfstandards 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 financial statements referred to above 
present fairly the consolidated financial position of World Book 
Finance, Inc. and its subsidiary at November 30, 1982 and 1981, and 
the consolidated results of their operations and changes in tbeir 
financial position for the years ended November 30, 1982, 1981 and 
1980, in conformity with generally accepted accounting principles 
applied on a consistent basis. 

Chicago, Illinois 
January 25, 1983 

F-8 
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WORLD BOOK FINANCE, INC. AND ITS SUBSIDIARY 

CONSOLIDATED BALANCE SHEET 

November 30, 1982 and 1981 

(In Thousands) 

ASSETS 

Cash 
Commercial paper and certificates 

of 
0 
deposit 

Finance receivables, net 
Due from World Book, Inc. 
Accrued interest receivable 
Prepaid expenses 
Furniture and fixtures, net of 

accumulated depreciation of $12 
in 1982 and $6 in 1981 

Total assets 

LIABILITIES 

Current portion of long-term debt 
Accrued interest and other expenses 
Distributors' reserves 
Unearned acquisition fees 
Due to World Book, Inc. 
Long-term debt 

Total liabilities 

SHAREHOLDER'S EQUITY 

Common stock - authorized 1,000 shares, 
without par value, 261 shares 
issued and outstanding 

Additional capital 
Retained earnings 

Total shareholder's equity 

Total liabilities and 
shareholder's equity 

The accompanying notes are an integral 
part of the financial statements. 

2 

\. 

1982 

$ 5 

29,850 
101,078 

2,357 
419 

26 

155 

$133,890 

$ 2,625 
3,933 
2,504 

524 

89,500 

99,086 

1 
26,000 

8 1803 

34,804 

$133,890 

(-' 

1981 
~' 

$ 1,385 

40,955 
89,518 

1,575 r.> 

64 

$133,497 

$ 2,625 
3,189 
1,446 

282 
1,697 

92,125 

101, 364 

1 
26,000 
6,132 

32,133 

$133,497 
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WORLD BOOK FINANCE, INC. AND ITS SUBSIDIARY 

CONSOLIDATED STATE~ENT OF INCOME AND RETAINED EARNINGS 
t ' for the years er:!f.ed .November 30, 1982, 1981 and 1980 0 

"(In Thousands) 

1982 

Revenue 
Facilitating fee --;:, $12,102 
Interest income and 

acquisition fees 5,337 
Investment income 4,989 

22,428 

Expenses 
Provision for credit losses 2,067 
Operating expenses 3,828 
Interest expense 11,022 

16,917 

Income bei'ore income taxes 5,511 

Provision for income taxes 
Federal 2,275 
State and local 565 

2,840 

Net income 2,671 
(• 

Beginning retained earnings 6,132 

Ending retained earnings $ 8,803 

\\ 

The accompanying notes are an integral 
part of uhe financial statements. 

3 
f• /O 

1981 

$ 7,650 

1,156 
6,333 

15,139 

322 
2,178 
8,426 

10,926 

4,213 

1,759 
390 

2,149 

2,064 

4,068 

$ 6,132 

$ 

$ 

25 

1980 

8,275 

44 
3,231 

11,550 

813 
7,15!!_ 

7,971 

3,579 

1,528 
258 

1,786 

1,793 

2,275 

4,068 

' ,I: 
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WORLD BOOK FINANCE, IN9. AND ITS SUBSIDIARY 

CONSOLIDATED STA1f EMENT OF CHANGES IN FINANCIAL POSITION 

for the years ended November 30, 1982, 1981 and 1980 

' (In Thousands) 

Sources of funds 
From operations 

Net income 
Add (deduct) items not 

requiring funds: 
Increase (decrease) in 

operations portion 
of int~rcompDnY 
receivable 

Decrease (increase) in accrued 
interest receivable 

Depreciation 
Increase (decrease) in 

accrued interest 
and other expenses 

Increase in unearned 
acquisition fees 

(Increase) decrease in 
prepaid expenses 

Total from operations 

Decrease (increase) 
in cash and \ 
short-term investments 

Increase in distribute~~· 
reserves \ 

Application of funds 
Increase (decrease) in 

finance receivables, net 
Increase (decrease) in 

non-operation~ portion of 
intercompany receivables 

Decrease (increase} in 
long-term debts 

Purchase of furITT.ture 
and fixtures 

$ 2,671 $ 2,064 $ 1,793 

(2,142) 1,302 4,067 

1,156 (1,298) (278) 
6 6 

744 1,911 (175) 

242 193 89 

(26) 45 (158) 
--~-

2,651 

1,058 

4,223 

(14,292) 

1,242 

5,338 

(1,590) 

204 

$16,194 $ (8,827) $ 3,952 

$11,560 

1,912 

2,625 

97 

$ 13, 805 

\\ (327) 

Q,22,375) 

70 

$ (822) 

2,149 

2, 625 

$16,194 $ (8,827) $ 3,952 

The accompanying notes are an integral 
part of the financial statements. D 

4 f· II 

0 

\\ 



• I 

1. 

:~· 

I 
WORLD BOOK FINANCE, INC. AND ITS SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Accounting Policies 

Principles of Consolidation - The consolidated financial 
statements include the accounts of World Book Finance, 
Inc. and its wholly-owned subsidiary, United Retail Finance 
Company which was organized April 11, 1980. Intercomp~ny 
balances and transactions have been elimina\ed. · · 

Relationshi with Parent Com an - Or anizi~on - World 
Book Finance, Inc. the Company is a wholly..;owned sub
sidiary of World Book, Inc. (World Book), which is a 
wholly-owned subsidiary of The Scott & Fetzer Company (Scott 
Fetzer). The Company purchases receivables from World Book 
on a nonrecourse basis under the provisions of an operating 
agreement, as amend .. d, dated August 31, 1978. The agreement 
calls for World Book to make facilitating fee payments to 
the Company as required to cause net earnings available for 
fixed charges as defined for each accounting period of three 
months or for each fiscal year to be 1-1/2 times the "fixed 
charges" for such period. 

27 

United Ret~.il Finance Company (United Retail) purchases 
receivables with recourse, under the provisions of an operating 
agreement dated June 30, 1981, from the independent-contractor
distributors of the Kirby Group of Scott Fetzer.. United Retail 
is required by this operating agreement to ma~ntain a provision 
for credit losses of not less than 21 of its finance receivables. 
These receivables have unearned finance charges and acquisition 
fees, which are recognized over the term of the receivable on an 
effective yield basis. The recourse receivabi!es in the financial 
statements are stated net of the unearned fin~nce charges and 
provision for credit losses. "1 

Short-Term Investments - Commercial paper and certificates 
of deposit are carried at cost, which approximates market 
value. Interest income is recognized as .earned. 

Contract R~serve - Upon the purchase of nonrecourse 
receivables, an amount equal to not less than 111 of the 
receivable balance 0,is withheld, 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 end of the fiscal year in 
excess of the sum of 51 of the aggregate amount of all 
receivables plus certain defined past-due accounts can be 
remitted to World Book. The non-recourse receivables in 
the financial statements are stated net of the contract 
reserve. 

5 f· l'l 
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WORLD BOOK FINANCE, INC. AND ITS SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, Continued 

0 

~. Accounting Policies, continued 

Distributors' Reserves - Upon the purchase of recourse 
receivables, an amount equal to 10% of the gross receivable 
balance is withheld, which is credited to a distributors' 
reserve account. Defaulted accounts are charged against this 
reserve if they are not repurchased by the distributors. 

Amounts in the Clistributors' reser-vell,<;at the end of each 
quarter in excess of 15% of a distributor's total receivables, 
but nnt less than $5,000, are remitted to that distributor. 
Under certain circumstances, the entire recourse receivable 
may not be purchased. Any such amount not purchased is 
established as an additional deferred payable and is included 
as a part of distributors' reserves. Such deferred payables 
are eligible for release to the distributor if the receivable 
i~ current at the midpoint in the financing term. 

Income Taxes - The Company's taxable income is included 
in the consolidated tax return o:f Scott Fetzer. The 
Federal tax provision is calculated on a separate return 
basis, without any benefit for the surtax exemption • 

Furniture and Fixtures - Furn~ture and fixtures are stated 
at cost. Depreciation is charged to operations based on 
the straight-line method over the useful lives of the assets . 

() 

[l 
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WORLD BOOK FINANCE, INC. AND ITS SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, Continued 

"' 2. ~inance Receivables 

The maturities and an analysis of the amounts deducted from 
finance receivables at November 30, 1982 and 1981 are as follows 
(in thousands) : 

Due in one year or less 

Due after one but not more 
than two years 

Due after two years 

Finance receivables 

Contract reserves 

Unearned finance charges 

Allowance for credit losses 

Finance receivables, 
net 

Total nonrecourse and 
recourse finance 
receivables, net 

1982 1981 
Nonrecourse Recourse Nonrecourse Recourse 

$ 42,128 

45,866 

25,899 

113,893 

(39,850) 

----

74,043 

$ 6,466 

26,887 

33,353 

£,4' 773) 

__lb545) 

27,035 

$101,078 

$ 38,555 

48,950 

30,073 

117,578 

(38,333) 

l 

·79,245 

$ 2,329 

9,930 

12,259 

(1,6,~4) 

'>" 
(32;} 

10,273 

$89,518 

The change in the con~ract reserve from December 1, 1980 through 
November 30, 1982 is is follows (in thousands): 

(l 

Balance, beginning 
of year $ 38 ,333 

1981 
~.-

$ 36,378 
·-~~ 
(~ 

:::"-~ 
- : _. __ --c;///' '_, 

Amount withheld on 
purchase of 
obligations 

/I 
I 
I/ 

Defaulted obligations 

Reserves returned per 
operating agreement 

Ba~ance, end of year 

15,903 

(13, 787) 

(599) 

1,517 

$ 39,850 

7 

17,223 

(14,618) 

( 650) 

1,955 

$ 38,333 
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WORLD BOOK FINANCE, INC. AND ITS SUB~IDIARY 
\)""'·, 

•'/: ~v, 
NOTES TO CONSOLIDATED FINANCIAL STATEM~TS, tontinued 

3"/J 

3. ~istributor Reserves 

The following reflects the changes in the distributor reserves 
·~· from December 1, 1980 through November 30, 1982 (in thousands): 

4. 

Balance, beginning of.". year 

Amounts withheld on purchases 

Repurchases 
() 

Refunds to distributors 

Balance, end of year ,, 

Long-'Il!3rm Debt 

Long-term debt at November 30, 1§82 
the following (in thousands0: 

~romissory notes (10%) 
Promissory note (14.751) 
Term loan (8.751) 
Term loans (15.25%) 

$ 

I: $ " 

1982 1981 

1,446 $ 188 

3,873 1,276 

(2,752) ( 12) 

(63) ( 6) 

2,504 
·0 $1,446 

~~ 

consisted {f 

19~2 

$39,500 
251,0.00~· 

25,000 

1981 

$42,125 
25,000 
25,000 

Total long-term debt J$89, 50°- $92, 125 
c=~' 

Under the provisions of the debt agreements, the Company is 
required to c'bmply with its operating agreements with World Book 
and the Kirby Group and to meet ·certain covenants, the major 
restrictions;of which are: 1) net eligible assets as defined 
will riot be less than 1101 of total indebtedness (less the 
aggregate of senior and junior subordinated indebtedness held 
by World Book or Scott Fetzer); 2) net earnings available for 
fixed charges will not be les~s than 150% of fixed charges for 
any quarter; 3) the senior indebtedness of the Company shall not 
exceed 4001 of shareholders' equity; 4) shareholders' equity will 
no~./1"!lVhan $25, 000, 000; 5) the aggregate indebtedness of 
the Company plus deferred tax obligations srrall not exceed 6001 

0 of shareholders' equity and 6) the Company will not pay or declare 
any dividend, redeem, purchase or otherwise acquire any shares of 
its stock unless the cumulative amount of' all such payments does 
not exceed net earningG subsequent to November 30, 1979. At 
November 30, 1982 retained earnings in the amount of $6,528,000 
were available for the payment of _cl,ividends. 

0 ~ 
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WORLD BOOK FINANCE, INC. AND ITS SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, Continued 

Long-Term Debt, 

,_ 
,, ="""\ 

cdtitinued \1 
The 101 promissory notes 
$2,625,000 to 1997, with 
1998. 

:r--

~ - . are payable in annual instal~ments of 
a final payment of $2,750,000~on August 

"·-

3/ 

31, 

The 14.751 promissory note represents financing to be used for the 
purchase of receivables from qualifying \Jistributon,s of the Kirby 
Group of Scott E.etzer. The note is payable in five annual 
installments of $5,000,000, commencing June 30, 1985 . 

The 15.251 term loans maturepn August 17, 1985. Upon maturity, 
the in~~rest rate is subject to adjustment on a defined basis, the 
amount ol which is not to be less than 17.251. 

Aggregate maturities of long-term debt during the five-year 
period November 30, 1983 through November 30, 1987 are $2,625,000, 
$2,625,000, $32,625,000, $7,625,000 and $7,625,000, respectively. 

5. Contingent Liabilities 

t As of No'vember 30, 1982, the. Company has guaranteed $690,685 
of debt obligations of Field Enterprises International, Inc., 
an unconsolidated foreign finance subsidiary of World Book. 

It 
' ! 

• 

• 

• 

6. Reclassifications 

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

9 
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AGREEMENT 

Agreement made as of August 17, 1982 by and among WORLD BOOK 
FINANCE, INC. ("Borrower"), NATIONAL CITY BANK ("NCB•), and 
SOCIETY NATIONAL BANK ("SNB") (NCB and SNB hereinafter some
times referred to individually as "Bank" and collectively as 
the •Banks•): 

1. (CROSS-REFERENCE) Certain terms used in this Agreement are 
defined in section 10. 

2. (TERM LOANS) This Agreement contemplates that each Bank 
will, upon the terms and subject to the conditions of this 
Agreement, grant Borrower a term loan • 

I~ 

2.1 (AMOUNTS) The amount of the term loan granted by NCB 
to Borrower shall be fifteen million dollars ($15 ,000 ,000). (:) 
The amount of the term loan granted by SNB to Borrower shall 
be ten million dollars ($10,000,000), 

2. 2 (MATURITY) . The term loans shall mature on August 1; , 
1985, unless either or both of the Banks accelerate the~ 
time at which their term loans shall be due and payable in 
full pursuant to this Agreement. 

2.3 (INTEREST) Interest shall accrue and be payable on" 
both of the term loans as follows: 

(a) Prior to maturity, interest shall accrue on 
the principal amount of and any overdue interest 
on each term loan at the fixed rate of fifteen 
and one-quarter percent (15-1/4%) per annum. 

(b) After maturity, interest shall accrue on the 
unpaid principal of and any overdue interest 

(1) on NCB's term loan at a rate equal to 
two percent (2%) per annum above NCB's base 
rate from time to time in effect and 

(2) on SNB's term loan at a rate eaual to 
two percent (2%) p~r annum above SNB's prime 
rate from time to time in effect, 

with each change in NCB's base rate or·SNB's prime 
rate respectively, automatically and immediately · 
changing the rate thereafter applicable to that 
Bank's term loan, provided that at no time after 
maturfty shall the rate applicable to either term 
loan be. less than seventeen and one-quarter 
percent (17-1/4%) per annum • 

/) 
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(c) Interest shall be computed, on the basis of a 
36S-day year for the actual number of days elapsed • 

(d) Interest shall be paid in arrears by Bor
rower directly to each Bank begi,nning on December 
1, 1982 and thereafter on the first day of each 
March, June, September, and December, and at 
maturity • 

2.4 (PREPAYMENT PROHIBITION) No prepayment Of the prin
cipal of any term loan shall be permitted. 

2.S (TERM NOTES) To eviaence the term loans, Borrower 
shall execute and deliver to NCB a term no'te in the form 
and substance of Exhibit A and shall execute and deliver to 
SNB a term note in the form and substance of Exhibit, B. 

3. (PRUDENTIAL COVENANTS) Borrower agrees that until the 
principal of and interest on both of the term loans shall have 
been paid in full, Borrower will perform and observe, and will 
cause the Subsidiary to perform and observe their respective 
obligations under 

(a) each pro,vision of paragraphs SA, SB, SD and 
SE of each of the Prudential Agreements, provided 
that each reference to Prudential in these para
graphs shall be deemed to be, for purposes of 
this Agreement, a reference to both NCB and SN~ 
(thus entitling each Bank to the same rights an'd 
privileges afforded to Prudential by such provi
sions) and all references to a •oefault• or an 
•Event of Default" in paragraph SA shall be deemed 
to include •events of default• and "defaults under 
this Agreement• as those terms are defined in 
section 10 hereof: and 

(b) each provision of paragraphs 6A, 6B, 6C, 6D 
and 6E in each of the Prudential Agreements, 

without regard to any payment in full, satisfaction or 
other cancellation of any Prudential note and as any such 
provisions may be affected by any waiver, consent, amend
ment, supplement or any other modification of any kind by 
Prudential to, or affecting the provisions of, the Pruden
tial Agreements set forth in subsections (a) and (b) above, 
provided that, in the case of each such waiver, consent, 
amendment, supplement or other modification of, any kind, 
Borrower shall have given prior written notice thereof to 
each Bank and both Banks shall have given written consent 
or have no reasonable basis for withholding such consent 
with respect thereto. · 

\ 
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4. (OPENING COVENANTS) Prior to or at the execution and deliv
ery of this Agreement Borrower shall have complied or caused 
compliance with the following: 

4.1 (RESOLUTIONS) Borrower's secrP.tary or assistant 
secretary shall have certified to each Bank a copy of reso
lutions duly adopted by Borrower's board of airectors or 
its Executive Committee in respect of this Agreement and 
the certificate (if required) referred to in the first 
sentence of section 5. 

4.2 (LEGAL OPINION) Borrower's outside counsel shall have 
rendered to the Banks their written opinion in respect o,f' 
the matters referred to in subsections 5.1 and 5.2, which 
opinion may be subject to such qualifications and excepl 
tions, if any, as shall be satifactory to the Banks. ,\ 

4.3 (PRUDENTIAL AGREEMENTS) Borrower's secretary or 
assistant secretary shall have. certified to each Bank a 
true and complete copy of each of the Prudential Agreements. 

4.4 (OPERATING AGREEMENTS) Borrower's secretary or assis
tant secretary shall have certified to each Bank a true and 
complete copy of each of the First Operating Agreement and 
the Kirby Operating Agreement. 

4.5 (LETTER AGREEMENT) Borrower shall have deliv.ered to 
each Bank a letter agreement among Borrower, The Scott-Fetzer 
Company, World Book, Inc., World Book Encyclopedia, Inc., 
and United Reta,il Finance Company in respect of the First 
Operating Agreement and the Kirby Operating Agreement. 

5. (WARRANTIES) Subject only-to such exceptions, if any, as 
may be set forth in a certificate delivered to each Bank by 
Borrower • .. s secretary or assista11t secretary prior to the execu
tion and delivery of this Agreement, Borrower represents and 
warrants as follows: . 

5.1 (EXISTENCE) Borrower and the Subsidiary are each 
corporations duly organized and validly existing in good 
standing un.der the laws of the State of Delaware. Each 
company is duly qualified as a foreign corporation in each 
state or other jurisdiction in which the nature of the 
business conducted by it makes such qualification necessary 
or where failure to qualify would have a material adverse 
effect upon the companies' financial conditions and their 
ability to transact business. 

5.2 (RIGHT TO ACT) Borrower has requisite corporate power 
and authority to enter into this AgreemP.l'lt and to obtain 
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the term loans. No registration with or approval of any 
governmental agency of any kind is requireu,on the part of 
Borrower for the due execution and delivery or for its per
formance of this Agreement or the term notes. The officer 
executing and delivering this Agreement and the term notes 
on behalf of Borrower has) been duly authorized to do so. 
Neither the execution and delivery of this Agreement and 
·the term notes by Borrower nor the performance and obser
vance of the respective provisions thereof by any company 
will violate. any existing provision in the certificates of 
incorporation or by-laws ~f any company or any applicable 

.. law or cause any company t:o violate or otherwise become in 
default under any contract or other obligation now existing 
and binding upon it. Qpon the execution and delivery 
thereof, this Agreement and the term notes will each become 
a valid and binding obligation of Borrower. 

5. 3 (LITIGATIO!O No ii tigation or proceeding is pending 
against any company before any court or any administrative 
agency which in the opinion of Borrower's officers might, 
if successful, have a material, adverse effect on the.com
panies. viewed on a consolidated basis. 

5.4 (TAXES) 'Each company has filed all federal, state and 
local tax returns which are required to be filed by it and 
paid all taxes due as shown thereon (except to the extent, 
if any, that any tax is being contested in good faith and 
by timely and appropriate proceedings). The Internal 
Revenue Service has not alleged any material default by 
Borrower in the payment of any tax material in amour.t or 
threatened to make any assessment in. respect thereof which 
has not been reflecteq in the financial statements referred 
to in subsection 5.8. · 

5.5 (TITLE) The companies have good and marketable title 
to their resp~ctive real properties, and good title to all 
of their othe1: respective properties and assets reflected 
in their consolidated balanca;sheet as at November 30, 1981 
(except for changes resulting from transactions in the 
ordinary course of business) subject to no lien of any kind 
except those permitted by paragraph 6C(l) in each of the 
Prudential Agreements. 

5.6 (LAWFUL OPERATIONS) Each company's operations are in 
substantial compliance with all material requirements 
imposed by applicable law, whether federal or state. 

5.7 (ERISA COMPLIANCE) No material accumulated funding 
··deficiency exists in respect of any of the companies' 

employee benefit plans. No reportable event has occurred 
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in respect of any such plan which is continuing and which 
constitutes grounds either for termination of the plan or 
for court. appointment of a trus.t'\~e for the administration 
thereof, ·· 

5.8 (•No~-PURPOSE" BORROWING) Borrower is net engaged in 
the business of extending credit for the purpose of pur
chasing or carrying any margin stock (as defined in Regu
lation U of the Board of Governors of the Federal Reserve 
System>,,. No proceeds of the term loans will be used for 
the purpose of purchasing or carrying any margin stock, to 
extend credit to others for any such purpose, or to reduce 
or re,tire any Indebtedness incurred for any such purpose. 

5.9 (FINANCIAL STA~EMENTS) Borrower's annual audit report, 
prepared as at: November 30, 1981 and certified by Coopers & 
Lybrand, and the companies' interim financial statements, 
prepared as of May 31, 1982, each of which has been here
tofore furnished by Borrower to Bank, are true and correct 
in all material respects (subject, as to interim state
ments, to routine 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 fairly present their financial condition. as of 
thee.respective dates thereof (including a full disclosure 
of material contingent liabilities, if any, required to be 
shown in accordance with such accounting principles) and 
the results of their operations for the' respective fiscal 
periods then ending, all on a consolidated baS!iS. There 
.has been no material adverse change in the financial con
dition, properties or business of· the companies since May 
31, 1982, nor has there been any material change in their 
accounting _procedures since November 30 ,. 1981. , __ , 

5.10 (DEFAULTS) No default under this Agreement exists, 
nor will any exist immediately after the execution and 
delivery of this Agreement and the term notes • 

6. (EVENTS OF DEFAULT) Each of the following shall constitute 
an event of default hereunder: 

6.1 (PAYMENTS) If Borrower fails to pay fully 
\\ 

(a) any principal of either term note when the 
same shall become due; or 

(b) any interest on either term note when the 
same shall become due and which rema'oins unpaid· 
for ten (10) days after the due date~ · · 
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6.2 (WARRANTIES) If any representation, warranty or 
statement made in this Agreement or any related writing or 
any other material information furnished by or on behalf of 
any company to the Banks in writing shall be erroneous in 
any material respect on the date as of which made. 

)\6.3 (COVF;NANTS) If any company shall fail or omit to 
"-=''perform ai-ld observe an~ covenant or agreement which it is 

obligated''to per~orm or observe under the terms of this 
Agreemeri't (other than those referred to in subsection 6 .1) 
and that failure or omission shall not have been fully 
corrected within thirty (30) days after the Banks have given 
written notice to Borrower of such failure or omission. 

6.4 (CROSS-DEFAULT) If the maturity of any indebtedness 
for borrowed money or of any funded indebtedness now owing 
or hereafter incurred by any company shall be accelerated 
pursuant to any indenture, agreement or other instrument 
which evidences or secures any such indebtedness or pur
suant to which any such indebtedness is issued or assumed; 
or if any indebtedness which has matured by lapse of time 
(and not by acceleration) or which was payable on demand 
shall not have been paid in full within thirty (30) con
secutive days after the same became due and payable or 
after demand for payment was made; provided that this sub
section 6.4 shali not apply to any indebtedness of less 
than two hundred fifty thousand dollars ($250,000). 

6.5 (SUBSIDIARY'S SOLVENCY) If (a) Subsidiary shall com
mence any insolvency acti.on of any kind or admit (by answer, 
'default or otherwise) the material allegations of, .or con
sent to any relie~ requested in, any insolvency action of 
any kind commenc.ta against Subsidiary by its creditors or 
any thereof, or (b) Subsidiary's creditors or any thereof 
shall commence against Subsidiary any insolvency action of 
any kind which shall remain in effect (neither dismissed 
nor stayed) for sixty (60) consecutive days. 

6.6 (BORROWER'S SOLVENCY) If (a) Borrower shall discon
tinue substantially all of i.ts operations, or (b) Borrower 
shall commence any insolvency action of any kind or admit 
(by answer, default or otherwise) the material allegations 
of, pr consent to any relief requested in, any insolvency 
a:;tion of any kind commenced against Borrower by its cred
itor:s or any thereof, or (c) Bor;:ower's creditors or any 
ttlbreof shall commence against Borrower any insolvency 
action of any kind which shall remain in effect (neither 
dismissed nor stayed) for sixty (60) consecutive days. 

7. (BANKS' RIGHTS UPON DEFAULT) Notwithstanding any con~rary 
provisi!on or inference in this Agreement or in any related 
writing, 

-6-
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7.1 (OPTIONAirDEFAULTS) if .any event of default referred 
to in subsections 6.1 through 6.5, both inclusive, shall 
occur and be.continuing and shall not have been theretofore 
remedied 9r waived, NCB and. SNB shall each have the right 
in its sole discretion, by giving written notice to Bor
rower, to accel~rate the matuQ'.iity of the term notes which 
shall thereuponc'become and thereafter be immediately due 
and payable in full ~ithout any presentment or demand and 
without any further or other notice of any kind, all of 
which are hereby waivedi 

-"• _\? 
7.2 (AUTOMATIC DEFAULTS) if any event of default referred 
to in subsection 6.6 shall occur, the term notes shall 
thereup.on become and therea.fter be immediately due and pay
able in full, all withou.t any presentment, demand or notice 
of any kind, all of which are hereby waivedi 

a. (INTERPRETkT·ION) No course of dealing bY either Bank in 
respect of, nor\ any omission or delay by either Bank in the 
exercise of, any right, power or privilege referred to in sub
section 7.3 or elsewhere in this Agreement or in any related 
writing shall operate as a waiver thereof, nor shall any single 
or partial exercise thereof preclude any further or other exet.
cise thereof or of any other, as each such c!'~i9ht, power or pr i
vilege may be exercised either independently or concurrently 
with others and as of ten and in such order as such Bank may deem 
expedient. Thill Agreement may be amended by written action of 
the parti,es and the Banks may from time to time in their dis-

, ct·e€ion g,~ant Bprrower waivers ''arid consents in respect of this 
·>' Agreemenf".or any related writing, but no such waiver o.r consent 

sh'al1;1bin4, the Banks ur,iless specifically grari;ted by the Banks 
~in writing''· which writing shall be str ict0ly construed. Each 
right, powe/r· or privilege specified or referred to in this 
Agreement or any related writing is in addition to and not in 
limitation of anYc, other rights, powers and pi\i,,vileges that 
either Bank may otherwise have or acquire by operation of law, 
by other contract' Q.r othe.i:wise. The provisions of this Agree-: 
ment and the related wri,t,ings shall bind and benefit Borrower 
and each Bank and their respective successors and assigns, 
including. each subsequent holder, if.• any, of, either of the term 
notes. Ttle several captions to different sections• and sub
~J~c'tions of this Agreement are inserted for convenience only., 

"aitd shall be ignored in interpreting the provisions thereof. . 
This Agreement may be executed simul):aneously in twq\or IJlpre 
counterparts, each of which shall be··aeemed an original !:Yut 
which togi:?ther. constitute one agreement. T.his Agreement .,.and 
the related writings and the re.spective rights and obligations 
o·f the parties hereto shall be construed in accordance with and 
governed by Ohio law. 

\ / \~ <;•, ,, 
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9. (NOTICE) A notice to or request of Borrower shall be deemed 
to J"i'ave been given or made hereunder when a writing to that 
effect shall have been delivered to an officer of Borrower or 
five (5) days after a writing to that effect shall have been 
deposited in the United States mail and sent, 'With postage pre
paid, by registered or certified mail to Borrower at the address 
set forth. opposite Borrower's signature below (or to such other 
address as Borrower may hereafter furnish to each Bank in 
'writing for that purpose), irrespective of whether the writing 
i~ctually received by Borrower. No other method of.giving 
actual notice tc. or making a request of Borrower is hereby pre
cluded. Every notice required to be given to NCB or SNB pur
suant to this Agreement shall be delivered to a loan officer at 
the address set forth opposite such Bank's signature below (or 
such other address as s~ch Bank may furnish to Borrower in 

!} 

writing for that purpose) • · 

10. (DEFINITIONS) As used in. this Agreement and in the related 
writings, 

accumulated funding deficiency sh!1111 ha.ve the ll)eaning 
ascribed thereto in section 30'2 (a) (2) of ERISA; 

Bank refers to either NCB or SNB,_.as the case may be; Banks 
refers to both NCB and SNB; · · 

\\ 

Borrower means World Book Finance,. Inc., a Delaware corpo
ration having its principal place of business in Chicago, 
Illinois; 

company refers to Borrower or to ~ubsidiary or to both, as· 
the case may be; " 

default under: this Agreement means an event, condition or 
thing which ~as occurred or exists that constftutes or 
which with.<-.the lapse of any applicable grace period or the 
giving of notice or both would constitute an event of 
default referred to in section 6 and whi,f"h has not been 
appropriately waived in writing in accordance with this 
Agreemenb or corrected to the Banks' full satiSfaction1 

(I . 

employee benefit plan shall have the meaning ascribed there
to in section 3(3) of ERISA and shall mean such a plan of 
one or more or all of the companies; 

f_J 

ERISA me'fins the Employee Retirement Inc6me Security Act of 
l974 as"amended from time to time; and in the event of any 
amendment affecting any sec,tion thereof referred to in this 
Agreement, that refere.nce tl:)_~reafter shall be a refe.rence 
to that section as amended, supplemented, replaced cir other-
wise modified; ' • 

-a-
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event of default is defined in section 61 

First Operating Agreement. shall,. have the same meaning as 
given to it in paragraph 10,AA of the 1981 Prudential Agree-·"" 
ment; o 

funded indebtedness means indebtedness which matures or 
which (including each renewal or extension, if any, in 
whole or in part) remains unpaid for more than twelve ., 
months a·fter the date originally incurred, it being under-· 
stood that in the case of any indebtedness payable in 
installments or evidenced by serial notes or calling for 
sinking fund payments, those payments maturing within 
twelve months after the date of determination shall be con
sidered current indebtedness r~ther than f~nded indebted
ness; 

insolvency action means either (a) a pleading of any kind 
filed by a company to seek rel,ief from its creditors, or 
filed by that company's credit'brs or any thereof to seek 
relief of any kind agains't that company, in anir court or 
other tribunal pursuant to any law (whether fe/~eral, state 
or other) relating generally to the rights of creditors or 
the relief of debtors or both, or (1p) any other action of 
any kind commenced by tl!iat company qr its creditors or any 
thereof for the purpose of marshalling that company's assets 
and liabilities for the benefit of its creditprsi and 
"insolvency action" includes (without limitation) a petition 
com.~encing a case pursuant to any chapter of the federal 
bankruptcy code, any application for the appointment of a 
.r•eceiver, trustee,, liquidator or custodian for a debtor or 
any substantial part of its assets, and any assignment by a 
debtor for the general benefit of its creditors; ,, 

Kirbv Operating A•;j'reement shall have the sa!!lfo' meaning as 
given to it in paragraph 3G of the 1981 Pruci\ential Agree-
ment; . ,. a 
lien means 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 t:itle retention agreement, any lease in the 
nature thereof, and the filing of an agreement to give any 
financing statement under the Uniform Commercial Code of 
any jurisdictio~.); ~ 

NCB means National City Bank, a national banking association 
organized under the laws of the United States and having 
its maip office in Cleveland, Ohioi. , -

'\\' 
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NCB's base rate means the fluctuating rate, as in effect at 
the time in question, that is publicly announced by NCB 
from time to time in Cleveland, Ohio, as being its base 
rate thereafter in effecti 

overdue interest means interest which at the time in 
question shall have become due in accordance with the terms 
of subsection 2.3(d) of this Agreement and which has not 
been paidi 

1981 Prudential Aareement means the Note Agreement between 
Borrower and Prudential dated June 30, 1981, as in effect 
on the date .of this Agreementi 

1978 Prudential Agreement means the Note Agreement between 
Borrower and Prudential dated August 31, 1978, as amended 
by a letter from Borrower to Prudential dated June 30, 
1981, and in effect on the date of this Agreementi 

~.§.2.!l means any individual, partnership, jiint venture, 
corporation, trust, estate, or other association or entity, 
or any governmental unit or agencyi 

Prudential means The Prudential Insurance Company of 
America, a New Jersey corporation having its principal 
office in Newark, New Jersey; 

Prudential Agreements means the 1978 Prudential ~greement 
and the 1981 Prudential Agreement; 

.Prudential note means any promissory note issued under the 
1978 Prudential '.Agreement or under the 1981 Prude,ntici1 
Agreement; 

(/' 
related writing means any notice, note, financial statement, 
audit report, request or other writing of any kind which is 
executed by a company, or certified or signed by one or 
more of the officers, auditors or counsel of the companies, 
and is delivered to either Bank pursuant to this Agreement; 

reportable event shall be defined in accordance w~th ERISA; 

SNB means Society National Bank, a national banking asso
ciation organized under the laws of the United States and 
having its main Qffice in Cleveland, Ohio; 

SNB's prime rate means the fluctuating rate, as in effect 
at the time in question, that is publicly announced by SNB 
from time to time in Cleveland, Ohio, as being its prime 
rate thereafter in effect; 

'-'-' 
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Subsidiary shall mean United Retail Finar:ce Company, a 
Delaware corporation and wholly-owned subsidiary of 
Borrower: 

term loan means the loan made by each Bank under this 
Agreement: term loans means the term loan made by NCB and 
the term loan made by SNB: · 

term note means a promissory note being either in the form 
of Exhibit A or Exhibit B and executed and delivered by 
Borrower to NCB or SNB to evidence each Bank's term loan: 
term notes means the term note executed and delivered to 
NCB and the 'term note executed .. and delivered to SNB: 

the foregoing definitions shall be applicable to the 
respective plurals of the foregoing defined terms. 

,. 
11. (INVESTMENT PURPOSE) Each Bank represents and warrants to 
Borrower that .it is familiar with the' Sectirities Act of 1933 as 
amended and that it is not acquiring its' term note for the pur
pose of distribution or resale:. provide•:!, that each Bank at all 
times shall retain full control over the disposition of its 
assets. 

Address: 
Suite 500 
Merchandise Mart Plaza 
Chicago, Illinois 60654 

Address: 
1900 East Ninth Stre.et 

.- Cleveland, Ohio 4411& 
Attention: Metropolitan 

Division 

Address: 
127 Public 
Cle"ieland, 
Attehtion: 

Square 
Ohio 44114 

Metropolitan 
Division 

WORLD BOOK FINANCE, INC. 

NATIONAL CITY BANK 

By ...,t......:.l:.~~AJ'd:;:::.:'.-:'C_:.':.......,. __ 

',_,(- /,~~ 6~i 

SOCIETY NATIONAL BANK 

By k7f;z;r~fli 
Title Ucua- /l.tt•"· . .f 
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$15,000,000 Cleveland, Ohio August j]__, 1982 

On August 17 , 1985, the undersigned, ~ BCXl< FillANcE, INC. (a Delaware 
c:orporiatioil)for value received promises to pay to the order of NATIOOAL CITY 
BANK ("Bank") at Bank's main office in Cleveland, Ohio, the principal sum of 

FIF'l'EEN MILLIOO RID ID/100 -- OOLLARS 

together with interest as provided below. 

The principal sum, of this note shall bear interest payable oo December 1, 1982, 
and oo the first day of each March, June, september and December thereafter and 
at the maturity hereof, and conputed oo a basis of a 365-day year for the actual 
nllli>er of.,days elapsed as followsi prior to maturity, at the rate of fifteen 
and ooe-cjuarter";~rcent (15-1/4%) per annum; and after maturity, at a · 
fluct:uatil'll3 rate equal to two percent (2%) per anm111 above Bank's base rate from 
time to time in effect, with each change in Bank's base rate automatically and 
imnediately ~h~il'll3 the rate there~fter a~licable to this note after maturity, 
provided that in no event after maturity shall this nQte bear interest at a 
l.esser rate than seventeen and one-quarter percent (17-1/4%) per annum. 

No prepayment of the principal sum of this note may be made. 

e As. used in this note, the term "base rate" means the fluctuating rate, as in 
effect at the time in .question, that is publicly announced by Bank from ti.rre to 
time in Cleveland, Ohio, as being its base rate thereafter in effect. 

· This. note is ooe of the term notes referred to in a certain Agreement of e11en 
date herewith by and between Bank.~ the undersigned, which Agreement contains 

e provisions for the acce.leration of the maturity hereof upon the happening of 
certain events. This oote shall be governed by and construed in accordance with 

... Ohio law. 

• 

• 

• 

Address: 
Suite 500 
Merchandise Mart Plaza 
Olicago, Illinois 60654 

K>RID BX>K f!NANCE, INC. 
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$10,000,000 Cleveland, Ohio August .u_, 1982. 

Q\ August 17 1 1985, the undersigned, K>RID BOO< FINANCE, INC. (a Delaware 
corporatioO'i"'for value received promises to pay to the order of SOCIETY Nl'.TION.l\L 
BANK (•Bank") at Bank's main office in Cleveland, Ohio, the principal sum of 

C• 

TEN MILLIOO AND N'.>/100 -- OOLLARS 

together with interest as provided below. 

The principal sum of this note shall bear interest payable on December 1, 1982, 
and oo the first day of each March, June, September and December thereafter and 
at the maturity hereof, and o:inputed on a basis of a 365-day year for the actual 
nlnlber of days elapsed as follows: prior to maturity, at the rate of fifteen 
and one-quarter percent (15-1/4%) per annumi and after maturity, at a 
fluctuating rate equal to two percent (2%) per annlJll above Bank's prim=,,rate 
fran time to time in effect with each change. in Bank's i:rime rate automatically 
and imnediately changing the rate tl'iereafter applicable to this note after 
maturity, provided that in no event after maturity shall this note bear interest 
at a lesser rate than seventeen and one-quarter percent (17-1/4%) per annum. 

No {repayment of the principal sum of this note may be made • 

As used in this note, the term "prime rate" means the fluctuating rate, as in 
effect at the time in question, that is ?Jblicly announced by Bank from time to 
time in Cleveland, Ohio, as being its prime rate thereafter in effect. 

This note is one of the term notes referred to in a certain Agreement of even 
date herewith by and between Bank and the undersigned, which Agreement contains 
pravisions for the acceleration of the maturity hereof upon the happening of 
certain events. This note shall be governed by and constru/00 in accordaneoe with 
Ohio law. 

Address: 
Suite 500 
Merchandise Mart Plaza 
Cllicago, Illinois 60654 

~RLD ln>K FINANCE, INC. 
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EXHIBIT 

TitE scon • FETZER COMPANY 

1•1 Stock Option Plln 

I. 1be total number of lhua wbicb may be 
luued lllCI IOld under opcioas pntc4 punUllll 
ID dlil Stock Opcioa 1'1111 lhlll DOI eu.eed 
500,000 lbarel of tbe Compuy'• Common 
Stock without pc Yllue, w:cpt to tbe ealall of 
ldjustments IUlboriz.ed by the lut 1entence of 
Pmppb 5 of Chis Stocll: Opciaa Pllll. Sucb 
lhua may be treuu:y Ibara or lbua of aria· 
11111 iuue or 1 combinalioa of the fcnaoiaa. 

2. 1be Boud of Directan of the Comp111y 
may, ftom time to time and upoa sucb tenm and 
coaditioas u it may delcrmiDe, autMrlzC •the 
pntina to omcerl (incJudina oftic:en who lie 

memben.oftbe Boud of Directan) and to atber 
key employees of tbe Company or any of iU 
IUbsidiariea of opcioas IO .. buy from the Cml· 
puy ab~\ot Common Stocll:. and may fil tbe 
9!1D1ber of ~s to be eovcnd by cacb 1UCb 
opcioa, provided, bowever, 11111 die agreptc 
flir market value (detcrmined,,u of tbe time tbe 
opcioa is pied) of tbe ICOCk for wbicb any 
employee may be panted opcioas in any Cllen· 
dar year wbicb lie intended ID qualify u 
"IDcentlve Stock Opcioas" UDder Seclion 
422(A) of the lntcrnal Revenue cOde (UDder all 
plua of tbe Coinpuy and ill parent and IUb
lidiary carpontioas, if any) aba!I DOI eu.eed 
SJ00,000 plus any unused •limit cmyover to 
IUCb year (sucb unused limit carryover ID be 
determined u provide in llUCb Section 422(A)). 
Succaaive opcions may .be panted to tbe ume 
pen.111 wbltber or DOI tbe opcioa or opciooa fint 

(10) (iii) 

panted to llUCb ~ ftlDlill uncun:iled. Tbe 
Directan may, wida the CGDCUrlellCC of tbe If. 
fecteci opcioaeea, cuccl uy opcioD panted un· 
der this Stock OptioD Pllll llld may 111tboriz.e 
tbc pntina ol 1 - opcioD or opcioas, ID buy 
from tbe Company lhua of tbc C-puy's 
Common Stocll: in tbe ume number or 1 differ· 
eat number u provided by tbe cucclled option. 

3. Optloas panted Ulll!cr dlil Stock Option 
Pllll may be (i) opcioas wbicb are intended to 
qualify uader penicular provisioas of tbe Inter· 
1111 Revenue Code, u ill ~Kt from time to 
time, (ii) opcioDs wbicb 1R DOI intlCDded IO ID 
qualify under tbc ~~Revenue Code, or(iii) 
cambia•tioaa of dic~foreaoinl. No opcioD aba1J 
IUD for llllft than ICll ,_s from tbe date pant• 
ed. No opcion lba1J be ll'llllfcnble by tbe op
tiallee Glhawile than by will or the Jaws of 
descellt ..: cliluibutloa. 

4. 1be opcioD price 111111 DOI be leu dlln tbc 
fair mmtet Yllue of tbe abana eovcnd by tbc ' 
opcioD II the time the opcioD ii pnted. 1be 
opcioD pri=e 111111 be payable in cub or, in 
wbole or in plft, in lbua of the Compufs 
Cmln!O!! Sliocli:· Yllued II flir IDllket Yllue. 1be 
Directan may llllboriz.c, upoa llUCb conditions 
llld Jimiwioas u Ibey deem ldvislble, the 
eurreadel of.• opcioa, or ~Y poniOD tbereof, 
pnted, lmdet dais Stoc:ll: Ojicion Pllll ud the 
delivery in evb'DF damfor of: (1) abares of 
tbc Compuy.'•'f'--' S10Ct uvina 111e flir 
mmUt value OD tbe dale of auncuder oqual IO 
the W:CU of the fair mmUt value II tbe date of 
IWicuder af'the lbua CO\cnil by tbe opcioa, or 
padioD thereof, eumadered over tbe aaarea•tc 
opcioD price of IUCb abana, (b) cub in ID 

~ equivalent ID 11111 determined under 

() 
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• 

• 

• 

• 

• 

• 

• 

• 

dlu1e (1), or: (c) plltly ill cub and pmtJy ill 
lbms ol lhe Compuiy'a 0•1111- SIOCt u die 
Direclon may delMnine ill !heir discretioa. 'l1lc 
Common Shares coveted by any apcion, ar par· 
1ioo lhereof, surrendered u ben:ia provided 
abalJ aot be deemed ID have been issued and told 
under chis Stock Opcioa Plan, e1cep1, llld ID die 
u1e111 ol, lhlres of die Compuiy'a C-DMI!! 
Stock issued ar delivencl ill respect ol IUCb 
auacudtr. 

5. 'l1lc Boud ol Directon may mate ar pro
vide far aucb adju11men11 ia ll:le apcion price llld 
ID die number ar tiad of abarea of die Com
pany's Common SIOCt ar alher leCUritiea COY• 

end by outstandia1 apci011111 aucb Board ill iu 
11>le disaetioa, eacn:ised il1 SoCJd flilb, may 
f~ is equitably required ID prevent dilu
("'tiCJll ar enlqemeat of die riabls of apcionecs 

dw would ocherwise mull from (1) any llOct 
dividend, ltoct split, combiaalion of abarea, re
capilllizatioa ar alher c:baaae ill die capital 
tlnlclUre of die Compuiy, ar (b) aay mcracr •. 
COlllOJidation, aepmtica, recqanization or par
lial ar complete liquidation, ar (c) aay alher 
corporate tnallClion ar eveatbavilla an drect 
llimil1r ID aay of die fore1oilla. 'l1lc Board of 
Directon may aho mate ar provide far IUCb 
adj1111mea11 in die number ar kind ol lbarel of 
die Compuiy'a Common Stock ar alher llCUri
liea wbicb may be told under Ibis Stock Opcioa 
Plan U IUCb Board ill its IOle dillCl'Clion, Ger· 
ciled ill aood flilb, may delamille ii ljJjiiiljHi· 
lie ID reflect lay event of die type dacribod ill 
dlule. <1> o1111e P"""1iaa -"'"· 

6. Each Stock Optioa Aireemeat 1ba11 con
taill IUCb alher lmlll and conditions fiDI iacon-

\\ 

lillent berewilb II aba1J be appiOved by die 
Board ofDirecton ar by tbe commiaee !hereof 
referred ID ill Par.graph 7 ol Ibis Stock Opcioa 
Plan, 

7. 1liis Stock Option Plan aball be admiais
leled by die Board of Directon wbicb may from 
lime IO lime dele11re all or aay pan of ill aulbor
ily under Ibis Stock Option Plan ID I commiaee 
ol not leu lbaa diree Directon appointed by die 
Board of Directon. 'l1lc majority of the commit
tie lbaJI COlllli!ute 1 quonam, llld tbe actioa of 
tbe "'"Dbers ol tbe commiaee praeat 11 any 
meetiJla II which I quon&lll is pmeat, ar ICIS 
lllllDil!JOUaJy approved ill wfitin;, abalJ be die 
ac11 oflhe c:ommiaee. No apcion lWll be pant
ed by tbe camaiaee ID any DIClllbCl''6r die com
miaee Hcepl ID die Htent specifically aulbo
riial by die Board of Directon. 

I. nu. Sloct Option Pim may be amended 
from lime ID lime by tbe Board of Dinc:lors, but 
without .runbcr approval by die abarebolders of · 
die Compuiy Ibis Stock Option Plan may aot be ' 
uamded ID iDcreue die agrepte number of 
abarea of die Compuiy'a Commoa'Stoct wilb
Cllll par value dw may be iuued llld sold under 
tbis Stock Option Plan (e1cep1 dw adjustments 
llltborized' by tbe lit!, ICf.llellce of Puqraph S 
abalJ not. be ., limited) ar c:baaae die designa
tion ill Parq:npb 2 of die clus of employees 
elipble ID be .gnated apciOlll. 

<' 

SD 
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AN EXECUTIVE, UNFUNDED, NONQUALIFIED DEr£RRED 

COMPENSATION AGREEMENT BETWEEN THE 

• SCOTT FETZER COMPANY AND 

• 

• 
,, 

• 

• ,, 

• 



• 

• 

• 

This· Agreement made as of -------• 19_, by and ,, 
between·The Scott' Fetzer Company, an Ohio corporation with 
executive offices at 14600 Detroit Avenue., Lakewood, Ohio 44107 (the 

..52. 

•company•), and -------- residing at. _____________ _ 

--------- (the •Executive•). 

Witnesseth That: 

In consideration of the premises, arid the mutual promises 
• and agreements herein contained the parties hereto agree as follows: 

• 

• 

1. As used in this Agreement, the following words. and 
phrases shall have. the meanings as indicated: 

(a) •Executive's Compensat.ion" - fo:r purposes of this, 
Agreement, Ex.ecutive • s Ce>mpensation" shall mean •Annual Bas.e Salary" 
and "Executive Bonus" as defined immediately herein. 

'.:::· 

11 ( 1) "Annual Base Salary" - Tile annual rate of salary 
of Executive in effect at any time, excluding all fringe. benefits 
such as but not ~imited to, pension, profit sharing, bonuses, group 
life insurance and supplementary benefits ordinarily available to 
executives of the Company. 

( 21 "Executive Bonusn - Added compensation that may 
be made to an Executive under any Company incentive plan for services 
rend.ered during the Company fiscal year. 

{' (bl "Beneficiary" - The individual or entity designat~.d 
• in Schedule B annexed hereto. If the Executive has failed to 

• 

• 

,, 
designate a Beneficiary, or if Executive's designation fails by' 
virtue of the designated Beneficiary predeceasingoExecutive, then the 
Beneficiary shall be the Executive's estate • 

1 

.. -., 
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• 

• 

• 

• 

(I 

(c) •committee" ~ The Committee appointed by the Chief 
Executive Officer of the Company to administer this Agreement. 

(d) •oeferred Compensation" -
deferred pursuant to Paragraph 

The amount of Executive's 
l~mpensation 
"' 

(e) ~Deferred 

described in Paragraph 3 o.f 

2 of this Agreement • 

Compensation Accolmt• ,_, - The account 
this Agreement • 

(f) "Retirement• - As used in this Agreement, 
"Retirement" shall have the same meaning as it does under the 
Company's applicable qualified pension plan • 

,, 

(g) "Retirement Plan• - The Company•s·applicnble pension 
plan meeting the requirements for qualification under Section 40l(a) 

0 of the Internal Revenue Code of 1954, as amended • 

11 2. The Company and Executive agree to irrevocably defer a 
portion of Executive's Annual Base SalaJ;Y otherwise payable for "' 

"' services rendered after the date of this Agreement in the amount of 
e .. ' $ per month for the year 19_, and $ per mqnth for 

each succeeding yea.r. The Company and Executive further agree to 
irrevocably defer _, of any cash Executive Bonus or cash allotment · 
under any incentive compensation plan of the Company for services 

e rendered for Fiscal Year 19_ and _, for:. each succeeding year. 
Executive may amend in writing (using Schedule A for such purposes), 
no later than the last day of the Calendar Year preceding the 
Calendar Year in which Executive receives his Annual Base Salary or 

" e no later than the last day of the Fiscal Year preced.ing the Fiscal 
Year in which the Executive Bonus is accrued by the Company subject 
to the approval of the. Committee. Executive understands that he may 
elect only to defer compensation prospectively; that is, he can 

e irrevocably defer a portion of future 

• 2 
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0 
Annual Base Salary in a stipulated amount pet month commencing the 
first month after the date of this Agreement and be can irrevocably 
elect to defer all or part of Executive Bonus payal:l)e for services 
after the date of the election to defer said Executive Bonus. 

0 = 0 , 0 

3. (a) The Company" shall establish a Deferr~d Compen
sation Account fot: the F.xeC!.Jtive, wbich shall be credited with 
all amounts of Deferred Compensation as of the. day such Def{irred 
Compensation would have otherwise be'1n payable •. 

0 

[I 

(b) At thf! end of each calendar quarter~ the balance of 
such Deferred Compensation Account, shall be credited with earnings, 
for,the period comme7cing the date on which the Deferred Compensation 
Account was credite~, which earnings shall be equal to an amount 
derived' by applying a percentage rate of return to the account 
balance as of the last day of each month during the quarter, 
such percentage rate of return being the higher of the six-month 
$100,000 Certificate of Deposit rate or the prime rate of National 
City Bank of Cleveland, in effect on the last day of the quarter. 

(c) The value of the 
shall be determined in accGrdance ,, 

Deferred Compensation Account 
with Paragraph 3 at the time of 

any payment required by paragraphs 4 or 6 of this Agreell)et1t. 
the determination. of the amount of the Deferred Compensation Account 

""' shall be made by crediting the balance of the Deferred Compensation 
Account with all interest which has accrued since the last quarterly 
adjustment ~s required by paragraph 3(b) •.. In determining the 
interest that has accrued since the last quarterly adustment, 
the last phrase of Paragraph 3(b) should be applied by substituting 
the word month for quarter. Also any accrual of inJ;erest for a 
period of less than a full month should use the rate in effect on 
the last day of the previous month. The dlite of determination shall 
be a date fixed by the Committee and be no more t.han thirty (30) 
days prior to the first payment to be made to the Executive. 

3 
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(d) The Company ahall adviae the Executive of the 
amount credited to hi• Deferred Compensation,Account upon his 

,, reaaonable requeat and shall at least annually give the Executive 
a atatement of the amount in auch Account. 

0 . 4. (a) (1) Unless the Executive h!'s elected otherwise in 
accordance with Paragraph 4(a)(2) of this Agx:eement, conunencing not 
later than six 

0
(6) months following the date that Executive's 

c-

·employment is terminated with the Company, the Company shall pay to 
Executive compensation consisting of ten (10) annual. installments of 
the unpaid balance of 0 the Deferred Compensation Account, each payment 
to be determined by multiplying the unpaid balance by" a fraction, the 
numerator Of which is. one and the denominator of which is the. ,number 
of instal~ments remaining to be paid. 

(2) By election on Schedule A, annexed hereto and 
made a part of thi.s Agreement, Executive may elect to have sueh. 

0 . _
1 

a 
compensation commen~f!at the time he reaches the age apecified in 
Schedule A. lf he does so elect, commencing not later than sixty 
(60) days after Executive reaches the age apecified in Schedule A, 
the Company shall pay to Executive ten (10) annual installments of 
the unpaid balance of the Deferred Compensation Account, .eaeh 
payment to .be determined by multiplying the unpaid balance by a 
fraction, the numerator of which ia one 
is the number·of installments remaining 

,,1, r; 

and the denominator 
to be paid. 

of which., 

(3) The Balance in the Deferred Compens'ation 
Ac'countQ as of the date of Executive'• lletirement ot termination 
of employment or death, or date apecified in 4{a)(2) ahall be vested 
one hundred per,cent (100'1.) to the Executive's Deferred Compensation 
Account. At the end of each calendar quarter during the ten-year 
period of distribution of the balance in the Deferred Compensation 
Account, the undistribu~ed balance ahall be credited with •arnings, 
which ahall be derived by applying a percent11ge rate of return to 
the uniliatributed balance, auch percentage rate of return as indi· 
cated in paragraph 3(b) or 3(c) if appropriate. 

0 

·. 
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(4) Executive, before or after the time otherwise 
fixed for commencement of payments, may request in writing from the 
Board Of Directors eai:lier or lat:r installments, more or less 

JI _'' 

frequent i·nstallments and/or installments of greater oi lesser 
amount•. The.Board of Directors, Jn its sole discretion, after 
giving full consideration to the Executi~~·s intereilt will ''make a 
determination as to changing the pattern of the distribution, 
including lump sum distribution lf, in its judgment any is to be 
made, and communicate its decision to the Executive withi~ sixty 
(6.0) days • 

(5) (A) If Executive dies either before distribution 
star.ts or after it has commenced, but has not yet been completed, 
Bene~iciary assllmes the place of Executive ··as to the remaining 
installments to be .Pai,d. However, in the case of the Executive's 
death, the Committee m.Jy be .petitioned in writing·by the Beneficiary 
for Committee approval of earlier or later installments, more or less 
frequent installments and/or installments of greater ··or lesser 
amounts. The Committee, in its sole discretion, wili decide whether 
a change in the pattern of distribution, includi~g lump sum 
distribution, is in the interest of the Beneficiary, and 'wi,11 respond 
in writing 

0
to the ,petition within sixty (60) days, informing. the 

Beneficiary of its decision and, if it has decided to·ch~l'lge the 
pattern of distribution, informing the Beneficiary of the type of 
change and when it is to take effect. 

(B) If both the. Executive af!d his designated 
Beneficiary should die before a tctal of 10 annual payments are made-

:1 • 

by the Company, then the remaining value of the Deferred Comp'ensation 
Account shall be determine.d as of the date of the death of the 
designated. Beneficiary and shall be paid as promptly as possible in 
one lump sum to the estate of such designated Beneficiary • 

. !/_ 
J,~-" 

// 
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(b) For the purpoaea of.this Paragraph 4~ Executive 
shall not be deemed to have terminated hia employment if he is 

n 
transferred from the employ of fhe Company to the employ of a 
CG'rporation in which the Company owna more than fifty percent (SO'l) 
of the equity intereat or one which,directly or inditectly baa own-

,,. ,,-rahip in common vi th that of the Company of more than fifty per.
, ; cent (SO'l.). 

s1 

S. Neither Executive nor hia Beneficiary shall have any 
right to commute,z;.ell, aasign, tranafer, or otherwiae convey or 
encumber the rights to receive any payments hereunder, which payments 

,, .:;;· (1 

and all the rights thereto are expreaaly declared to be nona11ignable 
and nontransferable. 

6. 
any time. If 
satisfaction 

terminated, 
Account (as 
Agreement); 

The Board of Direc~ors may terminate this Agreement at 
the Board,_...terminates this Agreement,. the Company in 

of its obl\~ation hereunder, uat its option shall: 

(a) pay Executive"' on the date this Agreement is 
an imlount equal· to the value of hia Deferred Compensation 
determined in accordance with Paragraph 3 of this 
or· = 

0 0 

(b) pay Executive, commencing on the date this Agree-
ment ia terminated or upon termination of hia employment, an 

"amount equal to the value of hia Deferred Compensation Account (as 
I dete~mined in accordanc.e with paragraph 3 of this Aireelnent) valued 

aa of the. date this Agreement ia terminated in no more than. ten (10) 

annual installments, calculated in the aame manner as payments under 
Paragraph 4(•)(1), with interest on auch amount from the date 

.~ '· 

I thia agreement is terminated to the date of auch payment at a rate 
',./ 

to be determined in accordance with paragraph 3(b) or 3(c) if 
. 

Q 

•.rlpropriate. ';ii 
,:;:___.. 

• l'F' 

~ 
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7. lf Employee, on termination of employment, 1• entitled 
to any benefit• under the Retirement Plan, the Company shall pay 
Employee a auppl1mentary benefit (at the aame time, and in the same 
manner, as the benefit to which he i• entitled under the Retirement 

0 -

Plan) equal to the excess of the amount computed in (a) below over 
~he amount computed in (b) below: ,, 

-
(a) The benefit to which Employee would have been entitled 

if hta Annual Earnings, as defined in the Retirement Plan, for each 
year had included all compeneation earned in such year which would 
have been included in hi• annual earnings if this Agreement were 
not in effect. \( 

(b) The actual benefit to which he is entitled under 
the Ret

0

irement Plan. 

8. Nothing contained in this Agreement and no action taken 
pursuant to the provisions of this Agreement shall create \Ir be 
construed to create a trust of any kind, or a fiduciary relation
-ship between the Company and the Executive, hi• designated Bene-

~ ficiary or any other person. Any fund• which may be invested ~nder 
the provisions of this Agreement shall continue for all purposes to 
be a part of the general funds of the Company and no pe~aon other 
than the Company shall by virtue of the provisions of this Agreement 
have any interest in such funds. To the extent that any person 
acquires a right to receive payment• from the Company under this 
Agreement, such right shall be no greater than the right of any 
unsecured general creditor ... of the Company. 

9. Thi• Agreement does not constitute a contract for the 
continued employment of the-Executive by the Company. The Company 
reserves the right to modify Executive'• compensation at any time and 

i) ~ 

from time to time as it consider• appropriate and to terminate his 
0 

employment for any reason at any time notwithstanding this Agreement, 
unless there ar.e restriction• on such termination outside this 
Agreement. 

7 



10. Thl1 Agreement may be changed, modified, or amended'
0 

by written Agreement between the partie1. 

11 •. Any notice to Executive hereunder may be given either 
by delivering it to Executive or by depo1iting it in the United 
State• mall, po1tage prepaid, addre11ed to hl1 la1t known address. ~ 

0 

Failure to in1i1t upon 1trlct compliance with any of the terms, 
covenant•, or condition• hereof 1he'll not be deemed a waiver of 1uch 
term, covenant, or condition, nor 1hall any waiver or relinquishment 
of any right or power hereunder at one or more times b• deemed a 
waiver or relinqui1hment of 1uch right or power at any other time or 
time1. 0 The invalidity or unenforceability of any provi1ion hereof 
shall in no way a£fect the validity or enforceability of any other 
provi1ion. 

12. Except as otherwi1e provided herein, this Agreement 
1hall inure to the benefit of and )?e binding upon tll,e Company, its 
1uccessors and a1signs, including but not limited to any Company 
which may acquire all or substantially all of the Company's assets 0 

and busine1s or with or into which the Company may be consolidated 

or merged. 

13. Thl1. Agreement 1hall be governed by the laws of the 
!itate of Ohio. 

14. Executive acknowledge• that he has read all parts of 
this Agreement and has 1ought and obtained 1ati1fac~ory answer(s) to 
any question(•) he had as to his rlght1, obligations and potential 

0 

liabilities under this Agreement prior to affixing hi• 1ignature 
to any part of this Agreement. 

8 
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IM WITNESS WHEREOF the. parties hereto have executed this 
' " 

0 
Asreement as of the day and year first above written. 

VlTMESS 

u 

0 

9 ·. 

THE SCOTT FETZER COMPANY '00 

By ..... _____ __,_.-·· -----

0 

Executfve 
() 

0 

0 

<' 

0 

. i 
i 

• I 

I 

I 
I 

11 

•·a 

I , 
I 
i 

'I . I 
i 
I 

,, I 
!1 
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I 
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Section 1. 
ROTE: 

() 

,, 

,, 
Schedule A 

Elections in Connection With Deferral 
of Annual Base Salary and/or Executive •onus 

Change in Election aa to Compensation to be Deferred. 
THI~. SECTION IS TO BE USED ONLY IF YOU WANT TO MAKE A 
CHANGE IN THE ELECTION THAT YOU PREVIOUSLY HADE UNDER 
PARAGRAPH 2 OF THIS AGREEMENT. ANY CHANGE IN ELECTION 
MUST BE MADE NO LATER THAN THE LAST DAY OF THE CALENDAR 
YEAR PRECEDING THE CALENDAR YEAR IN WHICH _YOU RECEIVE1 

v 

YOUR ANNUAL BASE SALARY OR NO LATER THAN. THt:J LAST DAY .. 
OF THE FISCAL YEAR PRECEDING THE FISCAL YEAR. IN WHICH 
YOUR EX~CUTIVE BONUS IS ACCRUED B~ THE COMPANY. 

. 0 . 

I hereby elect to irrev~c;ably def~r ... until my retirement 
'· \/ .• \;:;, 

or other termination of employment., $ co 11 month of 
my Annual, Base Salary, for the,,19 _ ~.•lender ,Year lind $ ----
a month for eaich succeeding Calendar Year, and further, I elect to 

1"1 -
irrevocably defer\\ 1 of Executive Bonus for services 
rendered for the lS~~iscal Year and 1 for each succeeding 
fiscal year. "' 

Section 2. 

0 

Election aa to Commencement of,. Distribution From 
Deferred·Compensation Account. 

0 

I hereby irrevocably elect to have annual installment payments 
commence: 

December _, 19 

Witness 

Six (6) months after cessation of employment, 
Within sixty (60) days after reach

1
ing the age _, 

b 
which will occur on-----------

Executive 

0 
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Schedule B ,, 

Deaign•tion of Benefici•ry(iea) 

In the event of my de•th. I hereby design•te the following individ
u•la, in their own right or in their representative c::ap•city, in 

0 

the proportions .and in the priority of interest deaign•ted, to be 
the beneficiaries of any benefits owing to me under the foregoing 
Executive Unfunded, Nonqu•lified Deferred Compensation Agreement 
between The Scott Fetzer Company •nd myself, dated » 
19 • 0 

PRIMARY BENEFICIARIES - (The following ini:Uvidual' or individuals 
shall r•ceive all benefit• payable under this Ag~eelna:irlt in the 

•! ' 

proportions designated hereunder. If •ny one of the primary bene
ficiaries designated hereunder shall predecease aie, then his or 
her. share ah•ll .be divided equally among the then living primary 
beneficiaries.) 

NAME AND PRESENT ADDRESS OF 
PRIMARY BENEFICIARIES 

Q () 

PROPORTIONATE 
INTEREST OF PRIMARY 
BENEFICl~RY(IES) 

Page 1 of 2 - Schedule B 
Dealgnatlo~ of Beneflciary(les) 

RELATIONSHIP 
TO EXECUTIVE , 
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SECONDARY IENEFiCIARIES - (The following 
•h•ll receive •11 benefit• p•y•ble under thi• Agreement in the 
proportion• designeted hereunder only if •11 of myoprimery bene
,flci•rie• heve predece••ed me. If the primery beneflc!ery or 
beneflci•ries·' h•ve pred~ceased me •nd if •ny one of the eecondary 

0 -. •. 

benefici•rie• design•ted hereunder •h•ll predecease me, then his 
or her •here •h•ll be divided equ•lly among, the then li,Jing sec-
ondary beneficieries.) c 

NAME AND, PRESENT ADDRESS OF 
SECONDARY BENEFICIARIES 

PROPORTIONATE 
INTEREST OF SECONDARY 

.BENEFICIARY(IES) 
RELATIONSHIP 
TO EXECUTIVE 

" 

___ 'I. ~/ --"'---.- .· 

0 

ESTATE - I hereby ecknowledge th•t if I heve declined to designate 
• benefici•rY hereunder or if •11 of the benef iclarie• that I have 
design•ted predece••e meo, then my e•t~te •h•ll be the beneficiary of 
•11 benefit• p•y•ble. under the Executive Unfunded, Nonqualified 
Defer,red Compens•tion Agreement between myself •nd THE SCOTT FETZER 

" COMPANY deted ----------· ,, 

" 
D•te: 0 

:;::. 

'" 
·:;Cl 

WITNESS EX£~UTIVE'S SIGNATURE 

I 
P•ge 2 of 2 • Schedule 8 

Design•tion of lenefici•ry(ies) 
.~l 

,I 
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E1tHl8lT {lo) (v~) 
II 

1! '1'he Scott r. Fetzer ~y, al aiio wtpocatien (•Scott retzer•H and 

Ralph Sc:hey (•Schey") beret¥ lqCf!e ~ - Of ~il .J_, 1982 ~ follcws: 
<? 

1. 'l'O induce Schey to aintinue to- serve • chief executive Officer of 
10Q 

Scott Fetzer for i:he piri:iod camencing •il ..:J_, 1982 through August 31, 

1987, 

Q 

,, 

. (•) Scott Fetzer shall pay Schey for his setvices in that ' 
-

capacity m~annual salary Of It leZlllt $150,000 ri' shall pra'lide him 
II .. o o 

\fith such other benefits • may be ;"8taury ri -,iitable for a chi:f 

t~ecutive officer Of a cc:mpiny such • Scott Fetzer ri at least the 
' Q \\ . •. 

~tuivalent of benefits pra'lided other senior officers Of Scott Fetzer; 

\\
0 

(b) ~t Fetzer shall pay Schey a retiranent benefit fu the ·< 

llllOUl\t ri mnier, for the duration, Sid subject to the conditions 

pra'lided in parllJraphs 3 n1 4; aid 

(cl in the event that Schey's ~ • chief executive 
" 

officer of Scott Fetzer is teminated by Scott Fetzer for 1SfJ reason, 

at my time during the aforementioned perilJd ending August 31, 1987, 

Scott Fetzer l!hall: (i) aintinue to ~ Schey at his rate of 

salary then? in effect for the bal.mce of the calendar year in Wiich 
. , D 

his enployment is t~minated, (ii) pay Schey $150,000 per year in -

periodic installments for each of the five (5) calendar years, 

followi113 the te'llllination year, Sid (iii) pra'lide Schey the equivalent 

of all insuRd benefits made availr,ble by Scott Fetzer to Schey at the 

time his t!ll(>loyment is 
1

teminated for the fU;il perlod Specified in 

clmses u> Sid uu. !I 
_r; 

Payments Sid benefits pursuant to c:lmses (i), (ii) Sid (iii) shall 

0continm only imtil Schey reaches age 65 at Wiich time he becalles. entitled to 
0 

(\ 

0 

0 

i) 



'· 
the retb:ement benefit en1111erated in paragriiph 4. Notwithstanding the 

foregoing, if .llnj of the various events enl.llW!rated in par113raph 3 occur during 

e Schi!y's tenure as chief executive officer of Scott Fetzer, payments Sid benefits 

• 

• 

• 

• 

• 

,,_ 
:'· 

pursuant to clauses (i), (ii) and (iii), shali continue even if beycrx1 113~ 65. 

In the ~ent that SChey' s enployment is terminated Sid the payments 

speeified in clllllleS ( i) Sid (ii) cXllllnence, and Schey subsequenUy dies before 

all payments have been mme, ;payments pursuant to clauses ( i) Sid (ii.) shall 
. . •. . . I) I\ 

cease and oo further paymems will be made. ':' 

In the event that Schey's enployment is terminated on a basis that he 

becanes entiUed to payments under Scott Fetzez{~,;disability incane plans; such 
., 

pa}'lllents shall offset any payment under clause (c) on a cbllar-for-dollar basis 

1" the pericx1 they are made. " 

2. Por purposes of clause (c) of paragraph 1, Schey's enployment :. 
'J 

shall not be ·deemed to have been tetminated by Scott Fetzer if he voluntarily 
Ii 

resigns, voluntarily retires, voluntarily takes another position requiring a 

substantial portiat of his time, or dies. 

3. In 1;he event of (a) the change in control of Scott Fetzer, or (bl 

the signin;J of .llnJ a,ireement providin:J (i) for the merger ex c:onsolidatiat of 
, .---- - - . - - B, 

Scotti Fetzer into or with ...Other corporation/or (ii) for the sale of 

substantially all the assets of Scott,J'gtzer to another wtporation, or (iii) 

e for Scott Fet:i;er to becXime a subsidiary of another corporation, "~here the 

ccns~ion of llnJ sucti 113reement would rl!sult in a chan:Je of control of Scott 

Fetzer, any option held by Schey to purchase c::amon shares of Scott Fetzer shall 
_,.,"•, 

e .. becxiie inmediately exercisable notwithstandin:J 1!1nJ Other provisions of art/I stoc:k 

• 

option agreement, Sid, at the election of Schiy, my other benefit payable to 

him in th€ future shall becale ilm)ediately payable, inclUdin:J the retirenent 
fr , . 

II 
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• 

• 
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benefit ccntenplated by paragraph 4 actuarially reduced for payment ~ior to 11ge 

65, but excluding lfl'tlJ benefit payable fran a qualified pension plm unless 

allowed by its terms, and excluding my benefit subject to a oondition other 

thlrl continued enployment, such • a death or disability benefit. FurthetnPre, 
~ 

if ,...y of the various events en1.111erated in this paragraph 3 occur during Schey' s 

tenure • dlief executive officer of Scx>tt Fetzer and Schey voluntarily leaves 
·-· 

the enployment of Scx>tt Fetzer (or my successor entity) within three ll'D!lths 

after such event, Scx>tt Fetzer shall make the payments and fulfill its other 

obltgations described in paragraph 1 notwithstanding my other prcwisions in 

this ltgreement: pro17ided, however, that if Schey continues in his position as 
·C:::) 

dlief executive officer of Scx>tt Fetzer (or my successor entity) beyond sudl 
0 c~ 

three m:>nthsr he shall continue to enjCJ all the rights pro17ided to him by this 

ltgreement to the extent not theretofqre exercised .• 

4. 'l'he retirenent benefit referenced in clause (b) of par11graEh 1 

shall be a life. annuity, w11oencing the first day of the Jlalth following /~le 
' . J 

later of Schey's termination of eiployment with Scx>tt Fetzer (whether b'ecause of 

death or t111y other reasorij or the date on whidl he readies or would have readied 

11ge 65, based on Sdley's length of service at termination of enployment as 

follow9•. 
(',) 

(a) If Schey has 15 years of service at the time his eiployment 

terminates, he shall be entiUed to m S1Dunt equal to what he would,;;~' 

have. been entitled to Wlder 'lhe Scx>tt ' Fetzer Oolrpany General Pension 

Plan (•General Plan") in effect at that time in a straight life foi:m 

of payment had he termil'iated enployment at 11ge 65 with 25 years of 

service. 

(b) If Schey has less tht111 15 but 10 or nme years of service at 

the t~ his enployment terminates, he shall be entitled ~ an atDunt 

equal to the SIDUl\t calculated in (a) above times a percentage equal 

CJ 

. ' 

"'"' 

I 
,I 
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• 

to (y) div.idea by (x) where (y) represents, his years of service at 
n e . 

teminaticn Of enpl~!nt mi (x) equals ~5 years. 
' 

(c) If Schey has less.than 10 years of service at the time. his 

eaployment teminates, he shall be entitled to a straight life annual 

llllOUnt of $100, ooo. 
(d) ·'Diere shall be deducted frcrn my lllDunts payafile·pursuant to 

(a) or (bl aboue ill B!Dunts payable to Schey pursulllt to the 

provis:l.ons of the General Plan. Solely for the purpose of determining 

I the lllDll1t to be deducted frail the retiranent benefit pursuant to (d) 
. re , 

above, the smie form of payment elected for payment of the retirement 

benefit hereunder will be asslllllld for the General Plm benefit. 

(e) Schey may designate beneficiaries .md make elections with 
!'J (I 

respect to the fom am manner of payments made pursuant to either 

(a) , (bl or ( c) alxwe in the .m111ner md to the extent such elections 

are pemitted under the General Plan in effect at that time. If an 

annuity form of ~t is elected by Schey, the retirement benefit 

will be paid DDnthly. 
" 

(f) 'Dle 111Dunts in (.a), (bl llld ( c) alxwe represent straight 

life. annuities. lbWelrer, if Schey does not elect another fo1111 of 

payment (e.g. l1J11P 81111 or joint md survivor) md dies before 120_ 

monthly payments hlM! been made, the payments will be made to Schey's 

beneficiary until 111 aggregate of 120 11Dnthly payments have been mi!de 

to Schey an:i his beneficiary. '1tle nDnthly 111Dun1; payable to such 
if 

beneficiary will be equal to the lllDl.lllt payable to Sc:hey pursuant to 

rta), (b) or (c), less lln'J lllDUDts payable to lln'J beneficiary of Schey 

Wider say other benefit plans providing death benefits, M\ather 

i.JISijf'ed or ~inSured, of Sc:>tt Fetzer but not inclUding the General 
c 
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Plan. SChey may designate a beneficiary in writing to Scott Fetzer. , 

If no audl designatim is mllde or the designatim made is ineffective, 

Scott Fetzer may make payment to such relative as it may select or to 

Sc:hey's estate. 

(g) Notwithstanding the foregoing, Scott Fetzer is mt obligated 

to set aside fums, maintain a special accoW'lt, or take lDJ similar 

actipn with respect to the obligation under this paragraph 4 to pay a 

retirement benefit to Schey. 

S. ~ring the period !that Schey receives CXJnllensation, payments or 

other benefits un3er this Agreement, Schey shall not: (a) curpete with Scott 

Fetzer in the mil'lufacture, design, sale or distribution of products of the 

general type manufactured or sold by Scott Fetzer at sum time in the areas 
'~ 

' where Scott Fetzer is «bing business, or (b) except as an enployee. of Scott 

Fetzer, eng* or participate directly or indirectly in the business or 

.,1 businesses then a:>ndu~.6d by Scott Fetzer • 

6. Any pa:r"llent or delivery required under this Agreement shall tie 

subject to all requirements of the la.r with regatd to withholding, fililYi!r 

making of reports and. the .like, and Scott Fetzer shall use its best ef~orts to 

satisfy,. prarptly all such requirements. 

7. Any dispute or claim ex>ncerning this Agreement or the terms Cl'ld 

CX>nditions of enplo~nt, incltx'lilYi! \tlether such claim is arbitrable, shall be 

settled by arbitration. '!be arbitration shall be a:>nduct~ uiider the Ccrnnercial 

Arbitration ail.es of the American Arbitration Associaticn in effect at the time 

a demand for arbitration under the rules is made. '!be decision of the 

arbitrator, incltx'ling determinatim of the 11110unt of ltrrJ danages suffered, shall 

be exclusive, final and binding on both Scott Fetzer and Schey, their heirs, 

executorsj. administrators, ~uccessors, am assigtis, If necessary, the decision 



.' .. ~ ... . .. . ..... 

of the arbitrator may be entered • a j~rt; in Sly a:>urt of the State of Olio 

or el..nere. 'i )/ ,, 
t 8. 'l'his Jlgreement supersedes the Jlg~E!eml!l\t of August 10, 1979 and the 

Deferred Calpensaton Jlgreement of October 23, 1979 between SChey ri Scott 

Fetzer with respect to similar matters. Furthernore, the aca>unts maintained 

t pursuant to prior deferred caipensation a:iceernents will tie closed .m mf fW'lds 

returned to the general •sets of Scott Fetzer. 'l'his Jlgreement shall be bindin13 

upon Scott Fetzer and its successors ~ operation of lar or otherwiR, a shall 

t inure to the benefit of. Schey, or his personal representative and heirs. 

• 

Neither SChey nor mf other I>erson, includi"iJ mf beneficim:y described in 

paragraph 4, shall ~e my right to make my msigment of Sly rights under 

this Jlgreement wit:OOut th'e' expcess a:>nsent of the Directors of Scott Peter or a 

cx:mnittee thereof havini3 11.1thority to grant such a ainsent, and Sly attempt to 

make such assigment without such., consent stiall be null, void a of n:> effect: 

t mch rights shall rot be subject to gamistnent, attachnent, execution or levy 

of mf kind. 

Executed at Lakel«XX3, Cliio as of the date hereinabove written • 

• 

• 

• 

• 
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'l'h~s l!MPLOYMml' IC~ is effective the 15th day of Septentier, 1982, 
between 'l'HE sa:nT ' FETZER CXK'ANY, an C»lio corporaticn (the •caipany•t and Gary 
A. Olildress (the "&tployee•) • 

Section 1. b>loyment. Upon and subject to the terms and conditions 
hereinafter set forth;"'thiOiipany hereby enploys the &lployee durin;J the term 
of this ~reement as President and Chief Operating Officer of 'lbe Ccmpany and 
.usigns him the responsibility for such duties as are generally performed in 
such a position and such other duties as may frail time to time be assigned to 
him by the Oonpeny. 'lbe &tployee will report to the Qiief Executive Officer of 
the Q)npany and will have such position, ait.'lority, duties and responsibility as 
lllOUld noi:mally be associated with such position. 'lbe &lployee hereby accepts 
such enployment and agrees to devote his full business and (XOfessional time and 
energy to the Qinpany, c•rull-Time &nployment•) and to perfom such duties and 
responsibilities in an efficient, trJstworthy and businesslike manner. Without 
limiting the generality of the fore:ioing, the &tployee shall.not, without the 
written ~val of the Oonpeny, ~nder 111.y services of a business, 
professional, or CCl!lllercial nature to any other person, fim or corporation, 
whether for o:inpensation or otherwise, and, so cbing shall constitute the 
renderin;J of less than Full-Time &lployment ·hereunder. 

Section 2. CclnJ?ensation • 

2.1 Sl'J.ary. 'Die &tployee shall be entitled to receive frail the 
Oonpeny aSi fixedWary (•Base Pay") 000\)erlSat-ion at the rate of $250,000.00 
per year, payable in llDl'lthly installments of $20,833.34 each. Said annual Base 
Pay shall be reviewed on Noveni)er 30, 1983 and 1984 and should artJ increase be 

I granted it shall be effective January 1, thereafter and shall be related to the 
performan~ of the o:>npany and increases granted to other off i~rs of the 
Carpany. 

2.2 Experuies. 'lbe carpany shall reinburse the &lployee for all ·· 
authorizea-and approved expenses incurred and paid by· him in the 'course of the 

I performance of his dutiesnpursuant to this ~reement and consistent with 
policies and rules of the o:>npany relatin;J to reinblrsement of such business 
expenses. Such expenses shall include mentiership in The union Club, Cleveland, 
C»lio. 

2.3 Benefits. 'lbe Oonpeny will provide fringe and supplemental 
I benefits (such as Ille and health insurance and sick leave) to the &tployee 

oonparable_to the benefits.aist:anarily provided all other cxinpany officers. 
~ 1111>loyee will be eligible for the benefits. custanarily provided to enployees in 

the Carpany's Executive Group A subject only to such changes • may be made fran 
time to time by the O:x!pany and effective with respect to all auch enployees, 
and will be eligible to participate in the carpany•s Stock ~ion Plan. As 

I added incentive to render profitable the activities of the Oonpeny, &rployee 
shall be granted options to purchase 10,000 shares of the Cclrpany's axrm:m stock 
at its closing price en the New York Stock Exchange on Sept:eni)er 21, 1982. 

Ii 
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: 2.4 Bonus. In addition to the annual Base Pll'J, &lployee shall be 
eligible iC>receive a bonus (•eonus•) for Ccnpany's fiscal years ending 0 

ltM!nt>er 30, 1982, 1983, 1984 and 1985 (~Eb'lus Period"). &lployee shall recei•Je 
a bonus for the fiscal year eliding ~r 30, 1982 of ro less than $10,417.00, 
Md for the fiscal year ending Novenber 30, 1983 of ro less than $50,000.00. 
'lhe determiniiticn of all bonuses shall be based en the fot11Ula used for other · 
Olllpany officers. i/ 

Should &lployee 's aiploym!nt terminate for' any reason prior to any of 
said dates, or should .he be . rendering less thll'I Full-'l'ime &lployment hereunder 
on 111y of said dates, &lployee shall rot be eligible for a Bonus for the fiscal 
year preceding such date or arry portion thereof whatsoever unless nutually 
agreed to at the time of such termination. In addition to other forms of 
terminaticn of enployment, for the purposes of this Paragraph 2.4 any enployment 
with the,,Oonpany that is less than Full-'l'ime &lployment, as defined in this 
Agreement, &hall constitute a terminaticn of enployment herewxler. 

2.5 Retirement 9!'P;nsation. &lployee. shall participate in The Soott 
' Fetzer 5i1>aiiY General Pension Plan • 

Section 3. Term and Termination. 

3.1 ~l~nt Term. The term of this Ag~nt shall o::mnence oo 
Septentier ~2~ unless extended by nutual ag~t of the parties 
hereto, or sooner terminated or cancelled pursuant to Section 3.2 hereof or 
otherwise hereunder, shall terminate am expire on 1'bYerlb!r 30, 1985 • 

3.2 Cause, Illness, Incapacity, and Termination Pay• The Enployee 
shall recelVi fuii oonpensat1cn for the services to se performed hereunder 
during 111y period of illness or ineapacity during the term hereof. ~er, the 
Chief Executive Officer of the OJnpany shall have the right to terminate this 
Agreement inmediately by written rotice for to'¥; following causes: 

. (a) CXll'lduct of the &lployee materially detrimental to the Conpany's 
reputation or business operations or its ability to secure and, r:enew future 
contractsi or ' 

(b) gross or habitual neglect of duty or misCXll'lduct of !:he Enployee in 
discharging his duties hereunderi or 

(c) prolonged absence ftQ!I his duties without the CXX1Sent of the 
Calpanyi or 11 

(d) failure or refusal of the &lployee to faiJ;hfully and diligently 
perform the provisions of this Agreement, policies of the Conpany, or the usual 
Md aJ&tanary dutie5 of his aiploymenti or 

(e) failure or refusal of the &lployee to ccnply materially with the 
policies, standards and. regulations of the Oonpany as fran time to time may be 
lilade lcram to Enployeei or 

(f) rendering less than Full-'l'ime Enployment ISlder this Agreement • 

,, 
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In m:lition, the catpany ahall have the right to terminate this 
Agreement in the event the Enployee suffers an illness or inc:apacity of such o 
chara~er • to aublltantially diHble '1im fran perfoming his duties hereunder 
fer: a jleriod of 11>re thin sixty (60) consecutive days in iny one year upcn 
giving at leut thirty (30) days'. written notice of intention to d:> ao. If the 
llployee shall ~his duties hereunder within thirty (30) days follow~ the 
receipt of aicb notice ll1d shall perfom aich cllties for sixty (60) consecutive 
business days thereafter, this Agreement shall continue in full force or 

·validity. Notwithstanding any other pro11ision of this· Agreelll!nt, this Agreement 
forthwith shall teminate upcn the death of the Enploy~. 

,. 
In m:lition, the Oonpany may teminate this Agreement at my tine, 

without cause, upcn thirty (30) days prior written notice to Enployee. Should 
Enployee's enployment hereunder be ao teminated pr:ior to Septent:ler 15, 1983, " 
Ellployee shall be paid an mount ~al to his annual Bue pay on the date of 
such temination. Should such temination occ:ur on er: after Septent:ler 15, 1983, 
Enployee shall (be paid a s1111 ~al to one and one half times his annual Base pay 
on the date of such temination. In either case, such aiount shall be paid in 
~ installments monthly on the last day of the ncnth until the final payment 
which lhall be paid on Noventier 30, 1985. 

-
For a period of blo (2) years after the te?lllination of enployment of 

the Enployee with the Ccnpilny (for aey reason), the Enployee shall not, except 
with the written CXX1Sent of the Ccnpilny: · 

(a) engage, in the United States, directly or indirectly, in any 
business or entity which axipetes with the ~or aey of its operati11:1 units 
or subsidiaries: or 

(b) engage in any activity or axiduct.olllich damages. the business or 
welfare of the Ccnpilny. 

-- 'l'he Enployee shall be deemed to be a:inpeting with the Ccnpilny if. he 
ahall engage in the businesses described directly er: .indirectly, whether for his 
own account cc for that of my other perscn, fim or m~rat~on, ll1d lllether as 
stockholder, principal, agent, investor, proprietor, officer,· director, enployee 
or axusultant,. er: in any other capacity, pro11ided, !Pilever, that this paragr:aph 
shall not be interpreted to prohibit Enployee fran purchasi":J securities in any 
publicly held caipany for investment purposes. 

· Section 5. Notice. 

Any notice or other mmunication required or pemitted to be given to 
the parties hereto shall be deemed to have been given al the day personally 
delivered, er: if not ao personally delivered, al the third business day 
following the day on which mailed 1:7;,r certified or registered mail, return 
receipt· ~ted, first class postage prepaid, m:lressed as follows: 

.-1 

(a)( If to the Enployee: 
Gary A. Childress 
'!be Scott ' Fetzer Ccnpilny 
14600 Detroit Avenue 
Lllltelilood, Ohio 44107 

I~· 
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(b) 
_;-/--' 

If to thelf~y: 
'1be SCX>tt ' Fetze~ Claipmy 
14600 Detroit Avenue 
Lalcewcoc!, Cllio 44107 

Attention: Ral.i;:ti Schey, 
Oiairman 

13 

4 

•. , 0 0 
or 

1

'at llUCh other addresses • the parties hereto may fran time to time designate in writing. 

" IN WI'l:NESS NIEREX)F, the parties hereto have mused this Agreement to be 
duly executed Md delivered in Cleveland, Cllio, on the date first above written • 

i} 

I/ 

I 
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DISABILITY BENEFIT AGREEMENT 
" BETWEEN THE SCOTT & FETZER COMPANY 

0 

AND KEY EXECUTIVES 
l".:· 
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" THIS AGREEMENT made as of , .by and 

. ' 

• 

• ( 

D 

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 ------------------
0 

u 

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 c::;':r 

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) "Committee" - The Committee appointed by the 
Chief Executive Officer of the Company to administer this Agree
ment. 

(b) "Total Disability" - Total Disability shall 
mean tpe 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 Commit~ee 

any question that may arise under 
shall be the final arbiter of 
this Agreement. The Executive 

1b 

should communicate with the Committee in writing as to any question 
~ or petition said Executive should have arisi~g out of this Agree-

'.' I/ 

ment. 

\) 
" (b) 

insurance policies 
Company under this 

0 

The'' Committee shall purchase disabifl.ty income 
on the Executive to fund the obligations of the 
Agreement. 

(c) Upon reasonable request by th~ Executive, the 
Committee shall notify the Executive of the amount of benefits 
payable under this Agreement. Any disability income insurance 
policy o~ed by the Company on the Ex~cutive sh~ff~··made avail
able to the Executive for review upon reasonable request by the 

c /1 
Executive . .1 

C/ L;:/ 

3. Benefits Under This Agreement. 

(a) Amount of Benefit. In the event that the 
Executive suffers a Total Disability such that benefits are payab~e 
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 

I:'• 
urider the policies owned b'y the companl'. .on the Executive except as 
limited by Paragraph 3(c). 

(b) Benefit PaymentFreguency. 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 owned by the Company. 

Executive's Initials 
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(c) Duration of Benef~ts. Benefits will continue 
for as long as the Company receives benefits under any disability 

'1'1 

. \\} 

income p~lic~es owned by"lme Company on ~: ~xecutive exc~pt~~at~~ 
no benefit will be·payable to the Executive if the Executive i-s ~ 
employed by other than the Company even though ~e Company may 
still be receiving benefits under the disability income policies 

\l.,__, 
owned by the. Company on the ~;xecuti ve. · ~· 

. ~ ~ : ~ 

4. Payments Not Transferable. The' Execu'ffi.ve 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 exp1:essly declared to be non
assignable; 

5. Not a Contract for Continued Employment. This 
l\greeme~.t does not constitute a contract for the continued employ
ment of Executive by the Company. The Company resexves the right 
to ~odify Executive's compensation at any time and from time to 
time as it consigers appropriate and to terminate his employment 
for any reason at any time notwithstanding this Agreement. 

~ k' 7~~. Termination .. The Company, in its sole discretion, 
may tE!:rm .. Ji~te this Agreement at any time by gi v,ing written notice 
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 
Agreemen_t .. shall be in 'l<irl ting and delivered in person or by de

/J..~ 
positing it in,the United States mail, postage prepa:i:•l/ addressed 

... to the last-known address. -~-"-
!] 

8. Waiver. Failure to insist upon strict compliance 
with any of the terms, covenants, or conditions hereof sh~ll not be 

. ~ 

deemed a waiver of such term, covenant, or condition, nor shall" a'ny 

Executive's Initials 
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waiver or relinquishment of any right or power hereunder at any one 
or more 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 
Upon the Whole Agreement. The invalidity or unenforceabiiity of 
any provision hereof sh~ll in no way affect the validity or en
forceability of any other provision. 

10. Consolidation. or Merger. 
provided,, this Agreement shall inure to 

Except as otherwise herein 
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. 

11. State Laws Governing This. Agreement. This Agreement 
shall be governed bf_::the laws of the State of Ohio . 

12. Agreement supersedes Prior Agreement. Thts Agreement 
supersedes all prior agreements, which provide for disability bene
fits, between the Executive and the Company. Any prior agreerlients 
providing disability benefits to the Executive are null and void 
as of February 1, 1979. 

13. Counterparts of This Agreement and Executive Ac
knowledgment That He Has 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 aclo:i.owl
edges that he has read all parts of this Agreement and has sought 
and obtained, !satisfactory answer(s) to any question(s) he had as 
to his rights, obligations and potential liabilities under this 
Agreement prior to affixing his signature and initials to any part 

"'.") 

of this Agreement. 

Executive's Initials 
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. (\ f th·. . h' . t Signature~ o . e Parties to T is Agreemen 

IN WITNESS WHEREOF. the parties hereto have executed this 
Agreement as of the day and year first above written. 

' 

(SEAL) , I 
L ,·1 

-~· THE SCOTT & FETZER COMPANY 

WITNESS 

'(; 

Executive 

G 

o Executive's Initials 
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DEATH BENEFIT AGREEMENT 

• BETWEEN THE SCOTT & FETZER COMPANY 

AND KEY EXECUTIVES 
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"THIS AGREEMENT made as of by and 

between THE SCQTT & FETZER COMPANY, an Ohio corporation (the 
"Company") wl.th executive offices tt 14600 Detroit Avenue, 
Lakewoo4, Ohio, and 
(the "Execativfiii") residing at 

., (....-: 

• wHEREAS, it is to the beneficial interest of the stock-
holders of the Company t~ 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 death 
benefits, 

NOW, THEREFORE, the Company and the Executive have agreed 
to enter into this Agreement. 

1. Definitions. As used in this Agreement, t.~e 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, which is attached hereto and is specifically 
incorporated into 
be amended by the 

this Agreement 
Company. 

and which may, from time to time, 

(b) "Beneficiary" The person or persons desig-
0 1, 

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 Agree~ent on account of 
Executive's death. If Executive has failed to designate a Benefi
ciary, or if Executive's designation fails by virtue of the desig
nated Beneficiary predeceasing Executive, then the Committee shall 
have the right to designate the Beneficiary of .. ail benefits payable 
under this Agreement. _Solely at the discretion of the Executive, 

·< . 
\1 
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S~hedule B may be amended from 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) "Committee" -- The 
Chief Executive Officer of the Company 
ment. 

Committee appointed by th~ 
to administer this Agre;;-

(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 
of the Executive's date of death,· disability or Retirement plus 
the amount of the last annual bonus awarde.d to the Executive. 

~ b 

(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 
Re.tirement Pension, a Normal Retirement Pension, or a Disability 
Pension as defined in the Company's General Pension Plan. Retire
ment shall not mean an Executive retiring under the Company's 
General Pension Plan who is eligible for and elects a Def erred 
Vested Pension as defined in the Company's General Pension Plan. 

(g) "AcciC!ental Death Benefit" -- Accidental Death 
Benefit shall mean the amount indicated 1n 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 
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Schedule C, which is attached hereto and specifically incorporated 
into this Agreement. 

2. Pre-Retirement,I:itiath Benefit. 
-11 

(a) If death should occur to the Executive due to 
natural or accidental causes 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 
shall equal the amount of the Base Salary as indicated on the most 
recently effective Schedule A, which is attached hereto and is 
specifically incorporated into this Agreement. The Base Salary (~ 

amount shall be paid to the Beneficiary for a period of years 
equal 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. 

(b) T~e payment of the Death Benefit defined in 
Paragraph 2(a) is subject to the limitations as defined in Paragraph 
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 second copy shall be forwarded to 
the Executive as notification of the new amount of'the Executive's 
Base Salary for the purpose of computing the Executive's pre
retirement Death Benefit. 
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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 comp,Jtitor of the company or any of the 
Company's subsidiaries o~~affiliates without the prior writteg 
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) If 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 defined 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- 0 

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 aiia 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 th~ lesser 

.. 

l\·· 
r:_-:::.::-« 
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o.f five (5) times the Executive's Gross compensation less one 
hundred thousand ($100,000.00) dollars or the Accidental Death 
Benefit. 

SS 

I . I 

• 

• 

• 

• 
(1 

• 

• 

• 

• 

• 

(e) In the event of the Executive's death due to 
natural or accidental causes subsequent to his Retirement and the 
attainment of age seventy (70) but prior to his attaining age 
eighty (80), the Company shall pay a Death Benefit to the Exec-
utive's Beneficiary equal to one half (~) of the Death Benefit 
defined in Paragraph 3(~). 

(~' 

(f) In the event of the Executive's death subse
quent to his Retirement and his attaining age eighty (80), the 
Company shall not be liable for the payment of any Death. Benefit 
under this Agreement • 

.(g) 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) Solei'.y at the discr~tion o/¥fhe company, the 
Basic Death Benefit and A&cidental Death Benefit may be increased 
from time to time. Any su~h 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. One 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 of the 
Executive's Basic Death Benefit and Accidental Death Benefit for 
the purpose of computing the Executive's post-retirement Death 
Benefit . 

::-· 

s .. of 10 Executive's Initials: 
0 

\\ 



.. 

J.1 
t 

" 
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 
subseqlient to the Executive's date of death. 

(b) The applicable post-retirement Death Benefit, 
as defined in Paragraph 3, shall be payable to th_e\~Executi ve' s 
Beneficiary in forty (40) quarterly installments b~inning no 
later than six (6) months subsequent to the Executive's date 
of death. Each installment shall equal two and one-half percent 
(2.5%) of the gross Death !'"nefit, as defined in Paragraph 3, plus 
interest. 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 New York, but shall not be less than 
one and three-qua~~ers (1.75%) percent. 

(e) Executive's Beneficiary may request a change 
" in the timing and/or dollar amount and/or number of benefit pay-

\~ ments under this Agreement. Such request shall be in writing and 
.;::/ shall be directed to the Committee. The Committee, in its sole 

;/ 

discretion, may grant such requests. In the event,;that the 
Committee shall grant a request which would accelerate. the timing 
of the payment of the· Death Benefit to the Beneficiary, a penalty, 
in the form of a reduced Death Benefit, may be imposed by the 
Committee. 

5. Limitation C·on Death Benefits. 

(a) The payment of any Death Benefit as defined in 
Paragraphs 2 and 3 s.hall be contingent upon evidence of the Execu
tive's death as reqUired by the Committee . 

• 
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(b) In the event that Executive's death is the 
result of suicide while the Executive is either sane or insane, 
the Company shall not be liable for any Death Benefit as defined 
in Paragraphs 2 and 3. EVen though the Company has no contractual 
obligation to pay any Death Bdnefit under this Agreement in the 
event that the Executive's death is due to suicide, the Executive's 
Beneficiary may petition the Company for the payment of a Death 
Benef'Jt. Any such petition 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-. 

(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 to purchase any insurance policies or to segregate any 
assets for Executive's account or benefit. Should the Comp~ny pur- 0 
chase any insurance policies, any insurance proceeds, together 
with any and all assets resulting from any investment (if anyd of 
such amounts or earnings thereon, shall b~ the property and assets 
of the Company, and neither Executive nor the Beneficiary shall 
have any interest therein. The interest of Executive or the 
Beneficiary is limited to that of a general creditor of the Company 
and is limited to the rights to receive payments pursuant to the 
terms of this Agreement . 

0 
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7. PaY!!!ents Hot Transferable. Heither Executive nor 
• (I 

the Beneficiary shall have any right to commute, sell, assign, . 
tr'an~fer or otherwise convey or enc\Jmber the rights to rec~ive '~~ny 
payments hereunder, which payments and all the rights thereto are 
expressly declared to be nonassignable. 

8. H~£· 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 ~he 
right to modify E...>tecutive's compensation at any time and from ,time 
to time as it considers appropriate and to tr.rminate his employment 
for any reason at any time notwithstanding this Agreement. 0 

9. Termination of Agreement at Company's Discretion. 
The Company, in its sole discretion, may terminate0 this Agreelilent 
at any 
to the 

time by giving written notice to·' ·Executive,0 subject however, 
CJ . 

provision of Paragraph S(c) herein. 
{i_ 

10. Waiver of Group Life Insurance Benefits. In con
sideration of the benefits payable under this Agree~ent, Executive 
waives participation in and entitlement to any b~~efits under' the 
Company's group life insurance plans in excess of fifty.thousand 

" 

gg 

dollars ($50,000.00) in the event of a natural death and one o 
hundred thousand dollars ,

0

($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 undei'\:;~1is Agree
ment. Executive or his Beneficiary should communic~te with the 
Committee\in ~riting as to any question or petition said.Execu-
tive or Benefi'C"iary should have arising out of this Ag~eement. -~ 

. "' 12. Notice. Any notice given in connection with this 
Agreement shall be in writing and delivered in personzor by de
positing it in the United States mail, postage prepaid, addressed 
to the last-known. address. 
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13. Waiver. Failure to insist upon strict compliance 
with any of the terms, covenants, or conditions hereof shall not be 
deemed a waiver of such term, covenant, or cond~.fr~~n, nor shall any 
waiver or relinquishment of any· right or power /Aereilnder at any one 
or more times be deemed a wa~ver or relinquishment of such right or 
~ower at any other time or times. 

14. Effect of Invalidity of Any Part of The Agreement 
U~on 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. 

JI 
'~, .. '-;< 

15 ... ~ility to Amend The Agreement. This Agreement may 
be changed, modified, or amended only in writing by both parties 
except for amendments to Schedules A? B, and c. Schedules A and 
C,may be amenged.solely by the Company as indicated in Paragraphs 
2(c) and 3{h). Schedule B may be amended solely by th~, Executive 
as indicated in Paragraph l(b). 

(! 

16. consolidation or Merger. Except as 
herein provided, this Agreement shall inure to the 

otherwis{ 
. I benefit of and 

be binding upon the Company, its successors· and assigns, #including 
but not l,imited to any corporation which may acquire all.or substan

,..t.ially all, of the Company's assets and busin~.ss or with •ox:--into 
\ .~./ ,',; -· 
··which the Company may be consolidated or merged. 

17. State 
shall be governed .by 

Laws Governing This Agreemen~f=T~greement 
the laws of the State of Ohio. 

18. Counterparts of This Agreement And Executive Ac
ltnowledqrnent That He Has Read and Understands All Parts of This 
Agreement. ~his. Agreement has been execu,ted in several counter
parts, each of which shall be an original, but such counterparts 
111hall together-constitute but one instrument. Executive acknowl-

_ .,-. ~~-.....~- ' 

·edges that he has read al1'· parts of this Agreement•·and has sought 
and obtained satisfactory answer(s) to any questions(s) he had as 
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to his rights; obligations and potential liabilities under this 
Agreement prior to affixing his signature and initials to any part 
of this Agreement . 

19. Agreement Supersedes Prior Agreements. Executive 
acknowledges that this Agree~ent supersedei;; any and all prior 
Estate or Death Benefit ;~gre~en~~ s) between the Company and the 
Executive and that any and all prior Estate or Death Benef\tt 

. i 
Agreements shall become null and void upon the execution of\{_his 
Agreement. '\. 

Signatures 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: 

.Executive 
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SCHEDULE A 

BASE SALARY (; 

,Under the Death Benefit Agreement dated 
between THE SCOT!' & FETZER COMPANY and. thp_e_E_x_e_c_u_t~i-v_e_n_am_e~d~b-e~iow, 

the Executive's Base Salary for the purpose of computing the Pre
Retirement Death ~enefit 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 
a11y Base Salary amount previously awarded to the Executive named 
abo.ve urider the Death Benefit Agreement dated 
between hTHE SCOT!' & FETZER COMPANY and the Exe-cu-t-:-1..-·v--e __ n_am_e_d...--ab...-o_v_e-. 

~ ' . 

1\\ , THE SCOT!' & FETZER COMP ANY 

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 tpeir 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 betw,een myself and THE SCOTT & FETZER COMPANY dated 

PRIMARY BENEFICIARIES - (The following individual or indivi4uals 
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 
primary beneficiaries.) 

NAME AND PRESENT ADDRESS OF 
PRIMARY BENEFICIARIES 

____,.l,..,_.,_.----------
11 ''·' ii 
,~,-----------~ 
~.~------------

.~.,-:;; ...• · 

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 ~ly 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 
beneficiaries designated hereunder shall]>redecease 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 
SECONDARY BENEFICIARIES BENEFICIARY( IES) " TO EMPLOYEE 

_J 
\1 

_J 

_J.~~·----
_J r 

ESTATE - I hereby acknowledge that if I t1ave 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 

c 

i-', 

(J 
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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 the amounts stated below and shall be effective as of the 
effective date stated below. 

Executive: 
Basic Death Benefit: 
Acc:ldental 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 

0 
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!his ltmenlhent to Deat.'l Benefit Agreement mde • c1 this day of -;;...... __ , l::lit' and between b Scott .. ' Fetzer <Dlpany (the •O:inpany") and 
______ _._ _______________ (the "Executive•) • 

111ERW, Q:lnpiny and Executive entereCI into a Death Benefit Agreement 
dated - '1. , 19 ' and -

111ERFAS, Olnpany and Executive desire that the Death Benefit Agreement 
be supplemented and 1111e11dea • hereinafter aet forth; 

!Oi, 'JHEREPCR, it ia nutually 113reed l::lit' the Q:Jnpany and the Executive 
diet the Death Benefit Agreement is mnended • follows: 

1. '!he following paragraph (i) shall be added to paragraph 1 
Definitions: 

' •1. (i) Estate Tax Burden. 

•Estate Tax Burden• shall mean the eccess, if -.y, of the lllDIDlt 
of the Onited States. and state estate .er inheritance taxes iJitosed 11pa1 the . 

Estate er Beneficiaries of the Executive ewer the ~t of euc:h taxes Wiich 

tlOUld have been inp;sed if the Death Benefit provided l::lit' this Agreement had not 
been incllded in the Executive's Estate. In the cue c1 an Executive Vie> ws 
married at his death, however, the Estate Tax Burden with respect tc the United 

I States federal estate tax shall be the lesser of the following llllJUl'lts: (a) 34• 
~ the part, if any, of the federal estate tax value of the Death Benefit which 

ia mt CJlalified for the federal estate tax mrital deduction; •(b) 17• of the 

total of the Death Benefit • valued ~er federal estate tu puzposes, and (c) 

I the Onited States estate tax actually payable with nspect to the Executive's 
0 

•tate. b Olapmty'• determinaticn of the Estate Tax ~ shall be final and 

oancluaive upon the Executive's Estate and Beneficiaries.• 

I 2. b following paragrapi •s(A) Estate Tu Loan• shall be added 
m.ldiately following paragraph S(c): 

: 
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•s. (A) Estate Tax Loan • 

In the event that the beneficiaries of an Executive are entitled to 

an annual benefit under paragraph 2, then the Conpany shall loan the Estate of 

the Executive (or such other person \Ille> bears the turden of the estate am 
inheritance taxes involved) the amount of the Estate Tax Burden at the tine the 
taxes involved become payable, but a'lly upon ixesentation of sufficient 

inforniation to OOllpJte the Estate Tax Burden. 'Die loan shall be payable in 

equal installment:3 CNer the period cllring which Death Benefit payments are made, 

without interest, or, at the discretioo of the Calpany, may be withheld from 

payments which ,'°1ld otherwise be made. to the Beneficiary." 

In all other respects the Death Benefit Agreement remains in effect am 
unchanged • 

Pf WI'!NESS \tiEREDF, Calpany and Executi ~ have executed this Amenanent 

to Death Benefit Agreement as of the day .and year first above written • 

'1'llE 9Dl'l' ' FETZER aK'ANY 

Witness as to Executive: 

Executive 

2 
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'!bis Amerdnent to Death Benefit Agreement lll!lde as of this .3J.£tdaY of 

January,·, 198~, ~ and between 'lbe Sclott ' Fetzer caipany (the •Cla!peny") and 

---------------------- (the •Executive•). 

WHEREAS, (bnpany and Executive entered into a Death Benefit Agn:~t 

dated - of ' 19_, and '.( 
',', 

~. the CCflpany desires to EEOVide to the Estate am Beneficiaries 

.. of the Executive the opportunity to obtain an Estate Tu loan to assist in the 
Jl 
c payment of estate am inheritance taxes ~ they bea:ate cileJ and 

WHEREAS, the Executive desires to obtain the opportunity fer his Estate 

and Beneficiaries to obtain such a loan; and 

WHEREAS, the (bnpany desires to place a ceiling oo the mount of the 

Death Benefit to which the Executive is entitled; and 

.. 
WHERF.AS, the Executive is willing to have such a ceiling plac:ed oo the 

111DUnt of the Death Benefit to which tie is entitled; and 

WHERF.AS, (bnpany and Executive desire that the Death Benefit Agreement 

be supplemented am mnended as hereinafter 11et fbrth; 

tl:M, '111EREfORE, in ccnsideratioo of the premises the parties hereby 

mutually agree that the Death Benefit Agreement be anended as follows: 

1. Paragraph 2(a) Pre-Retirement Death Benefit shall be deleted in its 

entirety am the .following paragraph 2(a) substituted in its place: 
•) 

•2(a) If death should occur to the Executive due to natural or 

accidental causes while ctively 91P~\ ~ the Caipany, er while 

. the Executive is disabled md eligible to receive disability 
'\:: 
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benefits under any of the <:atpany's group long-tetm disability 

plans, the <:atpany shall pay an annual Death Benefit to the 

Executive's Beneficiary equal to the lesser of, (a) the Executive's 

Base Salary, which shall be equal to the arount of the Base Salary 

indicated on the nost recently effective Schedule A, which is 

attached hereto and is specifically inex>rporated into this 

Agreement, or (b) the aliount of Fifty ibousand Dollars 

($50,000.00). Such Death Benefit shall be paid to the Beneficiary 

for a period of years equal to the greater of (a) ten years or (b) 

the nuntier of years fran t.'le date of the Executive's death to the 

Executive's sixty-fifth birthday.• 

2. The following ~ragraph (i) .shall 'be added to paragraph 1 
Definitions: . 

•1. (i) Estate Tax Burden. 

"Estate Tax Burden" shall rrean the excess, if any, of. the cm::>unt 

of the United States and state estate or inheritance taxes inp:>sed upoo the 

Estate. or Beneficiaries of the Executive CNer the arount of such taxes which 

would have been inposed if the Death Benefit provided ~ this Agreement had not 

been included in the Executive's Estate. In the case of an Executive who was 

married at his death, In.lever, the Estate Tax Burden with respect to the United 

States federal estate tax shal1 be the lesser of the following arounts: (a) 34% 

of the part, if any, of the federal estafe tax value of the Death Benefit which 

is mt cpalified for the federal estate tax marital deduction; (b) 17% of the 

total of the Death Benefit as valued for federal estate tax purposes; and (c) 

the United States estate tax actually payable with respect to the Executive's 

estate. The <:atpany's determination 9f the. Estate Tax Burden shall be final and 

conclusive upon the Executive's Estate and Beneficiaries.• 

3. The following paragraph "S(A) Estate Tax Loan" shall be added 

imnediately following paragraph S(c): 

2. Executive's Initials: 
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•s. (A) Estate Tax IDan. 

In the event that the beneficiaries of an Executive are entitled to 

an annual benefit under paragraph 2, then the c:oopany shall loan the Estate of 

the Executive (or such other person ..tio bears the l::urden of the estate and 

inheritance taxes involved) the anoont of the Estate Tax Burden at the tine the 

taxes involved becane payable, l::ut mly ~ p:esentation of sufficient 

informatim to CXlll'plte the Estate Tax Burden. The loan shall be payable in 

equal installments 011er the period chring which Death Benefit paJllllE!nts are made, 

without interest, or, at the discretim of the Conpany, l1li¥ be withheld from 

paJllllE!nts which would,,otherwise be made. to the Beneficiary.• 

In all other respects the Death Benefit Agreement remains in effect and 

unchanged. ?· 

J),. 

IN WI'lWFSS tii!EREOF, O:lnpany and Executive have executed. this Amenanent 

to Death Benefit Agreement as of the day and year first above written. 

'mE scorr & FETZER QJMPANY 

By: . ..._~~~~~~~~~ 

Witness as to Executive: 

Executive 

3. Executive's Initials: 
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About th,~ Company) 
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Scott Fetzer, founded in 1914, is a diversified manufacturer 
'/ and marketer of high quality produds for the home, 

family and industry. The Comp'any's businesses are divid
ecj into five major operating segments: Cleaning Systems 
& Household Products, Education & lnfon;nation Systems, 
Energy & Control, Fluid 'lransmission, andVehicul;lr · 
Products. 

Headquartered in Lakewood, Ohio, the Company and 
its subsidiaries employ more'lhan 15,000 persons world
wide. Its decentralized management str,ncture allows each 
operating unit to operate as a" separate blisiness. Market
ing is accomplished through direct, in-the-home, mass 
mercfiandislhg, distributor and mail order sales·:· 

The largest and'best known among Scott Fetzer's 
product lines are Kirby home care systems, World Book •· 
encyclopedias, Campbell Hausfeld air compressors and 
Wayne burners and water pumps. . '\1 

\\ 

About this Report 
As you can see, this is an unusual annual report for Scott 
Fetzer. It is designerl justJo tell our shareholders and 

<',other interested parties liow the Company performed in 
1982. 

In the next few months, another publication will be 
issued lbat will more clearly describe how the Company 
is being positioned for growth and how it plans to meet 
the challenges of the fut.ure. Together, these two docu
ments will provide a c1!(arer pictur\; of Scott Fetzer's 
preseQ.t firiantial condition and its plans for the future. 

- --- \\ _y----
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Selected Financial Data 
(Dollars in thousands except per share data) 

0 ~) 

FjscalcYear Ended November 30 1982 1981 1980 879 1978 
' 

OPEMI'.JONS 
Net Sale5 and otherrevenue ...........•...... $600,008 $656,386 $632,398 $697,401 $478,222 
Income before income taxes .................. 48,112 56,927 37,338 63,060 60,807 
Net income ....• , .......•................. 27,092 29,067 23,069 34,096 30,247 

~ 4.5% 4.4% 3.6% 4.9% 6.3% Return on net sales ar.d other revenue .........• c 

PER SHARE DATA 
0 

Earnings .....••.......................... 4.04 4.01 3.12 4.62 4.11 
Dividends paid .................... , , ....... 1.80 1.80 1.80 1.70 1.50 
Book value ............................... 29.40 27.13 25.04 23.76 20.85 
Oiviilends as a percent of net income ........... 44.6% 44.9% " 57.7% 36.8% 36.5% 
Market price range •........................ 36%-25\.'2 303/.i-21 Vs 

0 

253/a-17 l-1' 30%-22 36Vii-23 
Price/ earnings ratio ........................ 9-6 8-5 8-6 7.5 9-6 

BALANCE SHEET DATA 
Current assets ............................ ' •·' 252,654 2zy,153 263,095 271,268 229,573 
Current liabilities .........•................ 122,651 133, 104 117,459 128,067 131,036 
Wi k;i . I 130,003 140,049 . 145,636 143,201 9~,537 or 1hg capita ......•.•................... ·;:,: 

Current ratio .•.. '. .....•................... 2.1 2.1 2.2 2.1 1.8 
Property, plant'and equipment, net ............ 81,970 \\ 82,827 83,609 78,651 62,236 
'lbtal assets ..• ;• .............•............ ·: . 

I) ,:.. '" 
403,790 405,794 394,043 395,376 337,977 

Long-term debt ........•................... 72,786 76,901 79,595 82,346 46,036 
Sharerlders' equity ......... ,, .............. 194,085 184,000 185,079 174,968 153,014 

" Returl on shareholders' equity ................ 14.0% 15.8% 12.5% 19.5% 19.8% 
~ "".· 

YEAR-ENO DATA t} 
,, 

Shares outstanding (OOO's) ................... , 6,601 6,781 7,390 7,364 7,338 
Average shares outstanding (OOO's) ....... 'J ... 6,708 7,252 7,388 ·7,373 7,354 
Number of shareholders of record ..... <0.·ft·· •••• 6,393 7,105 7,937 8,119 8,439 
Nu,mber of employees ...................... , 15,439 16,618 16,225 17,934 17,425 

~ I 

Common Stock Market Price and Dividend Information 
" 

Market Price of Common Stock Dividends Per Share 
1982 1981 1982 . 1981 

Fiscal Quarter, , ,,y High Low High Low 
First ................. : . ...........•....... $29\.'s $27\.'s $25V, $21 Vii $.45 $.45 
Second ............ , ....... .' ............... . '30 253/f 30Vii 23% .45 .45 
Third .................................... . 
Fourth ................................... . 

Closing pric~ on December 31.~. : .................. . 

31\.'2 '25\.'2 303/i 275/s .45 .45 
36% . ,30\.'s 30 24V, .45 .45 

> ., 

S28V, $35% "'\ 
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Letter to Shareholders 

Dear Shareholder: 
In September, 1982, I joined Scott 
Fetzer as president and chief 
operating officer. Since that time, I 
have visited most of the Company's 
operations, lear~ing about our 
businesses and meeting with 
management people in the. field. 
Witq,out exception, I hav_e been 

0 
impressed by the operating unit 
managements' dedication and enthu
siasm, and believe that with our ,, 
help, their commitment to growing 
their individual businesses is one of 
Scott Fetzer's most valuable assets. 

It is the strength of this commit
ment by our employees that enabled 
Scott Fetzer to weather the stormy 
eeonomic climate that battered the 
financial performance of many com
panies inJ982. Indeed, the economy 
had a negative effect on 11s as well, 
but it could have been much worse. 

In fiscal 1982, consolidated sales 
and other revenues were $600 mil-

· lion, compared.with $656.4 million 
diiSt year. Net income was $27.1 mil
lion in 1982, moderately below the 
$29.1 million earned in 1981. Earn
ings per share increased slightly to 
$4.04 from $4.0l in the prior year. 

Obviously, as managers we are 
not pleased with this performance, 
and indeed have already taken 
additional steps to improve 
profitability in fiscal 1983. On the 
other hand, it is important to recog
nize that Scott Fetzer di.d well 
compared wiih most industrial 
companies. 
Operations Review 
The EDUCATION & INFORMA
TION SYSTEMS segment's sales 
were moderately lower while earn
ings were substantially higher. The 
drop in s~les reflected lower unif 
volume a't World Book and the 
absence in 1982 of the Japanese 
operations which were sold at the 
end of 1981. These decreases were 
partially offset by stronger results 
from I.he direct response business 
of World Book. 

, , It is important to note that 1981 
earnings were depressed reflecting 
the provision of additional reserves' 

"" A. v 

to cover costs associated with the 
disposition of the Japanese opera
tions of World Book. 

As far as the future is concerned, 
we are currently looking at several 
new electronics-related products for 
World Book that look quite promis
ing, as well as other possibly 
interesting new ventures. 

The CLEANING SYSTEMS & 
HOUSEHOLD PRODUCTS seg
ment's lower results in 1982 were 
due to decreased unit volume at 
Kirby and continuing costs associ
ated with the start-up of two 
consumer finance companies and 
a new line of commercial vacuum 
cleaners. We believe that,]982 was 
the peak of start-up costHor the 
finance companies which will offer 
reliable consumer financing for 
sales of our Kir,by home care sys
temi} in the U.S. and the United """'. 
Kingdom. Many positive steps w~re 
comi;ileted in 1982. which are ex- \\ 
pecte'<l to help these finance sub' 
sidiaries to increase volume to a 
level that should reach profitability 
by year-end 1983. 

The ENERGY & CONTROL 
segment's lower sales were due pri
marily to substantial contraction in 
the energy, appliance and commer
cial construction industries. 
·Earnings were affected by de
creased volume and start-up costs 
~so~iated with the new stepper 
motor development at our North
land divisfon. We believe that given 
a',turnamund in the economy, this 
si)gment is in an excellent position 
to capitalize on opportunities being 

0 deYeloped in the energy, appliance 
and commercial construction 
industries. · 

The FWID TRANSMISSION 
segment's lower results largely 
reflected reduced demand for air 
Compressors due to the recession. 
In 1983, we will continue to empha
size products for the consumer 
market.such as our Power Pal · 
which continues to show good 
promise. 

The VEHICULAR PRODUCTS0 

segment's decreased reimlts were 
due primarily to a.dealine in saies 
of hitcii~s and towing equipment. 

Gary k Childress was elecied president 
and chief operating office:; of Scott Fetzer 
on Septernber15, .1982. He was pre
viously president and chairman of /he 
boq.rd of Wimer Company, a finn owned 
by 11 venture copilol company. Before 
that, Mr. Childress was president and a 
direclor of Dort Industries which was 
active in a variety of businesses, Includ
ing Tuppe~re, a direct selling compa:1y. 

This was P!artially offset, however, 
by increa~~d sales and record earn
ings by o~.r Carefree of Colorado 
division which markets protlucts 
for the recreational,vehicle and 
mobile home markets. 

Looking ahead to the challenges 
of 1983 and beyond, f am excited 
and very pleased to be part of such 
a fine company and management 
group. The prior and present man
agement teams of Scott Fetzer have 
built an excelle.nt company that is 
well prepared:'in my opinion, to 
meet the ever-changing nature of 
today's,economy .. 

ln'\,ltese days of high-cost money 
wear~\ not highly leveraged, we 
have ~n exceptionally strong 
balance sheet and possess the man
agerial expertise and financial 
resources necessary to control our 
own destiny. The net result is a 
strong company that provides out
standing opportunities for its 
employees, high quality products 
for its customers, and~ sound and 
rewa,rding return on investment for 
its sfiareholders. 

4c.~ 
GARY A. GHILDRESS 
President and 
Chief Operating Officer 

February 18, 1983 
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Beyond 1983 - The Challenge to Grow 

Growth! Foryears it was something 
that many people took for granted. 
But today, it is a subject on which 
Virtually every segment of our soci
ety is now focusing its attention. It 
has, in fact, become a "buzz" word 
for the 80s. 

In 1980 and 1981, inflation was the 
national "buzz" word. It was deemed 
the single most important problem 
facing us at that time. So, as we often 
do, we fell that if we could just solve 
inflation, everything else would sim-
ply fall into place. · 

But in 1982, unemployment be
came a new "buzz" word - even to 
the extent that many people believed 
that more inflation was better than 
more unemployment. However, 
what many of these people failed IQ, 
recognize'was the fact that there are 
more Americans working today than 
there were in 1980. In Novemb~r. 
1980, this country had over 97 mil
lion people working. In November, 
1982, that number had risen to over 
99 million. \ 

Th.e point fs that unlike unem
ployment, growth is much more 
than a "buzz" word. It is a way of life 
~ not just another temporary phe
nomenon that will J:ie replaced by ·· 
another "buzz" word in 1983. 

Growth. permeates every facet of 
our personal lives from the womb to 
tile tomb. A child simultaneously 
grpws emotionally, intellectually and 
physically from the time.he or she is 
an embryo. People continue to grow, 
sometimes in different directions and 
at different speeds, throughout their 
lives. Indeed, without. growth, there 
is no life. · 

Today, however for the first time 
in 35 year,s, we have been shell
stiocked by inadequate growth.in . 
our national economy. For the first 
time there is widespread concern 
and alarm that our children mav not 
enjoy.the same growing standard of• 
living that we have. 

., 

Such a realization is indeed a 
sobering thought. And the burden of 
reversing this trend rests squarely on 
the shoulders of the private sector of 
our free enterprise systern. 

Clearly, mature businesses run by 
mature managers and founded 'On 
mature products that serve mature 
markets in mature industries will no 
tonger be good enough to survive in 
the 80s. In fact, "mature" has now 
become all but synonymous with 
zero growth. Our challenge is to 
regain the momentum of economic 
growth needed to assure Americans 
the quality of life they have grown 
to expect. 

Scott Fetzer is a fortunate com
pany. We are committed to growth 
and have the financial and manag
erial resources to make it happen. 
In managing and repositioning our 
businesses over the past several 
years, we have arduously dedicated 
ourselves to generating more inter
nal growth, identifying new external 
opportunities and redirecting our re
sources from low growth businesses 
into higher growth opportunities. 

For Scott Fetzer the need to grow 
is not a fad, It is a matter of survival. 
in today's economic environment, 
gr01'ith is the only way to create the 
kinds of extraordinary o'(,portunities 
required .to expand, to attract and 
retain top people and to provide you, 
our shareholders, with an attractive 
return on your investment. . 

A very important step in prepar
ing ourselves for these future 
opportunities was taken last,Septem
ber when Gary A. Childress joined 
Scott Fetzer as presideflt and chief 
operating officer. Gary will focus his 
attention on growing om principal 
businesses both internally and exter
nally. This will enable me to 
concentrate my efforts on developing 
new opportunities for Scott Fetzer 
outside our present business 
activities. 

These are .;!Xciting and dynamic 
times. There are massive changes 
occurring in the world around us 
creating many .new challenges and 

. --.__ :\ 

Ralph Schey 

opportunities for companies ready 
and able to accept the challenge. We 
plan to participate and capitalize on 
these changes in a very material and 
profitable way. 

We havScdone a lot of homework. 
We have ide\1tified our market areas 
for future growth and are now adjust
ing and fine tuning our organization 
to better meet the challenges and 
opportunities that these markets offer. 

We all know the requirements for 
growth. But it is companies like Scott 
Fetzer that can create an environ
ment where the key ingredients of 
growth - innovation, entrepreneur
ship and hard work - can be 
achieved and our goal of succeeding 
in the 80s can be realized. 

RALPH SCHEY 
Chairman and •. 
Chief Executive Officer 

February 18, 1983 
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M~t'll Dlacuaalon and Analysis of 
~clal CC>ndltlon and Reawtll of Operations 

D 

Reawtll of Operatlona-
1982 Compared with 1981 
Scott FelZers consolidated sales and 
other revenue for 1982 totalled 
$600 million, compared with 
$656~4 million in 1981. The lower 

' sales\yolume for 1982 reHected re
duced customer demand due to the 
continuing economic rece5sion and. 
the sale..ol \\brld Books Japan 
operations~ . . . 

!';let income in 1982 feU6.8% to 
$27J m111ion from $29.1 million in 
the prioryear. Earnings per share 
for 1982 were $4.04 per share, up 
slightly from last years $4.0l per 
share.· 

. Earnings per share for 1982 were 
''favorably affected by Scott Fetzer's 
common share repurch<!Sll pro
gram which began in May, 1981. 
Since then the Company has on an 
i.msolicited basis repur~hased " 
790,425 shares for $22,2 million 
which has been charged to share
holders' equity. The average 
number of common and common 
equivalent shares outstandin'g h~ 
decreased 7.5% since N0Ve1nber 

" 

D 

30, 1981. No shares were purchased .. • For the fourth quarter' of 1982, 
during the fourth quarter ol 1982; sales. were.$141. 7 million compared 0 

The moderate decline in net in· with $163.5 million for the same 
come for 1982 was primarily due to the period in 1981. Net income was $6 
decrease in sales volume. lower net " million, down from $6.4 million in 
interest income, and continuing start· the year earlier quarter. Earnings 
up costs a.5Sf)Ciated with two consumer per sharti were 91 cents &impared 
finance subsidiaries, partially offset by with 94 cents reported in the same 
a lower effective l!l" rate, Earnings in -. period a year ago. ' 
1~81 wer~ ~~versely affected by a spe- Uquldlty and Capital 
c1al provision for closedown costs Resources 
associated with World Books interna· Ll 'd"ty • 11 d f ed 
Jionaloperations, particularly in · qui 1 ,is gt;~era Y e in as a 
.Japan'. Interest income in 1982 de- comp.anys ab1hty ~o genera~e oish 
·dined to $12.1 million from $16.8 suflicte~t to,c?ver its pperatmg . 
million in 1981 'reflecting the overall .. needs (including capital expend!· ' 
decrease in .interest rates arl\'l a lower %. tl!r~) repay ~ebt, and pay cash 
level of cash as a rest:il! ofth~ sh'are d1v1dends to its shareholders. In 
repurchase progra)n andjn~'.reased ad· each of the past three years, ~OU 
vances.to unconsolftlated'§ubsidiaries. Fl)\Zer has.ger:ie.r~ted ful1ds to sup-
The effective inc&rre. tax rate for 1982 port th~ acttvities entirely from • 

7 % . . \.\ ed1 · . h· · · its operations. 
was 4~. compaR wit 48.9\\! for Cash and cash equivalents 
the pnor year. T~e .• o.wer tax rate in . decreased by $16 million in 1982, 
198~ r~ulted pnma~1ly from t~e eff~t follo\\'ing a $)0.2 million increase 
of foreign taxes and increased invest· . in 1981. The decline in cash during 
ment. tax ~nd resear~h ~nd develop- . . . 1982 resulted primarily from th.e 
ment cred1~. The principal f~ctors that cinvestment in and loari to a n 
affectl!CI net income and earnings per· h. II ·. · ed'li . . b -d~w 
share for'1982 are summarized below· 1N ~ y-own •nanc.e s.u st tary, 
· · · Untied Acceptance Llm1ted, the 

Net . Earnings ,, 
Income' Per 
($0005) Share 

·common sharerepurchase pro
gram referred to above, and an 
investment in tax benefit transferc, 
leij.Ses. , · , . 

1981-asreported .....•.. , .............. :·.· ..... \) •.. " $ 29,067 $ 4.0l ~ 
'Working capital (current assel$ 

. Jess current liabilities).was $130 mil
.. lion at year-end 1982, representing (Decrease)Increase in 1982 from: . · · o 

Operation~· .. .. ·:·. '· ............... -. ......•.. ~· ._,.,. .. 
~ Interest income, net. 1 ...... ......•.• ;_ .....•. ?_ •••.•••• _. 

Lower special provisidn for 
international operations ......•........ : , , •. : , ..... 

lntome tax changes: 
· Effect of foreign taxes ; ..................... ; ..... ., 
'investment tax and research •· 

& deyelopment credits . : ............ : ..•........ 
Lower "QISC'' export credit , ................... , .. . 
Tu.~exempt interest'~ •... , . • .•...... , . . . . . . . . .. . 
Lower state and lo(al income taxes . , : .... , . . . . . ... . 

All other .... .";., ... ;,.· ....•....... , ...•.......... 
Net Change_~ ...... -...... -.: .. _ . .'~~ ... ·.-;, ... ~· .. 1 •••• 

Decrease in'avei·age number of 
shares outst~nding ...................... , ... _. ..... ; 

1982 .... asreported , ..... , .. , , .......•. ·"' . .' . .' ...... . 

. :~ 

'( I, 

t 
:-\> [) . ' -

(4,013) 
(2,633) 

2,028 

1;647 
0 

355 "· 
(480) 
724 

, 191 
206 

(1,975) 

(.55) 
(.36) 

.23 

.04 
(.07J 
.10 
.03 
.03 

(.27} 

(",·." -"·"' .30 

$ 27,092 ' $ 4.04 

' ' 

a current ratio of 2.1, unchanged 
from the ptjor year. Working capital·• 
per dollar ofsales improved slightly 
in 1982. Accounts receivable were 
below the 1981 year.end level and 
inventories at year-end were 
slightly higher. 

The notes payable on the bal• 
. ance sheet represent the short term 
debt of foreign subsidiaries, whi.ch 
increased slighily from the prior 

. yearo(!nd . .The Company has aggre
gate credit facilities in various 
foreign countries of $7.9 million. 

o . 
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. . Long-term debt as a percentage . 
of total capital (including long-term 
debt) was 27;3% at theend of 1982, 
a decrease. from the 1981 level of 
29.5 % • Current maturities of $4.6 

. million will be met by funds 
11rovided from operations. 
· Capital expenditures in 1~82 
were $11.9 million •. only slightly 
more than Jhe $11.5 million expend-
ed in 1981. · · 

Supplemental information.re
garding the impact of inflation is 
presented on pages 17.andl8 of this 
report. GeperaUy,. the Company 
strives to offset cost increases . 
through illlprove<l pr~uctivity, on
going cost reduction programs and 
selling price increases .. 
RQults of 0pe..;.ti0m.-. · 
1981Compareclwltb 1980" 
Consolidated' sales and other reve- · 

. nue for 1981 totalled $656.4 miilio0, 
4 % above the prior year total of, . 
$632.4 million. Sales volume for 
1981 was affected by the economic 
downturn, the sale of the.Stream
way division, and the curtailment. 
of World Book's international 
busines5es. · , 

Net·income amounted to $29.1 
million,26% above.the $23.1 mil
lion earned in 1980. Earnings pe~ 
share increased 29.% to $4.01 per 
shl!re compa[e<i'wi!h $3.12 per · · 
share in 1980. 

• The increase in net income for 
.1981 over the prior year was at-

,... tributable to the 17 % improvement 
in earnings from operations, signifi· 
cantly higher net interest income, 

• · and a decrease .in special provisions 
associated with the closedown of . 
some o!World Book's international 
operations. The effective income 
tax rate was 48.9%"compared with 
38.2 % in 1980.The lower tax rate 

... In 1980 W'I$ prim1uily the. result. of 
· . significant tax cre<lits for worthless 

o stock deductions and the effect of 
· foreign tax credits. 
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Business Seg.nents -1982 
Compared with 1981 . · 
Results by business segment for 
· J982 and the two prior years are 
presented on pages 11 and 12 of this 
report. · . 

Sales and other revenue for 1982 
decreased in four of the five busi
ness segments, with the most 
significant decline occurring in the. 
,fluid Transmission segment which 
was most affected by the recession. 
Income before taxes was down in 
all bt!siness segments except for' 
E',ducation & Information Systems; 

· Cleanln11Sy1tem1 & Ho11se
bold Products 

·Sales in 1982 were $119.6 million 
compared with ~)18 million in 1981. 
.Income before takes. was $11.3 mil
lion.in'1982, a decrease from the 
$15.5 m.illion in 1981. Results in this 
category were primarily affe<:ted by 
start'up costs associated with the 
finance subsidiaries and the intro
duction of a new line of commercial 
vacuum cleaners. 
Education.& Information 
Sy1teD11 ' 
Income before taxes in J982 
amounted to $17.4 milhon, nearly ., 
70% abbve the $10.3 milli·on re- .,, 
ported in 1981,,.Earnirigs in 1981 , 

· · were reduced by provisions for an· 
ticipated losses. associated With the 
closedown of World Book's Japan 
operations. Sales and other reve
nues declined to. $235.6 million 
·compared with $259.8 milliop in 
1981. The decline primarily re
fiected the absence in 1982 of the " 

o " 0sales o!Jhe.Japcln op~rations, 
slightly·Jowef'aomestic and other 
international sales, partially offset 
by higher direct response business. 

Energy & Control 
Sales for 1982 declined 6 % to $85.1 
million from a record $90.3 million 
in 1981. Income before taxes was 
$10.3 million in 1982 compared 
with $13.2 .million in the prior year. 
Sales volume declined at the Adalet 
and Halex divisions, while volume 
at the France and Northland divi
sions showed moderate increases. 
Sales. were ti~ld down by reduced 
commercial and .industrial con· 
struction ;md a drop.off in the 
mining and oil and gas industries. 
The earnings decline reflected the 
drop in sales volume at the Adalet 
and Halex divisions and substantial 
new product development costs at 
the Northland division. 
Fluid 'lhlnsnllssion 
Sales fi;>r 1982. were $100.3 million, 
a decrease of about' 20 % from the 
$124.6 rriilliori last year. Income 
before taxes was approximately 
$7.2 million, about 32% below the 
$10.6 million earned in 1981. The 
sales decline primarily occurred at 
the Campbell Hausfeld division 
reflecting general economic condi
tions. Sales for the Wayne division 
in 1982were10% above the 1981 •· 
level. 
~hicular Products 
Sales declined 7 % to $7 4.8 million 
in 1982, compared with last year's 
$80 million. Income before taxes 
was $10 million in 1982 compaJed 
with $10.4 million a year ago. Sales 
declined for all divisions in this 
segment with the exception of the 
Carefree division, )Yhich showed a ., 
17% increase over 1981. The.Care-

17 free, Douglas, Powerwinch and · __.,,, 
Sta. hi di.vi.sioml'reported. increasedV'·· ·· _;.:;::::-· ~. · 
earnings, while the Valley division07 
experienced a sharp earnings 
decline. , 

0 0 

'•.<::.:: 
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Report of Management 

The management of The Scott & Fetzer Company has 
prepared the consolidated financial statements and related 
information included in this Annual Report and is respon· 
sible for their integrit)(, and object. ivity. The siatements have 
been prepared in co°liformity with generally accepted ac
counting principles consistently applied and as such in· 
elude amounts based on· estimates and judgments by 
management. 

Management is also re5ponsible for maintaining a sys
tem of internal accounting controls'which is designed to 
provide reasonable assurance at reasonable cost that assets 
are safeguarded against loss or unauthqrized use and that 
financial records. are adequate and can be relied upon to 
produce financial statements iii' accordance 'h;ith generally 
accepted accounting principles, The system ts supported 
by written policies and guidelines, by careful selection and 
training of financial management personnel . and by an · 
internal audit staff which. coordinates its activities with the 
Compar,iys indeiiendent certified public accountants .. 

,,, Coopers & Lybrand, independent certified public ac· 
countants, are retained to examine the Company's 
financial statements, Their .examination is conducted i.n 

0 
Report of Independent · 
Certified Public Acc:Ountants 

To theShareholdel'S and Board of Directors 
The Scott & Fetzer Company: 

We have examined the consolidated balance sheet of The 
'Scott & Fetzer Company a,nd subsidiary companies at 
November 30, 1982 and.1981, and the related consolidated .. 
statements of income, shareholders' equity, and changes 
in finanCial position for the years ended November 30, 
1982, 1981 and 1.980; Our examinations were made. in 
accordance with generally accepted auditing standards 
and, accordingly, included such tests of the accounting 
records and such other auditing procedures as we consid· 
~ ered,.necessaryin the circumstances. 

" 
•) 

accordance with generally accepted auditing standards 
and provides an independent ass«i!ssment that helps 
e.nsure fair presentation of the Company's financial 
Position, results of operations and changes in financial 
position. 

The Audit Committee of the Board of D.irectors is com-
" posed entirely of outside directors and meets periodically 

with management, internal auditors and the independent 
·certified public accountants. These meetings include dis
cussions of internal aceounting controls and the quality of 
financial reporting. Financial management, as well as the 
internal auditors and the independent certified public 
accountants, have full and free access to the Audit 
Committee. 
' -

R.E.Schey 
Chairman and , 
Chief Executive Officer 

Ii 

J. F:Bradley 
Executive Vice. President· 
Administration and Finance 

fl 

In our opinion, the finar,i,i:ial state!Ilents . referred. to 
above p~esent fairly the con5olidated flnancial position of 
The Scott & Fetzer Company and subsilliary companies at 
November 30, 1982 and 1981, and the consolidated, results 
of their operations and changes in financial position for the 
years ended November 30, 1982, 1981 and 1980, in con· 
formity.with generally accepted accounting principles ap-

0 pUodoo•~ii:..~;~t41 
Cleveland, Ohio --.,..-- "1f""-r-.., 
January 25, 1983 
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Ji' CoD110llclaW Statement of Income 

{) 

: iii-

c 

The Scott & Felzef Company and Subsidiary Companies 

(Dollars In thousands except per share data) 

' . NETSALF.SAND OTHER REVE~UE •••••....•.••..••••. ; .......... . 
Cost of goods 5ol<f .............................................. . 

. ;1 

Gross profit ••.•..• ··~ •...•.•.......••. · .... ~ .- ........... · ...........•.• 
Selling, general and administrative expenses .•. , ..•. '; ............... '.' . 

Operating inc&m.l! ........ , ...•.••........ , •• • ............ , .... . 
· Otherincome(deductions): " , 

lnterest·locorile_ ..••. ... ~ ....... ·- .•• -.... ·.- ... -.....• -.. • ...• -..... _ .. ;,;. 
ln-terest exi>ense .... • _ ....... · ...... , ......... _ ....... · ........ _ ... . 
Charges for services of finance subsidiary (Nole 4) ..... , .... · ....•... 

· Income from unconsolidated subsidiaries and joint ventures • , ....•.. 
Other, net .. .-_ . ....... , ........ _ ........... _ ... _ ................•.... 

' . . . ~' 

Jncomeffefore incometaxes ... •:•.·.'.., •••.. n; .............. • ••••••••• :,. 

Income taxesJNofe JO) .....•.•..••••....•..•••......•.•.. : ....• ' . 

NET INCOME •• ·: •••• 
0 

••••••••••• ·~ •• ,,, •• ; ••• : ••••••• "''" ••••• 

. EARNING.$ PER SHARE •...• :· ••••••••• ' . : ..••••..•••.•. : ....••.••• 
' 0 

' - :X) ,(; - (1 

DIVIDENDS PER SHARE .•••.• , ................................. ... 
Average number of common and . , 

common equivalent shates outstanding (0005) ..•...........•....... 
• 0 

Th~ accompan)i"8 noleS are an ln•*al part of the financial Slalements. ., 

i\ _,. 

. 0 

Year Ended November 30 
1982 1981 1980 

$600,008 $656,386 $632,398 
327,899 366,691 355,485. 

272,109 289,695 276,913 
219,916 235,592 232,321 

52,193 54,103 44,592 

' .· 12,132 16,808 8,119 
(9.~) (9.~6) {9,858) 

(12,102) {7,650) (8,275) ,, 
:g:" 4,244 4,434 6,690-:J) 

(1,157)-· (1,452) (1,674) 

(4,081) 2,824 ,,(7,254) 

4'112 
'· 

56,927 . 37,338 

21,020 27,860 14,269 . ' 
0 

$. 27,092 $ 29,067 $ 23,069 
-,~'' 

$ 4,04 $ 4.01 $ 3,12 

$ 1.80 $. 1.80 $ 1.80 

~.708 7,252 
" 

7,388. 

" 

a "' 

( 

' 0 

" 0 7 

'!! 
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Conaolldated BaJance Sheet 0 
The Scott & Fetzer CQmpany and Subsidiary Companies 0 

(Dollars In thousands except peishare data) 

•.l 

ASSETS 
. Current Assets 

Ca5h .••....• •; ................... · • · · · · · · · · •. · · ·· · · · · · · · · ·" · · • · · · · · · · 
Interest-bearing deposits, .........• ; .. ,, ............................•...... 

-'*- Short-term investments ................... ; ............................ . 
~eivables(Note2) .• ':' .. . , .......................... ·; •........ '. ........ . 
Inventories (Note 3) •..•..........•.. "·' .......... , :' . . ,"', :· . ......•........ 
Prepaid expenses •.... , .... , ....................... , ... ; .............. . 

TOTAL CURRENT A§SETS ...•.• , .............................. . 
~ = ' 0 

' Investments in and advances.to unconsolidated 
subsidiarie5 arid joint ventures (Note 4) .....•......... , .................... ,, . 

Property, plant andequipment(Note5).;., ...•.•..• , ...•............. '; .......... . 
Ex ' .f. '' f ' ts . ed ' ' 0 

' ' ' . c~ cost over air v~,J.Je o asse acqu1r •.................... _ . , ......... ; .. . 
Other assets.: .• ,. 1~ •• •...• .' ..................... \.· ...... ; .•.....•..•..• , ..• 

., 1UTALASSETS· .. . _ ...... ,\ .................. -.. ·--·. ~---· .. -.. , ........ _ ·-·· ~- .-
,, 

. UAB~ ~ ,, 
Current Llabilitie5 · 0 

' ' 

Notes payable (Note 6) ......•...... :; •.•......•. ; .............. , ..•. , .•... 
, AccountS payable .•..•.•............• ; , ... , : .. , ................ ; ... ; .. . 

Accrued employment costs . ., ........... o • ••••••••••••••••••••••••• '. •••• " 
Accrued liabilities .........................•....... , •................•... , . ; 
Income taxes .••. ,,. .• ............... , .•. , .................................. . 
Deferred inl:ome taxes (Notes 4'&10) ..•.................•...... ; ..•.... ,;, .. CJ 
Current portion of long-term debt.. " . , ......•.. ; ................... ~" ....... . 

TOTAL CURRENT LIABILl'IJES •....•..• ; ............ ; ....... "'· •.. 
Deferred income taxes(Note 10) ............................. ' .•.......•.. '' ...•.. 
Other deferred credits .... , .... ~'. .. 1, •• , ••••••••••.••••• •· •••• , ••••••••••• , ••••• :·. 

. Long-term debt (Notes 6 & 7), ., .... , ......... , ... ··: ...... ,,. ........ '. ..•• , •....... 
TOT AL LIABILITIES . ; ..•..... '!' ••••• , •. " .••••..•••••• ,, •••••••••. 

fl . 

SHAREHOLDERS' EQUITV . , 
0 Serial preferenc~stock · · 0 

. . . . 

' • 1uthoriz~ 1~000 shares without par value; none issued 
Commonstock ·.. . . . . 

Authorized 15,000;000 shares without par value; stated value , . . o 
of outstanding shares: $1.25 per share {Note 8) .... ,, ....•..•.....• "' ... ; ..... 

Ad.· ·d·t· a1· . 't I . · • , . · · "' " 1 ion. cap1 a ....•. , ......•.. , . , ....................................... . 
"Retained earnings(Note 6) ..... ,,, .. , .....•.. , • " .•..... ~ .. , ' •.•. , "'" ....... .' ...• 

. . , , ~TAL SHAREHOLD~RS' EQUITY .• ~ .... , ... ,· : ...... ·: .•.. '. ...... , • 
0 

· .· TOTALLIABILITIES AND SHAREHOLDERS' EQUITY ...•••.•...•• , .. . 
,-_ - . ~ - - - - ' 

The acro.,mpaijy!ng r,ol;,. il{e an Integral pan Ot the financial ~~t~ments. 
' ' ~· ' ' .''' ' 

_,_, 

0 

n 

" 
0, 

Q 
_,,_, 

0 

Q 

" iJ 

" November30 
1982 1981 

$ 2,651 $ 8,924 
46,163 . 72,246 

,. 37;504 21, 179 
80,483 86, 117 

' 81,045 "'·"''" 79,611 
' 4,808 . 5,076 

' ' 252,654 273, 153 

56'883 
'--Ji 

81,t\70 
' 2,62'& 
'9,658 

$403,790 

" 

$ 4,971 
31,1,95 
21,472 ' 
.33,449 

6,1S6 
20,549 
4,559 

122,651 
8,444 
5,824 

72,786 

209,705 

i} 

8,25.1 
6,169 

··179,665 

194,085 
$403,790 

0 

40,702 
> 82,827 

2,642 
q,47(\., (} 

~-· 
$405,794 

\!> 

•· ... f 4;505 
34,~94 0 

24,810 
25,979 
12,?44 
28,269 
2,602 

133,104 
7,480 
4,309 

76,901 
221,794 

8,476. 
6,316 

169,208 
184,000 ---

$405,794 

11 



Statement of Changes In Financial l\isltlon 
:Ompany and Subsidiary Companies 

. G 

Is) 

)PERATIONS . 
•. · .............. ,• ·- .... · ....... -._ ............ ·' ........ ·-· .... . 
not affecting funds: 
on· .... _ .. ~~-; .. •.-~- .. ·.:~,,_ ..... -........... _., ....... -· ........ . 
1t deferred income taxes .. : •............. "" .. ; ......•... 
~m unconsolidated subsidiaries and joint vel)t~res .•.•........ 
. ' ,• - . - . . . . ·- ........ , ................................... _. .......... . 

!,(used) bychaliges in certain ciment'assets and liabilities: 
~ .. :-.... ~,,~ ...... --. •.•. -........ ' ~ ...... ; . -· ·- .... ·-· .......... . 
~. ' .. - ·- ...... ·-~·- . .--; .. ~ ·-·. ·-· .- -· ............ - ._ .. _ ... ·- •::- ...... . 
:penses ............ ; ..............•........ : . ....•.. 
payable •....... , .... ,. • ..•...•....... , ..... / ...... , .. 
mployment costS, accrued liabilities and income taxes ... ; ... . 
nco.me taxes ... , .................... , .... / .......... . 
funds provided from oiierations .......................•.. ,. 

OTHER ~CES, EXCWDING FINANCING . 
rMENT ACTIVITIES 
disp0sitiqn qi division •..•••....•.•.........•. 1' ..•....... 
property, pli!nl and.equipment, net .... ; , .... : ........... . 
er deferred credits . "" ....•......... ; . . . . . . . . . . . . . . • . . . . · 

. ·_ -, - .. ' . 
' • ' ,_ •- -, ~ o; • • ·•- ' • -• ' •- • • • • • • • • • • ' • ' ;, .• - • • • • • • • ' • ' • ·, ·- _• • ·' • - '- • • • 

funds provided before 1ihancing and im1estment activities .. :' .. 

EXCWDING FINANCING AND INVESTMENT ACTIVITIES 
- . - - Q ' . 

opetty, plant and equipment. , •.•.... "'' •................. 
·pa"1d · " · ~ ' ' - ... ;. -. -..... ·-. __ ... - ; '·~ .... '· ....... -. -· . •- . -..... " ...... _ ... _. . 
ets of division .sold ....... , . , .•... , •.............. '· ; •..... 
. ,,:- .. ,~.·-··· .. : ... _. ............................... -.......... . 
funds used before finand11g and investment activities .....•..• 

~ . '· 0 • . • 

ROVIDED BEFORE FINANCING AND 
ITACTIVITIES .. ·•· •... : .' ... , ..............••. · ............. , 

DED FROM (USED IN) FJNANCING AND 
IT ACTIVITIES ~. . 
cllrrent maturities oflong-term debt ...... ; ....•..• , •....... 
n st~k under stock opti1ms, ...... , .......... , .. :' : .. : . ' .• 
!ase) 1~ho~t-term debt , ... , . , , ..... ,, ........ ; ... ~ , .... . 
easucyiShares .... , : ....... ·, ......•........ , ........... . 
tax leases netol current benefit .•......•................... 
, and advances to unconsolidated . . 
arid joint ven,tures, ........ , . ; ... , .... , ............ ·. , •. ,'.'. 
I funds used in financing and investment activities ..... : ... , .. .. ~ ....... ···.. . . 
IN CASH AND CASH EQUIVALENTS .. : ..•..•.... . ·: ...... . 

·~- '·~ 
• --. '•1 •• ,-_·· ·- - ,- • .-

oot~_clr¢~ i~l~-P,cirt_of i_h~. fi~ariciaJ St~temeilt~~ ._ , . 

Year Ended November 30 
1982 1981 1980 

$ 27,092 $ 2~j067 $ 23,069 

10,455 10,053 9,022 
964 164' 1,768 

(3,333)' (I,451) (386) 
929 420 594 

5,634 (845) 16,422 ' 
(1,434) 534 20,450 

268 355 293 
(3,099) . 7,083 (9,046) 
(2,056) 6,795 2,525 
(7,720) 4,702 (3,244) 

27,700 <t::, 56,927 61,467 

1,800 -
2,305 l,834 

" 
67L 

1,515 147 
17 2tl 

3,837 3,845 818. 

31,537 ·. 60,772 . _62,285 

""'"' 
ii 

(i1;9o3) . (11.457) (14,651) 
• 
(11,974)' (13,003) (13,302) 

. (I ,684) 1 

- (75).. (269) (90) ' I 
-.J 

(23,952) (26.413) (28,043) 
~~ 

7,585 34,359 34,242 

(2,158) (3,250) (2,010) 
·•22 344 
465 (2,379) (1,584) '· 

(5,055) (17,143). 
(3,361) -

(13,523) (l,435) (2,000) 

(23,616) (24,207) (5,250) 

$(16,031) $10,152 $ 28,992 

9 ."\' 
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Coll80lliilated Statement of Shareholilers' Equity 
The &olt &Fetzer Company.and Subsidiary Companies 

(Dollars In thousands except per share dala) 

Common Shares 
Number · . Dollars 

Balances at · " 
. November 30, 1979 ..•. , ; . . . 7,576,924 $9,471 

• Netincome· .. ;·., .... .,,,. 
· . Shares issued under 

slock option plan , 
(N~8). : .. , ...... , ... 

ca5b dividends.'-
. $1.80i)er share. , . . .. .. · 

Balances at ' . 
November 30, 1980 ....•...• ; • 7.~76,924 · · 
· Net income ...•.. , •.. ,.. ·.• 
"P\irch~Qf' . 
. ·· treilSui}' shares. ' .... , . 

···· ;,~dividends-
$1.80 per share. ; . , : ... 

' 
" 

9,471 

'll'easury Shares• 
Number . Dollars 

212,771 $ (266) 

(25;900) 33 

186,871 (233) 

609,525 (762) 

Balanc~at· 
November 30, 1981. .•.. , ... . 9,471 °0 796,396 (995) 7,576,924. 
. Net income ...... : .... . 
. Shares issued under 

·. ·stockoption plan . . 
"(Note 8) ...•..••.••. : • ; 

i>urchases of 
treasury sha1es~ ...... . 

Cash dividends-\ 
$1.80 per share ...... . 

. h -

.Balances at 
November 30, 1982 " ...... '' . , . - - ,,_ e -

•'iiea..ury shares are c:uried •I staled value. 

7,576,924 $9,471 
" 

The accompanying notes...; an Integral part ol the flnaJlcial statements. 
0 

. " 
,:·~ .... ~~-.. 

'Hf/• 

I 
(i 

(1,000) 

180,900 

I 

(226) 

976,296 $(1,220) 

0 

" 

Additional 
Capital 

$6,573 

311 

,6,884 

(5!)8) 

0 
·. 6,316 

21 

(168) 

$6,169 

0 

• Retained 
Earnings 

$159,190 
23,069 

(13.302). 
0 

168,957 
29,067 

.. (15,813) .. 

(13;003) 

16~.208 
27,092 

(4,661) 

(11,9?4) 

. $179,665 

IJ o· 

: \\ 

. 'lblal 

$.174,968 
23,069 

;,344 

(13,302) ,, 

· .. 185,079 
' 29,067 

(17,143) 
o. 

,; (13,003)<~ 
.. 'n ' 

184,000 
.27,092 . 
'· 

22. 

(5~55) 

• (l l,974) 
.\f_'i,~ - ti - ~ 

'i; 

' 
" ;·.ti 

' $194,085 

-"" r.-



Bualneu Seplent lnformaUon by Industry 
' " Tue.SCott & Fetzer Company and Subsidiary CQmpanlcs 

(Dolla~·in thousands) " Cr 
0 

Year EndedNovcmbcr 30 

NET SALES AmfoTHER REVENUE 
(I 

Cleaning Systems & Household Products .....•...........• ,, ...•.. 
Education & lnformatiilri Systems .. v· .................. · ...... . 

:: · Energy&Conlro1 .. .... ~ ........ ~ ....... ~ ...... ,_ .... ,,,', ... _ .... -.. -.. . 
Fluid 'lransmission ..... ·; .•.... "' ......... , .................. . 
Vehicular Products .••.•.......... 0 ••••••••••••••.••••••••••••• 

· · lntersegment Sales .••.... · .............•..• , •..... , .•... , . _, . : . 

INCOME BEF<;i,IIB INCOME TA}(ES . . . .:. , 
··. Cleaningii]stems &Hou'khold Products, .... , .•...... , ........... -

Uncon~Hll!lted FinancecSubsidiaries ...•.... , ..........•...... 
;k-

" 0 
0 

0 

Education& Information Systems .•.....•..• • •..... , .... , .. , .... 
. Uncc>nSolidatecl Finance Subsidiaries and. " · 

Joint Ventures. " " .................................... . 
(!,, 

E . &Co. 1· . ·. . ' ··' ''l:l . nergy . ntro ...... , .....•..........••................. _ •. 
Fluid 'Jtansmission ...............• , .... ·: ................... . 

.~ . Vehicular Products •.. , " ................ · .....•....... :\. ....... " .•. 
~ ,j, 

Operating Earnings ......•..•..•.•••............ ' ............ · 
Corporate ~pl!nses'and Net Interest , .. , ...•............. : ....•. 

IDENTIFIABLE ASSETS 
CleanillgSystems&Household Products.,, ........... •i ......... ,'; 

Unconsolidated'Finance Subsidiaries .. :· . .•... ,1, ••• ; ••••••••••••• 
. 0 . 

Educat.ion & Information Systems ... ~~- .... ,., .... : .....•........ 
Um:onsolidatecl Fin<!nce Subsidiaries and ' . 

Joint Ventures .•... : . ............ ., .. · .......•.. , ...••.... 
=·· 

"' . . . ~ 

\.. .Energy & Control .................................... 6 : .••••• 

· · Fluid Transmission ....................•..•.......• , .. · .. , . : ..... 
Vehicular Products .•.... : . o· ..................... " ............• 

• • • '- ' \>l 

Corporate and Other ..............•.... .' ....... : ............ . 

1982 

$119,583 
235,559 

r.1 
I 85,055 
100,310 
74,791 

(15,290) 
. . " $600,008 

. $ 14,547 
(3,226) 

ll,321 
" . 

10,107 

7,31~, 

17,423 

10,300 
7,170 
9,969 

\ 56,183 
(8,071) 

$ 48,,12 

(;, 
'" $ 41,5!!4. 

15,25.0 

0 °56~784 
.c 107,276 
r. ", P \F;.{ 
I>; tl:;._~ "\ 29,5~ 

13,,782 

37,00«l 
" " 62,055 

31,939 
79,230 

l.0> ' $403,790 
\) 

Q 

--· -: ~ 

,. 1981 1980 ,, 

$118,020 $110,583 
259,801 262,965 
90,324 79,390 

124,646 116,428 
80,024 73,259 

{16,429) (10,227) 

$656,386 $632,398 

$ 16,951 $ 15,394 
(1,486}"' (192) 

15,465 15,202 

5,898 2,742 
I 

4,370 ... 3,823 

10,268 6,565. . 
11,802"

0 

13,156 
10,557 4,016 
10,446 8,836 

59,892 46,421 
"'(2,965) (9,083) 

$(56,927 $ 37,338 

$ 45,631 $ 39,741 
(905) (103) 

' 44,726 39,638 

.112,304. 108,103 
·~ 

31,374 '28,747 

143,678 136,850 

37,513 33,345 
63,283 67,646 
34,455 28,605 

·82,1,39 . 87,959 
' 

$405,794 "$394,043 

0 

n 

: ,,~ 

? 

(• 

0 

0 



-- n: ~ -·- . 

., 
' 

c {• 
c 

. " " II l) .:~· 

;~·-: . c 

,, .. • ..•.. Year Ended Novernbe~, 30 
J.\..... . . ~c • " . c.~J982 1981 @ · 1980 

.1:>.·1·· 

---·' ' 

$ J,67.7 
c2,329 
. 2 •. 379 
3,203 

. 1,235 
3.828. 

·. $s'12,l48 S611,331 s579,680 · 
.·s~;s8s · 57,337 63,390 
O:i,ozs}' ·. · . ,J1.2,252~ • 1.ro.672> 

$600;@8 . $656,386. $632,398, 

• . -_Ii 

. ·<:!: 

ii>.·_ .. ·.. w 
·o \· 

~~~:~,-~_;_~~:~:__~::~ \~· '·.:L·t:L~.'.:-:·.'-~~~~:~~~~~:.~ .. ~~-:~~~ .. :-. __ ~ .. ~-~.~~;_,._~~~,;,:.i 



Noteslc) Consolidated Financial Statement8 ·• 
· (DOUa(S in tho~sands except per share data) 

" 

•1'·· 
·"·. 

· :: ,_. ·_/r . -,,- ·-·: " . . . _ -· .· . !Ji 

2. R~Vllhies . , t.~1gn1ftciintACclluntinlf Policies .. ~~ 
. . . . · Recltissification; ~. In 1982, the~olllpany !ldopt~ the cash 

... · .. ·· fl?~·.c?pcept ()f. tlie.·S\atl!Iilent of,Chang;SJ~. Financicil 

--· ' ,. - __ .· ·- -- \!i' ' . 

Receivables at November 30; 1982and1981 consisted of the 
· following: . · 

. f'Os1,1i;in, Tile 198},and 1980 Statell)en~ have heel! re: •. 
. dassifi¥ to.con!Oiinwlththis concept: .. ·. .. • ; · .•.. ··.·· .•.• . . · '!lade receivables, .less altow~'ce 

. . .... Piina. 11.les.'.•·.o. r .. o. o. ~~o .. l.ldati···.on. "· Tl! ... '. e .. corisofo:i.a1ec1.·· fi.1.nancicil · · 10
• doubtful ·=~01• .·· . · • · · . . · · . · · · . . P!l82-$5;871; 1981-$5,551); .......... .. 

statements i.ncludeth~ac~ouilts !'>fall doJTlesticaildforeign lristallinenl receivables, less. . Q 

1982 198!. 

. $54,490 . $57,292 

sullSidiaries, except for the finance and insurance subsidi- alloWance !Or doubtful accounts 
,, arles and j()intventuresiri .,.,.hichbwnershlp is5Q% or less, O!ll!2-S5,772; t98t ,-S6,005) .••.... ,.. . . . 13,679 16,861 ' 

wliichare tamed on the equify basis;;IDtercQmpany bcil- Otherret:eiVables, net ....... ··" .......... • '\ s~:!~ 
0 

s~:: 
, . aiices and tr3nsactiolis are elim,inatetl'in conSQliclation. . . • v 

Short-Term investri\ehts .~ ShorHerm l'rivestments, prln~ · Iri accordance with industry practi~e. total installment 
clpally co111me~i:iaI i:>apef!lnd governmeritsecurities, are receivables are included iri cun:ent ass~ts. The portions of 

~ . '.· carried at ci>st,:whkh approximates market vcilue. \\ ~.µch accounts due alter one year from~~;,he bcilance she.et" 
·. ' inst(JlimentS<lles - Profits Oil instalinlbnt sales are creel~ . date a'!lounted to $5, 080 and $6, 452 at November 30, 1982 

. 
0 

. ited tQ income at the liinebf sa!e.<Monihly finance charges arid 19"81, respectively. 
levied on domestic instcillinent accounts are ci'edited to 
inoome over the lives of the contracts, after dedui:ting a 

.· . prcivlsiori for estimated tincollectible clial"ges. 
ln/JentoJfes ~ lnyentories ares!ated at the lower of<:ost or 
marke.t CoSt has been deterinlned on a Jasf'iil. first.,Out 

. , (LIFO)basis for approxilllaiely 79% and 84% of totcil 
i~ventories in 1982 andJ981, respectlvelY. CQSt for the. 

, rem~ning inventory has been d~iermiried on a first-in, 

I
' · fiPro1rs~~(Fl[,O)tb~isd: .·· . .,, .. · .. ' .. • "t. ·, .. ·p··· .. ·. ·.rt· . I '·t··· · .. d. 
, ··. };·-.'. ._,. .,. '.(ln an , .,qu,1~(!1en ::-.. rope y, ,,r ~ ~n ·. ·. 
"'=' eqmpment1s stated at cost Deprec1at1on and amortization 

0 
· are.c{)rnput!!d by the stiaight:iine methOcl using esth'!lated 

. . . useful lives of the'.~ts. . . .. . . . '\ . . . . . 
.. - --. - - -- ---- .-'· :-- ' -,_·_ -- _._-_ -, .- . .- __ - - -, - . -/ _ - -_ - ' : 

. EJcceSS. Cost Over Faif Valuf!t df .Assets Acquired -'- The · 

3. lilv'entorles 
Inventories at November 30, 1982 and 1981, consisted of the 
following: 

· ~ ~~ierials, .. ~ .. , .• ~ ~-. '. .... ·-· .. ~·· .... b ..... 
· \\brk 1n-p_rocess ••••••••••••• ~ •.••••• -•• : •••• 

FiniShed gOOds ••••• ; •.•••.••• · •••••.• , ••••• 
0 

1982 . 
$22,919 
3!,tl77 
27,049 

s81;045 

1981 
$26,067 
27,830 

. 25,714 
$79,611 

·' - -~ . . . . ..::;.:: 
ln1980, theCompjiny adopted theJast-in, first-out (LIFO) 

. ; 

. ~c~ C()St ()f lrivl)Stine11ts over.asset'S,acquired is being 
.amortized oh a,:sir.aight-Iine basis, principally over a'"40 . 

_Q year-_pen_od1
:-·_ .. _-::_::~:'._~~~iZ: __ :_:_· -_ -_:_,: ,.::- ___ --=:- -_,_;··'.·-__ -- __ -_- ~ .. _ 

11
-_ -___ · -

·.1?~~;,ie.f.~~::·0Qe~.·1.ruces.o.n.i~i:6irte at~Pfoyid~ .. for 

methooAffoventocy vciluation for severcil operatiRg units 
that had previously been rep<irted under the first-in, first
out (FIFO) vciluati<>n !lletliC>CI. This change resulted in a 
$1,385 feduction Ofl980 netincomeor19 cents per share . 
The Company believes that the use of the LIFO inethoo 
· reduces the effeet <>I inflationary cost increases iri invento-

0 

ry and t\}µs r~ults in,,a better m~tchipg of. costs against " · 
current Sciles. The. totcil impact of. LIFO on net income a.nd 

-· ' - ' - .·-· . ~ 
l!mmg. differences. between finlll)l:•cil and tax·. reporting; 

... a,risjng prilllaril}' from acceleratiid depreciatiori; .• infome .. 

. recogni.zed fro ht insirulinellt <,accounts recei$able,, pur
chased tax benefits, ~nd !ltcrued 'expenses nofcutrently • tax deductible. · · · • ·.' · · v . · ... · · ·· ·. . · · 

•. ' )~vestment tax credits are applied. to reduce the pfovi'; 
..... ·· Si(Jti f()rfederal incollle taxes in ilie ye11r the credits arise. 
· · ·. • · faensions.-'- Ailnuai . pension costs charged t1>. incotrie in

. ,cltide actuarially°estiritated. curr~nt service, costs ~d provi
csi!)ns f()r \jripmvided, or o.vei'J>rQvlded acttlaficilllabilities, . 

. . ~hich are ainortiZedOv~\ ~ri~ of fifteen to. forty years. 
· Thl!·chmpanys general p(\)icy is

1 
to fund the minimum 

· amount required 1,1ridef ERISA'. · 

• net income ~r share is presented in the following table. 

. GiQss UFO eifect · 
11 Am0unt..; : •...... , ...... 
... Per share:'., .. ," .. ,.: •... 
- Less incie~-ln.nft_ incoine related_ 

to i_riVeniorY JfQuMatlonSof 
UFO quaniiiies ati<i cosis · 

'Atndurit·:.· ··•'" ~--~:. _ •.• • .•.•.. 
Pershare •••.•.••••. , ..... / 

Increase (dectease) hi riet incoln~ 
·Amoi.lnt.,; ~- •• ?; .·.-.; , .. .' ... ; .. 

0 

Pel share •.. , •••. , .. ' .••• ;: .• 

&,.·,. 

Year Ended November 30 

$ ' 1,454 .. $ (l,436) $ (73) 
.22\ (.20) {.OJ) 

J.285. " ~680 2,i73 
.19 . .09 ~ 

$. 169 $ 12.li6) $ 12:2"6) 

"s .03 $ . 1.29) $ {.30) 
., 

'(}, 
.,, ' 

" 
0 

(/, , 

~ 

~w 



.. •/ ( 
' 'X> 

0 

If FIFO costs had been used for inventories presently 
• . • ' ' • .. ' • '. -' . !) 

valued usmg the,UFO method, mventones wouldbave 
been $27 ,023 and$27,354 higher than re parted at Novem· 
ber 30, 1982 and 1981, w.spectively. ' · 
.· -, .-.-_-. __ >"-~::=~.--',. - - ·--· _- ·:-' :'[) .-. ,, .. 
4, lnftlltmellts ln·andAdvBD.ces to Unconsolidated 
.subeldiarlea and®mt\ea~ " 
:· -- - - - _.-. -_ - - -_. - -_ , . - - - . N 

'111e inve5tments in ancl advances to wholly-owned uncoli· 
solidated subsidiari~ and jlljnt ventures in whicll:owner, 
ship is ~0% or less are carried on the equity basis and at' 
November30, 1982and1981, were as follows: o 

() f"maOCesubsidiaries. ~ ........ _ •. _.- ......... . 
1982 

$44,516 
12,126 

1981 
$30,614 
10,233 c . \\brld BOok Uie lrisurance ....•• ; ••••••••••. 

-- ,,_. .IOini vefitu,~ .. ~ ...............•......... _ill 
$56,883 

~·· 
$40.702 

',.,-,' 

_cy_ 

The consolidated balance sheet included net amountS ·· 
receivable from unconsolidated subsidiaries of $3,314 and 
$2,118 at November 30, 1982 and 1981, respectively. 

II) 1982, the Company advance9 $9;107 and established 
. '. ··. ' ,'' .. ·~· .. • '·. . 

a new wholly-owned finance subsidiary, Scott FetZer 
Financial Services Company (SFFS). SFFS ha5 awholly
owned consolidated subsidiary, United Acceptance Lim· 

. ited, which provide5 funds to finance the installment r~ 
ceivables. from custom.ers of tile Kirby Group clistributors 
operating in th~ United Kingdom .. 

World Book Fffiance, Inc. (WBFI) provides funds prin
cipally to finance the domestic installment receivabies of 
\\brld Book, Inc. WBFI has a wholly-owned co~lidated 
subsidiary, United ~etail Finance Company, wfifch. pro-

. vides funds to linan~e the domestic installment receivables 
" . from customers of Kirby Group distribui01~, The Company· 

0 15 obligated under. an operaiing agreemerii lo make availc ,, · 
able. to WBFI amounts stiffiCient so that e;irnings, as de, 
fined, are at least 150 % of fixed cha!'ges, prlmanly interest. 
The amo1,mts ptovidedw~re.$12,102in1982; $7,650 inl981 
and $8,275 in 19Bo. The';;urrent liability for deferred in
come taxes in the consolidated balance sheet includes 
amounts related to installment receivables financed by 
WBFL Summarized financial s\atemenis of WBFI follow. 

\\ 

14 ,, \ 
D 

!I , 

. " 

,, 

A-ta 
· Cash and c;i,ib•equivaletils., •••••...•.•• ; ••• 

Finance ieceivObles, net ol allowance 

-~o~c;:~l=: :: :-: : :_~:'-~::~_-:-·:':::::::::: :· 
Tu1al AssetS ...................... , •••••• 

Llabilltles ud F.qaity 
Aa:oun~ payable and other liabilities ..••. ;.: .• · 
Payables to affiliated company ........... : . . . 
cuirent portion ol lotig-tenn debt ••••••••••••• 
I.Dog.term debt ••••••••••••••••• • ••••••••• 
Scott Fetzer equity •••..•• : ...••••• , ••.•••... 

Toia! Uabililies and F.quity .. , , •••••••.•• 

' 

November30 
1982 1981 

$ 29,855 
- ,,( 

• $ 42;340 

0

10i,078 
c 

89,518 
2,957 ~ 

$133.890 $133.497 

$ 6,961 $ 4,917 
r.697 

· 2;625 2,625 
89,500 92,125 
34,804 ' 32.133 

$133,890 $133,497 

Year Ended November 30 

1982 1981 1980 
Jbtal revenue: ................. . $22,428 .•• $15,139 $11,550 
interest expenS. •..••••.•••••• 
Other expenses .•• , ..••••....• 
lncornetaxeS ...... . _ •. -.......• 

11.022 ' 8,426 07;158 
5,89J " 2,500 813 
2,840 2,149 1,786 

Nel income . .. : .............. ,. $ 2,671, $ 2,064 $.1,793 

s. ~ i>llmtuilEqulpment 
. Property, plant and e<fuipment at NovemSer 30, 1982 and 
i98!, consisted of ihe'1following: · 

d~~d 18nd irllproVementS~ ~ ~ ~ . ~ .......• ~. 
Buildings •.•••.•.••..••.•••••••••.•..•••• 
Maichinery and equipment ...... ; ....••••.••• 
Capitalized leases .•••.•....•••..••••• ,. . ; • · 

1982 
$ 5,199 
,26,738 
99,375 
14,370 

145,682 
63,712 

$ 81-970 

'1981 
$ 4,436 

25,546 
94,862 

-~ 
138,932 

. 56.105 
$ 82,827 

6. Notes Pll~le and LOng-1.erfu Debt ~ 
The Co!Dpally hall borroWini!s of $4,971 and $4,506 at 
November 30, lg82 and

0

l9Sl under bank credit ilnesavail' 
. able under' ccintractual arrangements -iri yanouftoreign 
counttj~. These.~redit lines totalled $1,857 and,$10,498 at 
these dates and. required commitment fees up to J. ~ .% per 

;\ 

annum on the umised portion. . . - . . ., ' 
A stimniary oflong-term debt, at November 30, l982 and' · 

1981, excltidirig the current p0rtion;folloW5: 

9Y.i% Notes, payablein annual lnstallmebiS 
of $2,500beginning1983; due 1998 ..•••..•• 

9~% Notes,due1985, ....•••••••••.... : •.. 
Other long.term debt with interest 

tales from 8 % toll% due In . , . 
installments l~ni 1987 ................... . 

Capitalized leases With interest () 
ratesfrom,,t:I; tQ16%.dueln · 
installmentS lhru 1989 ••••••.•...•..•.•••. ,.,., 

.. , 

1982 

$37,500 
30;000 

lio 816 

" .4,470 
$72,786 

Q 

1981 
.(l <l 
'$40,00o 

30,0oo 

n 
0 

0 {J 871 

6,030 

$~6,901 

D 



<J 

The 9~% and 914 % ·ribte agreements coiltain cove. 
mints regarding increases ln debt, minimum asset~to-debt 
ratios and fue extent to which div~dends may be paid. 
Under the most restrictive of the debt c~venahts, retained 
earnings available for the payment of dividends amounted 
to $44,828 ai November 30; 1982. · · . · · 
· Aggregate maturities of long.term""'debt are $4,559, 
$4,063, $34,008, $3,497, $3,248 for the years ending 

8 .. Stoek Options 
0 

The C\?mpanys 1973 and 1981 Stock Option Plans provide 
for the granting of options to key E!Xecutive employees to 
purchase shares oUhe Company\; common stock at not 
less .than 100% of its fair market value on the date of grant 
Options l'Jsued under the 1981 flan, which was approvedo 
by shareholders in March 1982, and certain .converted 

Ncvember30, 1983 through.1987, respectively.· 0 
o options issu!!(I under the 1973 Plan are intended to qualify 

0 as "lncentlv~ Stock Options""'~ defined in the'\intemal D " 

7. Jeeinea &~) 
The Company, leases certain equipment, offices, ware-
houses <ind piOductioh facilities. ~ 

~evenue ~Code. All outstanding options .are exercisable 
one-fourtn each year commencing one year after date of 
grant and expire 10 years after date of grant. No

0 

charge to 
income,ismade with respect to options granted. 

Q . _ _ o , ·I~ - • ·• 

, Both plans permit the granting of stock appreciall<m 
rights to ORtionees.As of November 30,198.2 no s.•1ch rights 

Lease terms for capitalized facilities and machinery and 
equipment are generally 15 years and 5 to 8 years, res~
~V~f~ !f1e Company has options to purchase ~any of the 
cap1c(iiirul assets and can renew or purchase many I.eased 
~currently classified as operating leases. . · 

had been granted. ·.· • ·· . . , 
. ·· . Changes ih options outstanding under these Plans dut' 
. ing the years 1980, 1981and1982 follow. 

Capitai leases, Which are accounted for.and aihortized as 
0 

Company-owned assets. at Nov~rriber 30, fJ2 and 1~81, 
1173 

CTIV'll Ol"l10N PLAN 
were as follows: · · . 0 ~ • ......,, 

· · · e 4 rJovember 30.1979 .•••.•.••••• 
---..---~----,,..---· 1=982=·--.-~198=1.,.. Granted •.•••••• : •••••••••••• 

. Land and lahd improvemen!S ........ ,,. ••• ·• , • s 333 s. 333 · ':?Exercised "" .•.•••..••••.•••• 
60 Buildings ••••••••••••••••••••• ,.......... 9,517 

9 
9,5qo, 0

"' Cancelled ••••••..••••••••••• 
Machineiy and equipment •..•.••. , • . . • . • • • • . 4,520 •. 0 4,255 

0 
November 30, 1980 ••••.•••• , .. . 

14,370 14,088 Granted .• • .• ' •••••• ; ........ . 
Act11mulated amortization • • • • • • • . • • • • • . • • • • _8.fil!. 7.622 Cancelled •••••• ; •••••••.••.. • • 

. . $ 5,699 $ 6.466 November 30, 1981.. • ti • ..••.. 
. " 07: . . •. = (]ranted .••••••••••••••••• :~.' 

Future minimum lease p11yment5 Ullde~ noricancelable Exercised ••••••••••••••••••• 
capital and operatii;ig leases are: ~ 

0 0 0 . o eance11.d • • • • · • • • • • • • · • • ., • · 
Capital!zfil Operating November 30, 1982 ........... . Year Ending 

November30 !.eos<s• . Leases 11111sroclC OPTION PIAN 
.$"2,473 .. 0$. 6,~i3 November 30, 1980 .•..•.•.••.• 

1.iio1 s,199 Granted •••••.•••••• : ...... .. 

Option Price 
Shares oi~"" 

220,875 105/8-267/8 
105,900 23118-231/4 

~ (25,900) 10 5/8-13 718 
@9.000) 13 7 /8-26 718 

271.875 23118-26 7/8 
7,2\)0 28 

!14.300! .· . 23 1/8-26 718 
264,865 231/8-26' 

18,700 33,-35 I /2 
(1,000) 23 1/8-23 1/4 

~3.375) . .. ~3 118-26 112 

259,100 23 1/8-35 1/2 
Q, 

.(). 

68.060 .28 
1983 • .,' •••••.•••.• :· ••••• ••• : ••.• : •••• v 
1984 ••.••••••••••.•••.•• : •••• • ..•••.••...• 
1985 .•••••.••.•. : •• : •••••.•. : ••••••••••• 
1986 . ................. ,' ...... ~'-~ ......... ,j •• 

.1.622 4,555 
. 1,Q18 . 2,621 

November 30; i98i. . . . . . . . . . . . 0 68,060 28 
Granted. ; •.•••• ., ••••.••••.• : : 63,650 33,-35 112 

:~~:::: ::: ::: : : : : : :: : : : ;: :.;::::::: 
::·!;,;~_iriin_i~~ril.lease paytrien~ ..... -...•. ·~ ... 
· lAs nUniin.uin sublease rents: .•..•....•..... 

Net minimUm_leaSe Pa:Ynierits •. 'l ••••. ~. ~- .••••• 
Less: . ,, . 

e AmOunt ~tlng estimated . " - v . 
execu. torycosts ..... 1 ••• ~ ••. • ••• ·-· • • • ·1•;·.· • 

Amoun . -' ~. . t representtngmterest ...•••••.•••.•.• 

685 1.&:l 
513 3,948 .. 0 

8,112 24,518 
455 443 

(;:> 7,657 $24.075 

··ss 
1,679 

CancellOd .•••••.• , .. • • . • • • • • @.650) 28 
Novembei30, 1982............ 129.060_ 28-351/2 

At Novemb!!r 30, 1982, 1~81, and 19J:,options exeri:isa
ble under the 1973 Stock Option Phm were 171,581, 139,264 
and 79,869 respectively, and 5).3,213, 514,213, and 514,213 
shares were re5erved for issuance. Shares available for 
fliture grants under the 1973 Plan.at the end of each' ofihe 

Prcs<.it valueolminumum lease three yei1r5 ~ere 254,023, 249,3~ and 242,338, . . · .. 
· =~~~t';!, 5J,;~ ~-.............. .s 5•880 

1
' Options. ei<ercisable under th~981 Stock Option Plan as 

, ffa of November 30, 1982 an.d 1981 were 16,353 and none, · 

" 

" 

0 

!/ 

Net rellt expensE! fdr honcallcelable operating lea5es for respe~tively. SharesavaHab.le for future grants were D 
the years ende9 Novetiiber 30, 1982, 1981, ;,and 1980 370,940 and 431,940 at the end of each of the two Yeill'S ';{ 
amotinied to $6,114; $6,637; and $6,855, respectively, with 500,0!19 ~l:iare5 reserved for issu;mce. ~ 

is 
' ... . ~l 

\) ci 

. . - . 
;:._4,_,,.,.,':;~'> .. -~;_.,,.,.;.-:_. ;,~"'(._') o ~. •O-• ...... -.·, 
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0 
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" 

0 

0 
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9. Pension and Retirement Plarui 
' The Company has various pension, profit'sharing and 

thrift plans, mostly non-contributory, covering substan
'~ially all of its en1ployees. It also has accrued .deferred 
compensatiOn, non~ of which has been funded, pur5uant 
to agl;eelnents with certain officers and other senior man-
llgj!ment employees. o o 

Total pension eitpense for the year5 ended November · · 
30, 1982, 1981, and 1980 was,$7,467, $6,587 and $7,363, 
respectively. During 1982, the Company changed certain 
actuaJial assumptions used for pension expense determin
ation and funding purposes to more closely approximate 
actual experience of the plans. These changes primarily 
consisted of increases in the; as5umed rate of return, pro
jected salary scales and fut~'fe Social Security benefits. The 
decrea5e in pension cost in 1981 was due principalty to an 
increase in the assumed rate of return on plan assets. 

A ~compari~n~ ofcaccumulated plan benefits and net 
assets for the domestic. defined benefit plans as of the most 
recent valuation dates, principally December 1, 1981 and 
1980, is as follo~s: 

Actuarial present value of 
accumulated plan benefits: 
::;Vested ••••••.•••••••••••••••••••..•••• 

Ncn·vesled ••••••••••••••• , ••••••••••.•• 
Total value ••.••••••••••••••••••••••.• 

Net assets, at market.value, available for benefits. 

1982 1981 

$19.596;> 
3.710 

$23.306 

$32.976 

$19,947 
2,871 

$22.818,~. 

$30,345 

0

1) The rate of return Used in determining the actuarihl 
present value of accumulated plan benefits was 7~% for 
both years. 

The Company has a .limited number of employees wh~ 
participate in noncompany sponsored multi-emp!Oyer 
plans. 

IO. Income 18xes 
The provisions for income taxes were as follows: 

0 Year Ended November 30 

1982 1981 -r: '1980 -Current: 
Federal •.••• '" ........... . $14,910 $19,798° si4,I!J9 
Stale and focal •••••••••••••• 2,986 3,984 2,343 
Foreign., ................ . ~ 2,190 ___rrw 

18,531 25,972 15,74S --,, 
0 Deferred: -

(3,241) Current •••..•••..••. t;;'I ••••• 
Noncvrrent . .... , ......•... 

0 

(2,848) 
S,S37 

2.489 
$21.020 

" 

,; 
0 

D 

788 
l.100 1,768 

. 1.688 0 . (1,476) 

$27.860 $14.269 

Cl 
0 

0 

The deferred income tax provisions resulted from the 
follqwing: 

0 

.-Year Ended November 30 
1982 1981 1980 

Accelerated depreciation ••••••• $ 709 S !,OSI $ 1.892 
Expenses deductible for lax .. {') 

.purpose; when paid., "0; • ., • ' · (845) (1,366) (4.4~) 
Tuxes defeiled on installmenl 

sales ..................... (2,346). 
,, 

2,078 3M 
Purchased tax benefits .• , •••••• 4,526 
State and local income/franchise c 

tax timing differfnces .. ~ ..... 445 J!it) ~ 338 
Other. net •••••..••• ,_ •••••..• _@ 383 

0 ' $ 2.489 S 1.888 $(1.476) 

The effective income tax rate is reconciled to the statu-
tory federal in,come tax r~te as f9il9w~:· ., a 

Year Ended November 30 
1982 1981 1980 

Statuiory federal tax rate •••••••• 46.0% 46.0%" 46.0% 
State and local income taxes net of 

federal income tax benefit •••• 3.3 3.8 3.3' 
Investment tax credit and ~ 

0 
research &development credit ' (2.5) (1.5) (3.4) 

DISC income not taxed ••••••••• (1.0) (1.7) (1.6)' 
Foreign operations t~_ effect .·~ .. lB> 2.8 (1.2) 
\\lifthless stock deduttlons -

foreign operations. .......... ' (5.1) 0 
....ML Other, net ................... __l:fil_ __ .2_ 

43.7% 48.9% 38.2% 

During 1982, the Company entered into safe ha!'bor 
leasing agreements involving proper1Y with a cost basis of 
$26, 781. The $7,893 paid as consideration for the proper1Y 
has been included in Other Assets and is being amortized 
over the period during which the. corresponding tax bene: 
fits are to be realized. These transactions have had no effe1;t 
on net income in 1982 and will not have a material effect oil 
net income in any future period. Wfiile nOt reducing the 
provision for income taxes, cun:ent tax payments have 
been reduced by the $4,526 in tax benefits. realized from 
these transactions. 0 

IL DllpOea1 of Operatlona 
Effective December 1, 1981, the Company,el\tered into an 
agreement to dispo5e of es..c;entially. all of its '\\brld Book, 
Inc. operations in Japan. · · ' 

During 1981and1980, lhe Company charged operations 
for $4,000 and $6,000, respectively, to cover anticipated 
co5ts relating to this disposal and other aspects of '\\brld · 
Book~ i11ternational operations. These charges priniarlly 
represent estimated future l0sses on the rtialization of net 
asset vatues. · · 
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·iz. Bllalnee1 Segment Information 
Information with respect to the Company's. busines5 seg
ments is contained on page5 11 and 12 or this report. 

Segment data for 1980 has been restated to reflect the 
realignment of operatirigunits initiated in l98L Addi· 
tionally, certain financial data of unconsolidated finance 

. subsidiaries and joint ventures have been included with 
the segments with which they are vertically integrated. • 
· \\brld Book Finance, Inc. (WBFI) is a wholly-owned 
unconsolidated domestic subsidiary of \\brld-Book, Inc. 
(WBI). WBFI has a wholly-owned dOll\E!§tic fOnsolidated 

. subsidiary, United Retail Finance !;ompany (URFC), which 
was organized in 1980. URFC is vertically integrated with 
·the operations of the Cleaning Systems & Household Prod-
ucts segment. " 

Scott Fetzer Financial Services Company (SFFS} is a 
wholly-owned unconsolidated domestic subsidiary or the 
C<imi:iany. SFFS has a wholly-owned foreign consolidated 
subsidiary, United Acceptance Limited (UAL), which was 
organized in 1982. UAL is vertically ;ntegrated with the 
operations of the Cleaning Systems & Household Products 
segment. 

Wiii has. a whoily-owned unconsolidated foreign finance 
subsidiary i!lld also maintains two domestfo joint ventures 
on the equity basis. These .entities and WBFI, excluding 
URFC, are vertically integrated with the Education & Infor
mation Systems segment. 

•lntersegment and interarea sales ate accounted for at 
prices which generally approximate fair market value. 
Operating earnings are total revenue less operating ex· 
penses, excluding interest, ·general corporate expenses, 
and earnings of the unconsolidated life insurance 
subsidiary. ~ 

13. Contingent LlabWtles 
The Company is a defendant in several lawsuits and other 
claims which, in the opinion of management;' will not have 
a material effect on the consolidated financial position and 
consolidated results ofoperations. 

0 

.· .. il 

\) 

0 
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14. Quarterly Information (Unaudited) Q 

1982 Fiscal Year b~ guarler 
First Second Third Fourth 

Net sales and 
other revenue . .•....• 5142,801 5172,010 $143,505 $141,692 

Gross p!tlfit ............ 61,825 78,164 . 66,285 65,835 
Net income. ~ . -. ...... , . 5,375 8,895 6,i80 6,042 
F.amings pei' share •••••• .79 e ).:i2 1.02 .91 

'1981 Fiscal Year !!l: guarter 
First Second· Third Fourth 

Net sales and 
0 other revenue, .•....• $153,639 5175,581 $163,687 $163,479 
Gross profit ............ 68,870 74,424 67,596 78,805 
Nerini:ome~······-····· 5,548 9;068 8,052 6,399 
Earnings per share •••••• .75 1.23 ;o l,~09 .94 

._ .... 
15. lmpactof Innatlon on the BualneSI (Unaudited) 
The Company's financial statements are prepared on a 
historical cost basis. This basis does not account for the 
effeets of inllation, either general or specific, on the results 
of operations or changes in financial position~The follow
ing supplemental financial i!iformation has beell prepared 
in accordance with the experimental techniques of Sta@ 
ment No~ 33 issued by The Financial Accounting Stand- ' 
ards Board. This statementrn<1Uires computation ofcertain 

v supplemeJllary informatioil' utilizing two methods, con
stant dollar and current cost. 

Both of these 11.1ethods inherently involve the u~ of 
assumptions, estiAfates and subjective judgments and 
should not.be viewed as precise indi~to!s of the effects of 
inflation on the Company. 

" .. The constant dollaf'method was computed by adjusting 
historical 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 invent~ries was 
based on the 'first-in, first4>ut assumption as to inventory 
usage. The. current cast of property, plant and equipment 
was determined by application of the, Engineering News. 
Record Index :ror buildings and selected Prbducer Price 
Indices for other fixed assets. The CCl1J1pany's use of the 
last-in, first-out method of inventory valuation for most 
locations rµinimized the. adjustment to cost of sales under 
the current cost method. Depreciation appliCllble to both 
methods was COll\Puted with the same asset lives an.d in 
the same ipanner as used in the primary statements. 

Since inflation adjustments are not deductible for tax 
purposes, no adjustment was made to incomf,! tax expense=!W 
resulting in an effective tax rate of 57 .5 % for i:onst{int dollat~1:;,; 

0 basis net income and 55.2 96 for current cost 'basis llet " 
income, compared with 43. 7 ~ in the primary statements. 

D ~-
C) 

0 

D 
n. 

\) 

o. 

0 

0 ' 

17 . 



0 

0 

0 0 

0 

0 

" u, . . . . . . . 0 . ·. Ii · . . .. 
~·swnaeat~liicoaaeAd,lla.ledtorb.nihi& ~(Unaudited) 
FortheyearendedNovember30,1982 . 

0 
o As!l.ported " 

(Dollm in lhoosailds except~shareda!a} , !nl'rinWy 
a ~-
Net!iletinddber~ ............ ~ ..... : ..... ·-·(;;-"~ ...... ..--~ ':": .......... ·i-~··~,;·-· •.... 
Costof fJiodsdd .. ltf, •• ~ •• ~ .-~ ...... _ ................ ·- •.• ........... \ •••• ·.,, ~. -••••• -~ •. ~ ••• ·~ .. 

Gro&s profit . 0 >I . -' _,,,· -··· -:0..·~,.···-·····:-···-···-·····_·_·-···············~~·::a··._,_ ... _._ .. ::;-···:,••••t•••• 
Stl!1118; ~lnd~"'l"ll"'S •.••• ' .............. "' ....... '." ....•.... 

~lnco.tie ~ ... :;):-... ~ ~: .. -._.,. ... ···,~ .. _ .. ~.·~ ;' ... ~ .... -...... -... ~- ............ ., .. . 
Otll<l'inc:ome(deductions): 0 0 • . .. 

~~-arld.otherinC:orne. get ..........•...... ~,· ... _ ...... -.· ............ ; .......... ; .... ·.·. -0. 

tntereStexpense •• i.:. ~ ........... : ; ••••• -•••••••• '. ;'o •••• ~ " ••••• "' ~ .••. ~ ..... ,,:. ~ ._..-' •• ~-." 
Owgeslonerv~ of~ subsidiary: , •••..•.•• i,, .... ·'. • , . , •....• , ....... .-
lncomef11J1R unc:onsolk!Oied subsidluienlldjo!nl ventures.,.;., •.••..••... ;, .•....• '· 

. - , , G, -

~btfoce. lnalcfte.~ .......................... ". ,_ ... -. ...... -~ .......... o .... •••••••••.•• 
-~~· •• -· ••• -••••• "'. ~ .... -...... · ••• •1'• ••• •• .- •.•• ·.~ -~--~ .• ~ •••• .: •••••• -. ........... -. 

. .:._. .• \l . . Q . op 
rte: lnc:x>rnt . •• "tr'·-· ••• • .••••••• ,_ •• _ •••• , ................. '• •••• ·-;, • ~ ,t;:. •• -. ··~-· ...... •.• •••.•• -. . - . - . - a . ~ 

::..:::e~~:;,:: :~ :: :::::: :: : : : : : :: :: : : ::::~: ::.:;::::: :.: : :::: :: : : :: 0 

. "$600,008 
0 327;899 

272,109 
2\9~916 

" 52.193 
0 ,, • .• 

" lll.975' 
(9,644) 

(12:102) 
.. 6,690 

48.112 
. 21.020, 
• 27,092 
· 'lo455 
--""-""" 
......:.Ml! 

0 

' 

0 

Adjusledlw 
Geneial !nftllion 

. (Comtant Dollar) 
c,~ 

$000,008 
337.761 
262.247 
22t,6ill 
_40.~' 

0 

J0,97S 
.\9,6441 

(12.102) 
6.tiSo 

i1;j6,558 ,, 

Q 
. 21,020 D 

il5.S31l 
'Ii 
~ 
_!g '>) 

$ .i.322 

{) 

Qi' 

$600,008:. 

"" 336~ /i) 
263,s.53 

' 221,fi6.'I• D 

42,190·' 

10,975. 
(9,644} 

(12,102) 
.6,690 
38;109 
21,020 

!.:ill!!!l!.' . 
'i6,0sl 

2.55 
S5.2\ll · 

• 155,3cl1 

~ 
. 11.538 

~ 10,373 

~ 

1981 . 'iSllO 1979 1978 
>terSalesaiilc:tbd~. ;: .Q~ : .... •. .-: .- ~:;, •· ............ ~ ._: •••• -••• ~- •• ,.~:; •• ;,'D-

o ~tdQUari~: · _ ·' 11 . - · • •• .
11 

• 

(_I() C Netsale$andci..'ler~1Je. •• .,.::.,, ~~~. • • .,,., • •• .~~ •• • •~•·"'~"""'' }', •·Y• 

o Netiocorne. ·-• .. a· .... :~,.:~.·~-.• ,~.~.~··•· ••. ····•._ .. ·"'·••··· ..... ····-~ ... :.~ 
~ inc:orntptrahafe.. • • ~ • ;;_r~ • • ..... <:!<." "' .~ .• • • • • • • • • ~ • ~ • .-. • • ,., ,' .-. • ~ • .·._._ 

Neta:s:w:tsiil.yeai-elid ., .. ~··~ .... ~ ...... -. ..... .,. ........ ~ .....••.... •" .. .. 
I) - ' ' ., 

'Olrrent-illlormlllo!>! - ·;. " . . q 0 ' 

<;J .Net~ ... '\!. ·····~·t;o ............ · .•.•. : ............... , •.......... ;. 
" '~~~ .. ~.~·····•'"'""'"J~:~····· .. ·•················ 

-''i· ,, ·~~ 1~ .• .., ...... ,. ••••••••••• -!S·.;··----·-...................... f • 

. Eiooestolmci.....inCW11"1taJtlt . . . 
~ ;:," • - · •· z:...a_.: __ -· ·'' 

, ':f tN'tf l~ 1n general UPJill.MI, ,-: • .. , , , , , • , •, • , • , •. • ,, •, • ,.. , , , •" • .• ,._ • 

00...inlonnatiori: 
-Gain r~dedlne in puithaslngpow.r 

olnet_atnoUnts.a.witd ••••.•.. -. ...•...•.••..•..... ' .................... -..... '-
0..\1 dividends per share- . 0 

As~ ..... ······ ·····-·······--·········n···· .......... ' ..... -~ ..... . 
",, Aveaget982doUari •••••••••... ••••• _, •••••• ~ .............. ·,,. ............ · ... _.. 
1: 0 

CommoriWlemamtpmat~-. . . 
~.;............, . .. . . . . ' ,, . 
\~,~-·-· ................. ··.····-· .-... .,".._ .... ,..,..,., ..... ~ ... ,_., ...... •.•.• ..... -, 

AYefll! 1!)82dolJMs, .•• -.,., •.. , .•... • ••. ··•, ••. o, ~" ..... .._.-,. ••. ,., , • ; , ; • 
·- ·_ - ' .1 

" ......_ ____ ...,_ ·-~ . . ' 0 
n.veflle~l3Uluc:rr1a;e~~'•-.•-,.._.._ ..................... , ... ~····•··~···•·• _ · 

,., 
,,,,:'."-. 

~~··· 

600.008 
15,538 

2.32 
258,021 

. lt.069 
. 2.SS" -

: 2$,307 

655 

1,:122 

l.ilo 
1.80 

34.12 
33.41 
288.3 

., 

0 

6\!'il.519 . 715,992' 
1&,747 !l.40l 

. ..;µt. \.27 
24$;701 236,698 

20.001 \\,9l4 
2.80 UI 

24t.06l!n 232,949· 

(4,389) 
" 

(4,178) 

2,\40 
Q 

-:,3.742, 

i.80 1.80 
1.112 2.i2 

2825 23.~ 
29.GI 26.44 
270.5 :144.4 

' 

> 

0 

0 

0 

0 

1.7!} 
2-2&' 

22.75 
28.83 
215.2 

$478,222 -

710,6" 
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Directors 

ROBERf W. BJORK 
Managing Director of 
Stuyvesant capital Management Corp., 
Investment advisory firm 

CompenS<!tion Committee; Planning 
and Organization Committee; 
Nominating Committee, chairman 

J. F. .BRADLEY 
Exeeutive Vice President -
Administration and Finance 

r1 

GARY A. CHILDRESS 
President and 
Chief Operating Officer 

Planning and Organization Committee; 
Executive Committee 

STEPHEN H. FULLER, Ph.D. 
Professor. Harvard• Business School 

Audit,,Committee;o 
"Compensation Committee; 
Planning and Organization Committee 

JAMES A. HUGHES 0 

Chairman, First Union P,eal Estate . .. 
Investments, Real· estaleinvestment tr·ust 

Nominating Committee; · · 
Compensatim1.Committee, chairman; 
Planning and Organization Committee; 
Investment and Pension Committee 
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LAWRENCE C. JONES 
Chairman and President, c 

Van Dorn Company 
Manufacturer of special purpose 
containers, plastic injection molding 
machinery, and heat treating of steel 

Audit Committee; 
Investment and Pension Committee, 
chairman; 
Planning and Organization Committee 

WALTER A. RAJKI 
Senior Vice President 

Investment and Pension Committee; 
Executive Committee 

RALPH SCHEY 
Chairman and 
Chief Executive Officer o 

Executive Committee, chai!t;"1an; 
Nominating Committee; 

~ 

Investment and Pension Committee; 
Plar:min!l.and Organization Committee, 
chauma\1 · , c 

" 
ROBERf L. SWIGGETI 
Chairman and Chief Executive Officer, 
Kollmorgen Corporation 
Manufacturer of printed circuits, direct 
current motors and control systems, 
ccilor and. photometry instruments and 
electro-0ptical systems ' 

Investment and Pension Committee; 
Audit CommitteE!, chairman; · 
Planning and Organization Committee 

0 

JJ 

0 

jg 



' 
c 

Corpor:ate Management " Corporate Information 
?~' :~·" 0 .·,·~~; :'.' r'.'.:p ~ 

0 0 0 

0 
._:;. 

~ 

I·:!;; 

~o 
') 

-,':::;::, 
, ,- ... -

~-

··~ 
c ' 

RALPH SCHEY 0 
KENNETH D. HUGHES Corporate omce .+. ' " 

.Chairman and Vice President arid 'iteasurer 146QQ Detroit Avenue 
Chief Executive Officer 

G Lakewood, Ohio 44107 

IDBERlli(,:. WEBER 
Telephone: 216/228-6200 

GARY A. CHILDRF.$ Vice President, . 
Telexf·~.to I 421-8128 

"'\1 

President and General Counsel, and Sec.<etary AnlltJll! Meeting 

r Chief Operating Officer c 
i;, The annual meeting of shareholders 

"' 
oO b THEODORE C'. BU$ " 

will be held on Tuesday, March 22, 
' 

~ 
J. F. BRADLEY Assistant 'll'easurer 1983, at 10:30 a.m. at the 

"_71 

Executive Vice President- Westlake Holiday Inn, 
Administration and Finance RICHARDE.HERfHNECK 

1100 Crocker Road, 

" Westlake, Ohio 44145. 

" WALTF.FiA. RAIKI 
Assistant Secretary 

~~ and Associate Counsel Form to.K Report . 
Senior Vice President B" " Copies of Scott Fetzer's Form 10.K 

KENNETH A. HOOK \\. c ,report, flied with the Securities and 
D JOHN·BEBBINGTON Assistant Secretary ' " Exchange Commission, are available 

<'.' ,without chargP. uplln written request to 
Senior Vice President _if! and Associate Counsel '" )__, Robert C. Weber, Secretary of the 

" 0 

0 •· 
.Company. 

KEARNEY K. KIER' CORRINE E. )IBYNOLDS· Z'I'' 

Group Vice President "'" 
Assistant Secretary 'lhw8ler Agent and Registrar 
&nd Associate Counsel Arneriliust Company 

KENNETH J. SEMEISBERGER "o ~ 
P. o. Bqi.t6fG .. 

Group Vice President " Clevelafl'il,·ohio .44101 
; . " ~ .· 

~ Common Stock 
setiit Fetzer common shares 
are traded on .the, New York 
Stock Excha11ge, the Midwest Stock 
Exchange, and the Pacific Stock 
Exchange. The ticker symbol for 
the shares is SFZ . 
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Operating Units n .-;-P 

I~ 

\ 
0 

~ 

"' 
Adalet Division Klevac Division "') 

4801 Wesft50th Street 2021 Mi~y:Drive " 
Cleveland, Ohio 44135 '!Winsoifqj; Ohio 44087 
216/267-9000 216/ 425-3371 

•" - -
American Uncoln Divisim1 , Northland Division 
1100 Haskins Road 96S Bradley Street 
J:!owling Green, Ohio 43402 Wdtertown, New York 13601 

,0 419/352-7511 3151782'.2350 

0 Campbell Hausfeld, Division Powerwinch/Jason/Quikut!MedCare Division 

" 
, 100 Production Drive 217 Long Hill Cross R!lad 

0 Hamson, Ohio 45030 Shelton, Connecticut Oti484 
0 

" 513/367-4811 203/929-5371 

~' Carefree of Colorado Division Stahl,Division c 
;::;.-.r " 2760 Industrial Lane I . 

'0 
3201 West Uncoln Way 

Broomfield, Colorado 80020 \\boster, Ohio 44691 

t3 303/ 469-3324 216/264-7441 c; 

Douglas Division Valley Industries Qjvision 
141 Railroad Street 1313 South Stockton Street 
Bronson, Michigan 49028 Lodi, California 95240 
517 /369-2315 209/368-8881 

France Division Wdyne Home Equipment Division 
726 Fairview Boulevard, West 801 Glasgow Avenue 
Fairview, Tennessee 37062 Fort Wayne, Indiana 46803 

/ 6151799-0551 219/ 426-4000 

Halex Division Western Enter'i>rises Division 
23901 Aurora Road "' 

.. 33672 Pin Oak Parkway ,, . ._, 
Bedford Heights, Ohio ~4146 Avon Lake, Ohio 44012 
2161439-1616 216/933-2171 

./ Kirby Group \\brld llook, Inc. (a subsidiary) 
1920West114th Street Merchandise Mart Plaza 

0 Cleveland, Ohio 44102 Chicago, Illinois 60654 
0 216/228-2400 312/245-3456 
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Exhibit 22 
0 

There are oo parents of the Conpany. Its principal subsidiaries are as'' 
follows: a 

,, 

Subsidiaries of 
Scott & Fetzer 

A. The Kirby Sales 
c.onpany, Inc. ~ 

A. Melben Products 
Co., Inc. 

A. SFZ International, 
Inc. ,, 0 

0 

A. SCOtt & Fetzer 
, (Canada) Ltd. 

A. 'Die Scott & 
Fetzer 
International 
Conpany 0::1 

A. w:>rld Book, Inc. 

A. SFZ Transportation, 
Inc • 

0 

B. w:>r ld Book 
Finance, Inc. 

C. United R~tail 
Finance Conpany 

D. Scott,Fetzer 
Financial services 

' Conpany 0 

" c " 0 

E. United l\cceptance 
Limited 

State of 
Incorporation 

Ohio 

:.:(,) 

·l'llio ,. 

Canada 

Ontario 

Ohio 
() 

0 

Delaware 

Ohio 

Delaware 

Delaware ,, 

Delaware 

Delaware 

;; 

.p 

% 6'f Stock 
Owned 

100% 

100% 
' 

"' 100% 
,:;,: 

100% 

100% 

100% 

100% 

),1 

100% 

100% 

100% 

100% 

·•-· 

A. Included in the Consblidated Financial Statements contained in the 1982 
Annual Report to1;zhareholders of Scott Fetzer. ,, 

,, 

B· Unconsolidated subsidiary of w:>rld Book, Inc., for 'Which separate financial 
statements are filed on pages F-8 through F~l6 of the 1982 Fonn l~K Report. 

c. Consolidated subsidiary of w:>rld Book Finance, Inc. 

D. Unconsolidated subsidiary of Scott Fetzer. 
0 

E. eonsolidat'ed subsidiary of Scott Fetzer Financial Services c.anpany. 
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