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c· PARl' I 

I'DM 1. Business 

'lbe SCX>tt & Fetzer (:onpany (•Scott Fetzer• or •(:onpanY"') is a diversified 
oonpany whid) manufacture£!. am .sells products in the Cleaning Syste11& & 
Household Products, &iucation & Information Syiste11&, Fluid Transmissi6n, 
Vehicular Products and ~t9Y & Control segments,• Ti«> of Scott Fetzer's 
principal pr:oduc:t linesuar:e vacuum .cleaners an::l r:elated accessories i:rimarily 
for home use sold under the · Ki.mt am .other bram names, am encyciopecUas and 
related educat.ional pr:oducts"""90'1'a' l.l'lder the ~rld Book name. Scott Fetzer has 
14 operating tinits located in 12 states. !alt Of EheSe units wer:e independent 
.businesses a:quir:ed iaubsequent to 1963. 

D 
~ 

Founded in. 1914, Scott Fetzer was ina>rporated lmdi!r the laws of the 
State of <llio on 'ti>verrber 30, 1917.. · · 

Business 5egments 
.. ,-; 

'lbe CllOlllt of net sales and othel: revenue, incane befor:e taxes am .. 
ideritifiable a8Sets attributable to each business segment for .the past three 

t) • ·- - - • years 1S set forth m the tables .oo pages 13 and 14 of the 19$3 Annual Repo~ to 
shareOOlders of,Soott Fetzer. Additional information is noted in footnote 12 on 
page 19 .of the 1983 Annual Report. 'lbese tables am footnote ar:e ina>l:porated 
her:ein by r:eference. Segment data for 19$1 and 1982 have been restated to 
exclude the qierating ~ults related to discontinued q>erations am to r:eflect 
certain r:eclassifications of identifiable assets. Such data r:eflect the 
allocation of .oertain expenses am other arbitrary detei:minations. .SCX>tt 
Fetzer 'l> business segments ar:e based in part oo the similarity of certain of its 
pr:oducts am in ,riart en the similarity of the markets in Wiich its pr:od/icts ar:e 
soM. . • 

DJring the fiscal year ended No'lel!iler 30, 1983, .no single cus~r. 
purchased fr:an the operati!'¥;J units of SCX>tt Fet.zer products which in the ·' 
aggregate accounted for nDre than 10% of to.tal sales fr:an cperations for such 
fiscal year. SQQtt Fet.zer does not believe that the lft-1SS of any single custaner 
would have a .mate!';i3l adverse effect on its total busil\ess. 

Cleanig1 Syste11& & lblSehold_ Products 

Scott Fetzer ~factures am distributes .a wide variety of vacuum 
cleaners and other floor maintenanoe equipnent and supplies for residential, 
industrial and institutional use. .Scott Fetzer also manufactures am sells, to 
other manufacturers certain oonponent parts incorporated in such equipnent. 

\) 

Floor maintenance equip;ient for consumer .use is s:>ld i:rimarily \Sider the 
Ki&f name. Certain other floor ll)aintillianoe equipnent is sold under both the 
private labels of cust:aners am lnder oertain c:mpany trade names; Scott 
Fetzer, which entered the household vacuum cleaner fieM in 1919, manufactures 
and sells the Kirby 1.1>ri9ht vacuum cleaner and r:elated floor car:e aid other , 
accessories. Kirby products ar:e soM by the dir:ect sales meth:>d in the home1

' 

through app~imately 8,000 independent dealers worldwide, backed by 
appi:oximiltely 1,200 factocy distributors and area dealers. Kirby's sales to 
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distributors are substantially all for cash. Kirby has five major cxxnpetitors. 
Kirby's sale prices to consumers are established individually by each authorized 
dealeq prices tend to be sanewhat higher than those of the cmpetition. 
Service is provided by the independent distributors and the Kirby factory '[, 
rebuild department. .Kirby believes its service to be as good as, or better '' 
than, that of the "~tition. Kirby's warranties generally affom roore 
canprehensive o:>verage for a longer time than those of the cmpetition. Product 
performance appears equal to, or better than, that of the cmpetition. 

In fiscal 1983, oo cne distributor accounted fi:>r nore than 2% of Kirby 
sales. Domestic sales are pr:oportionately distributed thi:oughout the CX>Untry 
ac:oording to population densities. '!be sale of vacuum cleaners and related 
accessories primarily for home use under the Kirby and other names, as well as 
private labels, accounted fi:>r cg>roximately 14%, 16% and 17% of total revenues 
fran continuing operations of Scott Fetzer for eadl Of the fiscal years 1981 
thi:ough 1983, respectively. 

e.s of Novent>er 30, 1983, united Conswner Financial Services c.atq;>any, a 
wholly-owned subsidiary of it>rld Book Finance, Inc., which finances consur.~r 
installment accounts fi:>r Kirby distributors, had net finance receivables' 
t:>talling awroximately $29 million. '!be Conpany has a wholly-owned finance 
subsidiary, Scott Fetzer Financial Services c.atq;>any (SFFS/• SFFS has bio 
wholly-owned consolidated subsidiaries, United Acceptance Limitedcand Scott & 

2. 

Fetzer Financial Services of canada, Inc., 'Illich finances the installment '\ 
accounts fran custaners of the Kirby Group distributors operating in the United 
Kingdan and Canada. As of Novent>er 30, 1983, these subsidiaries had finance 
receivables with a net ancunt totalling awroximately $2.5 million. 

In addition to the Kirby i;roducts, Scott Fetzer manufactures and sells 
under the American Lincoln name an extensive line of power-driven industrial and 
institutional floor maintenance equipnent 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 lll)Ullted scrubbers and sweepers. '!be COnpany also 
manufactures roller and flat brushes fi:>r vacuum cleaners, polishers and other 
floor maintenance equipnent, replacement vacu1111 cleaner parts, chemical cleaning 
products, and vacuum cleaner bags and replacement parts fi:>r bJme vacuum 
cleaners. In addition to its floor care equipnent, Scott Fetzer manufactures 
and sells injection .nolded plastic items, a line of household cutlery and 
scissors, and sterilized disposable medical supplies. · 

'lt1e Cleaning Systems & Household Products segment serves i;rimarily 
consumer, institutional, o::inmercial and industrial markets. 

F.ducation & Information Systems 

Scott Fetzer, thi:ough its 'ltlolly-owned subsidiary, it>rld Book, Inc., 
publishes and sells 'l.be it>rld Book Encyclopedia, other reference i«>rks, and 
education and instruction material p:imarily under the it>rld Book and Childcraft 
names. Domestic encyclopedia sales are principally by tile direct sales metb5d 
in the bJme and to schools and libraries thi:ough cg>roximately 7 ,620 full-time 
and 21,800 part-time independent o:xrmissioned sales representatives. it>rld 
Book, through subsidiaries and branches having awroximately 570 full-time and 
4,490 part-time independent 0011111issioned sales representatives, conducts direct 
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selling operations in Canada, Australia, the British Isl~ and the caribbean. 
'M:>rld Book has six major oonpetitors, but believes it is ,is leader in this 
market. Its pcices are, generally, lower than those of the oonpetition, yet 
'M:>rld Book believes that its custaner service progran is''m:>re extensive than 
that of the oonpetition. ii:>rld Book also markets, pcimarily by direct nail, its 
annual ~cyclopedia suwlements, and other publications and merchandise thi:ough 
subsidiaries • 

A large prop:>rtion of encyclopedia sales are made on a deferred consumer 
credit installment basis. The <bnestic and caribbean installment accounts 
receivable are financed by ii:>rld Book through its \obolly-owned subsidicity, ii:>rld 
Book Finance, Inc. At -Noveniler 30, 1983, the net aioount of these receivables 
totaled cg;>roximately $70 million • 

In 1983, no one representative acoounted for ,nore t.~ 2% of ii:>rld Book 
<bnestic sales. Doolestic sales are proportionately distributed throughout the 
country aca>rding to p:>pulation densities. For fiscal years 1981 thi:ough 1983, 
sales of ii:>rld Book products under the 'M:>rld Book and other names accounted for 
cg;>roximately 43%, 42%, and·40%, respectively, of total revenues fran the 
continuing operations of Soott Fetzer • 

The. Education & Information Systems segment serves pcimarily the 
consumer, educational and mass merchandiser markets. 

Fluid Transmission 

scott Fetzer manufactures a variety of ptOducts involving the 
transmissicn of fluids, the major items of which are oorrplete, as well as 
carponent parts of, air cu1pressors, both reciprocating and single screw; 
sprayir¥J units, including small caipressors, for the spraying of paints and 
other liquids; grey and ductile iron castings; air receivers; cc:q>ressed gas 
containers; and high pressure sprayers and washers. During fiscal 1983, the 
Ccllpbell Hausfeld unit introduced a one h:>rsepower tankl.ess air oorrpressor 
called Super Pal• into. the cons1111er autatrJtive market. These products are sold 
<bnesticallyand abroad by mass merchandisers and retail stores I.Dier lx>th 
private labels and under the ~11 Hausfeld brand nane; independent 
distributors and sales represenhves sell these ptOduct:s I.Dier the cw11 
Hausfeld brand nane. <:anp:iell Hausfeld has three main oonpetitors in 
ccnsumer market, and four in the o:mnercial market. !ts pcices are curparable 
to those of the oonpetition, while its service, warranties, and product 
performance are generally equal to, or better than, those of the oonpetition. 
For fiscal years 1981 through 1983, sales of <:antibell Hausfeld products 
accounted for approximately 14%, 10%, and 13% respectively, of total sales fran 
the continuing operations of Soott Fetzer • 

In addition, Soott Fetzer assenbles and sells chnestically \nder the wwne Home !Jli7!Wt name, power gas and oil burners and water circulating; Sl.llp 
anl other puip;. ayne has twelve major oonpetitors in the pmp market, and 
five in the burner market. Wayne's products are premil.111-priced; its service, 
warranties, and ptOduct performance appear equal to, or better than, those of 
the oonpetition. During fiscal 1983, Wayne Home F41ipnent began marketing its 
new gasoline-powered nulti-purpose centrifugal pmp, the Porta 'pwip II•; Wayne's 
Reliant cne•, a sutmersible utility p.11p introduced late in fiscal 1982, has 
been well recei,ved during its first full year in the marketplace. Wayne is 
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.. l:iresently developing a new .generation of sutmersible SIJIP•· p.mp; £0~ introduction 
in late 1984 or early 1985. ,. 

Also' within the Fluid Transmission segmerit, Scott Fetzer manufactures 
connectors an3 fittinc:,,;?..Or o:inpressed gas applications ai!d a lilte of m.."Ciical \ 
regulators and flOlilleters. · · 

The Flyid Transuission segment serves primarily• Cb-it-yourself han'lware, 
bJme center and mass merchandiser markets, but original equipnent and iMustrial 
markets represent growing areas of activit~. 

Vehicular Products 

Scott Fetzer manufactures and sells, primarily through Wependent 
distributors, utility service trudt bodies and related equipnent and suspension 
system <XlllpXlents for vehicles. In addition, Scott Fetzer manufactures and 
markets, primarily through independent distributors, electrical winches for 
marine and other applications; antennas (markets cnly) for the recreational 
vehicle market; and recreational vehiclt: and IOObile bJme accessories. '!'here are 
a l'Ulber of o:J1t>etitors engaged in manufacturing each class of ~uct within 
the vehicular products business segme"I~. Scott Fetzer believes it is anong the 
leaders in the manufacture and sale of these products;, its pricing is 
cxxrpetitive, am its service, warranties· am product performance appear equal 
to, or better than, those of the o:J1t>etition. 

'!he Vehicular Products segment i;erves primarily the recreational vehicle, 
IOObile h:me, marine, o:>nstruction and public utility markets. 

In 1983, Scott Fetzer's wiY.>lly-owned transportation subsidiary, SFZ 
Transportation, Inc., became a crimDn carrier licensed to qierate in forty-eight 
states. 

EnetlJY & Control 
' ( 

Scott Fetzer is engaged in the manufactut~ and sale of explosion-proof 
fittings and. junction boxes, instrllllent housings and control statio."tc; for 
electrical distribution systefus; a specialty line of atnored cable 00."Ulectors, 
and various other items used/ principally in connection with high am iaw voltage 
electric cables, fittings, c.buplers and liquidtight oonduit fittings; various 
precision equipnent for use11 in processing industries for the measurement of 
pressure, vacuwn and flow c/f liquids; zinc and alwninwn die cast electrical 
fittings; transformers ~1'ballasts for indoor am outdoor electrical signs; 
ignition systems for resi~.ential and industrial oil furr.aces, µicluding 
solid-state control; fractional horsepower mtors for electrical appliances and 
other products; and· timing devices for residential and cx:mnercial appliances. 
'lhese products are princi!Jally sold by direct factory sales pe)ple and 
independent manufacturer's. tepresentatives and distributed to <:ind through 
original equipnent manufac!turers and wholesale distributors. ~ere are a nuriler 
of <Xr!plll1ies engaged in manufacturing each class of product within the energy 
and control business sege111ent. Scott Fetzer believes it is anong the. leaders in 
the .ma."lufacture and sale of these products; its pricing is ~titive, and its 
service, warranties and product perfonnance appear e<Jl8l to, or better than, 
those of the. o:J1t>etition. 
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Markets !Or the Energy & Control segment 
sign, appliance and oil and gas industries. 

Acquisitions and Disposi~ 

include construction, elktrical 
' ;! 
II 

During fiscal 1983, Scott Fetzer sold its wide-bodied canvac/SupetVac 
CXl11111ercial cleaner lines,, whidl was part of the Cleaning SystE!llS & lbusehold 

·:Products segment, and ~ cardinal Plastics 0perating mit'•Of the Westem 
,, F.nterprises Division, whidt was included in the Cleaning Systerrs & lbusehold 

Products segment; both sales were f;>r pi:imarily cash. Also <bring fiscal 1983, 
Scott Fetzer sold for cash its Valley Industries Division, whidl ,,was part of the 
Vehicular Products segment; its Wlrld"Book Life Insurance caipany, an 

" un~lidated wholl~ insurance subsidiai:y of Wlrld Bookr Inc. An 
agreement of sale was executed Februai:y 2f,, 1984, !Or the sale of Scott Fetzer's 

,, tbuglas Division, part 'of its Vehic::ular Products segment. 'Dlis sale is for 
cash. 

'Backlog 

Soott Fetzer d:les mt believe that the cbllar anount of.backlog of 
orders and related informatioo is material for an understandir¥J of its business. 
A subst:antial p:>rtion of Scxltt Fetzer's q:ierations involve the recurring, ron­
seasonal production of standard itens that are shipped to the custcmer 
relatively shortly after an order is received by Scott Fetzer. 

Raw Materials and Supplies 

Raw materials required !Or Scott Fetzer's various products are oamr:>nly 
available materials such as paper, steel, zinc, alllllinum, iron, brass and 
copper, whidl are purchased fran producers and distributors of sudl items. 
suppliers of ex>nponent parts and castings are located in many areas throughout 
the country. Scott Fetzer <bes mt depend oo a single source of supply !Or its 
raw materials, oonponent parts or supplies, and believes that itc; sources of 
supply are a)equate. 

Energy 

Scott Fetzer utilizes ~il, gas and electricity as its pi:incipal energy 
sources. 'Dlere has been m material disruptioo of productioo at,:;iny of the 
Scott Fetzer plants because of energy shortages. lt>welrer, there is m assurance 
that energy shortages in the future will mt have an adverse efi;ect oo Scott 

· Fetzer either directly or indirectly by reason of their effect oo wstcmers or 
suppliers. 

Enviromental Controls 

Scott Fetzer believes its facilities are in substantial o:xtpliance with 
existir¥J laws and regulations relating to control of air and water quality and 
waste disposal. Environmental oanpliance has mt had, and is mt expected to 
have, a material effect oo the CCXrpany's expenditures, eamings or oonpetitive 
position • 

. ~uct Developnent, Patents and Trademarks 

Scott Fetzer is continuously e1¥3aged in the :refinement and developrrent of 
its various product lines, the developrrent of new applications for existing 
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Scott Fetzer. is cxr.tinuously engaged in the ref inenent and developnent of 
its various product lines, thfdevelopnent of new applications for exist~ 
products, and the developnent of new products. Scott Fetzer's expenditures al 
conpany-sponsored \~rCh and developnent and al custaner-sponsored research 
activities relati!Y,l\·to the developnent of new products, services ot" 'techniques, 
or the i.nprolrement ~f exist~ products, services or techniques durin;i fiseal 
years 1983, 1982, and 1981 were oot: material. 

. 

Scott Fetzer oonducts researc:h and developnent in oonnectial with the 
developnent of new products and applications for its various rosiness segments 
through its Advanced Product Tec:hmlogy Center • . 

Scott Fetzer uses in its roeiness various trademarks, trade nanes, 
patents, trade secrets ard licenses. Scott Fetzer does not consider that a 
material part of its rosiness is dependent al any aie group of them, although 
the !!!"J?t and it>rld Book names are widely knoWn and recognized. 

Seasonality 

Scott Fetzer's rosinesses are oot generally affected by ~asonal sales 
fluctuations, altb:>ugh it>rld Book's sales,tend to in~ease during Februar:y and 
March because of the sale of annual encyclopedia updates. 

,, 

\) 

As of Januacy 121 1984, Scott Fetzer enployed in oontinuing q;ierations 
13',.740 persons, of whan· 10,329 were salaried and 3,411 were hourly. A total of 
1,178 hourly enployees in 9 of Scott Fetzer's 42 facilities are represented by 
laloor organizations. Scott Fetzer has enjoyed generally good relations with its 
'31l?loyees. A total of 334 enployees are o:wered by 2 labor oontracts l>hich ar.e 
scilleduled for renegotiatial dur~ fiscal 1984. 

,In aXlitial to enployee benefit programs l>hich include paid vacations, 
insurance, disability benefits, hospitalizatial benefits and medical benefits, 
Scott Fetzer has in effect for its divisions and subsidiaries various pension 
and retirement plans for salaried. and hourly personnel, . includirig 
nai-contrirotocy trusteed pensio'iiplans and profit-sharin;i retirement plans. 
~Note 11 of the Notes to Financial Statements al page 19 of the 1983 Annual 
Rei;ort to shareholders of the Cmpany, l>hich oote is incorporated herein by 
reference, for informatial concernin;i oontributioni; by Scott Fetzer under such 
plans and other data. 

rm~ 2. i>roperties 

'J.'he following table sets forth the. Eeincipal d:xnestic plants and other 
mate,rially inportant d:xnestic properties of the c.oopany and its subsidiaries. 
'1'he leased properties are indicated with an asterisk. '!he IUl'ber in parenthesis 
indi:cates nlri>er of facility locations in each city. · 
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\\'; 

'• \', 

· .. ·.::c· 
' ~ ,, 

II" 
i: State 

t;;i ' 

a 

.'., Arkansali 
~ifomia 
Colorado 
Cotaw:..-ticut 
Ill:!. mis 
Indiana 

Ken~ 
New YorJC 
ctiio 

Texas 

City. 

Walnut Ridge* ( 1) 
Merced (1) " 
Broaafield ( 1) 
Sheltcn* (l) 
Olicago* (2) " .·. 
Ft. Wllyne (2) 
Koknno (1) 
E1lchart* (lb 
Leitchfield ( 1) 
watertown < 1 > 

0 Avon Laite ( 1 ) 
Bedfom Hts~< 1l 
Bolirl . Green* ( 1 ) " lll9 BtOO!cpark* (1 ) 
€ardingtcn. ( 1) 
Chagrin Falls11 (1) 
Clevelard (5) 
Clevelard* (2) 
F1e11unt ( 1 ) 
Harrison* (2) 
Harrison ( 1) 
Lakeliood* (1) 
'l'Winsburg* ( 1 ) 
Westlake ( 1 f 

... \!Westlake ( 1) ' 
WOOSter (l) 

IL · oorant* ( 1 ) ;,; 
;c,. ••. i .. (2) '· ,, .,a1rv ew 

''i·Livingstcn J1l " 
Mt. JUliet*' ( 1) 
Portland ( 1) 
Smithville (.1 ) 
Andrews ( 1) · 

,, 0 () 

aminess5egment 

A ' Plant 
""fl Plant 

Plant 

' 

!) 

E. 

"E 
[~ 

D 
G 
E 
D 
c 
Q 
c 
A 
?~ 
E 
A 

A/C 
A 
A 
D 
D 
F 
A 
F 
A 
E 
E 
c 
c 
c 
A 
c 
A 

' Plant 
Office/Harehouse 
Plant 
Plant 
waretlouse· 
Pla.'lt 
Plant 
Plant 
Plent 
Plant 
Plant 
Plant 
Plant 

'Piant 
Plant 
Plant 
Pla.'lt 

() Plant 
Off ice 
Plant 
Office 
Office 
Plant 
Plant 
Plant 

. Plant 
Plant 
Plant 
Plant\! 
Plant 

,;_; 

(A)' Cleaning Systems & Hc.~sehold Products1 
1

(8) FAi~~tion & Information 
Systems1 (C) Ene~ & Cont10l1 <'i:!J .. Fluid Transmission; (E) Vehicular Products~ 
(F) Cotp>rate Office. -\ ,, 

SCX>tt Fetzer believes that .its properties have been ·adequately 
maintained, aie in good conditic:n genera!:l.y, ~ are suitable and. adequate for 
its b.ISinestf as presently conducted. 'lbe0 extent of utilization o£ Scott 
Fetzer's properties varies <m:nJ its plant;s fran time to time • •. 

0 

scott Fet~r· s various 9C11tinuing ~ptions are conducted in 42 
facilities in 30 locations in 12 states. SOOtt Fetzer maintains sales offices 
and. warehouse facilities in various fo~gn CDUntrie5 and conducts certain 
manufacturing operations! in Whitby, Ontario. Maqy· of Scott Fetzer's facilities 
are•· relatively new and ftDdem, \lhile other facilities have been in in operation 
for a substantial nllliler of years. Management believes that the manufacturing 
capacity of Scott .~tzer's facilities is generally idequate at current levels of 
operation. Various of Scott Fet;zer's facilities are lei5ed, with option& to 

c purchase in some cases. For additional information cxincerning the lease o ... 
obligations of scott!.'Fetzer, see Note 8 of the Notes to Financial Statements on 

'! \ " C\ (} 
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Page 17 of the 1983 Annual Report to shal:P..holders of Scott Fetzer, lobich. oote is 
fucorporated herein by reference. . • 

I'mt 3. · !sJal Proceedings 

In October, 1980, and January and August, 1~81, respectively, the 
Attorneys 09eneral of Texas, New Mexicb and Iowa, c.:amnenced civil "'lawsuits in' 
the Federal District Olurts located in those states against the o:.tpany, . an 
independent distributor and certain independent divisicinal/supervisors, Undero 

.state antitrust statl:ites and l.niler federal · . .?nt:l.trust stat1.1\:es as ~~riae 
for citizens of their states. 'lbese suits allege that the caipany;tlli'i iti 
Kirby Group' cperations, has in oonnection with the sale of Kirby vacuum cleaners 
and associated ~ucts, att:~ed to restrain trade, fix and maintain prices, 
lx71cptt l&luthorized purchasers, and restrict and allocate c:ustaners and 

"' territories. Each state has relJ.leSted tllat the alleg':'d violations be enjoined, 
that civil penalties be iltp)Sed and that nonetary damages, certain of0,\obich . '· 
would be trebied, be ,assessed. The COnpany believes that it has not violated 

'-· c 

the antitrust laws ci-a has neritoriou!! .. eefenses lobich it will vigorously assert. 
The ultimate oost to tbe ~ of anunfavorable dispositioo of the:;e cases is 
oot rr::iw d!!tetminable. In the opi!'lioo of management, the a:tnp.3ny does oot 
antiicipate that the ultimate dispositim of these lawsuits will have ~"material 
effect oo the oonsolidated financial position and oonsolidated results of 
operation,c;. ' ·0 -

';;, 

I'mt 4. SUl:lni.ssioo of Matters to a Vote of security fblders ·"':J 

Proxies for Scott Fetzer's 1983 Annual Meeting were solicited under 
Regulatioo 14A of the Securities'.'and Exchange <:amiission's proxy rules. 'lbere 
was oo solicitation in qiposition to management's naninees ·listed in the Proxy 
Statement.. All management rnuinees listed in the Proxy Statement· were elected. · 

Executive Officers of'sOOtt Fetzer 

The fo:j.lowi!'!9 is __ a_schedule of nallle!\: ages and positions of executive ' 
officers of Scot:tFetzer as of February 1, ,1984. 'lbere are oo family 
relationships am:mg these officers. All ElXecutive officers are elected .. annually 
by the Directors. / ' · 

•/ 

Name -
Jotih Bebbingtcn ,, , __ 

. .. 

Jotm Bebbington has been 
)~ployed by Scott Fetzer 

{-'for 11Dre than five years 
'

1 as Senior Vice President. 

11 

·~ Title 

58 Senior.Vice President 
\/ 

(} 
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. ~ °' 
J. F. Bradley , 

..;:;· ·: 
~ ·:.1· 

0 J. F. Bradley bas ·~· 
· enployed by · So:>tt ll'etiZer 

for .more than five ;years 
as .Eilecutive Vice President­
Aaninistratidn and ll'inance 
(3/J./77 to 3/21/83) and 
President - ll'inancial Services 
GJ:oup (3/21/83 to ,present). 
,1::>' t!.l . ' . 

•)" - ,-. ·' ' 

Gary A. Childress 

Gary A •. Childref!S l'lasbbeen 0 enployed by S<X>tt ll'etzer as• 
President •atiO Chief Operating 
officer .(9/15/82 to present) • 
·.li'tpm 1977 to 1979 he was a Senior 
vice President and Chief ·· 0 

~.· ra.t:in. g Of·· '· .i .. ~. of .. N. a. tional. can '' CorporatiQ11•-A man~J;.act1,1r,er of 
metal, glass and plastic· " 
containers. J?ran 1979. through 
1981, he served as Chairman, 
President'and Chief Executive 
Officer of the Warner o:xipany, a / 
mineral Cl!ld solid waste managemei1t . 
f.irm. l)Jriqg l!i\82, he served ~ 
Chief 'Eicecut'ive Officer of the' ' 
Gulf ResoUrcai & Chefidcal , 
Co•.~r~tion, a mining' and · 6ii and 
J~aS exefioration and productic:19 
-firm. · \•"' 

' 
Kenneth n. f!ughes 

' 
{'r-t 

Kenneth D. Hughes has beer). 
enployed by ~~t ll'e~zer ·· 
for mre ,than five yearis as 

" Vice President and.Treasurer • 

\' 

"0 

Kearney K,. Kier-~h~ been 
~loyed by S<X>t~i ll'etzer 
·for .~ past five years as 
Group Vice President. 

{,) 0 

,; 
9 

r.;. 

.62 

47 

,, 

~·. ,, '. 

,:-;, President o 
ll'inancial Services Group ... - (; 

Q 

() . !~, 

President and Chief 
Operating Officer 

Vice President and Treasurer 

· Group Vice President 

. ,, 

.,.. . ' 

' ' 
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('-. - ·.. ·-· - ") " 
walter A. Rajlti , 

Walter A. Rajki ··bas·.~ 
. enployed by Scott Fetzer 

. ·. for .DDre than five years .~ 
Senior. Vice President~ 
~. -

'" Ralph E. Schey 

Ii 

" Rali:il E. Schey haS been enpl~ 
by Scott Fetzer .for nore than· 
five·y~ in S!Jch capaCiti~ as 
President ind. Chief ~ecutive 
Officer. (12/1/76 -to 9/15/82) 
and Chief Executive Officer 

·· (9/15/82 .~ present}.·~;;, 0 
c 

Kennet}) J. Semelsbei:ger . 
~ . ·: 

Kenneth.J. ~l,sbel:ger ~ 
been enployed by Scott 
Fetzer for DDre than· five· 
years in $uch C§laC~ties as 
Group Vice President ·· 
(9/1/78 to 4/1683) o 

' Senior Vice' President -
Finance ~ .l\dmi,ni~tr,ation 
. ( 4/1/83 .to .present). 

b 

K. wayne Smith 

r.-

K. WaYJ')E! Sinith has been .enployeg . 
by Scott Fetzer as Viee Presiderit­
Spott Fetzer apd President -
F.ducation, · Training & Information 
Group (5/20/83 to present}. 
Fran 1977 through°'4/~9--83, he wc.s 
Group Managing Partner, 
Washington, p.c., operations for 
Coopers & Lybrand • 

10 

58 

59 

() 

47 

, . 

45 

/; 

Senior Vice Preilident 
';:. '1 

Chairman and Chief Executive 
Officer " 

,. 

senior Vice President -
Finance & lldninistrationR 

Vice President -

.• .• 

Scott Fetzer and President­
F.ducation, Training & 
Information Group 

()(I 

,! 
.,.-~ 

'i\. 



:R:lbert c. Weber 

:R:lbert c. Weber has·· been 
eiployed ,by Scott Fetzer 
for ioore .than five years in 
such .capacities as Secretary, 
<~Emera! COOnse1 ( 12/20/72 to 
12/2/80) and dVice President 
(12/2/80 to present). 

53 

PARl' II 

Vice President, General 
COunsel and Secretary 

l'l'fM 5. Market for the Registrant's c:atnDn Stock and Related Stockholder·· 
Matters 

o:liloon Stock Market Price and. Dividend. Information oo page 6 of the Annual 
Report. to sharel)olders for the year ended Noveniler 30, 1983, is incorporated 
herein by reference. 1'he mnber of oolders of (XX1lll)ll shares of Scott Fetzer as 
of January 31, 1984, was 5,973. 

~ 6. Selected Financial Data ---..... ----:."-
Selected. Financial D!lta oo page 1 of the Annual Report; to shareholders 

for the year ended Noveniler 30,1983, is incorporated herein by reference. 
' 

0 
IT91 7. :n:rAement's Discussion and Analysis of Financial Condition 

Results of 0peratioos 

Management's Discussion and Analysis of Financial Condition and Results 11 
of ~rations on pages 5 through 7 of the Annual Report to shareholders for the 
year ended Noveniler 30.. 1983, is incorporated herein by reference. 

ITEM 8~ Financial Statements and Supplementary Data 

?,tie follO!#ing oonsolidated financial statements of the registrant and its 
subsidiaries, included oo pages 9 through 20 of the Annual Report to 
shareholders for the fiscal year ended Noveniler 30, 1983, are incorporated 
herein by reference: 

.Consolidated Statement of Income for the fiscal years ended Noveniler' 
30, 1983, 1982 and 1981. . ,. 

Cc>Jisolidated Balance Sheet as of Noveniler 30, 1983 and 1982. 

~' '" "' Consolid3Ced Stat,ement of Changes in Financial Position for the 
.fiscal years ended Noveirber 30, 1983, 1982 and 1981. · 

Consolidated Statement of Shareholders• F.quity for the fiscal years 
ended Noveniler 30, 1983, 1982 .and 1981. 

Notes to Consolidated Financi~ Statment:S. 

~) •' ll 

I \ ,, - . 
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ITEM 9. Disagreements on AcCX>Unting and Financial Disclosure 

PART III 

I'l.'mt 10. Directors and Executive Officers of the Registrant 

Information as to the Directors of Scott ·Fetzer is oontained on pages 3 
throughi5 of Scott Fetzer's definitive Proxy Statement ("Proxy Statement") dated 
Februacy 16, 1984, 1obich information is incorp:>rated herein by reference. 

rn:M 11. Manaqement Re!!!.llleration 

Information uriaer the captions "Executive G:ltp!nsation," "Pension Plan," 
and "Stock Options" on pages 7 through 12 of the Proxy Statement is incorp:>rated 
herein by reference. 

ITEM 12. Security Ownership of Certain Beneficial OWners and Management 
,, 

The information oonO!rning "Stock Ownership" on page 11 of the Proxy 
Statement is incorp:>rated hel'!!in by reference. 

ITEM 13. Certain Relatiooships and Related Transactions 

None. 

PART II/ 

ITEM 14. Exhibits, Financial Statement Schedules and Rep;>rts on Form 8-K 

(a) 1-2. '!he response to this i;ortion of Item 14 is sul:mitted as a 
separate section of this report. 

3. Exhibits 

(3)(i) Articles of Incorp:>ration (as Amended) previously sul:xnitted 
as an Exhibit to Registrant's Fom 10-K Annual Report for 
1981 and incorp:>rated herein by reference. 

(ii) Regulations previously subnitted as an Exhibit to 
Registrant's Form 10-K Annual Rei;ort for 1981 and 
incorp:>rated herein by referen9'!• 

(4)(i) Indenture between The Scott & Fetzer Coopany and National 
City Bank dated May 15, 1975, for 30 million dollars of 
9-1/4% Notes due May 15, 1985, ireviously sutxnitted as an 
Exhibit to Registrant's Fom 10-K Annual Report for 1981 and 
incorp:>rated herein by reference. 

1',_ 

(ii) Note Agreement between The Scott & F~tzer OJnpany and '!he 
Prudential Insurance ·caipany of America for 40 million 

12 
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(iii) 

· (iv) 

-

• 
dollars of 9-1/2% Notei; cite in equal annual installments of 
2 .• s milliai dollars through August, 1998, previously 
sul:mitted as an Exhibit to Registrant's Form 10-K Annual 
Report for 1981 arlCI incorporated herein by reference. 

Note Agteement between w:>rld Book Finance, Inc., and '1'he 
Prudential Insurance C)mparry of America for 50 million 
dollars of, 10% .. Notes cite in installments 1980 through 
August, 1998, p~iously sul:mitted as an Exhibit to 
Registrant's Fom lOK Annual Report for 1981 and 
incorporated herein by reference. 

Note Agr:eement betweerhw:>rld,.Book Finance, Inc., and The 
Prudential Insuranoe .Oonpany of Am!!rica for a. 25 million 

.. dollar 14-3/4% Note cite in equal installments June, 1985, 
through June, 1989, previously sul:mitted as an Exhibit to 
Registr!Ult's Fom 10-K ilnnual Report for 1981 am 
incil)rporated here.in by referen~~ 

13 

(v) Term loans a;Jgregating 25 million dollars between w:>rld Book 
Fin!lllce, Inc., and national"'City and Society ~gonal Banks 
of Clevelam .at 15-1/4% due August 17, 1985. J;niviously 
sutnittec:I as an Exhibit to Registrant's Fom 110;lC Annual 
~t for 1982 and incorporated ~rein bycreference. 

(10) (i} '1'he Scott & Fetzer Q:Jnpany Stock Option Plan adopted in 
1973, ilE anended in 1977 and 1980, ixeviously sutmitted as 
an Exhibit to Registrant's Fom lo-K Annual Report for 
1981 and incoq19rated hE!rein by reference. 

(ii) 

(iii) 

(iv) 

(v) 

(vi) 

(Vii) 

(viii) 

'1'he Scott & Fetzer .Collpany. Stock Option Plan adopted in 
1981, ~iously sul:lllitted as an Exhibit to Registrant's 
Form 11>-K Annual Report for 1982 am incorporated herein by 
reference.· ,.-
'!be Scott & Fetzer Conpmy stock option ~reements dated " 
Novent>er 22, 1993; 

llme~ts to stock tPtion ~reements made i;rior to 
Novent>er, 1983. 

Form of Deferred Ccltp!nsatiai Agreement .between '!be Scott & 
Fetzer Q:Jnpany and certain officers, enployee directors, 
directors and key enployees, i;reviously sut.mitted as an 
Exhibit to Registrant's Fom 11>-K Annual Report for 1982 and 
incorporated herein by reference. 

Form of Deferred Qlnpensatiai Agreement between '1'he Scott & 
Fetzer ~Y and ~i.enployee directors. 

Amended &lployment Agreement between '1'he Soott & Fetzer 
Qxipany and Mr. Ralph E. Schey. 

\\ 

&iployment Agreement dated Septeni>er 15, 1982, between '1'he 

13 
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(ix) 

(X) 

(Xi) 

Scott & Fetzer Colpany and Mr. Gary A. Cllildress, 
pteviously sutmitted as an Exhibit to Registrant's Form 
10-K J\nnual Report fbr 1982 ~ incorporated herein by 
ref erenoe. · 

0 /4 

Letter of lft2rstanding between The Scott & Fetzer Ca!pany 
and Kenneth J. Semelsberger. 

Letter Of inmrstanding dated February 23, 1983, between The 
Scott & Fetzer o:xpny· and K. wayne smith. 

Amended Contingent Chtp:ilsation Agreements betwiMt The .Scott 
& Fetzer Qiapany and Messrs. Schey, Bebbington, Bradley, 
Kier, Rajki am Semelsberger. 

(xii) COnsulting Agreement dated February 22, 1983, between 'l'he 
Scott ·' Fetzer Ca!pany and Rebert w. Bjork. 

(xiii) COnsulting Agreement between The Scott & Fetzer Coopany and 
Stephen B. Fuller. 

(xiv) Insurance. contracts between certain officers an:l enployees 
of 'l'he Scott & Pet:zer Coopany for long-tem disability and 
death benefits, Ereviously sutmitted as an Exhibit to c• 

Registrant's Form 10;;K Amual Report for 1982 and 
incorporated herein .by reference. 

(xv) Form of agreement to reini:lurse medical. expenses to directors 
and certain enployees. 

(xvi) Form. of $50,000 term life insurance policy fbr ronenployee 
directors. ,, 

0 

(13) 'l'he Scott & Fetzer Conpany's 1983 Anriual Report to 
shareholders. 

(22) SUbsidiaries of 'l'he Scott & Fetzer Ccq>any. 

(bl No reports on Form 8-K have been filed by the Coopany during the 
last ~er fbr the fiscal year ended NoYelrber 30, 1983. 

;, 
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SIGNATURF.s 

Pursuant to the teqUirements qf Section 13 or lS(d) of t!le securities 
0 Exchange Act of 1934, the Registrant>); duly caused this report to be signed on 
its behalf by the ~rsigned, thereiinto cilly aithorized. 

~~ • rger 
Senior Vice President­
Finance and Mninistration: 
(Principal Financial Officer) 
Director 

PUrsuant to the teqUirfllllents of the ~~ities Exchange Act of 1934, 
0 

this 
report has been signed below by the following ~~ en behalf of the 
Registrant and in the capacities mi en the a "imicat • 

~ 
R. E. 
Chainnan and Chief Executive 
Officer 
(Principal 
Di recto 

• A. 
Presi nt and Chief Operating 
Officer 
Di.~~l';-?"-----;/ 

Director 

K. • s rger 
Senior Vice President­
Finance and Mninistration 
(Principal Financial Of · cer) 
Director 

BJ Or 

~e~a 
L. C.~~ 
Di recto 

R. t. Swiggett 
Director 

,_-, 
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.PUl:lluant to the iequilellellts of Section 13 or lS(d) of the securities 
~ lloct: of 1934, the Registrant hE duly caused this report to be signed on 
its behalf by the IR'lersigned, thereunto cllly aith>rized. 

\) ~' 

~Ah«·· 
Senior Vice Preaident­
Pinanoe ll1d Adninistrationi 
(Principal. P:lnaiicial Officer) 
Dii:ector 

FEB 28 1984 

\Pursuant to the ~b:ements of the securities Bxc:hange lloct: of 1934, this 
report ')las been . signed below by the fbllOwing persons ai behalf of the 
Registrant and. in the capacities and ai .the date indicated. 

, L' (/ 

R. E. SCtieY 
Chaiman and Chief Executive 
Officer 
(Principal Executive Officer) 
Dii:ector 

G. A. QiltareSS 
PreSident and 1'!hief Operating 
Officer 
Director 

W. A. Rajki 
Senior \'ice President 
Director 

S. H. FUiler 
Director 

J. A. HurJbeS 
Director 

k. J. Si!iil!lS6er:ger 
Senior Vice President­
Pinance and Adninistration 
(Principal Financial Officer) 
Director 

K. D. B\iijhes 
Vice President and Treasurer 
(Principal. Aca>unting Officer) 

a. w •. BJork 
Director 

0 
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'DIE scorr ' n:nm <XMPANY AR> SU!SmIARY <X1tPANIES 
INIEX '10 Fl?W«:IAL STATl!Mllr1'S Atl>' SCHEOOUS 

1f3 

'lhe CXinllol.idat:ea financial statements and, the l'epCXt thereon of Independent Certifled .PUblic 
1
1tccolmtant:S 4iEC on pages 5 throuJh 20 Of the at~ 1983 .Annual Rep0rt to shareholders, 
'wicti pages are incorporated by r:efennce in this l!bm 1G-K Annual Iepott. With the exception 
of the aforanentionsd pages, the 1983 J\nnual Report to shareholders is not deemed filed as 
part of this repr;irt. 

'\.'.>\ 

Report and Cllnsent of Independent Certified N>lic Accountants 
Report of Il'ldepeJ:dent Certified l?Ublic kcomtants <) 

!;'\\ 

Q.'xulol:idated Financial Statallents 
Statement of Incxne, years ended. 'NcM!lltler JO, 1983, 1982 and 1981 
Balance Sheet, H:welD!r 30, 1983 and 1982. ' 
statement of <hqes in Financial lalition, , 

years ended N:weni>ef 30, 1983, 1982 and 1981 
Stat rt of 9w:eholders' B:Juity, ' 

years ended NCIYad:ler 30, 1983, 1982, and 1981 
Business sea ett. Infoanation 

'' N:>tes to Financial statements 
Cl:>nsolidated Schedules 

I - Marketable securities 
II - hll:>Unts Receivable Ftan Related Parties. And th2erwriters, 

Pt:a&Jl:Jers,,Anci mnpl.oyees Other 'lhan Related Parties 
VIII ... valuatUn An!:) Qualifyi113 Accoimts 

IX - Short~tm Br.lrr0Win3s 
x - QlpplEmi!!nt::ary Incane statement Infomation 

\\brld B:lok Finance, Inc. - COnsolidated Financial StatE!llll!llts 
ne~ of Independent Certified N>lic AccQimtants · 
Balance Sleet, N:wad:ler 30, 1983 and 1982 
statanents of Inccme and. Retained Farni!YiJSr years erw3ed N:wed>er 30, ... 

1983, 1982 and 198.1 
statanent of awr:i~a in Financial ~ition, NCIYad:ler 30, 1983, 1982 

and 1981 "'"~/· 
rt>tes to Financial _Statements 

Page Nllllbers 

Form 
1G-K r-r 

" 

F-3 

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

F-8 
F-9 

F-10 

F-11 

0 

a 
9 

10 ,-;; 

:::. ,y 
12 

13 - 14 
15 - 20 

0 

F-12 - F-15 
0 

'lhe individual financial statements of the registrant are aaitted because the registrant is 0 

primarily an operati"iJ 0 •i61lY• All subsidiaries incluCled in the consolidated futancial 
statements filed are Mlol.ly-<M'led subsidiaries. 

Schedules other than thoae listm above are anitted as the infomation is not required, is 
either mt pertinent or mt significmt, or because the data is given in the oonsolidated 
financial statanents or the mtes thereto. 

!l 
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Coopers 
&Lybrand 

certified public accountants 

REPORT AND CONSENT Of INDEPENDENT CERTlfIED PUBLI~&"ACCOU~,TANTS 

To ~he Shareholders and Board of Directors 
The Scott & fetzer 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 1983 annual report to shareholders of The Scott 

o & fetzer Company and appears on page 8 therein. In connection with 
our examinations of such financial statements, we have also examined 
the related financial statement schedules listed in the index on 
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 S-8 
(file No. 2-58431) of our report dated January 23, 1984 on exam­
inations of the consolidated financial statements and financial 
statement schedules of The Scott & fetzer Company as of November 30, 
1983 and 1982, and for the years ended November 30, 1983, 1982 and 
1981, which report is includedcin this Annual Report on form 10-K. 

Cleveland, Oh~,o 
January 23, 19184 
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'ME scorr ' FE'l'2ER CDIPANlr AM>· St.BSIDIARY CDIPANIES 

SCHEOOIB I - MARKE'l'ABI£ SBlJRITIES 
0 

0 

roLtlti A 

'l)J!e· of Security 

C'allnercial Paper 

}Is of Naveni:ler 30, 1983' 

(Dollars in thousams) 

CX>UJti B 

Principal 1lll>unt 
of Bonds and Notes 

$ 44,000 

23,300 
, 0 

· \rax ·Free Municipal securities 
\! ~ 

'\ 
$ 67,300 

\, 

\\ 

CX>IDH; C-E 
JiiDUiit carr1ea--

in the 
Balance Sheet 

0 

() 
$ 42, 741 

23,300 

$ 66,041 

Marketable securities axe carried at cx>st in the balance sheet. 'lhe cx>st of eat'h 
security approximates itS market value. 

'.' 
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0 
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I) 

·\0 

(/:; 
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-- :' -(~ 

Year Ended 
November j(), 

1983 

1982 

1981 

u 

(':: 

c 
8c1 

·o 

0 

- '}. 

r;· 

flCHEOOUl ,i1' - AMnl'lS RECEIVABLE FR:M REIA'1'ED 
PARJ.'I~ ~~TERS, ~.AN> 
~ C7DIER 'lllAN. REIA'1'ED PARTIES 

1982, and 1981 

OOUHI A ,= OOUJfi B 

Balan6e at 
Beginning 

Nallie of Debtor of Period· 

R:lbert H. ·King 

Rlbert H. King 

Rlt)ertH. King 

fl" ' . L._., 

$ 87,500 
(; 

$137,500 

$187,500 Cl 

Mditibns 

'<.~~::· 

lllDlnts 
,,:r COllected 

$~;1.4375 
-•/(~ 

$50,000 

$50,000 

i; $. -:--

. ~ - ,, .... ) .-. ,, . 

o-" 

Balance at Fn:J of Period 
current Not current 

$22,500 $35,625 
,·\. 

$5.9,000 $37,5()() 
. 

$50,000 $87,500 

In 1979, .the Q'Jnpany made an interest free loan of $250,000 to Rlbert H. King, \o!I» was QlaiI111an am Chief Execi¢ive 
Offi.c:er of w;-~ Book, Inc •. wttil ""rch 1983. niring r,~~s per~!Jd the loan wai.hi:epaid in roonthly installments of . 
$4,166.66. ·Winning March 1983 the 10<!!1 is being aoortized at $1,875 per nrmth under an agreement with the canpany • 

. ' ' 
., 

0 {) 
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0 
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Col11111 A 

Deacriptim 

Year.~ lbrallbtr 30, 1983:: 
All~. for llo!btful 
~ 

Year Ended ~r 30, 1982 
Allowance for llo!btful 

ACcX>lnts 

Year &Oer:J N:Well[ber 30, 1981 
Allowance for Jlo!i)tful 

Aco:>mts 

••••• • ••• •••••••••• 
0 

0 

. C> 

0 

'DIE ~· & FETZER CQIPANlf .~ SlB)IDIARY (l)tP~m 
scmw!B Vlll. - VAWATI~ ~ ~ ~ 

for the years ended. RJvEfllber 30, 1983, 1982, and 1981 
(lk>llap; in tmusanas) 

Colmo B 

Balance at 
BecJiminiJ .of Period 

0 

$12,545 

$12,022 

$12,124 

Coll.lln c 
AdiUtiCiiS 

diaiijEld to Cbsts di~Eld to OOier-
and Expenses Accounts - Describe 

" $ 8,192 $ 731 (A) 

.$ 7, 788 

$ 7,840 

(A) Reclassified fr.:m other balance sheet accounts. 
() 

Col11111 D 

Deductions 

$ 9,323 (B) 

$ 71 265 (B) 

$ 7,942 (B) 

COllllll E 

Balance at 
End of Period 

$12,145 

$12,545 

$12,022 

(B) ~ite-off of 1.W1COllectible accol.l'lts less rea:weries. '1he 1983 altol.l'lt also i:eflects ~ accol.l'lt mducti.on related to the 
disposal of operatiOlllil. ,, ,. 

lDJ.'E: In additim to the expense am:xnts in .Cbll.lllll C the Cb!pny charged bad .. ~t expense for $11,933, $11, 167 and $11,879 for 
the years ended N:w811ber '30, 1983, 1982 and 1981, i:elatin;1 to the sale of receivables to its wlx>lly-owned finance 
subsidiary, ~ld lb>k Finance,. Inc. l.l'lder the t;!!ms of an operating ~i;_eement. 'Die a>nsoli\iated financial ,~tenatts 
of this sli:Jsidiaey am a part of this form UHC Report. . · 

c 
II 

" 
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<DBlf A 

Cat930ey of ,, 
Aggmgate 
~-'D!m 

•) EMtcJlrinis 

Year. l1ilded 
NoY..i:ier 30, 1983 

Jilllolmts. Playable 
to Binks for 
Borrowings 

Year &ldeCI 
No'1811ber 30, 1982 

linr:>l.1ntS Playable 
to Binks for 
Borrowings 

Year &ldeCI 
No'lmiber 30, 1981 

lm)unts Playable 
to Banks for 
Borxowings 

a 

SCHEllJia IX -~ l!t1UOmQ; 

for the years 8'lded NoYaaber 30, 1983, 1982, ~ 1981 

(Dollars in th:>usanis) 

CX>Ulti·a CX>Ulti c CX>Ulti D CX>Ultf E 

~ 
MllXimllll 117erage 

Weighted Jmount Jlmount 
Balance at llllrerage Oltstanding Qitstanr:Jing 

&Id of Interest ll.lring the ll.lriD;I the 
Period Rate Period Period (A) 

$4,918 12·6• $5,427 $5,016 

() 

$4,971 16.6t $$,006 $6,007 

$4,506 16.5t $7,849 $6, 163 
" 

C:OUIB P 

Weighted llrerage 
Interest Rate 

ll.lring the Period 
Bued·cn Mxlthly 
llllrerage Balances 

OUtst:amin!I 

14.3t 

•) 

18.3t 

16.5t 

' At ?blanber 30, 1983, 1982 and 1981, the Q::llpmy maintaiMd short-tei:m debt balances due only to 
foreign banks· 

(A) 'lbe average anicMr.t outstanding duru,,;~t.t\e period was cxmplteCI by dividing the total of 
m::inth1nil outstandi11;1 principal ~ranees by 12. . 
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0 

'DIE scorr i PBl'ZBR <X11PAH! NI> SlBSIDIARY CX11PANIES 
SCHEIXJLB x - SUPPLlllBfrAR'l nmtB S'rATllEfr ~(6 

rel.atin) to oontinuirw:i operations\ for the years 
ended Nov'alber 30, 1983, 1982, and 1981 

(Dollars in' thomands) 

(I 

CollBlA Col11111 B 

Itel 

Year Bhded Noriabe:c. 30, 1983 

Maintenance and Repairs 

ldvertisin) 

Year &lded November 30, 1982 

Maintenance am Repairs 

ldvertisirw:i 

Year lh:led lb7eatler 30, 1981 

Maintenance am Repairs 

.Mvertisirr:i 

Q 

$ 7,120 

$21,651 

$ 7,081 

$.17,087 

$ 7,307 

$12,041 

0 

l:J 

.AID.nts for the nxtization of intangible 'assets, taxes (other than payioll and 
inccne taxes), ancl royalties have been excllded because such mounts wem less 
than 1 t of net sales. ' 

P-7 
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I certified public ao:ountanls 

0 

: 222 South Riverside Aaza 
; Olicago. hlinois 60606 . ,\ __ __.,;:::; 

.~ 

• telephone (312) ~500 
lwX (910) 221-5211 
cables Colybrand 

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

-:;; 

in principal """"' of !he world 
: :,J 

We have examined the consolidated balance sheets of World Book Finance, 
Inc. and its Subsidiary at November 30, 1983 and 1982, and the 
related consolidated statements of income and retained earnings, and 
changes in financial position for the years ended November 30, 1983, 
1982 and 1981. Our examinations were made in accordance with generally 
accepted auditing standards and, accordingly, included such t'.:lsts of 
the accounting records and such other auditing procedures as <le 
considered necessary in the circumstances. ~ 

In our opinion, the financial state~ents referred to above present 
fairly the consolidated financial position of World Book Finance, 
Inc. and. its Subsidiary at November 30, 1983 and 1982, and the 
consolidated results of their operations and changes in their 
financial position for the years ended November 30, 1983, 1982 and 
1981, in conformity with generally accepted accounting principles 
applied on a consistent basis • 

. ~r~L 
COOPERS & LYBRAND 

Chicago, Illinois o 
January 23, 1984 . 
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WORLD BOOK FINANCE, INC. AND ITS SUBSIDIARY 

CONSOLIDATED BALANCE SHEETS 
0 

November 30, 1983 and 1982 

(Dollars In Thousands) 

ASSETS 

Cash and short-term investments 
Finance receivables, net 
Due from affiliates • 
Accrued interest. receivable 
Other assets 

Total assets 
0 

LIABILITIES 

\': 

1983 

$ 28,943 
98,806 

6,038 
283 
570 

$1341640 
(~ 

" 

1982 

$ 29,855 
101,078 

2,357 
419 
181 

$1331890 

Current portion of long-term debt 
Accrued int'erest and other expenses 
Distributors' reserves 

$ 2,625 J$ 2,625 
3,833 3,933 

Unearned acquisition fees 
Long-term debt 

Total liabilities 

SHAREHOLDER'S EQUITY 

Common stock - authorized 1,000 shares, 
without par valu~, 261 shares 
issued and outstl;i'nding 

Additional capital 
Retained earnings 

Total shareholder's equity 

Total liabilities and 
shareholder's equity 

" 

The acco.mpanying notes are an integral 
part of the financial statements. 

() 

2 

3,010 2,504 
586 524 

861875 891500 

S6 1929 991086 

1 1 
26,000 26,000 
11,710 8 1803 

371711 34,804 

!1341640 $1331890 
~) 
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o WORLD BOOK FINANCE, INC. AND ITS SUBSIDIARY 
() 

CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS 
Cl 

for the ye~ars ended November 30, 1983, 1982 and 1981 
0 

(Dollars In Thousands) 

Revenue 
Facilitating fee 
Earned finance charges 

and acquisition· fees 
Short-term interest income 

Expenses 
Provision for credit losses 
Operating ex~enses 
Interest 

Income before income taxes 

Provision for income taxes 
Federal 
State and local 

Net income 

Beginning ret.ained earnings 

·'Ending retained earnings 

1983 

!.._) 

$12,997 

7,535 
2,852 

23,384 

1,259 
4,426 

11,776 

17,461 

5,923 

2,476 
540 

3,016 

2,907c 

8,803 

$11 171Q 

The accompanying not'es are an integral 
part of the financial statements. 

3 

1982 

$12., 102 

5,337 
4,989 

22,428 

2,0670 
3,828 

11,022 

16,917 

5,511 

2,275 
565 

2,840 

2,671 

6,132 

$ 8,803 

" 

1981 

$ 7,650 

1,156 
6,333 

15,139 

322 
2,178 
8,426 

10,926 

4,213 

1t75~~-) 
390" 

2t149 ' 

2,064 0 

4,068 

$ 6,132 
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0 

WORLD BOOK FINANCE, INC. AND ITS SqBSIDIARY 
{; . 

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 

for the years end.ed November 30, 1983 ,. 1982 and 1981 

(Dollars In Thousands) 

1983 1982 
G 

Sources of funds 
From operations 

Net income $ 2,907 $ 2,,671 
Add. (deduct) items not 

requiring funds: 
Decrease (increase) in 

operat.ions. portion, of 
due from affiliates 63 (2,142) 

Decrease (increase) in accrued 
interest receivable 136 1,156 

Q.Decrease) increase in 
accrued interest Ci 

0 and other expenses '" (100) ,744 
Increase in unearned 

acquisition fees 

~ 
62 21!2 

(Increase) decrease in 
other assets •'. ( 389) (117)' 

,I 

Total from operations 
'~ ,5/ 

2,6791/ 2,.554 

Increase in distributors' 
!/ .J 

reserves 2· 506 1 1058 

Subtotal 3,185 3,612 

Decrease (incrc,ase) 
in cash and 
short-term investments 912 121485 

$ 41097 $161097 

Application of funds 

0 

(Decrease) inc.,ease in 
finance receivables, 

Increase (decrease) in 
net $(2,272) 

nonoperations portion of 
due from affiliates 3,744 

Decrease (increase) in 
long-term debt 21625 

$ 41097 

The accompany:l.ng notes are an integral 
part of the f.inatlcial statements. · 

4 

$11,560 

1,912 

21625 

$161097 

c 

27 
~) 

1981 

$ ·2,064 

1,302 

(l ,.298) 

1,911 

193 
~ 

(19) 

4,153 

11242 

5,395 

(141292) 

$ (8 1897) 

$ 13,805 

(327) ". 

(221375) 

$ (81897) 
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WORLI> BOOK FINANCE, INC. AND I~S SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
II i--/ 

(D)'}lars in Thousands) 

1. Accounting Policies 0 

Principles 6f Consolidati?.!!. - The consolidated financial 
statements include the accounts of World Book Finance, Inc. 
and its wholly-owned subsidiary, United Consumer Financial 
Services Company (formerly Unbted Retail Finance Company). 
Intercompany balances and transactions have been eliminated. 

'· G 
0 

Relationship with Parent Compan} - Organization - World 
Book Finance, Inc. (the Company is a wholly-ownej 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 and its 
subsidiary, World Book Encyclopedia, Inc., on a nonrecourse 
basis under the provisions of an operating agreement, as 
amended, dated August 31, 1978. The agreement calls for World 
Book to make facilitating,, fee .payments to the Company as re­
quired to cause net earnings available for fixed charges as 
"defined" for each accounting period to be 150% of "'fixed 
charges" for such period. The nonrecourse receivables in the 
financial statements are stated net of the contract reserve 
which is described below. 

United Consumer Financial s·~~lces Company (United Consumer) 
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. 
Purchased receivables for Kirby Group distributors in Canada 

'2.8 

are financed through an advance to an affiliate, Scott Fetzer 
Financial Servi.ces of Canada, Inc. United Consumer is required 
by this operatfhg agreement to maintain, an allowance for credit 
losses of not less than 2% of its finance receivables. These 
receivables have unearned finance charges and acqu:?sition fees, c 
which. are r-ecognized over the terms of the receivables on an 
effective yield basis. The recourse receivables in tt:_,finan­
cial statements are stated net of the unearned finance charges 
and the allowance for credit losses. "· 

Short-Term Investments - These consist of comlJl~rcia~ paper and 
certificates of deposit that are carried at cost, which approx-

0 imates market value. Interest income is recognized as earned. 

Contract Reserve - Upon the purchase of nonrecourse 
receivables, an amount equal to not le.ss than .11% of the 
receivable balance is withheld, which is credfted to a 
contract0reserve to provide for uncollectible receivables. 
Receivables that are determined to be uncolY~ctible are 
charged to this reserve. Any amount in the cont'l•act reserve 
at the end of t:1e fiscal year in excess of the sum of0 5j of. 
the aggregate amount of all receivables ·1plus certain define'd "" 
past-due accounts can be remitted t6' World Book. The non-
recourse receivables in the fiGancial statements are stated 
net of tl'i'e contract reserv~. 

5 

0 
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WORLD BOCK FINANCE, INC. AND ITS Sl'BSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, Continued 

(Dollars in Thciusands) 

Accounting Policies, continued 

Distributors' Reserves - Upon the purchase of recourse 
rece11ral>les, ~n amount generally equal to lOj of the gross 0 
receivable balance is withheld and. credited to a00d-istributors' 
rese,•ve account. Defaulted accounts are charged against this 
reserve if they are not repurchased by the distributors. 

Amounts in the dis~ributors' reserves at the end of each 
quarter in excess of 15j c . .f a distributor's total receivables, 
but not less than $5, are ~remitted to th.at distributor. 
In some instances, when: a receivable does riot meet financing 
:st;andards, the entire recourse receivable may not be purchased. 
Ariy such amount not purchased is established as an additional 
deferred payable and is included Jii:ICJa part of distributors' 
reserves. Such deferred payables\·-are eligible for release to 
the distributor if the receivable is current ~t the midpoint in '.) 
the financing term. · 

Income 'taxes - The Company' i.. taxable income is included in 
the consolidated federal tax return of Scott Fet~er. The 

o f~deral tax provision is calculated on a'"> separate return basis,,, 
without any benefit for the surtax exemption. 

2. Finance Receivables 

The maturities and an analysis of the amounts deducted froin finance 
receivables at November 30, 1983 and 1982 are as follows: 

~ ~ 

1983 1982 
Nonrecourse Recourse Nonrecourse Recourse 

Due in one year or less $ 34,443 $28,741 $ 42,128 $25,730 
Due after one but not more 

than two years 39,920 8,144 45,866 7,292 
Due after two years 25,113 370 25,899 33lc 

Finance receivables 991476 3·1, 255 1131893 331353 
Contract re~erves (29,671) (39,850) 
Unearned finance charges (5,058) (4,773) 
All6wance for credit losses . (3,196) (1,545) 

Finance receivables, 
" net 69,805 29 1001 74,043 27,035 

Total nonrecourse and 
recourse finance 
receivables, net $ 98 1806 $101,078 

6 
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WORLD BOOj( . Fl,NANCE, INC, AN£i ITS SUBSIDIARY . ·. 
·NOTES TO CONSOLIDATED .FINANCIAL S'l;ATEMENTS, Continued ,, 

) 

(Dollars in Thousands) 

() 

2. Finance Receivables, c9ntinued 

The change in the contract reserve from December i; 1981.through 
November 30, 1983 is as fqllows: ,. 

- q 

Balance,·• beginning of year 

"' Amount withheld on purchase 
· of receivables 

Defaulted receivables 
Reduction in contract reserve 
Reserves returned per 

operating agreement 

-:'-

\~' 

" 

CJ 

0 

1983 

$ 391850 

16,201 
(15,152) 
(10,830) 

(398) 

(} ,- ' 

$., 36\ 333' 
0 

a ~·­
o 

15 ,;903 
,(13,187) 
-:,1 ., 0 

(599) 

f),, . (10 1179) 
• cP. 

.. ~-' 1 1517 

$ 3!f ,,850 

• 

• 
/if 

• 

• 

.;, 

Balance, erid of Year $ 291671 
., () - ::'.' -· "0 o· c; :) 

During 1983, tl:fe Company 0 reduced its cori'tract reserve by $10, 830 
tp reflect the eli(~iriation of defaulted receivables previously " 
carried in" the"' balance of the finance·. receivables. This reduction 

•·had no effect on net income ill 1983. ·~ 
0 

{) 

3. Distributors' Reserves 
-~: -~ :J) 

,)'" -') 

The ·folfowing z:eflects the cl}anges in the distributors' reserves 
from December\{: .1981 through November 30, 198.?: 

1983 1982 
" 

Balance, beginning of year . $ 2,504 $ 1,446 
Amounts withheld on purchases I) 4,404 0 3,873 
Repurchases (3,796) (2,752) 
Refunds to 

I.\(, 
distributors (102) (63) 

Balance, end of year ., 
,, $ 3,010 $ 2,504 

' ('; /! 
() 

() 0 

0 
') 

0 
·.,-, 

:30 

''{! 

\'.t.'i 

? 

'•i 

0 
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WORLD BOOK FINANCE, INC. AND ITS SUBSIDIARY 
.'') 

NOTES TO CONSOLIDATEiPFINANCIAL STATEMENTS, Continued 

(Dollars in Thousands) 0 

4. Long-Term Debt 

0 

Long-term debt at November 30, 1983 and 1982 consisted of 
the,, following: 

Promisfl,ory .notes.'f ,., repayable in annual 
instal!inents of $2,,625 to 1997, with a. 
final payment of $2,750 on August 31, ' 
1998, with lOj interest payable 
semiannually ' 

Promis·sory not;e repayable .in' five 
annual. ini:ita,,}lments cif $5 ,000 . 
commencing June 30, 1985, with 
14.75j interest payable semiannually 

Term loan maturing on August 17, 1985, 
with 15.25j interest payable quarterly 

Less current portion 

' Total long-term debt 
0 

$39,500 $42,125 

25,000 

25,000 

89,500 
2,625 

25,000 

25,000 

92 ,125 
2,625 

Aggregate maturities of long-term debt during the five-year 
period November 30, 1984 through November 30, 1988 are $2,625:) 
$32,6·25\) $7,625, $7,625 and $7,625, respectively, and $31,375 
thereafter. 

- . .!/' C' 

Under the most restrictive covenants of the debt agreements, the 
Company must maintain shareholder's equity of not less than 
$25 ,000 and may not pay or declare any dividend,. red . .eem, purchase 
or otherwise. acquire any shares of its a.tock unless the cumulative 
am.ount of all such pay:nents does not exceed net earnings subsequent 
to November 30, 1979. At November 30, 1983 retained earnings in 
the amount of $9,435 were•available for the payment of dividends . 

-:_. 8 
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EXHIBIT INDEX Q 
'10 F0IM 10-K 

'ME saJrl' & FETZER CD4PANY · 
For The Fiscal Year Ended 

· NQveni:>er 30, 1983 

0 

Exhibit ; , . Page Nllllber 

0 

Articl!'!S of Inoorporation !as emended) 
, 'o -;;'.'://'· 

Indenture betwee:l".The Scott & Fetzer c.onpany 
and ~ational City Bapk for 30 millioo. doll~q> 
of n:>tes ·" :; " 

0 

Note Agreement l:>etW!*!ll '1'he Soott .. & Fetzer · · 
~Y and .The Prudential Insurance ~11y 
of America for 40 millioo dollars of npte$ · 
., <' 
Note Agreement between world BOO~ Finjlnce, 
Inc., and 'lhe Prudential Insurance OXJpany 

• ,·- - • • <'\ 

of America for 50 million dollars of n:>tes 
0 

Note Agreement betWeell world Boat Finance, 
Irie. , .and The Prudential Insu~aribe c.onpany 
of America for a 25 millioo dq~lar npte 

Term loans cggregating 25 million. dcllars 
between world BoOk Finance, Inc.·,· and 
National City Cll¥1· SOciety National Banks 

,--.,,~~ 

'1'he Scott & F.etzer Cottpany stcick Option Plan 
adopted in 1!;173, as nnded \) ,. 

,_ <", 

The Soott & Fetzer c.onpany Stock option Plan 
adopted in 1981 b. •• 

The Scott & Fetzer stock optioo agreements 
dated NOvent>er 22, 1983 

. 

Amenclllent to stock optioo agreements made 
p:ior to Noventie.r, 1983 

Form of Deferred Conpansati& Agreement 
between 'lhe. Scott & Fetz.er ~y and 

~: 

C· 

.-.. 

c 

* 
* 

* 

* 

* 

"* 

* 

* 
i) (..' 

* 
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certain officers, enployee directors, and 
key enployees * 

(vi) 

(vii) 

(viii) 

Form of Deferred Conpensatioo Agreement r , 
between The Scott & Fetzer Conpany and 
nonenployee directors 

&iployment Agreement dated June 28, 1983, 
aid amenanents thereto, between The Scott 
& Fetzer Conpany and Mr. Ralph E. Schey 

&iployment Agreement dated Septelltler 15, 
1982, between The Scott & Fetzer canpany and 
Mr. Gacy A. Childress 

58 

62 

* 
(l~~ Ietter of understanding between The Scott & 74 .. 

(x) 

(xi) 

(xii) 

Fetzer COnpany and Kenneth J. Semelsberger 

Ietter of "'1derstanding dated February 23, 
198:3, between The Scott & Fetzer COnpany 
and K. WClyne Smith 
~~-' 

Amerlded Contingent Conpensation Agreements 
betweE!n The Scott & Fetzer Q:>npany and 
Messrs. Schey, Bebbington, Bradley, Kier, 
Rajki and .Semelsberger 

OJnsulting Agreement dated February 22, 
1983, between The Scott & Fetz(,r COnpany 
and Robert w. Bjork 

76 

78 

93 

(xiii) OJnsult;ing Agr:eement between The Scott & 95 
Fetzer COnpany and Stephen H. Full,~.r 

(xiv) .Insurance CX>ntracts between certain officers 
and enployees for long-term disability and 
death benefits * 

(xv) Form of agreement to reint>urse medical 96 
expenses to directoi:s and certain enployees 

(xvi) Form of $50,000 term life insurance. policy 108 
for n:inenployee directors 

(13) /The Scott & Fetzer's 1983 Annual· Report to HS 
~ Shareholders 
""""--~== .. 

(22) SubSidiaries of The Scott & Fetzer Conpany 139 

J *Previously filech incorporated herein by reference. 
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'l1iE SCD1'l' & FE.'l'ZER <XH>ANY 

Stodt Option Agreement under the 
lt>dified 1973 stodt Option Plan 

lillERFA"l, (hereinafter11 called 
the •Clp);ionee") is a JteY enpioyee of ThEi soot£ & Fetzer C:O:'lpally (herein~'fter .· · 
called the •catpany•) i and . '·' . i! 

" WBERFAS, the execution of a Stock Option Agreement in the form hereof 
has been duly authc>rized by a resqlution of the Board of Directors of the 
Cc:mpany or its Conpensation and Organization Cannittee duly a:k>pted on Noverrber 
22, 1983, and inoorporated herein by referencei (i 

0 

N'.M, THEREroRE, the ~Y hereby grants<>to the Optionee an q:>tion to 
purchase C.or11110t1 Shares without par value of the c.onpany ( "C.onm:>n 
Shares"), at the price of Forty-two and three-eighths of DQllars ($42.375) per 
share, and agrees to cause certificates for artJ shares acquired in respect of 
this q:>tion to be delivered "to the Optionee"'upon receipt of the purchase IXice 
in cash, or in whole or in part in CoJmai .Shares, or surrender of this option or 
any portion hereof in acoordance with and subject to all oooditions and 
limitations oontained in artJ authorization to the Optionee by the Board of 
Directors or its c.atpensation am, Organization c:aunittee to surrender this 
QPtion, all subject, however,. to the terms and conditions hereinafter set 
forth: 

1. (a) 'Ibis q:>tion (until terminated as hereinafter provided) shall 
be exercisable only to the extent of one-fourth of the ColmKln Shares hereinabove 
specified after the Optionee shall have been in the oontinuous enploy of the 
C.orrpany and a subsidiary or either of them for one full year from t«:>verrber 22, 
1983 and to the extent of an additional one-fourth of such OJmton Shares after 
each of the next three successive years thereafter during which the .Optionee 
shall have been in the oontinuous enploy of the catpany and a subsidiary or 
either of them. For the purposes of this paragraph, leaves of absence approved 
by the Board'of Directors of the Conpany for illnesi::, military or governmental 
service, or other cause, shall be oonsidered as enployment if such leave does 
not exceed 90 days, or, if longer, if the Optionee's right of re-employment by 
the U:lnpartJ or a subsidiary is guaranteed either by statute or by contract. To 
lihe extent exercisable, this q:>tion may be exercised in ...tiole or in part fran 
time to time. 

(b) In the event that the Optionee shall have retired under a 
retirement plan of the COnpany or a subsidiary, either at normal retirement age 
or at an earlier age in acoordance with such retirement plan, or in the event 
that the. Optionee otherwise ceases to be an enployee of the Conpany or a 

. l!ubsidiary under circumstances which are determined by the Board of Directors to 
tk for the convenience of the COnpany, in either event prior to this option 
becanin9 exercisable to its full extent, this q:>tion shall be exercisable to 

\\ 0 
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Such additional extent as the 8oaid of Directors authorizes prior to the time at 
which this Option terminates. 

2. '!his q>tion shall terminate as follows: ~ ': 

(A) Ql the date upon which the Optionee ceases to be an errployee 
of the Conpany Cit a subsidiary, 111less otherwise provided in this 
paragraph 2; 

(B) 'Dlree nonths after the Optionee ceases tX> be an eiployee of 
tbe Conpany or subsidiary by reason of retirement under a retirement 
plan of cthe c.onpany or a subsidiary at or after mrmal retirement age 
provided for in such retirement plan or retirement at an earlier age 
with the CXll'lsent of the. Board of Directors; 

(C) At such time after the Optionee ceases to be an enployee of 
Conpany or a subsidiary as the Board of Directors shall establish but 
in any event m later than the time prescribed by (E) bele>Wi 

(D) Nine nonths after the death of the Optionee if the Optionee 
dies whil~:-•u1 enployee of the c.onpany or a subsidiary or within the 
periods referred to in (B) or (Cl above; or 

(E) Ten. (10) years fran the date on which this option was 
granted. 

In the event the Opti<r"'~ shall intentionally a:mnit-•an act materially inimical 
to the interest of th~,...bnpany or a subsidiary, and the Board of Directors shall 
so find, this q>tion Shall terminate at the time of such act, mtwithstanding 
any other provision of this Agreement. Nothing conta~ in this option shall 
limit ~atever right the c.onpany or subsidiary might &herwise have to terminate 
the emi>loyment of the Optionee. , 

3. In the event of 

A. 'Dle at."qllisition or ownership of 30% or nore of the voting stock of 
the Conpany by any persoo (as the term "person" is used in Section 13(d)(3) or 
Section 14(d)(2) of the Securities Exchange Act of 1934 ("Exchange Act")) as a 
consequence of a tender offer or offer to purchase, market or privately 
negotiated purchases, or any other event or circumstance, as disclosed or 
required to be disclosed in a report or an amendment to a report on Schedule 
13D, Schedule 141>-1, Schedule 13E-3 or Form 8-K (or any successor schedule, 
form, or report under the Exchange Act h / 

// 
B. 'Dle merger or consolidation of the ~~Y with another 

corporation, the.sale of all or substantially all its assets to another entity, 
or any other fundamental change, to the extent that, as a result of such merger 

-· or con~)lidation, sale, or change, either less than 70% of the outstanding 
voti~._ securities of the surviving or resulting corporation are owned in the 

0 
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~regate by the persons wlx> were the shareholders of the Conpany illlllediately 
prior to such merger or <Xll'lsolidation, sale, or chanqe, or the canpeny ceases to 
be required, and any such surviving or resulting corporation is not required, to 
file information, d:>curnents, a'ld reports ln'ler Section 13(a) of the Exchange 
Acti or 

c. A change in the aJ11POSition of the Dir~1ctors of the Company to the 
extent that, during any period of tw::> consecutive years, individuals wlx> at the 
beginning of any such period constitute the Directors of the Company cease for 
any reason to constitute at least a majority of such Directors unless the 
election, or the nomination for election by the shareholders of the Compan¥, of 
each new Director of the Conpany was a~roved by a vote of at least tw::i-thirds 
of the Directors of the COrrpany then still in off ice ~ were Directors of the 
COnpany at the beginning of any such periodi 

' 

the Optionee may, during the period beginning on the third a'ld ending on the 
twelfth business day after a quarterly or annual sunmary statement of sales and 
earnings of the Conpany has been released for publication following such e11ent, 
surrender this option and receive cash in an anount equal to the excess of the 
aggregate fair market value at the date of surrender of the full nwcber of 
Conm:>n Shares covered by this option at such time, wi5hout regar:d to any limited 
extent to which this option otherwise w::iuld be exercisable, 0o1er the aggregate 
option price of such Comnon Shares. For purposes hereof, "fair market value" 
means the closing price of a Comnon Share on the New Vork Stock Exchange on the 
date of surrender or, if not a trading day, on the next succeeding trading day. 

4. 'Ibis option is oot transferable by the Optionee otherwise than by 
will or the laws of descent and distribution, and is exercisable during the 
lifetime of the Optionee only by him or by his guardian or legal 
representative. 

5. 'Ibis option shall not be exercisable if such exercise w::>uld involve 
a violation of any applicable securities law, and the Company hereby agrees to 
make reasonable efforts to CXlll'ply with any applicable securities law. 

6. '!he Board of Directors may make or provide for SIJch adjustments in 
the option price and in the nurrber or kind of Comtnn Shares or other securities 
covered by outstanding options as such Board in its sole discretion, exercised 
in good raith, may determine are equitably required to prevent dilution or 
enlai:gement of the rights of the optionee that w::iuld otherwise result fran (a) 
any stock dividend, stock split, oombination of shares, recapitalization or 
other char1<;1e in the CaJi>ital structure of the Conpany, or (b) any merger, 
consolidat1oN, separation, reorganization or partial or oomplete liquidation, or 
(c) any other corporate transaction or event having an effect similar to any of 
the foregoing. No adjustment provided for in this paragraph 6 shall require the 
Cortpany to sell any fractional shares. 

EXECUTED at Cleveland, Cllio this_ day of • 

'DIE scorr & FETZER OJMPANY 

'!he undersigned C>Ji>tionee hereby acknowledges r~ipt of an executed 
original of this Stock Option Agreement. 

ope1onee 

' "t!." ~ .... " ,, 

3k -, 



'mE 9Drl' & FETZER <DIPANY 
Incentive Stodt Option 
Agreement ll'lder the 

1981 Stodt ()ption Plan 

. WHERFAS, (hereinafter called 
the "Optionee") is a ...,ke"'y....,e""1'"'ip ... loy"'""ee~""Of.....,1\i....,,e-sco,...."'E""t...,.&.,F"'e,.,.t"'"z""e-r-carpany (hereinafter 
called the "O:xtpany") : and 

ifiEREAS, the execution of a Stock Option Pigreement in the form 
hereof.has been duly authorized by a resolutioo of the Boaid of Directors of the 
Carpany or its 0:..1pe.1Sation and Organization Comnittee duly ai:>pted oo Noveni:>er 
22, 1983, and incorporated herein by reference: 

?Di, 'IHEREFORE, the O:xtpany hereby grants to the Optionee an option 
to purc.ilase Cormal Shares without par value of the O:xtpany ("camon 
Shares") at the i;r1ce of Forty-two and three eighths Dollars ($42.375) per 
share, and agrees to cause certi.ficates for any shares acquired in respect of 
this c:pti,on to be delivered to the Optionee upon teceipt of the purc.ilase i;rice 
in cash, Cl'r,in whole or in part in Camion Shares valued at fair market value as 
pCOYided in ~::aragraph 4, or surrender of this c:ption or any portion hereof in 
accordance wH:h and subject;. to all oonditions and limitations contained in any 
authorizatior'i to the Optionee by the B:>ard of Directors or its Cl:Jnpensation and 
Organizatiori; Comnittee to surrender this option,. ·all subject, however, t:p the 
terms and cn'?ditions hereinafter set forth: ' 

\' 

'~"' 
l'}> .. 'Ibis cption (until terminated as hereinafter provided) shall 

be exercisable only'·to the extent of one-fourth of the Colil1l00 Shares hereinabove 
specified after the Qptionee shall have been in the continuous etiploy of the 
Conpany and a subsiq.tacy or either of then for one full year from November 22, 
1983, and to the extent of an additional one-fourth of suc.il Q:mron Shares after 
eac.il of the next t.hree successive years thereafter durin;i whic.il the Optionee 
shall have been ~r the continuous etiploy of the Conpany and a subsidiary or 
either of' them. ?or the purposes of this paragraph, leaves of absence approved 
by the Board of Directors of the Company for illness, military or C}:>vernmental 
service, or other cause, shall be considered as enployment if suc.il leave does 
not exceed 90 days, or, if longer, if the Optionee's right of re-enployment by 
the Conpany or a subsidiary is guaranteed either by statute or by contract. 'lb 
the extent exercisable, this option may be exercised in W'lole or in part from 
time to time. 

2. 'Ibis option shall terminate on the earlier of: 

(A) 'lbe date upon whic.il the Conpany or a subsidiary receives 
notice that the Optionee intends to cease his etiployment with the 
Conpany or a subsidiary (other than by reasoo of death, retirement, 
or disability), unless otherwise provided in this paragraph 2; 
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(B) '!be date thne lllXlt:hs after the Optianee ceases to be an 
~loyee of the <>::epany Ol' a subsidiary I:!{ reason of retirement 
Wider a retirement plm of the ~ Ol' a subsidiary at Ol' after 

. normal retireirent age ~ided for iO such ietir rt: plan Ol' 
retirement at an earlier age with the consent of the Board of 
Directors1 ° 0 

0 - ,, 

(Cl At such time after the Opticnee ceases (other than I:!{ 
rea&e11 of death, retirement, er disability). to be an eaployee of 
the 021p1ny· or a amidiary • the Board of Directors shall 
establish but in any event no later than the date thne lllXlths 
after ~· Optionee ceases ,to be an enployee of the Ocnl'BnY er a 
subsidiary. 

U» Twelve .nmths ··· afterJ the .death er. disability of the 
Opticirii!e if the Opticnee dies er: becanes dtsabled while an enployee 
of the Ocllpmy er a a!bsidiary; · or · 

(E) Ten (10) years fran the date en which this optien was 
granted. 

~-=~the event the Optionee shall intentienally CXllllllit ., act llllterially inimical 
to the interest of the ~ ex a subsidiary, an3 the Board ofFDirectors shall 
so find, this q>tion shall ~'!rminate at the. time of .such act, notwithstanding 
any other provision. of this 1t91:11!1!1111!nt. Nothin;J contained in this option shall 
limit Wiatever right the Oonpany or l!Ub$idiary might ol:herwise'·have to terminate 
the enployment of the Optionee. 

33 

3. In the event that Optionee exercises his rights in:Jer this 
Optien in whole or in part durin;J the time period cxnnencing en the date ninety 
days before this Option terminates pursuant to paragraph 2(A), theil, as to the. 
shares purchased pursuant to such exercise, the Ccnpany shall have the right, at 
its electien, to repurchase such shares fran Optionee for the i;rice of FOrty-two 
and three eighths Dollars ($42.375) per share. tp notice of .~ch election. by 
the Oonpany, Optienee shall cause 'bertificates for my shares acquired in 
respect of such electien to be delivered to the ~ upon receipt of such 
purchase i;rice in ca&h. 

4. · In the event of 

A.' 'l'he acquisition or ownership of 30% or nDre of the voting stock 
of the Oonpany I:!{ any person (as the term •person• is used in Section 13 ( d )( 3} 
or Sectien 14(d)(2) of the Securities Exchange Act of 1934 (•Exchange Act")) as 
a consequence of a tender: offer Ol' offer to purchase, market or privately 
negotiated purchases, er a;1y other event or circumstance, as diDi::losed or 
recJJired . to be disclC!SE!d in a rl!P)rt 01· an ameidnent to a report en Schedule 
13D, Schedule 14Irl, Schedule 13E-3 or FOrm 8-K (or any successor schedule, 
fOl'l'll, or report under the Exchange Act); 

,, \\ 
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i; B. '1h! merger 9C consolidatioo of the caipany. with _another 
corporation, the sale of all or substantially all its assets to another entity, 

. or any other fundamental change, to the extent that, as a result of such merger 
or consolidation, sale, or change, either less than 70% of the outstanding 
voting securities of the surviving or resulting ex>rporatioo are owned in the 
~Legate by the persons lotlo were shareholders of the Olnpany imnediately prior 
to such merger or consolidatj91l, sale, or change, or the caipany ceases to be 
required, a'ld llny such eutviving or teSulting ex>rporation is rot teqUired, and 
any such surviving or resulting ex>rporatioo is rot required, to file 
infollllation, doalnents, a'ld reports under ~ec:tion 13(a) of the Exchange Act: or 

C. A change in the carp:>sitioo of the Directots of the Ccxlpany to 
the extent that, during any period of two ccnsecutive years, individuals \ltlO at 
the beginning of any such period constitute the Directots of the caipany cease 
for llllY reason to constitute at least a majority of such Directors unless the 
election, or the nomination for elec:tioo by the shareholdets of the canpany, of 
each new Director of the caipany was awLOYed by a vote of at least two-thirds 
of the Direc:tots of the caipany then still in office wh:> were Direc:tots of the 
c:aipany at the beginning of llllY such period: 

the Optionee may, during the period beginning on the third am ending 00 the 
twelfth business day after a quarterly or annual sunmary statement of sales and 
earnings of the Q:lnpany has been released for publicatioo following such event, 
surrender this cption am receive ca5fi::L·L:'ll'l C1110unt equal to the excess of the 
aggregate fair market value at the date of surtender of the full nlJlllber of 
camon Shares ex>vered by this cption at such time, without regard to any limited 
extent to which this optioo othetwise would be exercisable, over the aggregate 
option price of such OJnm::>n Shares. For purposes hereof, "fair market value" 
means the closing price of a Con110.1 Share oo the New York Stock Exchange on the 
date of surtender or, if rot a trading day, oo the next succeeding trading day. 

5. '!his optioo is not transferable by the Optionee othetwise than 
by will or the laws of descent and distribution, and is exercisable during the 
lifetime of the Optionee only by him. 

. "\ 

6. '!his cption shall rot be exer,cisable if such exercise would 
involve a violatioo of any a~licable securiti~\s law, am the Collpany hereby 
agrees to make reasonable efforts to CX>11ply with lllly applicable securities law. 

7. Anything in this Optioo to 't."ie ex>ntrary rot withstanding, this 
Option shall rot be exercisable ~ile there iS' outstanding (within the neaning 
of Section 422(A)(c)(VII) of the Internal Revenue Code) any Incentive Stock 
Option ~ich was granted before the granting of this Option to the Optionee to 
purchase stock of the Q:inpany or of a corporatioo which (at the time of the 
granting of such Option) is a parent or subsidiary oorporation of the canpany, 
or is. a predecessor oorporatioo of any of such oorporation. 

8. '!he !bard of Directors may make or provide for such adjustments 
in the option price and in the nlJlllber or kind of Comnon Shares or other 

39 
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securities C01Tered by outstanding options as such Boatd in its sole discretion, 
exercised in good faith, may determine are equitably r:equired to pi:event·· 
dilutioo or enlargement of the rights of the optionee that would otherwise 
result fran (a) any stock dividend, stoclc split; CXl!Dination of shares, 
recapitalization or other change in the capital structure of the Ccnpany, or (b) 
arry merger, consolidation, separation, reorganization or partial or canplete 
liquidation, or (c) any other ootp0rate transactia'l or event havi1¥;J an effect 
similar to ~ of the foregoi1¥!J. No. mjustment provi~ for in this paragraph a 
shall require the Q)npany to sell any fractional sham. 

' 
EXEalTED at Clevel~f'Chio this _ day of ----- 1984. 

THE scarr ' FETZm <nll>ANY 

(i 

o 'Itle in:Jersigned Optionee hereby acknowledges receipt of an executed 
original of this Stock Option .Agreement. 

(_! 
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'' . "'l'Ukt,_,HBR.....,. I.ISOLVl!D, that each Stock ~ion ~Wit I.Mer ~ ftldified 
1973 Stock ~ion Plan ente~ into by am between the 01:vll)llY and 1~ioneee 
prior to.Novi!llbtr .1,.1979, be ameildecf"~ deleting in it eliEirety the lancnuAe 
relatq to Ocntingent Stock ~iaticn Ri~hts .granted by thii 8oatd of -
Directors en Januaiy 22, 19'0' in! Sllbetitutm,J the~r the language contained 
in Annex VIt attachild ·hereto. · 
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'In .. the event of 
i~ '~,.-.''\·,' ·'· 

.'!"'A. '1'.tle acqilisitiRn ~r ownersbip,of0 Jo\ qr: mo~,e ot the 
voting,, .. stock of th.• Company by any pe~1so.~1 (as the term 

n 
0 

"~rson" it"US,ed in Section 13(d)(3) or\\Section lt(d)(2) of 
,. the, ~?Uri ties Exchange A~t of" 193.f ( "Ei!;~hanqe .~ct")) as a 
· ,consequence of a tender roffer or offer t1., purchase, m&rket 

or p~ivatel'y negoti,,.t'id. pu,r<i,hases, or any other e"--~nt or _ 
cii:o.J;WllStance, as disclpsed ~Jr· i:'equired to t?~.,disclosed in· a 
,.repo1£t or an . amendment. to a" repor~ on Schedule 13D, · 

\, 

Scheoule ltD-1, Schedule l3E-~. Cl,!'. For111 8-K (or any .• 
~,µccessor sr;hedule, )~c?rm, or l:'eport under the Ex.change, Act); 

0 ·, 

B. Thu ~e~ger or con'!.olidation of .. the Company wi~h 
~other coi;poratRon!. the ~ale of a11 or slJ._bstantial''l.y al 1 
its assets to0 an~~l't\9r entity, or any o.theb·,f.undamental 
change, to. ~he exter.t · tl)at .• -~s a ~esult of ··such merger or 
conso.}idatiqn, sale •. or chanqe,, ,~ither less than 70\ of 'the 

0 
outstand~nCJ'';~ot•ing securities of· the survJ~,inq oc res~iting 

"'... corporat~\on ai:e o""1ed in the aqgreqate by' the persons "who 
··were ·the shareh::ilders of the Company il!lllediately prior to 
-such me,r.ger or ,,consolidation, saie, or. chanqe, or tht:t 

,, ~COl)!Panf'.a;<=ea15es_ to. ~f'+ required, an~ any such. suryi ving o~ 
res;iltingd:cycporation cis not required. to file information•; 
,dociuments, and repol"~S under Section lJ(a) of the Exchange 
'-Act.;_ or . . . \ J ., .. 

u.... . ·-~ ,......._ 

, . c. A chan~e in the collJpositioz.t of t( \ Di:!ct()fS of"' 
·the Company to the extent that, durinq any'-period ·of two· .·· . 
~?nsecuti,ve Y•!lrS, individual,s who at the beqi'f'lninq 'o'f a~y 
~µch P!riod constitute ~he ~.irector,s of the .. Company Gease 
,for any reason tc:i constitute at least. a majority of such 

? Di.rectors unless the_:-t'lection, or the n.ooiination for 
election by ,the, shaL:.-nolders of the Company, c;>f e!lch new 
Director of t~e Company was appro!!ed by a vote of at least 

. two-thirds ~cf the Directors of the ColiipanY,;;then still in . 
office •we ·~r~ Directors of 'the ComP&nY at 'the b!i19innin9 

•' \· ;:,::: '· 
of ~y;~~~ieh period; c · 

th• op®ionoe,may, during the.period beginning on t~e,thir~ and 
e'l\ding on the tWelf~h busi\n.•s• day after a qu~rterly or annual 
sii.."Dary ati.at811Mtnt of salesi'md earnings of the CC>,'!'pany ~~s beer.:: 

.·. Yre11~ased for publication ~tl'.,lovinq such event; surrenft~~ this. 
~ptinn and ree•ive cash in· .an ~unt ~al to the excess of the 
aqgreo,,,!'f>. fair market val,ue at. tn• ·d~te· of surren.!Ser .of.-,the 
full n~: ~r of Comion Shares cover-? .by this option at such . 
ti~. vi'thout rttCJ~rd·toany limited eztent to which th~s option 
othe~vise W,9Uld t>eb.:'i-1!='.~igable, over the agqr!gat.~ ,9pt·ion price 

cc!Jf s\l~~ Common'Shares. For purposes heraof, fair market 
~;o.value" ··~:i~ans 'the' closing price.'_9f _a ComJlion Share oi· nf the New 

York··Sto'ck Exchange on.the datf:i of 5\.tr~ender <;!_r, not a 
trading day9_on the next succeeding tradinCJ day.· 
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In the event of 

, ,ft•, .The acquisition or owership of 30\ or more of the 
vbtinq stock of the Company by any person (as the term 
"person" is used in S9ction 13(d)(3) or Section l•(d)(2) of 
the securities Exchange Act of 193• ("Exchanqe Act")) as a 
consequence of a tender offer or offer to purchase, market 
or privateiynegotiated purchases, or any,other event or 
circUlll$tance, as disclosed or required to be disclosed in a 
report or 1an · amendment to Jl report 13n Schedule l3D, · 
Schedule l•D-~, Schedule t~;£-3 or Folt'm a-K (or any 
successor schidule, form, ;:C?r reporJ,: under the Exchange Act); 

<) . . , ~ 9 

B. The merger or consolidation of the Company" with 
another corporati~~. the sale of all or substantially all 
its assets to anotner entity, or any other fundamental 
change, to the exte!lt that, as a result of such merger or 
consolidation, sale., or change, either less than 70\ of the 
outstandinCJ voting &fl!CUritiei;; of the surviving or resulting 
corporation are owned il'c'the aggregate by the persons"who 
were the shareholders of ~he Company i11111ediat~~Y prior to 
such mer9er o.r consolidat1011, sale, or change,· or the 
Companf)ceases to be reqUired, and an~ such surviving or 
res1.0ltin9 corporation is not required, to file information, :• 
documents, ct.nd '·reports under Section l3(a) of the Exchange 
A~t; Or· 

:r 

. · c. A cbt.n.CJe in the composition of the Directors of 
the Company to the extent that, du;in9 any period of two 
coni;;ecutive years, individuals who at ~~e beginning of any 
such period constitut.11 ~he Directors of' th'! C«;1mpany C,!!ase 
for any reason to constitute at least a maJor1ty of each 
Directors unless the election, or the nomination for 
electi~n by, the shareholders of the Company, of each new 
Director of the Company was approved by a vote of at least 
two-thirds of the Director• ~f the Company then sti~l ~n 
office who were Director• of the COlllP&nY at the be91nn1ng 
of any such period; 

the Optionee ~y, during ~he period beginning on.the third and 
ending on the twelfth bus1~ess day after a quarterly or annual 
sumnary statement .of salesvand earnings of the Company has been 
released for publication followinCJ such event, surrender.this 
option and rec!live cash in an° qount equal to the oxces~, of the 
agqregate fair;, market value at the date pf surrender of the 
full number of Coa111on Shar.is.cover:ed'by this option at such 
tiJ!1e, wi.thout ·regard to any limit~ esten~. to which this option 
otherwise wuld be exercisable, over the aggregate option price 
of such C011111on Shares. For purposes hereof, "fair market 
va'iue"'means the closing price of a Conmen Share on the New 
Yo~!t Sto'Ck Exchange on the date ?f sur~ez:ider or, if not a 
trad~n'gday, on ,the next .r;;ucce~d1n9 trad1n9 day. 
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THE SC01T & FET'~ER COMPANY 

Stock Option Agreement under the 
Modif"ied 1973 Stock Option Plan 

, .-. / 

WHEREAS ·(hereinafter called the "OptioneL;") 
isc-il key employee of The Scott & Fetzer Company (hereinafter called the "C'omp:my"); 
1nd. 

WHEREAS, the execution of a Stock Option A~ment in the form hereof 
Jw been duly authorized by a resolution of ~ho Board of Directors of the Company or 
its Compensation Committee duly •dopted on November .22 , 1977 , and 
incorporated herein by reference; . 

) ~ . 
NOW,. THEREFORE, the Company hereby grants to the Optionee an option 

to purchase Common Shares without par valur: of the Company 
("Common Shares") at the price of 1 Dollars (S ) 
per share, and agrees to cause certificates for any shares acqi.i~ in. respect· of this option 
to be delivered to the Optionee upon receipt of the purchase pri~\in cash or surrender 
of this option or any portion hereof in accordance with ancVsubject to all conditions 
1nd limitations coptained in any authorization to the Optionce by the Board of Directors 
or its Compensation Commit,ee to surrender this option, all subject, however, to the terms 
1nd conditions hereinafter set forth: 

I. This option (until terminated as hereinafter provided) shall be exercisable 
only to the extent of one-fourth of the Common Shares hereinabove specified after the 
c;>ptionec shall have been in the continuous employ of the Company and. a subsidiary 
or either of them for one full year from the date hereof a~d to the extent of an additional 
one-fourth of such Common Shares after each of the neis,t three successive years thereafter 
during which the Optionce shall have been in the continuous employ of the Company 
and a subsidiary or either of them. For the purposes of this paragraph, leaves of absence 
appfOvcd by the Board of Directors of the Company for illness, military or governmental 
service,. or other cause, shall be considered as e'!lploymcnt if such leave does not exceed 
90 days; or, if longer, if the Optionee's right of re-employment by the Company or a 
aibsidiary is guaranteed either by statute or by contract. To the extent exer-·isable, this 
option may be exercised in whole or in part from time to time, 

77/NQ 

2. This option shall terminate on the earliest of the following dates: 
'I • ('. 

(A) On the date upon which the Optionee ceases to 
be an employee of ill--, Com.,any or a subsidiary, unless he 

II · 
ceases to be such emply,yee by reason of death or in a manner 
described in (B) bel~w; 

(B) Three months ;ifler the Optionce ceases to be 
111 employee of the Company or "\·~.!lbsidiary by reason of 
termination of employment umfor circumstances determined 

,\ 

\\ 



c; 

J 

. 

• · by thi; Board· of Directors to be' for the convenience of the 
' ' '' ·- ' . ' ' ··- ' ' ' - '_- (.i' '. ,, 

eom~y. ~tirement under a retirement plan of the 
Com)J3Ry or a subsidiary at or ;ifter ne>rmal retin:$ent age 
P19vid~ for. in Sl1ch0 retirement pJan or retirement at an 

o 0 -1icr •F with the conscn~ of the BoarcJ of Diret:ton; 
,. ~ \\;,<'' • 

CCl Nine months aft~r the death of the Optioncc if 
the Optipni=e dies While !IR. employee of the Company cfr 

· · a subsidiary or. within thi; three-month period refened to 
'ill (B) ~bove; or 

II 
'! _,,, •• 

··• dJ .. ' 

,. · 0,>) .:Ten ,an from the dat~ on. which this optid'n 
WU gran'°41, . ". . . 

. . Q Q . 
In t]ie. event the Optioncc shall intentipnally commit an act materially inimical to thi: 
interests of lhe Company or a subsidiary, and the Board of Directors shall so find, this 
C!JPtion shall t~ina~,e at the tjmc of such act, notwithstanding any other provision of 
'Chis •• ~ment. Nothing c:ontained in this option shall limit: whatever right the Company 
or a subsidiary ll!jgh. '( otherwise" have tp terminate the. emplo. ymcnt of the Optionei;. 

'~- ., 

3, This option is not transferable by the Opfionee .otherwise than by will 
. or 'the la~ l)f dcsc:cnt and distribution, and is exercisable, during the li(etime 9f the 
Optioncc, only by :,.him. o 

4, . This option shall not be excrcisal>le if such exer~ would . involve a 
Yiolation of any appli~ble s.tate sccui:itics law, and the Company hereby 2grccs to ll):ike 

'iasonable ~fforts.to comply wi~h any applicable state securiti~ law, If the Ohio Securities 
vlAct . shall be applicable to this option, it shall not be exercisable unless '!!lder 5;!id Act 
" at the lime. of exercise the Common Shares. or other scc:urity that. may be acq~ired 

hcreun4er arc exempt, arc the subject matter of ~ exempt tra°'3ction, are registered 
by 4escription or bv qualification, or at such time ~ 'the ·subject matter or a transaction ,, 
which has been rer,istercd by description. 

$. This option shall not be· exercisable if at the time of exercise, such exercise 
would require registration under the Securities Act of 1933, a.~ amended, or und~r any 
similar federal securities law then in effect, of the Common Shares or other scc11rities 
to be acq11ircd hereunder, and suCh registration shall not then be effective. The Company 
lhall register the Common Shares or other securities covered by this option under any 
liUch law if (i) such registration shall be necessary to the exercise of this option and the 
Board of Directors shall not determine th!lt s11ch registration \VOUld result in undue expense 
or undue hardship to the Com1>3ny or (ii) the Board of Directors in its sole discretion 
shall determine that such registration is desirable to effect the"purposes for which this 
option is grantee! and would not result in u~llC' expen5c or undue hardship to the 
Com1>3ny. ~· ·· 
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6. The Board or Directors may make or provide for such adjustments in 

the option price and in the, number or kind of Common Sh~rcs or oth~r sccuritic5 .covered 
by ou1standi11J options as such Board in i!• sole discretion, c.xcrciscd in 1ood f:aith, nmy 
determine arc"equitably required to prev~!!t dilution or enlargement of the rights of the 
optioncc thafwould otherwise rcsl!lt from {a) any stock dividend, stock split, combination 
of shares. recapitalization or· other change in the capital structure of the Company, or 
(b) any mcrpr, consolidation; scpar.ation, reorganization or partial or complete liquidation, 
or (c) any other corporate transaction or event havlng an effect similar to any of the 
lorc!tOinl· No. adjustment provided for in this paragraph 6 .shall require the Company to 
sell any fractional share. :' · ,, 

;, EXECUTED at aeveland, Ohio thiJ 5th day of Deceaber. 1977. 

(~ 
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1T & FETZER COMPANY 
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'lhe undersigned Optionee hereby acknowledgee receipt of an 
executed original of thia Stock Option Agreement and represents that 
it ~' hia intention that' all aharea _of C:O-On Stock or other securities 
acquired by hill hereunder will b• acquired for_ inveat11ent and not with 
a view to diatributlon. · -
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l'UkliiBa 11!3X.VBD, that Mth .. Incentive Stock 9J;Jtion Agtwt Wider the 
1981 Stock ~ion Plm heretofote entered into by anCI between the 0-.;iany and 
~ionees be w.'1dld by de~:ff.:i paragraph 4 in its entitety

0 
and aubatituting I) 

thetefote the lquage con in Annex v attached ,~tetoi 
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' 4. In th• event of 

·. 

A. Th• acquisition or ownership of 30\ or more of the 
voting atoct of the Company by any person (aa th• tena 
"person• ia used in Section 13(d)(3) or section 14(d)(2) of 
the lecuritiea Exchange Act of 1934 ("Exchange Act")) as a 
consequence of a tender offer or offer to purchase, market 
or privately negotiated purchases, or any other event or 
circ&nstance, as di'ac1osed or required to be disclosed in a 
repoc:~ or an amendment to a report on Schedule 13D, 
Schedule l4D-l, Schedule 13E-3 or Form 1-K (or any 
successor schedule, form, or report under the Exchange Act); 

a. Th• •rger or consolidation of the Company with 
another corporation, th• sale of all or substantially all 
ita assets to &JlOther entity, or any other fundamental , 
change. to the ·~•nt that, ••a result of .. such merger or 
consolidation, aal~, or change, either less than 70\ of the 
outstanding voting'aecurities of th• surviving or resulting 
corporation are owned in the aggregate by th• persons who 
were the shareholders of the Company immediately prior to 
such merger or consolidation, sale, or change, or the 
Company ceases to be. J:;equir!ld, and any such surviving or 
resulting c;~rporation is not required, to. file information, 
docwnenta •. and reports under Section 13(a) of the Exchange 
Act; or · 

c. A change in the composition of the Directors of 
the Company to the'·extent that, during any period of two 
consecutive Yll•rs, individuals who at the beqinning of any 
such period constitute th• Directors of the Company cease 
for any rea,on to constitute at least a majority of such, 
Directors urlless the election, or the nomination for 
election by 11th• shareholders of the Company, of each new 

c I' 
Director of"th• company was approved by a vote of •.t least 
two-thirds of the. Directors of th• Company then sti~l in 
office who were Directors of the Company at the beC)1nnin9 
of any such period; 

the OptionH aay, during the period beginning""'n the third and 
ending on th• twelfth business day after a quarterly or annual 
sumary statment of sales and earnings of the Company has been 
released for publication following such event, surrender this 
option and receive cash in an amount equal to the excess of tho 
a99reg•t• fair martet value at the date of surrend.•r of the 
full number of Coamon Shares covered by this option at such 
ti•. without regard to any li111ited extent to which this option 
otherwise would be exercisable, over th• aggregate option price 
of such CcPEon Shares. For purposes hereof, •fair mar~et 
value" means the closing price of a Colll'llon Share on the New 
York Stock Exchange on th• date of surrender or, if not a 
trading day, on the next succeeding trading day. 



'DI! SCXJl'1' & fBliBR <D4P.ANlr 
Incentlw St.odt Optlcn 
. Jlga:ees••t wmr the 
1981 Stock Option Plan 

1lmlSNI, . . . (heNinafter c:alled 
the "Optlcnee•) i• a kiY iiPlOY'9 Ol 'i'hi soot£ • Pit:ier 61•Y (heRinafter 
mlled the .• ~,, andl 

11HER!AS, the executlcn of a Stock Optlcn JlgEtemunt in the foCll 
hereof ti. been duly mthori• bf a nmolutlcn of the Boud of Di.net.on cl the 
o 1•Y er iu Qq>wllUtlcn andl Olqlnisatlcn oo.tttee My ~ m Novaar 
2t, 1981, andl irwww:porated herein by refwa:•ice1 

.. , 'lffWfCIC, the ~ lmeby granu to the Opticne an aptlcn 
to pJrt'hM9. 0 :Mt ShK99 without P1r value cl the 01WIY (•(D *I 
Sharell•) at t& price Of per lime, ma 
agnee to CU1e eoertificat• tcr q man.· 11C1JJlni! in rapec:t of this optlcn 
to be delivencll to the. Optlanee lllXJll receipt cl the pad•• price in. CllSh, er 
in til¥>le er in part in Olaliaa ShK99 valuec! at fair wket value • f'iwided in 
paragrasih 4, or aan•dw cl thia aptlcn er Sf/ pxtlcn t.ceof in acccxdm 
with andl uject to all ccnUtiom andl llllitatiom ccnutn.I in q 
aithorizatlcn to the Optlcnee bf the loud cl Dinctcn er iu n 1•maticn llld 
Organlaatlcn cm.ltt• to munaidK thim opticn, all mbject, however, to the 
tenm d CIDlllUtiCM hereinafter met forth: J 

1. 'lhis aptiat (until tel!lllinated • hereinafter p:ovided) shall 
be exercisable ally to the extent of one-fourth of the Qli11a1 Shara hereinabov: 
apecifled after the Optionee ahall have been in the CIDl'ltinuous etploy of the 
OCnpany llld a IUbsi~iary or either of thell for one full year frcm Noventier 2t, 
1981, mid to the extent of an a:!ditional one-fourth of mdl <bmaa Shares after 
each of ~ next three successive yeaa:s thereafter clJring whidl the Optionee 
shall haYe. been in the CIDl'ltinlJOUS enploy of the O:lnplny and a aibsidiary er 
either of thell. rw the pitpOSell of this paragraJ!h, leavee of abl!lence approved 
by the Board of Directors of the Cc11pany far illness, ailltary er CJOVemmflllt.al 
servieoe, er other cause, shall be ccnaidered • 4!111>10y•nt if sudl leave dOeS 
not exceed 90 daym, er, if lcnger, if the Optlcnee'a riCJht of re a41loyment by 
the ~ or a subsidiary is guaranteed ei~ bf •tatut:e or by ccntract. 'lb 
the extent exercisable, this apticn may be exercimed in til¥>le cr in part fmn 
time to tlllle. . 

2. 'lhia apticn lltaall t:erainate en the earlier of: 

(A) '1h9 date lllXJll whidl the O 1*¥ or a 8Ubaidiary receives 
notice that the Opticnee interm to ce .. hie t111Ployment with the 
<bcpany or a subsidiary (other than bf n.an of, death, retirement, 
or disability), lmleu otherville p:ovided in thi• pmragrapi 21 

(8) '1h9 date thEW .xithB after the Optiome cs•• to be an 
escployee of the Oclpny er a aibsidiary by wuan cl retirement 
under a retia:mnt plan of the ~ er a 8Ubsidiary at or after 
noma1 retirement age pta1rided far in mcta retia: 1 at plan or 
retia: int lit an earlier age with the aa•e at of the Bond of 
Di~ar 

50 
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(C) - aadl· time after the Optlcnee Oel!IS (other thlll ~. 
n11on of death, retha•nt, « disllbllltyl to bl m ellP~ of 
o 1 ..-.y c:r a U.lcUary • the Rolrd of Dlncton ahall establish 
but in ar/ event no later thin the date. ~ IUlths after the 
Optlcnee OllHI to bl. lft 91Ployee of the ~ Cl&" a llJbeidlary. 

" 

SI 

(D) 'IWl.91 llcllathl .aftec the death.« disllbllit.y of the .. 
Optta.9 'if tM Optialle .dl9 « tM . . ·~·1.a mile Iii ~ ? 

of the o "4•gt « a _.idisyr er ,. 

(I) 'Diil (10) yMn fma. the date al tihlch this qJtion WIS 

granted. 

In. the evmt the Optta.9 lhall .intentionally c:amit m act tmteriolly inl•lml 
to the lnten9t of thl o '1*lf « a aub9ldluy, a· thl llolrd of ~,RetOra shall 
80 f1'11!, thia qition lhlll. teminlte at the tt.. of aadl· act, notwlt!Jatlnlling 
ar/ othlr provision of this Agz t nt. Hothq contairm in this opt~ shall 
11111.t ~ ri~ the O .. .nf er U.. idiuy llight athlniM. hlv9 tD\tei1dnate. "~ 
tbl & loj I It of the. Optta.9. . .· ... . · \ 

· ~ 3. In the .event that Opttcn.. .-ciw bia rights lnler th~)a 
Optlaa iii whole « In put cllrq thl tt.. perlOll "' 1 ~lrr:i cm thl cJat.e riinety 
$1ya blfon this. Option terllinatee. ,:umaant to paragrlJlh 2(A), thm, • ~.) the . -
sbane pwdl ••Lt pwSUlinl: to ..m aerciae, the n '1-W lhall blwe thl ,!!icJht, at 
its electim, · tlQ. npm:hlllle mcb llw fr:oa OpticMe flar· the price ofY'fwant:r­
light • 00 Dc>llan ($21.00) ps shin. 0pcn notlCll of aadl election .,by thl . 
ocnpany, Opticnee lhall came mrtlfi_.. flar arJ llhans· acqulnd in respect of 
such electim to bl delivered. to the ()clll[lln.f up:n nQelpt of such pirchaee price 
in cash. . . .. .. 

4, Open a fillrr:J piraua'lt to any federal c:r. state i. In 
C01aiec:tlon with srJ tender offer for Cbaaxa Shares (other thin a tender offer trl 
the .<Dpany) « "'°" the alqnlrr:J .of any CIJLUlll!nt for the nerger « · 
oonaolidatim of th'j CDlpm1y with another cocporatim « for sale of 
subetlntlally Ill of the assets of the ~ to another ca:pocation, Milch 
tender offer, 111erger, consolidation or sale if OOMllmlltm wuld, in the opinion 
of the Boatd· of Direct.on, bl likely to cnult in a dlange In mntml of the "' 
Ocllplny, the Optlonee uy, durlrr:J the period beginnirq .on the thim. am endinq 
on the twelfth business dly after a (JJarterly ~ lmUll 8llllllllrY statement of 
all• and eaminga of the~· h• been nleaaed fer publicatiOll fcllowini) ·· 
such filinq « signing, Sllttenlllr· this qition lftl! nceive cash In 1n llllOUnt ·· 
ecJJ11 to the exc 1 n of itM aggcegat6 fah eutret value at the date of liurtender 
of the full nll'ber of Qioaua Sharee cuverlld by this qJtion llt aadl time, .. 'without 
regatd to Ill/ 11111~ extent. to tihich this qition othetvi• would be 
exerci81ble, ovw the aggregate q:ition prl~ cl mda Ocw1a1 stauar pccwldec!, 
hc:Mever, that in the ~ that srJ .such t.mr offer, ...:ger, canaol~ion or 
sale ahlll bl ablr.4:11aed, the Boatd of Dlnctaca « its Qlll[>enaation and. 
OEganilation .a-ittee 1111'/ ~ noti~ to the Optton.. rmllify such llUl'nnder and 
ceinatlte this qition, but without pr:ejudice to any payimat on aadl auueuder 

···that MY have occurna price to aada '!Ulliflcation. ftr pup ··~betd, •fair 
llltket vaJ.ue• .means the clolliniJ price of a o *I Shan cm the. Nw ~ Stock 
tictaange cm the dat. of IUtt•ider or, if not a tr.Sq day, en the n&'Ct . 
auccu4iniJ tr~irr:J dly. 

0 
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s·. 'lhia cptlcn is not tr.-ferable by the OpticnM otherwhe than 
by will or the 1- of descent. m! cUstributicln. m! ill exwclsable during the 
lifetime of the Opticnee cnlf' by him. . . ,. 

6. '!his cptlcn shall not be exercisable if 9.lch exercise would 
involve a violation of IJrf'J 11(.Plicable securities law, ri the OOnpany hereby 
agrees to mite reasonable efforts to coaply with my applicable securities law. 

7. Anything in this Option to the contruy not withstanding, this 
Option shall not be exercisable Ville there is ootstandinq (within the meaning 
of Section 422(A)(c)(VII) of the Internal Aeveme c.ode) lDf Incentive Stoclc 

j Option Vlich was granted before the granting of this Option to the Optionee to 
} prchase stock of the Cklnparly ex of a corporation which (at the time of the 

grantinq of sich Option) is a parent ex subsidiary corporation of the ear.:>any, 
or is a predecesscx corporation of ar1Y. of such corporation. 

e. '1he Board of Directors may make ex yxovide for such atjustments 
in the option price ri in the nlllb!r ex kind-of C.0111111011 Shares ex other 
securities covered by ootstaiiding q>tions as such Board in its sole discretion, 
exercised in. good faith, may determine are equitably required to prevent 
dilution or enlarqement of ·the riqhts of the q>tionee that would otherwise 
result fran (a) IJrf'J stodt dividend, stodc split, cont>ination of shares, 
recapitalization or <>ther c:hmge in the capital structure of the Qnpany, or (b) 
any merger, consolidation, separation, reotqanization or partial ex conplete 
liquidation, or (c) any other corporate transaction ex event having m effect 
similar to lDf of the foregoing. 1<b adjustment pnwided for in this paragraph e 
!shall require the ~ to sell .m>/ fractional share. 

9. '!his Stodc Option Agreement shall be void am of no effect if 
the 1981 Stock Option Plm shal~. not have been appmved by the h>lders of a 
majority of the ootstanding &hates of ClA1111Q11 Stock of the ~ pr:ior to 
Novent>er 23, 1982. 

EXEX:tJ'1'ED at Cleveland, Cl'lio this 3rd day of March, 1982. 

'DIE SOJl'l' ' FE'l'Zl'll <XltPANY 

, ) I l I 
By ' ' ! ;f ( ' • ,-··· <· 

;/ ~- ,. 
·/r~ ·' :~· 

'1he Wldersigned Optionee lleti!by a..+mo•ledges xeceipt of an executed 
original of this Stock Option Al:lrf'8111!nt. 

.52. 
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3. "In the event of 
I.I 

A."t:IBX VI · 

A. The acquisition .or ownership of 30\ or more of the 
voting stock of the Company by any person (as the tera 
"person" is used in Section 13(d)(3) or Section 14(d)(2) of 
the Securities Exchange Act of 1934 ("Exchange Act")) as a 
consequence of a tender offer or offer to purchase. market 
or pri(lately negotiated purchases. or any other event or 
circumstance, as disclosed or required to be disclosed in a 
report or an amendm~nt to a report on Schedule 13D, 
Schedule l4D-l, Schedule 13E-3 1:;'i Form 8-K (or any 
successor schedule, form, or report un_9'er the Exchange Act); 

•" 
JY " 

B. The merger or consolidation rrof the Cotilpany with 
another corporation, .the .. sale of all (\f'r substantially all 
its .,assets to another entity, or any \?ther fundamental . 

, chan·Je, to the extent that,. as a result of such merger or 
u consolidation, sale, or change, either less than 70\ of· the 

outstanding voting securities of the surviving or resulting 
corporation are owned in the aggregate by the persons who 
were the shareholders of the Company illlllediately prior to 
such merger or consolidation, sale, or change. or the 
Company ceases to be required. and any such surviving or 
resulting corporation is not required. to file information. 
docurr:ents, and reports under Section 13(a) of the Exchange 
Act; or ·· 

" c. A change in the composition of the Directors of 
the Company to the extent that, during any period of two 
consecutive years, individuals who at the beginning of any 
such period constitute the Directors of the Company cease 
for any reason to constitute at lf.tast a majority of such 
Directors unless the election. or:Jthe nomination for 
election by the shareholders of the Company, of each new 
Director oi the Company ~as approved by a vote of at least 
two-thirds of the Directors of the Company then still in 
office who were Directors of the Company at the beginning 
of any such period; 

\J 

the Optionee may, during the period beqinl,l.ing on the thi'i;d and 
ending 011-. the twelfth business day after &\quarterly or annual 
summary statement of sales and earninqs of ~be Company has been 
releal!led for publication following such event., •. surrender this 
option anif rei::eive cash in an amount equaluto'\~be excess of the 
agg.reqate fair market value at the date of sun:~nder of the 
full number of Common Shares covered by this opt~E~··~t such 
time. without regard to any limit~ ntent to wbic;~~-!t.tl.t! option 
otherwise "ould be exercisa1~le. over the aggr!CJ&,,t@ ·;;.;p~1on price 
of such Common Shares. For' purposes hereof. .fair market 
value" means the closing price of a Ccanon Share on the New 
York Stock Exchange on the date of surrender or,,, if not a 
trading day, on the next succeeding trading day. 

--~,_ 

,, 
\\ 

., 
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'lHE SCDrl' & FETZER CXMPANY 

Stock Optiai Agreement under the 
Modifi~ 1973 Stock,.~iai Plan 

lllEREAS, (hereinafter called 
th& •0ptionee•) is a key enployee of 'lhe Scott • Fetzer eonpany (hereinafter 
called the, •Q:inpany9 ) : and 

NIERFllS; the executiai of a Stock Option Agreement in the form 
hereof has been duly authorized by a resolutiai of the aoatd of Directors of the 
~1( or its Q:inpensation and Organization Oxmdttee duly adopted ai Noventler 
25, 19ao and incorporated herein by reference: 

. K:M, 'lllEREFORE, the Qxrpany hereby grants to the q>tionee an option 
to pirchaSe Cb111a1 Shares without par value of the Cl:lrpany ( •a:aiiion 
Shares•) at the. pi:-1ce of per share, and 
agr~ to cause certificates. foe any ·shares acquired in respect of this option 
to be delivered to the ~tionee upon receipt of the pirchase pi:-ice in cash, or 
in whole or in part in O:Jmnon Shares, or surrender of:,._t;his optiai or any p6rtion 
hereof in accordance with and subject to all conditiori'S 1ni limitations 
contained in any authorizatim to the Optionee by the Board of Directors or its 
catpensation and Or9anizatiai a:mnittee to surrender this optim, all subject, 
however, to the terms and conditions hereinafter set forth: 

i'.:' 

1. (a) 'lhis optim (until terminated as hereinafter provided) 
shall be exercisable only to the extent of one-fourth of the Cbmoo Sha:res 
hereinabove specified after t'f.~ q>tionee shall have tJeen,in thij O:intinuous 
enploy of the Cbnpany and a subsidiary or either of than for one full ye~ from 
Novent>er 25, 1980 and to the extent of an additia'\al one-fourth of such ·CoimDn 
Sha:-es after each of ·the next three successive years thereafter during which'the 
Optionee shall have been in the continuous enploy of the O:lnpany aid a 
subsidiary or either of them. For the p;rposes of this paragraph, leaves of 
absence approved by the Board of Directors of the O:lnpany for illness, military 
or governnental service, or other cause, shall be considered as enployment if 
such leave does rot exceed 90 days,_ or, if longer, if the Optimee's right of 
re-enploymenl:: by the c:arpany or a subsidiaey is guaranteed either by statute or 
by contract. 'lb the extent exercisable, this optiai may be exercised in Viole 
or in part fran time to time. 

.. ';,,, (bl In the event that the Optia.e lhall have retired wmc a / retirement plan of the Q:Jnpany or a subsidiaey, either at normal retirement age 
or· at an earlier age in accordance with such retiranent plan, or in the-.event 

. that the Optionee otherwise ceases to be an enployee of t'·~:! Qxrpany or a 
subsidiary under circunstances which are determined by the Board of Directors 
to be for the convenience of "the O:Japauy,. in either event prioc to this option,21i / 
bec:uning exercisable to its full extent, this qitim shall be exercisable to : t 7, S 

p, 
. I 
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such additicnal extent • the Board of Dinctata authorize& prior to the time at 
which this cptim teminate.. 

2 •• '!his optim shall teminate as follows: 

(A) Ot the date 14JOn which the Optionee ceases to be an 
enployee of the Q:inpany cor: a subsidiary, ~~ess otherwise provided 
in this paragraph 2: ~ 

(BJ 'lb~ ~ after the cpticnee ceases to be an enployee 
of the O •~"IY or a subsidiary by t;ffS(I\ of retirement under a ·· 
retiranent plan of the Olnplny or a subsidiary at or after normal 
retirement age provided for in such retirement pli!l'I or retirement 
at an earlier age with the cxlhsent of the Board of Directors: 

(C) At such tine after the cptionee ceases to be an enployee 
of OJnpany or a subsidiary as the Board of Directors shall 
establish but in any event no later than the time prescribed by (E) 
below: ... 

(D) Nine lllX\ths after the death of the cptionee if the 
q_Jtimee dies cwhile an enployee of the OOnpany or a sll:>sidiary or 
within the periods referred to in. (B) or (C) above: or 

(E) ,Ten (10) years fran the date oo which this optioo was 
granted. · 

In the event the Opticnee shall intentionally <Xllllllit an act materially inimical 
to the interest of the O:lnpany or a subsidiary, and ~ eoam of Directors shall 
so find, this q>tion shall tetminate at the time of such act, notwithstanding 
any other provision of this Agreement. Nothing ccntained in this q>tion shall 
limit whatever right the Qinpany. or subsidiary migh1d otherwise have to tetminate 
the enployment of the cptionee. 

3. qx>n a filing pursuant to any federal or state law in 
ccnnection with any tender offer for O:.mltMl Shares (other than a tender offer by 
the Ccnpany) or upon the signing of any agreenent for the merger or ./i '"' 
oonsolidation of the Cllfti:;any with another corporation or for sale of. · 
substantially all of the assets of the ~Y to illlOther ex>rporation, which 
tender offer:, merger, consolidation or sale if OONlllllllated would, in the opinion 
of the. Board of Directon, be likely to result in a ~ in ex>ntrol of the 
Carpany, the cptionee may, dlring the period beginning on the third and ending 
on the twelfth business day after a quarterly or annual SU1111ary statement of 
sales and eamings of the O»t»ny has been released for publication following 
such filing or si~i113, surrender this opt,:,ion and receive cash in an illlDW'lt 
equal to the excess of the aggregate fair 11ilarket value at the date of surrender 
of the full nlllber of OAN1a1 Shares covered by this option at such time, without 
regard to any limited extent to which this opticn otherwise would be 
exercisable, .over the Clt;gregate option price of such O:>ima1 Shares: provided, 
however, that in the event that any such tender offer, merger, ccnsolidation or 

c· 
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I . r;~le shall be abandoned, the Board of Ditec:tors er its Cl:llpensation and . . 
~ ,~anization Qimnittee may by notice to the qitionee nullify such surrender and 

reinstate this option, llut without prejudice to any 'payment on such surrender 
that may have occurred prier, to such nullification. Fer purpcx1eS hereof, •fair 
market value• means the closing price of a 0...111a1 Share on the' New York Stock 
Exchange on the date of surrender or, if not a trading day, on the next 
succeeding trading day. 

' 

4. 'lhia option ia rot transferable by the q,tionee otherwise than 
by will or the lawa of descent and distribution, arid is exercisable durin) the 
lifetime of the q,tionee only by him er by his guardim er legal 
repc esentative. 

5. 'lhis option11shall rot be exercisable if such exercise would 
involve a violation of arrJ aa>licable securities law, am the Catpany hereby 
ag~ to make reascnable efforts to caiply with my l!PPlicable securities law. 

6. '1he Board of Directors may make or provide fer such adjustments 
in the option price aid in the rurt>er er kind of 0...111a1 Shares or other 
securities covered by outstanding options as such Board in its sole discretion, 
exercised in good faith, may determine are equitably z:equired to prevent 
dilution or enlargement: of the rights~of the cptionee that would otherwise 
result fran (a) any stock dividend, stock split, CXlllbination of shares, ,; 
recapitalization or other change in the capital structure of the Q:npany, cr (b) 
any me1:9er, consolidation, separation, reoi:ganization or partial or cx:.uplet:e 
liquidation, or (c) lllllY other cotp)rate transactiai or event havirr:J 111 effect 
similar to any of the foregoing. No adjustment provided for in this paragraph 6 
shall require the Calpany to sell Mrf fractional share. 

EXEaJTm at Clevela."ld, <llio this 22nd day of Decentier, 1980. 

'1he undersigned q,tionee hereby acknowledges receipt of an executed 
original of this Stock,~tion l\greement. 
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" THE SC01'l' i m'ZER <XK>ANY 
llEfERRm· ~~ 1GRE9!ENl' FOR DIRrlOR 'S FEES 

(R>r ~nenployee Directors) 

\: 'lhis Agwt, lllde and eni:ere:! into this day of • ...--=.------' 19_, 1 
by and between 'Die Scott • Fetzer Qinpany (the •c.atpany") irid --,,------
(the •Director•>. ~ 1· 

111BREAS, the.pur:poae of this Agtee.Mnt is to provide a pi:ocedUte i.ilereby a 
ricnenplO'jee -.her Of the !bard of DirectCJ!:S of the Ocnpany llll!ly ~efer receipt: of 
all or a specified part of the fees payable to the Diteetor for services as a 
Director, including fees payable to a Director for setvices as a llll!lli>er of a 
Camtittee of the Boatd and fees payable for eervices en a Boar:d of a o:.npany 
division, but excludill) expenae reint>ursements rrees• h 

,/ 
(• . 

lUf, '1'HEREl'tllE, the parties agiee as follows: 

i:. Election to Defer 

'DI. Director •Y elect on or before. Decentier 31 of 111y year to.defer0 ° 
~ipt: of all or a specified part of Fees eamed for the calendar year 

" followin;J sudl election and succeeding calendar years until the 
Director ceases to be a Director of the Ocnpany. Any~perscn toho 
1:Jeca!1!s a Director durill) any calei:iCJar year, and who was, mt ~ Director 
of the Ocnpany on the preceding Decentier 31, llllY elect, within aie 
11a1th following the begiMillJ of the Director's term, to defer receipt 
of all or a apecifie:! part of Fees for the remainder of such calendar 
year and for succeedinq calendar years. Elections shall be made by 
written notice deliver&! to the Executive camli.ttee. An election to 
defer fees continues ftan year to year 111less terminated by the 
Director in acootdance with Section III. 

II. Director's Account 

All deferred Fees shall be held in the general funds of the Canpany. 
By appropriate acoountin;J entries.. the c:arpany shall establish and 
maintain for the Director an Acoount ("Aca>unt") which shall oonsist of 
all B!Dunts credited to the Director lllder this Agreenent. Fees 
deferred shall be credited to the. Director's Acoe>111t. On the first day 
of each ncnth such Account balance shall be creditEd with interest. 
'Die 11a1thly.interest rate shall be the hi9her of the siX-11011th$lOO,OOO 
Certificate of Deposit rate and the Prime Rate of National City Bank of 
Cleveland in effect on the last day of the preceding mnth. 

III. Termination of Electicn 

'Die Director my terminate his election to .defer payment of Fees by 
written notice deliver&! to the Executive camtittee. Such termination 
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shall becane effective .~ of the end of the calendar year in which 
notice of termination is qiven with res~ to Fees earned durinq 
subsequent calendar years. AilDll'lts credited to the ac...'Ount of a 
Directer PE'iOE' to the effective date of termination ¥tall not be 
affected thereby and shall be paid only in accordanci with Sections r.v, 
V and VI. . 

Payment Fran Diteetor's Account 

'l'he Director, or his designated beneficiary er estate in the event of 
death, shall CX1&1e.ice rec:eivin;i the Director's l\ccOUnt balance oo the 
first of the l'IDnth following (or as soon thereafter as reasonably 
p:>ssible) the earliest to occur of: 

(a) 'n!rminaticn fran the Board of Directors~ or 
(b) Death. 

v. Benefit Form 

Pa:rment of 1111CU1ts credited to the Director's Accolrit shall be l!Bie in 
one of the followin;i fonns, at the electioo of the Director: 

(a) OJarterly or Annual installments over a period mt to exceed 10 
years. 'lhe am:>i.mt of eadl payment shall equal thP. Director's 
Account balance on the day EJE'eCeding the instal~t payment 
divided ~ the nlJli:>el:' of payments l'elllainin;i in 'the installment 
~riod. 

.~:- ( b) A lmtp-SIJll paiiment. 

Such election must be l!Bie by written ri:ltic:e delivered ~o the Executive 
Cormittee pricr to the date oo which the Director ceas·~s to be a 
Director of the Corrpany. 

VI. Payment in Event of Death 

rf'a Director should die before all Cl'll)unts credited to the. Director's 
Account have been distributed, his Account balance. shall be paid to his 
designated l;>eneficiary or, if he has mt designated.fl beneficiary or in 
the event the designated beneficiary has pr~cea~ the Director, to 
his estate in a 1U11p-sum payment. 

'!he. Director shall keep the Ccxipany infotmed, ey written notice 
thereof, of the name of his designated beneficiary. '!he Director may 
dlan;ie his designated beneficiary at any time ey written notice to the 
Executive Conmittee • 

VII. Director's Rights 

Nothing contained in this Agreement shall be construed as a riqht of 
the Director to continue as a member of the Board of Directors. 

Ai!Dunts credited to the Director's Account ta'lder this Agreement shall 
be for accountin;i purposes only, an:i the assets represented ey such 
Account shall remain the sole property of the Collpany. The Director 
shall not .!tave the power to direct the Caipany with respect to the 

'· 



•) . 

i 

invest:llll!nt of the balance in hia Accomt. '!be right of the .Director to 
receive distributions herellOOer shall be an lmSeCUred claim against the 
general assets of the Qxrpany. 

\\ 
VIII. Ncnassignability 

niring the Director's lifetime, the right to My deferred Fees and 
interest. ther:ecn ~all not be trlJ/llsferable or assignable, OE' be subject 
to alienation,· enc:uit>rance, garnishment, attachnent, execution or levv 
of lllPJ kind, vol\llltar:y or involmtar:y. · 

IX. Interpretation 

'11\e dec:ision of the Executive Ccmnittee with respect to any questions 
arising as to the i,nter.pretatioo of this Agreement, inclmirg the 
severability of My and all of the provisions thereof, shall be final, 
conc:lusive and binding. 

• x. Amerdnent and Terminatio1\' 

1\ 

'11\e ca.pany may emend or ter.ninate this Agreement at any time without 
the consent of the Director, provided, howelTer, that ro amendment of 
this Plan shall operate to annul an electioo already in effect for the 

· current calendar year or any precedi~ calendar year, arrl the Coopany 
shall remain liable to the Director and/or his dP.signated beneficiary 
for the Director's Account balance accrued to the date of anendment or 
terminatioo. 

IN WI'!WESS WHEREOF, the canpany and the Director have affixed tneir signatures 
on the date first above written. 

THE scorr & FETZER CXJ.IPANY 

Director 

0 

~ li ... , ........................................................................................... .. 
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FURTHER .AKIOO>MENT OF AGREEMENT 

\\ 
The Scott(~ Fetzer C~mPll?lY• an Ohio corporation 

("Scott Fetzer"), and Ralph Schey ("Schey") hereby aqree as 

of ____ , 1984 to amend further the Aqreement, dated as of 

April 7, 19821 as amended as of June 28, 1983, between Scott 

Fetzer and Ralph Schey as follows: 

1. By deletinq clause C.3 of paraqraph 1 and 
0 

substitutinq therefor the followinq: 

3. provide Schey the equivalent of all benefits 

made availab.le by Scott Fetz,r to Schey, whether by 

insurance or direct payment, at the time his 
0 
employment is terminated for the fi.111 period specified 

in clauses 1 and 2, and 

2. By deletinq in,.paraqra11_h 2 the words "requirinq a 

substantial portion of his time" and substitutinq therefor 

the words "as his principal occupation". 

3. By deletinq clauses A, B, c and D of paraqraph 3 

and substitutinq therefor:7the followinq: 

A. the acquisition or ownership of 30\ or 
more of the votinq stock of Scott Fetzer by any 
person (as the term person" is used in Section 
13(d)(3) or Section 14(d)(2) of the Securities 
Exchanqe Act of 1934 ("Exchanqe Act")) as a 
consequence of a tender offer or offer to 
purchase, market o~privately neqotiated 
purchases, or any other event or circumstance, as 
disclosed or ~~~quired to be disclosed in a report 
or an amendn!.~nt to a report on Schedule 13D, 
Schedule l4D-l, Schedule 13E-3 or Form 8-K (or 
any successor schedule, form, or report under the 
Exchanqe Act) ; 

... ~ .. 
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B. the merger or consolidation of Scott 
Fetzer with another corporation, the sale of all 

2 

o or substantially all its assets to another " 
entity, or any other fundamental change, to the 
extent that, as a result of such merger or 
consolidation, sale, or change, either less th'an 
70\ of the outstanding voting securitias of the 
sur,viving or resulting corpo,ration are~· owned in 
the aggregate by the persons who were the 
shareho~ders of Scott Fetzer immediately prior to 
such merger or consolidation, sale, or change, or 
Scott,Fetzer ceases to be reqU'ired, and any such 
surviving or resulting corporation is not 
required, to file·information, documents, and 
reports under Section 13(a) of the Exchange Act: 

'"• or ~1 

c. a change in the composition of the 
Directors of Scott Fetzer to the extent that, 
during any period of two consecutive years, 
individuals who at the beginning of any such 
period constitute the Directors of Scott Fetzer 
cease for any reason to constitu:te at least a 
majority of such Directors unless the election, 
or the nomination for election by the · (: 
shareholders of Scott Fetzer, of each new 
Director of Scott Fetzer was approv,ed by a vote 
of at least two-thirds of the Direl:tors of Scott 
Fetzer,, then still in office who wel:e Directors of 
Scott Fetzer at the begi1µ1ing of al1y such period; 

,. 
\ 

4. By inserting in the second sentence of paragraph 7 

after the word "conducted" the phrase "in the City of 
I 

Cleveland, Ohio". 

s. Scott Fetzer 
I\\':· -,, .,--- --=:::::._,_ , 

and Schey hereby further agree that ., . 
\'>:_,, 

the Agreement dated as of Apri! 7, 1982, as amended as of 

June 28, 1983, between Scott Fetzer and Schey, as further 

amended by the changes set forth in this Further Amendment 

of Agreement, shall read in the form attached her.eto as 
~·~ .. 

Exhibit A and, in such form, shall constitute from and 
'·':0. 

() '-":.' 

·• I I 
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after _____ , 1984 the, aqreenu~nt b,•tween Scott Fetzer 

and Schey with respect to the matters therein provided· 

0 

Executea at Lakewood, Ohio, as of ''-----' 1984 £.o ,_ \~) 

0 0 

THE SCOTT & FETZEF1 COMPANY 

R~lph Scqey 

\~--:• 
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FURTHER AMENDED AND RESTATED AGREEMENT 

The Sco.tt & Fetzer Company, an, Ohio corpqratiqn 

("Scott Fe~zer"), and Ralph Schey ("Schey") hereby agree 

as of , Hl84 that the Amended and "Restated Agreement 
~..,------

dated as of June 28c; 1983 shall read as follows: 
8 

1 . To ,induce Schey t.o continu~ to serve as chief 

executive officer of Scott Fetzer for the period commencing 

June 28, 1983 through August 3w, 1989, 
·1·: 

A.' Scott Fetzer shall pay Schey 'for his services 

in. that capacity an annual salar.y of at least $150,000 and 
• ·4 

shal 1 provid;C/him with such other bene~il ts as may be 

cu;itomary and suitaole for a chief executive officer of a 

company such as Scott Fetzer and at least the equivalent of 

benefits provided other senior officers of"Scqi;tt Fetzer; 

' ~·~ Scott Fetzer shall pay\Schey a retirement 

benefit in tlie amourit ang manner, for the duration, and 

subject to the conditions provided in paragraphs,3 and 4; 

and 

c. in the event that Schey's employment as chief 

executive off·icer of Scott Fetzer is terminated by Scott 
~, i\ 

Fetzer for any reason, at any time during 11the 
!~-e 

·afor~mentioned period ending August 31, 1989, Scott Fetzer 

shall: 

c. 1. continue to compensate Schey at his rate 

Of Salary thenCin effect fot: the ba.larice Of the 

calendar;; year in which h'Xs employment is terminated, 

,- \ 

n i~J .. ;. . . . . . . . ~ 
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2. pay Schey at the rate of $150,000 per 

year in periodic i,nstallments until August 31, 1989, 

3. provide Schey the equivalent of all 

)),~p.~fits made available by Scott Fetzer to Schey, 

whether by insurance or direct payment, at the time 

his employment is terminated for the full period 

specified in clauses l and 2, and 

4. continue in full force and effect 
\'f1 (.\ 

without any material change the" so called "H. Covert" 

execut:i.ve benefit~': as amended or replaced. 

Payments and benefits pursuant to clauses l, 2 and 3 

shall continue only .,u;:1til Schey reaches age 65 at which time he 

becomes entitled to the retirement benefit enumerated in 

paragraph 4. Notwithstanding the foregoing, if any of the 

various events enumerated in paragraph 3 odcur during Schey's 
',' 

tenure as chief executive officer of Scott Fetzer, payments and 

benefits pursuant to clauses 1, 2 and 3, shall continue even if 

beyond age 65. 

In the event that Schey' s employme~1t is terminated and 

the
1
,;paYll,\ents specified in clauses l and ·.i'~o~nce, and Schey 
\\ . . . subsequently dies before all payments have been made, payments 

pursuant to clauses l and 2 shall cease and no further payments 
0 

will be made. 

In the event that Schey's employment is terminated on 

a basis that he becomes entitled to payments under disability 

ii 

•· . . 
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income plans provided by Scott Fetzer, such payments shall 

offset any payment under Clause c on a dollar-for-dollar basis 

in the period they are made. 

2. For the purposes of clause C of paragraph l, 

Schey's employment shall not be deemed to have been terminated 

by Scott Fetzer if he voluntarily resigns, voluntarily retires, 

voluntarily takes another position as his principal occupation, 

or dies. 

(; 

3. In the event. of: 

A. the acquisition or ownership of 30\ or more 

of the voti~ stock of Scott Fetzer by any person (as the 

term "person" is used in Section 13(d)(3) or section 
// . --,r, 

14(d)("2) of the Securities Exchange .Act of 1934 ("Exchange 

Act")) as a consequence of a tender offer or offer to 

purchase, market or privately negotiated purchases, or any 

other event or circumstance, as disclosed or required to be 

disclosed in a report or an amendment to a report on 

Schedµle 13D, Schedule l4D-l, Schedule 13E-3 or Form 8-K 

(or any successor schedule, form, or report under the 
;·1 

:r:xchange Act); 

B. the merger or consolidation of Scott Fetzer 

with another corporation, the sale of all or substantially 

all its assets to another entity, or any other fundamental 

change, to the ext~~t that, as a result of such merger or 
Q ~ -

=::'}! \\ \\ \.I ".'.· 

sale, or change, e.ither less than 70\ of the 
~-f/ . consolidation, 

outstanding voting s~)curities of the surviving or resulting 

corporation are owned in the aggregate by the persons who 
) 

were the shareholders of Scott Fetzer inmecliately prior to 

0 
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such merger or_consolidation, sale, or change, or Scott 

Fetzer ceas~!ii to be required, and any such surviving or 

re,·Jlting corporation is not required, to file information, 

documents, and reports under Section 13(a) of the Exchange 

Act; or 
i} c. a change in the composition of the Directors 

of Scott Fetzer to the extent that, during any period of 

two consecutive years, individuals who at the beginning of 

any such period constitute the Directors of Scott Fe.tzer 

cease for any reason to constitute at least a majority of 

such Directors unless cthe election, or the nomination for·' 

election by the shareholders of Scott Fetzer, of each new 

Director of Scott Fetzer was approved by a vote of at least 

two-thirds of the Directors of Scott Fetzer then still in 

office who were Directors of Scott Fetzer at the beginning 

of any such period; 

any option held by Schey to purchase conunon shares of Scott 

Fetzer shall become inunediately exercisable notwithstanding any 
() 

other provisions of any stock option agreement, and, at the 

election of Schey. any other benefit payable to him in the 

future shall become inunediately payable, including the 

retirement be~efit contemplated by paragraph 4 actuarially 

reduced for payment prior to age 65, but excluding any benefit 

payable from a ~alified pension plan unless allowed by its 

terms, and excl~ing any benefit sUbject to a condition other 

than continued employment, such as a death or disability 

benefit. Furthermore, if any of the Various events enumerated 

/} 

,. 
·' 
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in this paragraph 3 occur during Schey's tenure as chief 

executive officer of Scott Fetze~ and Schey voluntarily leaves 

the employment of Scott Fetzer (or any successor entity) within 

three months after such event, Scott Fetzer shall make the 

payments and fulfill its other obligations described in 

paragraph 1 notwithstanding any other provisions in this 

Agreement; provided, however, that if Schey continues in his 

position as chief executive officer of Scott Fetzer (or any 

successor entity) beyond such three months, he shall continue 

to enjoy all the rights provided to him by this Agreement to 

the extent not theretofore exercised. ·'' 

4. The retirement benefit referenced in clause B of 

paragraph 1 shall be a life annuity, commencing the first day 

of the month following the later of Schey's termination of 

employment with Scott Fetzer (whether because of death or any 

other reason) or the date on which he reaches or would have 

reached age 65, as follows: 

A. In an amount equal to what he would have 

been entitled to under The Sco·tt & Fetzer Company General 

Pension Plan ("General Plan") in ··effect at that time in a 

straight life form of payment had he terminated employment 

at age 65 with 25 years of service. In calculating the 

amount equal to what he would have been entitled to under 

the General Plan there shall be included all amounts 

deferred by Schey pursuant to any deferred compensation 

arrangements with Scott Fetzer. 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

B. There shall be deducted from any amounts 

payable pursuant to A above all amounts payable to Schey 

pursuant to the provisions of the General Plan and any 

supplemental retirement benefit payable pursuant to any 

deferred compensation arrangements. Soley for the purpose of 

determining the amourtt to be deducted from the retirement 
·'/ 

benefit pursuant;·· to A above, 
-~___:-~--

the same form of payment 

elected for payment of the retirement benefit hereunder 

will be assumed for the General Plan and any supplemental 

retirement benefits • 

c. Schey may designate beneficiaries and make . 
elections with respect to the form and manner of payments 

made pursuant to A and B above, in the manner and to the 

extent such elections are permitted under the General Plan 

in effect at that time. If an. annuity form of payment is 

elected by Schey, the retirement benefit will be paid 

monthly. 

o. The amount payable pursuant to A and B above 

represents a straight life annuity. However, if Schey does 

not elect another form of payment (e.g. lump sum or joint 

and survivor) and dies before 120 monthly payments have 

been made to Schey and his beneficiary, the payments will 

be made to Schey's beneficiary until an aggregate of 120 

monthly payments have been made to Schey and his 

beneficiary. The monthly amount payable to such 

beneficiary will be equal to the amount payable to Schey 

pursuant to A and B above less any amounts payable to any 

6 



7 

\\ 
beneficiary of Schey under any benefit plans providinq 

death benefits, whether insured or non-insured of Scott 

Fetzer but not includinq the General Plan. Schey may 

desiqnate a beneficiary in wri~;ng to Scott Fetzer. If no 

such desiqnation is made or the desiqnation made is 

ineffective, Scott Fetzer may make payment to such relative 

as it may select or to Schey's estate. 

E. Notwithstanding the foreqoinq, Scott Fetzer 

is not obliqated to set aside funds, maintain a special 

account,. or takfi any similar action .J:i.th respect to the 

bl . . d - h' h \ . o iqation un er t is paragrap 4t to pay a retiremer..t 

benefit to Schey. 

s. Durinq the period that Schey receives 

compensation, payments or other benefits under this Aqreement, 

1/ 

Schey shall not: ,, 

A. compete with Scott Fetzer in the manufacture, 

desiqn, sale or distribution of products of the qeneral 

type .manufactured or sold by Scott Fetzer at such time in 

the areas where Scott Fetzer is doing business, or 

B. except as an employee of Scott Fetzer, engage 

or participate directly or indirectly in the business or 

businesses then conducted by Scott Fetzer. 

6. Any payment or delivery required under .this 

Agreement shall be subject to all requirements of' the law with 

reqard to withholding, filing, makinq of reports and the like, 

and Scott Fetzer shall use its best efforts to satisfy promptly 

all such requirements. 
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7. Any dispute or .claim concerninq this Aqreement or 
1' 

thl! terms and conditio11s .of employment, includinq whether such 
I 

c1~\im is arbitrable, shall be settled by arbitration. The 
I 

ar~'itration shall be conducted in the City of Cleveland, Ohio 
II 

und\~r the Conmercial Arbitration Rules of_ the American 
\

I -

I -

Arb:ltration Association in effect at the t{me a demand for 

arb~1t;,ration under the rules is made. The decision of the 

arb~:trator, including determination of the amount of any 

damJqes suffered, shall be exclusive, final and binding on both 
I· '; 
1\ 

Scot
1
t Fetzer and Schey, their heirs, executors, administrators, 

succ1essors, and assigns. If necessary, the de.cision of the 

arbi:trator may be entered as a judgment in any court of the 
11 

Stat:e of Ohio or elsewhere. 

8. In the event of any inconsistency between this 

Agreement and any stock option agreement, contingent 

com:i;1ensation agreement or other aqreement, plan or arranqement 

providinq for benefits to Schey, this Agreement shall control 

to the extent failure to qive it controllinq effect would 

impair any benefit to Schey hereunder or thereunder. This 

Aqreement supersedes the Agreement of August 10, 1979 and the 

Deferred Compensation Agreement of October 23, 1979 between 

Schey and Scott Fetzer with respect to similar matters. 

Furthermore, the accounts maintained pursuant to prior deferred 

compensation aqreements will be closed and any funds returned 

to the qeneral assets of Scott Fetzer. This Aqreement shall be 

binding upon Scott Fetzer and its successors by operation of 

law or otherwise, and shall inure to the benefit of Schey, or 
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his personal representative ana heirs. Neither Schey nor any 

other person, including any beneficiary described in paragraph 

4, shall have any right'tP make any assignment of any rights 

under this Agreement without the express consent of the 

Directors rf Scott Fetzer or a committee thereqf having 
' authority to grant such a consent, and any attempt to make such 

assignment without such consent shall be null, void and of no 

effect: sucn rights shall not be subject to garnishment, 

attachment, execution or levy of any kind. 

Executed at Lakewood, Ohio as of the date hereinab<;>ve ., 

written. 

-
THE SCOTT & FETZER COMPANY 

Ralph Schay 

13 



Mr. Kennet:h J. Semelsbetger 
'!'he Scott Ii Fetz~r Ccnpany 
14600 Detroit Avenue 
Lakewood, Chio 44107 

Doi~ Ken: .. ·. 
···,/ 

'"- -.. 

\.' 

'!'he Boarcf of Directors has reoognized the valued <Xllltribution that you 
have made during }'OUr yeam of enployment with Scott Fetzer and, acting upon the 
raGtilendaticn of its Qxrpmsation camdttee, has directed ne, as Qiab:man of 
the Board, to prepare and deliver to you this letter, which revises and 

o supersedes< the letter dated as of June 28, 1983, to imuce you to <Xllltinue pur 
enplO:lllllE!flt with Scott Fetier. 

(\ 

If your enployment with Scott Fetzer is voluntarily terminated ~ you Qr 
involuntarily terminated ~ SootC' Fetzer or tJrr:i successor within one year of any 
of the following events: 

~) 

A. the aequisition or ownership of 30% or nore of the voting stock of 
Scott Fetzer ~ tJrr:i person (as the tem "person" is used in section 
13(d)(3) or Sect.ion l4(d)(2) of the Securities Exchange Act of 1934 
("Exchange Act")) asca consequence of a tender offer or offer to purchase, 
market or privately negotiated purchases, or any other event or 
circ1.111Stance, as disclosed or required to be disclosed in a report or an 
amerdnent to a i:ep:>rt en Schedule 130, Schedule 14D-1, Schedule 13E-3 or 
Fotlil 8-K (or tJrr:f successor schedule, fom, or report under the Exchange 
Act): 

B. the nerger or oonsoli~::ttion of Scott Fetzer with CD)ther 
corporation, the sale of all or. substantially all its assets to another 
entity, or tJrr:f other fundamental change, to the extent that, as a result of 
such merger or consolidation, sale,'· or change, either less than 70% of the 
outstanding voting securities of the surviving or resulting corporation ate 
owned in the aggregate ~ the persons who were the shareholde1:S of Scott 
Fetzer imnediately prior to such nerger or consolidation, sale, or change, 
or Soott Fetzer ceases to be required, and tJrr:i such surviving or resulting,, 
corporation is1inot required, to file informaticn, documents, and reports 
under section 13(a) of the Exchange Act: or 

c. a change in .the ·mnp:>sition of the Directors of Scott Fetzer to the 
extent that, during tJrr:f i;ieriod of two <X>nSecutive yeam, individuals who at 
the beginr1ing of any such period OCl'!Stitute the Directors of S<X>tt Fetzer 

•J 
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.~· ·r 
cease for aey r:eason to constitute at least a. majority of sili:h Directors 
unless the election, or the mmination for election by the shareholders of 
SCOtt Fetzer, of each new Director of SCOtt Fi~tzer was approved by a vote 
of'llt least two-thirds of the Directors of So6tt fetzer then still in 
office WlO .~1ere Directors of SCOtt Fetzer at the begiming of any such 
periodi · 

' 

you ehall be entitled to receive within 30 days of termination a lunp sum 
payment in an ar.¥>Untiequal to 150% of your amual base pay inmediately pr:eoeding 
any such event or, at your cption, you shall be entitled to elect to receive 
said am::>unt in equal llW)nthly installments for a period of either one y~ or 18 
months. 

You will oontinue for a period of 18 months ftan the date of 
termination to participate. in am receive the benefits of all benefit plans in 
which you were participating inmediately Irior to any such e11ei1t to the same 
extent as if your enployment had continued duri1¥J those 18 nonths on the same 
basis as in effect imnediately p:'ior to any such wenti a~ 

For puz:p:>Ses Of determinif¥J eligibility for benefits am years Of 
service \l'lder The Scott & Fetzer c:atpany General Pension Plan, your enployment 
will he deemed to .. have continued until age 55 if at the date of termination you 
have oot r:eached ~e 55. ' .· 

Please ackoowledge this inducement and mdertakil¥J by SCOtt Fetzer to 
you by signi1¥J am returni1¥J to me a COP.f of this letter. 

Ackrowledged; 

Very truly yours, 

Rali;il Schey 
Chairman of the Board 

For The Scott & Fetzer Coopany 
pursuant to the authorization 
am at the direction of its 
~rd of Directors. 



Dr. Ko Wayne Smith 
1004 Woburn Court . 
McLean, V:l.rgi.nia 22102 

Dear Wayne: 

February 23, 1983. 

,, 

This letter is intended to SUillllari.ze oor discussions and mderstandi.ngs . 
regarding yoor proposed E!Jt>loyment by Scott Fetzer. Prior to the comnencement 
of ywr E!Jt>loyment, we ~d mter into an E!Jt>loymmt agreement with a term of 
three (3) years which 'WOUld incorporate the following items. 

You would be E!Jt>loyed as a Vi.c,e :EXesi.dent of Scott Fetzer and be elected as 
Cl!a4;mn and Chief Executive Officer ot Scott Fetzer's subsidiary, World Book, 
Inc." You would report to the President and Chief Opera17i.ng Officer of Scott 
Fetzer. As soon as practical, yoo would be oominated, subject to shareholders' 
approval, to serve as a TIB!i:>er of the Board of Di.rectors of Scott Fetzer. We 
understand that, except for the limited t::im! required for yoor services as a 
director of approxinately three corporations, you ~iould be able to devote full 
ti.me to your duties with Scott Fetzer and World Book. Your E!Jt>loyment -would 
begin en May l, 1983, or sooner if possible. 

Your base pay will be $230,000 per year, and your bonus will be a mini.num 
of $70,0UO for the first full fiscal year of ywr E!Jt>loyment and a pro rata 
arrount in the prior partial year. You nust be enployed at tne end of any fiscal 
year to be eligible to receive a bonus. Your salary and bonus will be reviewed 
each year. 

'.Lbe Scott Fetzer Board of Directors will be requested to grant to yoo at 
i.~ May meeting options to purchase 7 ,500 shares of Scott Fetzer colll!Dn stock 
under the conpany stock option plan. Future q>ti.on grants will be based on the 
fornuia used to determine options to be granted to other Scott Fetzer officers. 

~ther than those of 1-brld Book, yoo will be mti.tled to re::ei.ve the fringe 
benefits normally granted to Scott .fetzer officers. These include mrong others, 
a first-class autonobi.le, metbership, 9ues and related business expenses in a 
Cl!i.cago business club, the so-called "Covert" benefits ~ch are described oo an 
attachment and your l1DITi.ng and relocation eqienses as shown on the Scott Fetzer 
moving policy. 

/ , 

j 

\ 
\ 

/ 
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' 
Dr. K. Wayne Smith 2. February 23, 1983 

;; : .! 

You would particiriate in the Scott Fetzer General Pension Plan for Salaried 
1:1Iployees. As part of:) the eiployment agreement, t<ie will negotiate some fonn of 
retirement supple!D2Ilt which would replace only tj]at portion of your current 
pension plan benefits wch would i:x>t vest Que td your mt coopleting the 
current full year of'· service. ·. 

'77 

Should your euployment termina,t;e (other than voluntarily or for caus'e h1 
either of which case·you would not be .entitled to aey tennir.aticn pay), you wilJ ..... 
receive an arrount equal to one and a half years base pay paid in nonthly L - ( 
installments. For aey period during which tenninatiQl'l canpensaticn is being \ .. .-' 
paid to yoµ or for cne and a half years after any tenninaticn of euployment 
(ltlichev~i"' is longer), you will be prohibited from corapeting with Scott Fetzer 
and World Book. · 

~ ' 1.r;;,·:-;:.: ', 
:r believ'e this covers the various points which we have discussed. If you 

have aey questions or wish fuller explanations of aey particular item, please 
call me, or if appropriate, Bob Weber with whom you:tz.ve previously spoken. 

. ,_ '' 

As socn as you have done yoi.I(_\ revie.1 and concur, I will get an approval 
from our Board of1 Directors. ln··the meantime, I understand you are l§)ing to 
meet Bob"Bjork; I w:ruld like to arrange for you to meet other outside directors 
with whom you will be working in the future. ,. 

F'l 
As you \m!M, \~ayne, I have great respect for your abilities and am sure 

that your association with Scott Fetzer will be of great benefit to all of us. 

GAC:sa 

Attachments 

tfta;J:l . 3/l-t /~g 

:r.+µ 
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FURTHER AMENDMENT TO CONTINGENT 
COMPENSATION AGREEMENT 

THE SCOTT & FETZER COMPANY, an Ohio corporation, and 

I the Executive Employee who has executed the Contingent 

Compensation Agreement attached hereto as Exhibit A hereby 

• 

• 

• 

• 

• 

• 

• 

• 

->::' 

agree, as of 0~. ~~~~~~· 1984, that such Contingent 

Compensation Agreement, as amendr)d 

is further am~.nded as foll~~;s: 

1. By deleting the words 

as of June 28, 1983, hereby 

"an acquisition or merger" 

wherever they appear and substituting therefor the words "a 

change in control" and deleting the ':':'ords "acquisition or 
0 

merger" wherever they appear and' substituting therefor the 

words "change in control" . 

2. '" By deleting in the paragraph beginning with words 

"NOW THE~.f.:FORE" all of the preserit text following the words 

"value per share" and substituting therefor the following: 

determined as hereinafter provided in the event of: 

A. the ~cquisition cir ownership of 30% or 
more of the voting stock of the Company by any 
person (as the_ term "person" is used in Section 
13(d)(3) or Section 14(d}(2) of the Securities 
Exchange Act of 1934 J"Exchange Act")) as a 
consequence of a tender offer or offer to 
purchase. market or privately negotiated ,-
purchases, or any othercavent or circumstance, as 
disclosed or required to be disclosed in a report 
or an amendment to a report on Schedule 13D, 
Schedule 14D-l, Schedule 13E-3 or Form 8-K or any 
successor schedule, form, or report under the 
Exchange Act) ; 

,. 
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B. the merger or consolidation of the 
.Company with another corporation, the sale of all 
or ,substantially all tts assets to another 
entity/ or any other fundamental change, to the 
extent that, as a result of such merger or 
consolidation, sale, or change, either less than 
70\ of the outstanding voting securities of the 
surviving or·· resulting. corporation are owned in 
the aggregate by the persons who were the 
shareholders of the Company immediately prior to 
such merger or consolidation, sale, or change. or 
the Company ceases to be required, and any such 
surviving or resulting corporation is not . 
required, to file informatio~. documents. and 
reports under section 13(a). of the Exchange Act: 
or 

. c. a change in the composition of the 
Directors of the Company to the extent that, 
during any period of two consecutive years. 
individuals who at the beginning of any such 
period constitute the Directors of the Company 
.cease for any reason to constitute at least a 
1c.ajority of such Directors unless the election, 
or the nomination for election by the .c. 
shareholders of the Company, of each new Director 
of the Company was;> approved by a vote of at 1eas.t 
two-thirds of• the Directors of the Company then 
still in office who were Directors of the Company 
at the beginning of any such period. · 

The value per share shall be, for purposes.of Clause 
A, the highest price per share paid by any such person 
in any such tender offer or offer to purchase, market 
or privately negotiated purchases, or any other such 
event or circumstance. for purposes,of clause B. the 
value of the securities or other property received or 
retained, as the case may be, by shareholders of the 
Company in any such merger or consolidation. sale. or 
change, a;id. for purposes of clause c. the average 
closing price of Common Shares on the New York Stock 
E:xchange for the first 30 trading d,ays immediately 
f<;>llowing any such change in the •. (".:i3n1~osition of the 
Directors of the Company. 'J~:' 

11 \i 

2 

To assure the Executive Eltlployee that the Company will 
" 

fulfill in good faith ifs obligation i::o pay::>to the Executive 

Employee the increased"value of such Common Shares as provided 

:::;,.·~ - . 

0 
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by this aqreement, the Company shall make an anticipatory 

payment to the Executive Employee, upon demand in writinq by 

the Executive Employee, immediately upon any of the following. 

anticipatory events: 

... 

(A)(l) The filing under the Exchange Act of a 

statement on Schedule l4D-l or any similar document 

indicatinq the intent of any person (as the term is used in 

clause A) to commence a tender offer for or offer to 

purchase voting stock of the Company as contemplated by 

clause A; 

(A)(2) The filinq under the Exchange Act of a 

Schedule. 13D or any similar document indicating the ,, 
1_:; 

ownership of or intention to acquire voting stock of the 

Company by any person (as the term is useci in clause A) as 

contemplated by clause A; 

' (A)(3) The earlier of any public announcement or 

filing of any document under the Exchange Act indicating 

the ownership of or intention to acquire in any other 

manner by any person (as the term is used in clause A) 

voting stock of the Company as, contemplated by clause A; 

(B)(l) The approval by thl:! Di'rectors of the Company 

of a definitive agreement, plan, or instrument pursuant to 
' which the Company would effect a merger or consolidation or 

sale of its assets as contemplated by clause B; 

80 
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(B)(2f The approval by the Directors of the Company, 

or the recommendation by the Directors.to the shareholders 

of the Company, or the approval or adoption py the 

shareholders of the Company, whichever occurs earlier, of 

any action that would involve a fundamental chanqe of the 

Company, as ~templ.·a,t,ed by clause B; or 

(C) The first date of mailing of any proxy soliciting 

materials. whether by the Company or any other person, 

soliciting proxies for the election of Directors or. if 

there is no such solicitation, the date of the notice of 

the meeting of the Directors or the shareholders at which 

action is proposed to be taken. as indicated by any such 

notice. which in any circumstance possibly would result in 

a change in the composition of the Directors of the Company 

as contemplated by clause c. 

The value per share used in determining the amount of any 

anticipatory payment shall be, for purposes of clause A. the 

higher of the closing price per share of the Common Shares on 

the first full trading day following the filing or announcement 

or the highest price per share paid or proposed to be paid as 

indicated in the filing or announcement, for purposes of clause 

B. the value per share to be :r;eceived by the shareholders of 

the Company in respect of t,he Common Shares or. if greater, the 

closing price per share of the Common Shares on the first full 

trading day following any suclr'approval or reco111111endation, and, 
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for purposes of clause C, the closing price per share of the 
_, 

Coamon Shares on the last trading day immediately preceding the 

mailing of proxy soliciting materials or the giving of notice 

of a meeting of the Directors or the shareholders. Within two 

days of the.occurrence of the event or circumstance 

contemplated by any of clauses A, B or C, the Company shall pay 

to the Executive Employee the difference between the 

anticipatory payment and the payment that the Company is 

obligated to make under this agreement, if any. In the event 

that the event or circumstance in respect of which an 

anticipatory payment has been made is abandoned or shall not 

have occurred within a reasonable period of time and as a 

consequence the Executive Employee shall not have any right to 

receive from the Company any payment under this agreement, the 

Executive Employee will return to the Company the amount of any 

anticipatory payment. The obligation of the Executive Employe.e 

to return the anticipatory payment in such event shall be 

absolute and uncond~tional, but the Executive Employee shall 

not be subject to any restriction, limitation, or condition in 

the use and enjoyment of the anticipat~ry payment pending 

occurrence of the event or circumstance in respect of which the 

anticipatory payment has been made. 

3. The Scott & Fetzer Company and the Executive 

Employee hereby further agree that_the Contingent 

Compensation Agreement attached hereto as Exhibit A, as 
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further amended by the chanqes set forth in this Further 

Amendment to continqent Compensation Aqreement, shall read 

in the form attached hereto as Exhibit B and, in such form, 

shall co~stitute from and after ______ , 1984 the 

aqreement between The Scott & Fetzer Company and the 

Executive Employee with respect to the matters therein 

provided. 

Executed at Cleveland, Ohio as of , 1984. -------

THE SCOTT & FETZER COMPANY 

By _____________ _ 

'·' 
Executive Employee 

" 



. ·' EXHIBIT A.' 

' 

IN~~OF: 

a) '1'he valued oontributioo that John Bebbingtai\(hereinafter called 
the •Executive &tployee•) has lllllde durin;J tM eight (8) years of his enployment 
with '1'he S<X>tt & ·Fetzer Ccnpany (hereinafter aslled the "Calpany" >: 

b) '1'he significant role that the Executive &lployee plays in 
developing and inplementing strategic plans for the Oonpeny: 

c) '1'he considerable benefit to the carpany of the C<Xltinuatioo of the 
~ecutive &!ployee•s enployment with the a:.rpany: 

d) '1'he potential C<Xlflict between cor:porate interests and the 
Executive &tployee's pers<Xlal interests and the possible desire by the Executive 
&lployee to obtain other enployment in the event that an acquisitiai or merger 
of the oonpany resulting in a dlanged role of the Executive atployee within the 
Ccnpany should appear likely: and 

e) 'lhe likelihood that in an acquisitioo or merger a higher valuation 
would be placed upcn the carpany as carpared to its stodt market price and that 
such higher valuatioo w:>uld be an acknowledgement of the oontributions and 
benefits that the Executive &lployee has provided to the CClrpany through his, 
effective management, 

--'· 
the Ccnpany and the Executive &rployee have entered into this agreement 

1) To induce the Executive &rployee to C<Xltinue his enployment with 
the Ccnpany notwithstanding the possibility of an acquisition or merger of the 
Ccnpany: 

2) To induce the Executive &nployee to exercise his best judgment oo 
behalf of the Ckupany in the event of a potential acquisitioo or merger: and 

3) To conpensate the Executive &nployee for his oontribution to the 
added value shareholders would receive as a result of the increased valuation 
placed upon the Ccnpany in an acquisition or merger. 

J.Ool, 'DiEREFORE, the Executive &tployee shall have the right to receive 
fran the Ccnpany, and the Ckllpany shall have the obligation to pay to the 
Executive &tployee, subject to the terms and .comitions C<Xltained in this 
agreenent, the increase in value, if any, of 50,000 Ccxlm:ln Shares of the 

., 
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0 «t*W ~ ~ Cl\ a per share basis by the difference bebieen the price per 
share of $23.375 and the value per &hare mceived by or accruing to the benefit 
of shareholders of the Ocllplny pursuant to Cf'/ tender offer for O:Amcn Shares of 
the .,....,.ny (other than~• ~r offer by the Q:mpany) or the merger or 
ccnaolidatiCI\ of the o*'i61y with mother coqloratiCI\ or the sale of 
aumtantially all of the issets of the Q:mpany to mother cxxpoc•tion, W\ich 
tender offer, •rger, CCll80lidatiCI\ or sale, in the cpiniCll of the BoEd of 
Directors, •evidenced by a wsolutiCI\ at a meeting thenof, iesults in a 
chmge of ccntml of the Clarpllny. Per pirpoaes of this agieement, •acquisition 
or •iger• of the Olnpmy aball. include the acquisition of ownership of nDre 
than SOI of the issued and outstanding CUt11a1 Shares of the CUtpany, whether by 
tender offer, •rger, CXXISOJ.idaticn, sale or otherwise. lbless otherwise agreed 
by the CClrpany and the Executive &iployee in writing, the Executive &iployee 
llhall be paid in cash in the n:>unt he is entitled to mceive lftier this 
agteement inmediately upc:n the CCllSll'llllatiaa of the acquisitiaa or merger of the 
Clarpllny. 

'Ibis agieement and the rights and obligations established hereunder 
shall tetminate upc:n the first occurrence of artJ of the following: 

(a) 'lbirty days after the enployment of the Executive &iployee with 
the CClrpany tetminates upc:n the voluntaty resignatiaa of the Executive 
&lployee: 0 

(b) One year after the enployment of the Executive &iployee with the 
Ccnpany tenninates at the iequest or directiaa of the Ccnpany: 

(c) One year after the Executive Btployee reaches the age of 651 

(d) One year after the death oCthe Executive &iployee: or 

(e) November 27, 1989, at 9:00 a.m., F.astem Standard Ti.ma. 

In the event that the Executive &rployee shall intentionally cxmnit an act 
materially inimi~al to the interest of the Cklnpany or a subsidiary, and the 
Board of Directors prior to artJ acquisitiaa or me19er of the carpany to which 
this agree11ent ielates shall so find, this agree111e11t and the rights :md 
obligations established hereunder shall tetminate at the tine of such act, 
notwithstanding any other provision of this agreement. 

Nothi!J3 in this agreement shall be construed to: 

(a) Give the Executive &rployee any rights W\atsoever with iespect to 
0Jm1a1 Shares of the Ccnpany: 

(b) Limit in IJ/flY way the right of the Calpany to tenninate the 
Executive &rployee's enployment with the carpany at artJ tine: or 
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(c) Be evidence of arPJ ag1wnent or understanding, expt ss or inplied, 
that the CDlplny will 111Ploy the Executive Blployee in my particular position 
or at my particular rate of nmneration. 

In the event of my stock divi~~.nd, stock split, ccnt>ination of llhates, 
n:aipitalizatim or other ~ in the capit.al atructuxe of the Ocnpany, 
tippLUpliate adjustment llhall be .me in the llh"ler of o a•1:11 Shales i:eferted to 
above in Older to pmient dilutim or enlu:g !\It of the rights of the Executive 
Enployee and obligations of the Ocnpany Wider tl:1ia 11311111 ent. 

EXD:lJ'l'ED at Cleveland, tllio Jmuny l&, 1980 • of NoYeld>er 27, 1979. 

'· 'DIE SCX1rl' ' PETZER a:K'.ANY 

. . ~". _, -· ,? ,# .. _L fi_ / -_/~ 
''-"'· .. · > ,-<._ • • /·. : \ ~ ____ :.By_tf46(t~ /~4~ 

Executive &1;;10Yee 

-.. 



Exhibit B 

AMENDED AND RESTATED 
COMTINGENT COMPENSATION AGREEMENT 

IN RECOGNITION OF: 

a) The vaiued contribution ·that 
(hereinafter called the "Executive Employe-e"""""<"")""'h:-a-s-m-a"""'d:-e-· '""d-uring 
the (5) years of his employment with The Scot.t & 
Fetzer Company (hereinafter called the "Company"); 

b) The significant role that the Executive Employee 
plays in developing and implementing strategic plans for the 
Company; 

c) 
continuation 
Company; 

The considerable benefit to the Company of the 
of the Executive Employee's employment with the 

d) The potential conflict between corporate interests 
and the Executive Employee's personal interests and the 
possible desire by the Executive E~ploy£e to obtain other 
employment in the event that a ch'.l"\0:gl.1 in control of the Company 
resulting in a changed role of the Executive Employee within 
the Company should appear lil~ely; and · 

e) The likelihood that in a change in control a 
higher valuation would be placed upon the Company as compared 
to its stock market price and that such higher valuation would 
be an acknowledgement of the contributions and benefits that 
the Executive Employee has provided to the Company through his 
effective management; < 

the Company and the Executive Employee have entered into th5:'. 
agreement 

. 
1) To induce the Executive Employee to continue his 

employment with the Company notwithstanding the possibility of 
a change in control of the Company; 

2) To induce the Executive Employee to exercise his 
best ju~gment on behalf of the Company in the event of a 
potential change in control; and 

3) To compensate the Executive Employee for his 
contribution to the added value shareholders would receive as a 
result of the increased valuation placed upon the Company in a 
change in control. 

87 



2 

-.~--.-

.. NOW, THEREFORE, the Executive Employee shall have the • 
rcight to receive from the Company, ~.d the Company shall have 
the obligation to pay to the Executive Employee, subject to·the 
terms and conditions contained in this agreement, the.increased 
value, if any, of . Common Sha=es of the Company as 
measured on a per share basis by the difference between the 
price per share of apd the value per share 
determined, as hereinafter provided in the event of: 

A. the acquisition or ownership of 30% or more of the 
0 voting stock of the Company by any person (as the term 

"person" is used in Section l3(d)(3) or Section 14(d)(2) of 
the Se.:urities Exchang'.! Act of 1934 ("Exchange Act")) as a 
consequence of a tender offer or offer to purchase, market 
or privately negotiated. purchases, or any other event or 
circumstance, as discl.osed or required to be disclosed in a 
report or an amendment to a.l'report on Schedule:, l3D. ·c. 

Schedule 14D-l, Schedule 13E-3 or Form 8-K (or any 
successor schedule, form." or report under the Exchange Act): 

B. the merger or qonsolidatioq~~f the Company with 
another corporation, the sale of al;~~ substantially all 
its assets. to another entity, or anyJ other fundamental 
change. to the extent that, as a result of such'.1merger or 
consolidation, sale, or change, either less than 70% of the 
outstanding voting securities ,.of the surviving or resulting 
corporation are owned in the aggregate by the persons who 
we.re the shareholders of the Company immeq5.at;ely prior to 
such merger or consolidation. sale. or change, or the 
Company ceases to be required, and any s1..1ch surviving or 
resulting corporation is not required, to file information, 
documents, and reports under Section 13ta) of the Exchange 
Act; or 

C. a change in the composition of the Directors of 
the Corn:;;iany to the extent that, during any per.:.iod of 'two 
consecuti•;e years, individuals who at the beginning of any 
sµ(fh period constitute the Directors of the Company cease 
for any reason to constitute at least a majority of such 
Directors unless the election, or the nomination for 
election by the shareholders of the Company, of each new 
Director of the Company was approved by a vote of at least 
two-thirds of the Directors of the Company then still in 
office who were Directors of the. Company at the beginning 
of any such period. 

The value per share shall be, for purposes of clause A, the 
highest price per share paid by any such per~on in any such 
tender offer or offer to purchase, market or privately 
negotiated purchases, or any other such event or circumstance, 



':""-•. 

• 
= 

0 

• 
~j 

t cP 

• 

• 
·.- "! 

• 

. ,, 

.0 

3 

('· 

. ,,J ""' ' 
for purposes of.clause·B, the value Cif the securities or otiler 
property received or retained, as the case may be, by 
shareholde;r.s of the Company in any such merger or 
conisglidation,, ~,ale or change, and, fo.r purpo.:;:e,s of clau~.e C, 
the 'average .cl'o~·ing price ,,qf Conunon Shares on''--lille New York 
Stock Exchange foi; the fir,;;t 30 trading day·s immediately e 
following any such·ch.~riqe "in the composition of the Directors 
of ·the Compapy. C:.'J · 

To assure the Executive Employee that the Company will 
fulfill in good faith its obligation to pay to the Executive 
Employee the inci;.eased value of such Common Shares as ·provided 
by this agreement;, the Company shall make. an anticipato,~y 
payment to the Executive f;mplpyee, upon demand in writing by 
the Executiv.e Employee, immediate1y r,upon any of the following . 
anticipatory events: " , o 

.. (A) ( 1) The filing under the Exchi'\n.ge Act of a 
'statement on Schedule 14D-l or any silliilar document 
indicating the intent of any person (as the term is used in 
claus.e A) to commence a tende.r offer for or offer to .,, 
purchase voting .. sl:ock of the Company as contemplated by··. 
clause A; ··· · ·~ 

(.·;:-

(A)(2) The filir..g under the Exchi!-nge Act of a 
Schedu.le 13D; or a_ny similar document indical:~ng the 
ownership of ,.or intenl:~on to acquire voting stock of 
Company by any pers9n (as the term is used in clause 
contemn1ated bv cl&\.ise A; 

u -· '"'c, n 

the 
A) as 

(A) (3) The eardier of any public ;mnouncement or 
'' filing of any jocutnem: under the-Exchange Act indicating 

-:he owne:: s::i? :Jf or i:i<:entioa i:o acquire 'in any othe.r 
manner by any per,son (as the term is used in clause A) 
votiri,g stock of the Company as contemplated by clause A; 

0 

( B) \~1) T!),E~ appro•1al by .the Directors of the Company 
of a definitive' agreement, plan, or instrument pursuani: i:o 

• -· \\\ d ' ' "'- • .,_. 

which tl'le Comr:y;my would effect a merger o.r CO!Jpol 1dat1on or 
sale of its as·set:s as contemplated by clause .B; 

::..·1 

'<B> ( 2) The approval by the Directors of the Company. 
or the recommendation.by the DirectRrs to the sharehl(;lders 
of the Company, or the approval or adoption by ~he 
shareholders of the Company. whichever occurs earlier, of 
any actton that would involve a fundamental change of the 

.·Company)'" as contemplated by clause B; or 
. - y ,, 

(C) The first 'date of mailing of •?;my proxy soliciting 
smaterials, whether by the Company or any other person, 

0 

0 

0 

·1 
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soliciting proxies for the election of Directors or, if 
there is no such solicita;t.·ion, the date of the notice of 
t:he meeting of the Directors or the shareholders at ~hich 
action is proposed to be taken, as indicated by any such •, 
notice, which in any circumstance possibly would result in·.· 
a change in the. composition of the Dir.ectors of the Company 
as contemplated by clause c. 

The value per share used in determining the amount of any 
ant:icipatory payment shall be, for purposes of clause A, the 
higher of the closing price per share o.f the Common Shares on 
the first full trading day following the filing or announcement 
or the highest price per share paid or proposed to be paid as 
indicated· in the filing or announcement, for purposes of clause. 
B, the value per share to be received by the shareholders of 
the company in respect of the Common Shares or. if greater, the 
closing price per share of the Common Shares on the first full 
trading day foll'owing any such approval or recommendation, and, 
for purposes of clause C, the closing price per share of the 
Common Shares on the last trading day immediately preceding the 
mailing of proxy soliciting materials or the giving of notice 
of a meeting of the Directors or t;he shareholders. Within two 
days of the occurre~ce of the event or circumstance 
contemplated by any of clauses A. B or C, the Company shall pay 
t<?, th,e Executive Employee the difference between the 
anticipatory payment and th.e payment that the Company is 
obligated to ma.ke under this agreement, if any. In the event 
tha:t: "Che even'!: or circums<:ance in respect of which an 
anticipatory payment has been made is abandoned or shall no<: 
have occurred within a reasonable pertod"of time and as a 
conseauence the Executive Emoiovee shall not have anv riaht to 
recei•;e fr cm the Company any- pa0;ien<: under this agreemen~, the 
E:<ecu"ti-:1e E':r.;!q·yee ".vill !:'e_i:urn -co the Cqmpany t:he amount q_f any 
an.:icipa<:cry ;iaymem:: ::he obligation of the Execu"Cive Employee 
to return the anticipatory paymen"C in such event shall be 
absolute and unconditional, but the Executive Employee shall 
not be subj.ec1~ to any restric"Cion. limitation, or condition in 
the use and enjoyment of the anticipatory payment pending 
occuq:ence of the event or circumstance ,in :;,espect of which the 
anticipatory payment has been made. ·· 

This agreement and the rights·~·and obligations 
established hereunder shall terminate upon the first occurrence 

•· of any o.f the following: o 

• 

a) Thirty days after the employment of the Executive 
Employee with the Company terminates upon t:he voluntary 
resignation of the Executiv~1{Employee; 

() 

·~ .· 
............................ ml'~·-. ......................................... ~ ......... .... 
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c 
b) 'One year a(ter the employment of thP, Executive 

Employee with the~Compan;r terminates at the request or 
direction of the Company, except in the event that prior to the 
termination of employment of the Executive Employee a person. 
as the term is used in Section 13(d)(3) or Section 14(d)(2) of 
the Exchange Ac;s. has offered to acquire 30%.of the issued and 
outstanding Common Shares of the Company; , 1~·. o 

,, 
c) One year after the Executive Employee reaches the 

age of 65; 
-::; 

d) One year after the death of the Executive 
Employee; or 

e) 0Novembe,r 27,. 1989, at 9:00 a.m. Eastern Standard 
Time. '·· 

=;:;:,;-. .. 

In the event that the Executl'veEmployee shall intentionally 
commit an act materially inimic~l to the interest of the 
Company or a· subsidiary, and the Board of Direc;:;tors· prior to 
any acquisition or merger of the company to which this 
agreement relates shall so fi;nd, this agreement and the rights 
and obligations established hereunder shall terminate at the 
time of such a<;;t:. notwithstanding any other provision of this 
agreement: . 

Nothing in this agreement shall be construed to: 

a) Give t:he Execui::ive Employee any rights what:soever 
with respect to Common Shares of the Company; 

,_,, .· 

b) r:m:- =n an·i/ ~·-v -·ne y:~~-:'"; -~~ c---a11~~ ~o ,. _..:.a.-. ... _ ...... .va.. L..L ... ~~O.J.-.. '...,,.. · .. .a. .. - \.J1 •• ~ :t -

\) terminate t:ie =::-:-:-ci..:.t:.·:e :::n?:.o~ .. ee· s e~pi.:l}'7.e:1t: · .. ;ir:h the Cdmpan:l 
at any tim§:. or 

(~t 

c) Be evidence of any agreement or understanding, 
exEr.ess or implied, that the Company .:;,,i'11 employ th.e Executive 
Employee in any particular position or ai:' any particular rate 
of remuneration. 

In the event of any stock .. j,i vidend, stock split, ,, 
combination of shares, recapitalization or other change in the 
capital structu;-e of the Company, appropriate adjustment shall 
be made in the number of Cornman Shares referred to above in 
order to preven,1; dilution or enlargement of the rights of the 
Executive Employee and obligations of the Company under this 
agreement~, 

' 

0 

' 
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·EXECUTED at Cleveland, Ohio originally on January 18, 1980 
as of" November 27, 1979 and subsequently on , 1984. 

(_) THE SCOTT & FETZER COMPANY 

Executive Employee 

C) 
1..;:' 

I . 

. " 



February 22, 1983 

Mr. Hobert t·&JBjork 
Stuyvesant 11anagement Corporation 
50 Broad Street 
New York, New York 10004 

Uear Bob: 

. , Currently, in addition to your Board of ill.rectors• fees as an rutside 
director and the fees ya.i receive as an outside director for World Book, vie are·, 
also retaining· you at the rate of $1 , 000 iooqthly for investment. policy advice tr) 
the Investment Comnittee. , , <z1 

Effective t-larch 1 , 1983, \-le ~uld like to C'hange your consulting 
arrangement as outlined below: 

1 • As long as yoo are a Scott Fetzer director or oonsultant to the 
Company, it is to be clearly understood that neither yoo nor any firm 
that you are associated with will be retained to directly or indirectly 
manage any Scott Fetzer funds• 

2. 'lhis new consll,lting agreement will be for a period of thirteen nonths 
cancellahle at .any time by either party upon thirty days' notice. It 
will be revieNed and continued or revised oo later t:.'lan Harell 31 , 
1984. 

3. Your consulting fee will be $24,000 annually, paid $2,000 monthly, plus 
any direct expenses. Yoo will (1) function as the consultant on 
invesbnent policy for the board's Finance & Investment Cormri.ttee, (2) 
be available as an investment advisor to the corporate treasurer in the 
management of Scott Fetzer's short-term funds, and (3) be available to 
corporate manage1oont for financial policy a:.Wice. 

In addition to this consulting arrangement, your rrenbership on Scott 
Fetzeir's board and your role as a menber of World Book's board, \-le ~uld also 
like for you to be the ootside Scott Fetzer board i!Ellber a1 the Scott Fetzer 
Financial Services ~any board. For this assignment, you would not receive an 
additional retainer fee l"t l'K>uld receive the regular ~ting fees of $300 for 
an oiltside director on an inside board. 

0 

14600 Detroit.Avenue • Lakewood, Ohio 44107 U.S.A. • (216) 228-6200 •Telex (810) 421-8128 
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Mr. Robert w. Bjork 2. February 22, 1983 

We will atteipt to coordinate the Financial Services board meetings with 
tOOse of Scott Fetzer s6 as. to minimize your travel and personal ~ require­
ments. As I may have mentioned to you, the other outside di.rector for the 
present c:n the Financial Services board will be Ray Davis, mo I am sure you 
remember retired from World Bock a couple of years ago am has bem working with 
me c:n the cbmestic finance coopani.es and also wit.11 United Acceptance in 

. England. 

If these arrangements are satisfactory, please sign the enclosed copy and 
return it to us. 

JFB:sa 

cc: G. A. Cllildress 
K. u. Hughes 
R. r:. Schey 
K. J. Semelsberger 

0 

regards, 

• Bradley 
cutive Vice Pres>'iilleii~~--­

Admi.ni.stration & Finance 
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Dr. Stei;tien H. Fuller 
!larvard Business School 
elliPbrey lt>Use 12 
Soldiers Field 
Boston, M 02163 

Dear Steve: 

In addition to your Board of Directors duties we wish to retain you at 
the rate of $4,500 per quarter for the following consulting services: 

1. Training of Scott Fetzer, its divisions and subsidiaries, personnel 
with efltlhasis on managers and future general managers: 

•_, 

2. Labor iroblems at Scott Fetzer plant locations: 

3. Analysis of human relations goals and advice to divisions and 
subsidiaries on reaching those goals. ·; 

In addition. to the f'ee referenced above, you will be reintlursed your 
expenses incurred by travelling to and oonsulting directly with the divis.ions 
and subsidiaries. 

It is further agreed that all travel schedules shall be prepared well 
·.enough in advance so as not to conflict with your normal schedule.·· All such 
·scheduling will !J> through Scott Fetzer, as cgiosed to scheduling with the. 
divisions and subsidiaries. 

As you know, I have spoken to the directors about this arrangement and 
they have enthusiastically endorsed these services, 

If these arrangements are satisfactory, please sign the enclosed copy 
and return it to us. 

RES:g 

}\greed: 

Stephen H. fuiier 

Date 

Sincerely, 

Rali;tl E. Schey 
Chairman and CEO 

1.-SOO 0etroit Avenue • Lakewood, Q.l;lio 44107 U.S.A. • (216) 228-6200 • Telex (810) 421-8128 
1, Ll 
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Celtic Life Insurance Company 
(A Rhode Island Corporation) 

Executive Offices: 163 Asylum Street, Hartford, Conn. 06102 !' 
Home Office: P1ovldence. R.I. 02903 

(Herein Cllltd the lnsurence Company l 

CERTIFIES THAT the individual named below has been designated 
by the participating Employer as eligible for coverage and is 
insured under the Group Accident and Medical Reimbursement 
Health Policy No. 200, 100 ° 

issued to 

(h~~ein called the Group Policyholder) 
1; 
, Schedule of Benefits 

Name ~of Insured: JAMES A. HUGHES 
Effec:!;_ive Date: 4-01•82 

.• , Employee 
\ 

Maximum Benefit 
Accident~! Death & Dismemberment* NONE 

Dependent 

t!O tl E 

Excess .~edical Reimbursement $10,000 $10,000 
1;\ 

*Accidental Death & Dismemberment Benefits Reduce by 
One Half Upon Attainment of Age 70 

Beneficiary: As shown on your most recent Group Enrollment Card 
or Change of Beneficiary Form on file. 

~his Certificate outlines the provisions of the Policy which 
principally affect the Insured Person's coverage. All rights 
and benefits are determined by the Group Policy which alone 
constitutes the agreement under which payments are made. 

Prnident 

GROUP ACCIDENT AND MEDICAL REIMBURSEMENT HEALTH INSURANCE 
CERTIFICATE 
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SECTION 1 - DEFINITION OF WORDS AND TERMS 
"-':;::~' 

BASE HEALTH PlAN(!neans a heelth-plan which is not part of the plan of benefits provided 
under this Policy and which provides hOspital and major medical benefits which satisfy 
the mini....., benefits required in the Participation Agreement completed by the Participat-
ing Employers. · 

CIJ4PANY means Celtic Life Insurance Company, a Rhode Island corporation, whose 
Exec~•-5ve Office address is 163 Asylum, Hartford, Connecticut 06102 

~ Q 

DEPENDENT is a person who meets the foll.owing requirements: 

(a) 

(b) 
(c) 

is a dependent of the Insured Person as defined in the Internal 
Revenue Code; 
is covered by a Base. Health Plan; and 
who is an Insured Person's: 
(l) spouse; 
(2) unmarried dependent child less than 19 years of age; 
(3) unmarried dependent child who isJa fu.11-time student at an 

accredit~- college or university; or · 
(4) unnarried dependent child who was totally and permanently 

disabled prior to reaching 19 years of age. 

In addition to natural born or legally adopted children, the word "child" includes an 
Insured Person's step child or foster child so long as. that child resides in the 
liisur~Person's household or is dependent upon such Insured Person for his principal 
support and maintenance. 

•/ 
-~ 

GRQJP POLICYHOLDER means the person·i'.partnership, corporation, or trust so defined on 
the Title Page of this Policy. ·· 

INSURANCE MONTH means that period of time beginning at 12:00 A.H. on the first day of 
any calendar month and ending at 12:00 midn.ight on the last day of the same month. 

INSURED PERSON means a full-time employee of a Particfpatill!l Employer: 

(a) 

(b) 
(c) 
(d) 

who has been designated by the Participating Employer as 
eligible for coverage under this Policy; 
who has completed an enrollment card provided by the Company; 
who is covered under a Base Health Plan; and 
for whom praniums for this Policy are being paid. 

PARTICIPATING EMPLOYER means an employer who has been ac~epted. and approved by the 
Company for participation in the coverage provided by this Policy. 

PARTICIPATING EMPLOYER'S PLAN YEAR means. that period of time commencing at 12:01 A.H. 
on the date that the Insurance for a Participating £mployer first becomes effective 
and ending on the same calendar day of· the following year. Each succeeding like period 
will be considered a new Plan Year. 

PHYSICIAN means a person lkensed by law to practice the healing arts. 

POLICY means this Group Accident and Medical Reimbursement Health Insurance Policy 
issued by the Company to the Group Policyholder. 

] 

......................... ).1 ........................ .. 



SECTION 2 - CONTRACT 

ENTIRE POLICY. This Policy, the application of the Group Policyholder (a copy of which 
is attached) and the enrollment cards, if any, of Insured Persons shall constitute the 
entire contract l>Etween the parties. All statements made by the Group Policyholder and 
by the Insured Persons shall be deaned representations and not warranttes. No state­
ment made by any Insured Person shall be used to contest this Policy unless a copy of 
the enrollmen,t card containing the statement is or has been furnished to such Insured 
Person or to this Beneficiary. 

No agent or other person except an Officer of the Company has authority to make or 
modify this Policy or extend the time for pa)'lllent of any premium. 

No change in this Pol icy shall be v,alid unless made by endorsement or by amendment 
signed by the Group Policyholder and an Officer of the Company. Any change so made 
shall be binding on each Insured Person and on all other persons referred to in this 
Policy. 

All pronouns used in this Policy include both the masculine and the feminine gender 
unless the context indicates otherwise. 

INCONTESTABILITY. Except for the non-payment of premiums, the Company shall not contest 
the validity of this Policy as to any Insured Person after it has been in force as to 
an Insured Person for' two years during the lifetime of that Insured Person. No state­
ment made by an Insured Person shall be used to contest the validity of the Policy 
unless the statement is contained in a written application signed by the Insured Person. 

INFORMATION TO BE FURNISHED. The Company may require the Group Policyholder and Parti­
cipating Emptoyers to furnish such information as is necessary to administer this Pol icy. 
Cleri,cal error by the Group Policyholder or Participating Employer shall not affect 
insurance which would otherwise be in force-11or continue insurance which would otherwise 
be terminated. Once such an error is discovered~ there shall be an equitable adjustment 
made in premium. 

The Company shall have the right to reasonably inspect the records of the Group Policy­
holder and Participating Employers which relate to this Policy. 

MISSTATEMENT OF AGE. Premiums shall be subject to an equitable adjustment when the age 
of an Insured Person is misstated. If the amount of an Insured Person's benefits is 
dependent upon that person's age, the benefits shall be the same as that to which he 
would have been entitled at his correct age and the premium adjustment shall be based on 
the correct benefit amo•.mt. 

CERTIFICATES. The Company will furnish to the Group~;Pol icyholder an individual certifi­
cate to be delivered' to, each Insured Person summarizi~ig the benefits provided under 
this Policy. These certificates shall not be c13,nstrued to be a part of this Policy. 

NON-PARTICIPATION. This Policy does not participate, in the profits nor in the surplus 
of the Company. 

CONFORMITY WITH STATE STATUTES. Should any provision of this Policy be in conflict with 
the laws of the state in which the Group Policyholder resides, the provision shall be 
deemed to be amended to conform to the minimum requirements of such laws. 

ASSIGrf4ENT. The insurance and benefits provided under this Policy may not be assigned. 
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SECTION 3 - PROVISIONS APPLICABLE TO PARTICIPATIN> EMPLOYERS 

A Participating Employer has no rights nor privileges under this Policy exc~pt as 
provided in this Section. The Participating Employer shall be 1 fable ~or all 
accrued prani1111s payable with respect to any of its anployees who are insured 
Persons under the terms of this Policy. . 

(\ 

ELIGIBILITY AND EFFECTIVE DATE. Once an anployer meets the requirements of a 
Participating Employer as defined in Section 1 of this Policy, that anployer shall 
be eligible to be a Participating Employer. As it applies to any Participating 
Employer, the Effective Date of this Policy shall be the later.-of: 

(a) 
{b) 

the date this Policy is issued; 
the first day of the Insurance Month following the 
Company's approval of the empl!?.ter's Participation 
Agreement; or 

{c) the first day of such other month as agreed upon by 
the cannany and the Participating Employers. 

{.1 

TERMINATION. Coverage under this Policy shall cease as to the anployees of any 
Participating Employer on the date the Participating Employer: 

0\ 

{a) rio longer meets the requiranents of a ParticipatingO 

Cb)
··•· Employer as defined in Section 1 of this Policy; 

suspends active business operations or is voluntarily 
or involuntarily placed in bankruptcy or receivership; 

(c) dissolves, merges, or otherwise alters its existence; 
(d) excluded from coverage by Policy change or amendment; or 
(e) stops paying praniums as required by this Policy. 

The date specified above as the date on which a Participating Employer's coverage 
ceases shall be the date on which coverage ceases for all Insured Persons who are 
enployees of that Participating Employer and the Dependents of those Insured Persons. 

Once an enployer ceases to be a Participating Employer for purposes of this Pol icy, 
it will not be deemed to be a Participating Employer unless and until it is re­
approved as such by the Company. 

SECTION 4 - ELIGIBILITY OF INSURED PERSONS 

A person shall become eligible for coverage under this Policy on the later of: 

(a) the date hts anployer becomes a Participating Employer 
provided the person meets the definition of Insured 
Person on that date; or 

(b) the first day of the month following the date on which 
;:;> he meets the definition of Insured Person. 

SECTION 5 - INDIVIDUAL EFFECTIVE DATES 

Insurance under this Policy shall become effective as to any Insured Person on 
the date that Insured Person becomes eligible as stated in Section :1· 



\ 
SECTIO~t6' - Ul'JIVIDUAL TERMINATIONS 

An Insut~' Person's ins~yance u~-der thi.s Policy shall cease oh' the ea:liest of: 

(a) 'the date this Policy is terminated; · .-~c 
(b) ~he last day of the Insurance Month in which he requests C 

termination of his insurance; 
(c) the last day of the Insurance Month for which the 

last premi1111 payment iS made on his b2half; 
(d) the date he is no longer eligible for insurance under 

this Policy~ " 
(e) the date he enters the Armed Forces of any country; 
(f) the date he ceased to be an Insured Person as defined in 

Section l; c'' 
(g) the date his anployer ceases to be a Participating Employer 

as defined in Section 1; or . ,, 
(h) the date following the day his employment with tlie 

Participating Employer terminates. 

Ceasing active work shall be the Sillle as termination of enployment except: 

(a) if it is due to illness of injury, insurance shall be 
continued during disability resulting· from such illness or 
injury so long as premium payments are being made on behalf 
of the Insured Person; or ; 

(b) if it, is due to temPQrary layoff or approved leave of 
absence, insurance shall be continued up· to the last day 
of the Insurance Month fol lowing the month in which the 
layoff or leave of'•absence began provided premi1111 
payments are being·made on behalf of the Insured Person. 

u 

SECTION 7 - INDIVIDUAL REINSTATEMENTS 

• 

Any Insured Person who returns to work within 12 months after the date his insurance 
terminates will become re-eligible for insurance under this Policy on the date of 
his return to active employment provided: 

(a) his employer is still a Participating Emp.loyer; 
(b) premium payments are being made on his behalf; and 
(c) he meets the definition of "Insured Person .. " 

SECTION 8 - TERMINATION OF POLICY 

The group pol icy for which the benefits are prov,j'.ied hereunder may be terminated 
in accordance. with the terms of the said group master pol icy. 

SECTION 9 - ACCIDENTAL DEATH AND DISMEMBERMENT INSURANCE 
.. 

l(i1 of the terms of this Policy which are not in conflict with the terms of this 
Section shall be applicable to this Section. None of the terms contained. in this 
Section shall alter or affect any of the terms contained in any other Section of 
this Policy other than as set out specifically in this Section. 

/00 - . 
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AGGREGATE MEDICAL BENEFIT. Eligible Expenses will be reimbursed to each insured 
employee from funds. provided under the Gr,oup Aggregate Medical Benefit. Funds 
available under the Group Aggregate Benef1t equal $600 times the number of employees 
insured on the"first day of the employer"s plan year. Each employee draws funds 
from the group ~ggregate medical benefit inc.the amount needed to reimburse him for 
eligible experise umler this plan. ~ 

When the Group Aggregate Medical Benefit is not sufficient to pay all eligible 
medical expense incurred under this plan, additional benefits will be paid not 
to exceed the maximum benefits stated for Class I and Clas~,II Expenses; 

I 02-

g,EDU~TIBLE. The D~.uctible is the amount of benefits payable to an Insured Person 
or hls Dependents uJK!er the Base Health Plan•· self-insured plans, group dental 
Policies, group vision p>Jlicies, worker~·.F'canpensatfon, and other govermient.,programs. 

o ._ o·:..: . ;-

EXCLUSIONS,iAND LIMITATIONS. Ecligible Medical Expenses do not include charges: 

(1) for the P~fhiise oP':f~·ental of air conditioners, air purifiers, motor­
ized transP!!rtation eqµi1111ent, escalators or elevators, swimming 
pools, and their supplies and attachments; 

(2) incurred for medical treatment which is not rec011111ended, approved 
and certified as neces5iary and reasonable by a Physician; ,iJ . 

(3) for medical tr11atment received in an institution where such medical 
tre.,tment is provided free of charge or for which the Jnsured Person 
does not incur expense or is not legally obligated to pay in the 
abse(':e of insurance; 

(4) f<:ir treatment by a Physician which is provided free of charge or for ~· 
which the c!nsured Person does nqt actually incur expenses or is nnt 

c legaWy obligated to pay in the absence of insurance; 
(5) in·'corinection with any sickness contracted or injury .sustained as a 

result of war, declared or undeclared, or any act of war, or any . 
resistance to armed invasion or aggression; and 

(6) Which are reimbursable under any govermient 9r,ogram. 

CLAIMS. Claims for benefits for Eligible Medical Expenses shall be submitted to 
the Insured Person's Participating Employer to be verified. The Participating 
Employer shal.1 r§mit the verified claims to the Company. 

_,._,.,, 

SECTION 12 - PREMIUMS:' 

The first premium installment is due on or before the Effective Date of this 
Policy. All premium i,nstallments after the first are due on the first day of 
the mode" selected by the Company an<bParticipating Employer. All premiums must 
be received by the Canpany at its Executive Office or some other specified place 
before the Company is liable for the pa.>'!"ent of benefits under this Policy, sub-
ject to the terms of ~ection 13. .,, ,;; 

SECTION 13 - GRACE. PERIOD 

This Policy has a ... 31 day grace period. If .a fenewal prilmium is not paid on or 
before the date it is due, it may be paid during the following 31 days. The 
Pol icy

1
,111ill stay in force during the grace period. 
·~ ··" 
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LOSS OF LIFE ACCIDENT INDEMNITY 

When injury results in loss of life of the Insured Person within 100 ~ay!l. ~·tier 
the date of the acci.dent. the Company will pay the Loss of Life Accident Indemnity 
as indicated by the Insured Person's enrollment card up to a maximum of $200,000.00. 

The total payment for all losses resulting fran the same accident shall not.,exceed 
• .1,000,000,.00. Where benefits are payable for loss of life, the Company has the 

right to have an autopsy made where allowed by law. Any loss of life benefit shall 
be paid to the person designated as the beneficiary by the Insured Person. All 
other benefits shall be paid to the Insured Person. 

• 

• 
;; 

• 

• 

• 

SPECIFIC LOSS ACCIDENT INDEMNITY 

When injury does not result in loss of life of the Insured Person within 100 days 
after the date of the accident but does·~result in any one of the following losses 
within 100 days after the date of the accident, the. Company will ~Y the amount 
set opposite said loss, but not to exceed Specific i.oss Accident Irldemnity stated in 
the Schedule of Benefits. If'more than one loss results fran one accident, only 
the amount set opposite one loss (the greater) will be paid . 

.Both hands 
Both feet 
The entfre sight of both eyes 
One hand and one foot 
One hand and the entire sight of one eye 
One foot and the entire sight of one eye 
One hand 
One foot 
The entire sight of one eye 

The Specific Loss A_c:i;ident Indermii ty 
The Specific Loss'~Accident Indemnity 
The Specific Loss Accident Indemnity 
The Specific Loss Accident Indemnity 
The Specific Loss Accident Indemnity 
The Specific Loss Accident Indemnity 
.50% of the Specific Loss Accident Indemnit;y 
50% of the Specific Loss Accident Indemnity 
50% of the Specific Loss Accident Indemnity 

"Loss," as used above with reference to hand or foot, means complete severance through 
or above the wrist or ankle joint and, as used with reference to eye, means irrecover­
able loss of the entire sight thereof. 

EXPOSURE AND DISAPPEARANCE 

When, by reasr;m of an accident covered by this Policy, the Insured Person is unavoid­
,ably exposed to the elements and, as a result of such exposure, suffers a loss for 
which indemnity is otherwise payable hereunder, such loss shall be covered under the 
terms of this Policy. 

• 

• 
If the body ~:f, the Insured Persr.m has not been found within one year of the,.disappearance, 
sinking or wrecking of the vehicle in which the Insured Per.son was riding at the time 

• 

• 

of the accident, it will be presumed __ that the Insured Person suffered loss of 1 ife 
resulting fran bodily injury caused 'b~\ an accident at th.e time of such disappearance, 
sinking or wrecking. JI · 

Ir 
// 
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·DESCRIPTION OF HAZARDS 

Hazard H-1 -- 24 Hour Business and Pleasure 
o:,. 

The hazards against which insurance is provided under the .. pol icy are injuries sustained 
at any time whi~e this policy is in force as to .the Insured Person. 

EXCLUSIONS 
. \', 

The !?<'~icy does not c~ver any loss, fatal or non-fatal, caused by or resulting from 
(1) 1nJury sustained 1n consequence of riding as a Jl'l:Ssenger or otherwise in any 
vehicle or device fo~ aerial navigation, except as a passenger for transportation 
only, and not as a p1lot or crew0 member, in any aircraft which has been certified 
as _airworthy by the appropriate authority of the country of its registry; (2) 
su1cide or any attempt thereat while sane or self-destruction or any attempt there­
at while insane (in Missouri, while sane); (3) declared or undeclared war or any 
~ct thereof; ,(4) service in the armed forces of any country or international author-
1ty. 

"' ): DESCRIPTION OF HAZARDS 

Hazard H-6 -- C0!1111on Carrier and Military Air Transport, Business and Pleasure 

The hazards against which insurance is provided under the policy are injuries 
sustained in consequence of riding as a passenger, and not as a pilot or crew 
member, in or boarding or alighting from or being struck by: 

(A) 

(B) 

any air, land or water conveyance operated under a license for the transportation 
of passengers for hire; 
any transportation type aircraft operated by the Military Airlift Corrmand (MAC) 
of the United States or by the similar air transport service of any duly 
constituted. governmental authority of any other country recognized by 
the Government of the United States. 

EXCLUSIONS 
,y 

The policy does not cover any loss, fatal or non~fatal, caused by or resulting from 
(1) suicide or any attempt thereat while sane or self-destruction or any attempt 
thereat while insane (in Missouri, while sane); (2) declared or undeclared war or 
any act thereof; (3) service in the armed forces of any country or international 
authority; (4) hernia of any kind. 



GENERAL PROVISIONS 

1. The Company will issue to the Group Policyholder for delivery to each Insured 
Person an fnc;lfvidual certfffcate describing the benefits to which the Insured Person 
is entitled under this Policy and to whc.~ payable and limitations and requirements of 
this Policy pertaining to the Insured Person and where this Policy may be inspected. 

2. This Pol icy. the appl icat'lon of .the Group. Policyholder and the individual appl i-
catfons. ff any. of the Insured·~erson constitute the entire contract between the 
parties. and any statement made by the Group PolfcyhoJder or by any Insured Person 
shall fn the absence of fraud be deemed a representation and not a warranty. No such 
statement shall avoid the insurance or reduce the beneff·ts under thfs Policy or be 
used in defense to a claim hereunder unless ft is ·contained in a written application. 
nor shall any such statement of the Group Policyholder. except a fraudulent misstate­
ment. be used at all to void this Policy after ft has been in force for two years from 
the date of its issue. nor !\hall any such statement of any Insure!! Person eligible for 
cov~rage under this Policy. except a fraudulent misstatement. be used at all in defense 
to a claim for loss incurred or dfsabil ity (as defined fn· the Pol icy) commencing after 
the insurance coverage with respect to which claim fs made has been fn effect for two 
years fran the date ft became effecUve. 

3. No change in this Policy shall be valid unless approved by an executive officer of 
the Company and unless such approval bti_endorsed hereon or attached hereto. No agent 
has authority to change this Policy or to.waive any of its provisions. 

4. Unless not 1 ess than thirty-one days prior to the premf1J11 due date the Company has 
delivered to the Group Policyholder or has mailed to 'the J,'ast address as shown by the 
records of the Company wdtten no.tfce of its intention not to renew this Policy beyond 
the period for which the prenium has been accepted a grace period of thirty-one days 
will be granted for the payment of premiums accruing after the first premium. during 
which grace period the Policy shall continue in force. but the Group Policyholder shall 
be 1 iable to the Company fcir the payment of the premium accruing for the period the 
Pol icy continues in force. 

5. If any premilJ!l be not paid within the d.!yS of grace, this Pol icy shall thereupon 

JD5 

be discontinued, but the Group Policyholder shall, nevertheless, be liable to the 
Company for the payment of all premiums then unpaid, together with the premiums for the 
days of grace. If however. written notice is given by the Group Policyholder to the 
Company, during the grace period, that this Policy fs to be discontinued, this Policy 
shall''then be discont·inued on the date of receipt by the Company of such written notice, 
but the Group Policyholder shall, nevertheless, be liable tt• the Company for the pay-· 
ment of all premiums thl!n unpa'ld, together with a pr(irata premium for the perjod com­
mencing .with the date on which the last premium became due and ending with the date of 
receipt of such written notice by the Company. 

6. The Company may cancel this Pol icy at any time by written notice delivered to the 
, Group Policyholder, or mailed to his last address as shown on the records of the •Company. 

stating when. not less than 31 days thereafter. such cancellation shall be effective: 
and the Group Policyholder may cancel this Policy at any time by written notice delivered 
or mailed to the Company. effective on receipt or on such' later date as may be specified 
in the notice. In the event of such cancellation by eith'1!.r the Company or the Group 
Policyholder, the Company shall promptly return on a prorata basis the unearned premium 
paid. if any. and the Group Policyholder shall promp,tly pay on a prorata basis the earned 
premium which has not been paid. Such cancellation shall be without prejudice to any 
claim originating prior to the effective date of such cancellation. 



7. Written notice of claim must be given to the Company within twenty days after 
the occurrence or conmencement of any loss covered by this Policy. or as soon 
thereafter as: is reasona.bly possible. Notice given by or on behalf of the claimant 
to the CCMpa~y at its Executive Office in Hartford. Connecticut. or tcrany authorized 
agent of the Company. with information sufficient to identify the Insured Person 
shall be deaned notice to the Company. 

8. The Company. upon receipt of a written notice of claim. will furnish to the 

/Db 

, Claimant such forms as are usually furnished by it for filing proofs of loss. If 
such forms are·not furnished within fifteen days after the giving of such notice 
the Cl.aimant shall be deemed to have complied with the rt!quirements of this Policy : 
as to proof of loss upon sutmitting. within the time fixed in this Policy for filing 
proofs of loss. written proof covering the occurrence. the character and the extent 
of the loss for which claim is made. 

· 9. Written proof of loss must be furnished,;to the Company. in case of claim for 
loss for which this Policy provides any periodic payment contingent upon continuing 
loss. within ninety days after termination of the period for which the Company is 
liable. and in case of claim for any other loss. within ninety days after the date 
of such loss. Failure to furnish such proof wf thfn the time required shall not 
invalidate nor reduce any claim if ft was not reasonably possible to give proof 

;J wi,~hfn such time. provided such proof is furnished as soon as reasonably possible. 

10. Indemnities payable under this Pol fey for any loss other than for which this 
Policy provided periodic payments will be paid as they accrue inmediately upon 
receipt of due written proof of such loss. Subject to due written proof of loss, 
all accrued indemnity for loss for which this Policy provides periodic payment 
will be paid each four weeks and any balance remaining unpaid upon the termination 
of the period of liability will be paid inmediately upon receipt of due written proof. 

ll. Indemnity for loss of life will be payable in accordance with the beneficiary 
designation and the provisions respecting such payment which may be prescribed herein 
and effective at the time of payment, if no such designation or provision fs then 
effective. such indemnity shall be paid to the surviving person or persons in the. 
first of the following classes of successive preference beneficiaries (a) spouse: 
(b) children, inclUdfng legally adopted children: (c) parents: (d) brothers and 
sisters: (e) executor or administrator in determining such person or persons. the 
Company may rely upon an affidavit by a Member of any of the classes of preference 
beneficiaries. Payment based upon such affidavit shall be full acquittance here­
under unless, before such payment is made, the Company has received at its Executive 
Office written notice of a valid claim by some other persons. If two or more persons 
become entitled to indemnity as preference beneficiaries, they shall share equally. 
Any other accrued indemnities unpaid at the Insured Person's death will be paid to 
such beneficiary. All other indemnities will be payable to the Insured Person. 

12. If any indemnity of this Pol fey shall be payable to the estate of the Insur~,; 
Person. or to an Insured Person or'beneficiary who is a minor or otherwise not 
competent to give a valid release,cthe Company may pay such indemnity up to an 
amount not exceeding one thousand dollars to any relative by blood or connection by 
marriage of the Insured Person or beneficiary who f s deemed by the Company to be 
equitably entitled thereto. Any payment made by the Company in good faith pursuant 
to this provision shall fully discharge the Company to the extent of such payment. 



13. Subject to any written direction of the Insured Person in an application or 
otherwise all or a portion of any indennities provided by this Policy on account 
of hospital, nursing, medical or surgical service may, at the Company's option, and 
unless the Insured Person requests otherwise in writing not later tha" the time 
for filing proof of such loss, be paid directly to the hospital or person rendering 
such services, but ft is not required that the service be rendered by a particular 
hospital or person. 

14. The Company at its own expense shall have the right and opportunity to examine 
the person of any individual whose injury or sickness is the basis of claim when 
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and as often as it may reasonably require during the pendency of a claim hereunder ,_ 
and to make an autopsy in case of death, where ft is not forbidden by law. 

15. No action at law or in equity shall be brought to recover on this Policy prior 
to the expiration of sixty days after written proof of loss has been furnished in 
accordance with the ,requirenents of this Policy. No such action shall be brought 
after the expiration of three years (in Kansas, five years) after the time written 
proof of loss is required to be furnished. 

16. The right to change of beneficiary is reserved to tll!! Insured Person, and 
the consent of the beneficiary or beneficiaries shall not be requisite to any 
change in. beneflciary. 

17. If the age of any individual covered under this Policy has been misstated, 
the amount payable shall be such as the premium paid for the coverage of such 
individual ''°uld have purchased at the correct age. 

18. Any provision of this Policy which, on its effective date, is in conflict 
with the statues of the state in which this Policy was delivered or issued for 
deliver is hereby amended to conform to the minimum requirenents of such statute. 

19. The Company shall not be liable for any loss to which a contributing cause 
was the commissi_~n of or attenpt to commit a felony by the person whose injury 
is the basis of claim, or to which a contributing cause was such person's being 
engaged in an illegal occupation. 

20. The Company shall not be liable for any loss sustaineti in consequence of the 
person whose injury is the basis of claim being intoxicated or under the influence 
of any_~n~,r-cotic unless administered on the advice of a physician. 

21. The Insured Persons shall have1'the,-sole right to select their own physician, 
surgeon and hospital and a physician-pati;•~-t.,relationship shall be maintained. 

-----' '• 

22. This Policy is not in lieu of and does noi.: ~ffect any requirements for coverage 
by Workmen's Compensation Insurance. · 
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Cert~ficate of Group Insurance 

THE MUTUAL BENEFIT LIFE INSURANCE COMPANY (herein called Ille Company) hereby 
certifies that the insurance stated herein became eff~tive on the applicable date shown below, subject 
to t~.e provisions of the below numbered Group Policy or Policies issued by the Company to the 
PoliL~holder (rrferud 10 liertin a~ the Policy.) 

person insured HUGHES J A certificate no. 18 

po1icyho!dcr Tm: SCOTT & F£"l'ZER COMPANY 

irou~ policy G 180, 000 ID 180,464 account no. 0000 

1ypc or coverage 
for pen.on in\urtd 

LIFE: 

AD&D-PRINCIPAL SUJ.! 

!) 

type of 
d~pc:ndt:n1 c1n1:rJ).!l' 

Sd1cd11/e of' /11.1w·a11cc 

eft'cctivc date or coweraae 
for person insured• 

05 01 79 

05 01 79 

efrecti't'C date of 
dependent coverage• 

ma~imuni ·benl'fil' 

50.000 

50,000 

·:: 

•subjcc: tc the provision(s) "Deferral of Effective Date," if any, appearing in the following pages of 
thi' Certificate. 

••Tnc amo~m of Insurance and benefit determining factors forthis coverage appear on the following 
pages of :his Certificate. 

T,~,.s ':~·1:ifi:crtr rtp!url."s on.i· a1ul oil Crr1lfiratrs and 
C1.•r1fj;:::u• Ridt•rs. if any. P'"''1'ousl.'• issued to )'Oii 
:oult• t!1t' pC1/i~;-. 

President 

. . . ' . .. ' : ; . 
GCC·67 NEWARK, NEW JERSEY 

Q 108 



'SECTION GP GENERAL PROVISIONS 

OPl IMPORTANT NOTICE This Certificate does not modify or extend the liability of the Company IS set forth in the 
Policy, which al~ constitutes the contract under which payment will be made. 

The Schedule or Insurance summarizes the insurance benefits 111d amounts provided by the Policy which are based upon the 
status of the person insured. The benefits and amounts may be terminated or chanaed in accor~ with the provisions or 
the Policy either IS the result of I change in SlllUS of the person insured, or amendment or lamination of the Policy. 

OP2 ENTIRE CONTRACT The Policy and Policyholder's application, a copy of which WIS attached when issued; con­
stitute the entire contract. If it has been determined that any essential data pertainina to any insured indivicfual has been 
omilled or misstated, the amount of benefit will be that amount which would have been in force if there had been no 
omission or misstatement. 

OP3 ST A TEMENTS All statements mad: by the person insured will be deemed representations and not warranties. No 
statement made by the person insured will be used in any contest under the Policy unless a copy of the instrument contain­
ing the statement is or has been furnished to such person insured or to his beneficiary. No statement by the person insured 
relatina to his insurability or 10 the insurability or any of his dependents will be used in contestina the validity of the in­
surance with respect to which the statement WIS made after such insurance has been in force prior to the contest for a period 
of two years durina the person's lifetime, nor unless it is contained in a written instrument siped by him. 

OP4 SEX AND NUMBER Whenever required by the context of this Certificate, the plural includes the singular, the 
sinaular the plural, and the masculine the feminine. 

OPS WHOM TO CONSULT If additionll information about the insurance is desired request should be made 10 the 
Policyholder. 

GP6 DEFERRAL OF EFFECT I VE DA TE If the person insured is not actively at work on a full-time basis at his usual 
place of business on the date his insurance would otherwise become effective, his insurance will not become effective until 
he returns 10 work on a full-time basis at his usual place of business. 

GPIU LIFE - 3 
000-01.()()..() I 
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SECTION L LIFE INSURANCE PROVISIONS 

LI PAYMENT OF CLAIM Immediately upon receipt of due proof of the death of a person insured, the Company will pay 
to his beneficiary the amount of insurancewhich was in force on his life under the Policy on the date of his death. Payment 
will be made at the Home Office of the Company in a single sum, unless a seulement option is in effect. However, in lieu of 
payment in a sinaJe sum, upon request satisfactory to the Company, received al its Home Office within lhe,lhirty day period 
immediately followina the dale of death of the person insured, a beneficiary who is a natural persol\.1aking in his own right 
may elect any one of the setllemenl options then available under the Policy with respect 10 all or part" oflhe amount payable 
10 such beneficiary in a sinaJe sum. · · 

L2 BENEFICIARY The person insufecl has the riaht on his sole siana1ure 10 designate a beneficiary and from time 10 time 
upon request satisfactory 10 the Company 10 change the beneficiary and 10 request that the amount of insurance be payable 
10 the benericiary at his death under any one of the senlemenl opcions then provided by the Policy, provided that the 
beneficiary is a natural person taking in his or her'own right. Any such request that payment be made under a senlement op­
tion shall be effective immediately upon receipt .at the Company's home office. Any such request 10 change a beneficiary 
shall be effective immediately upon receipt a11he Company's home office or, if mutually agreed to by the Company and the 
Participatina Employer, at the Participating Employer's main office, and shall relate back and take efli!ct as of the date tile 
pers<in insured siped such request, provided his insurance was in force on that date. If ii has been agril:d that requests 10 
chanae bencriciarit.s may be received at the Participating Employer's main office, any beneficiary design'Ktions received at 
the Participalina ~mployer's main office must be made in a form and in a manner which has received prior"'approval of the 
Company. Any such request shall be without prejudice 10 the Company on account of any payment made bet~~re receipt of 
such request. \ 

If a11be death of lhe person insured there is more than one designated beneficiary then entitled surviving the insJ1red, and if 
in the desiana1ion of such beneficiaries the person insured has not specified their respective interests or the ordtr in which 
they become entitled, such surviving de!lianated beneficiaries shall share equally. If any beneficiary should predecease the 
person insured, the riahts and interest of such beneficiary shall automatically terminate. · 

1.f al the death of the person insured no beneficiary was. named, or if no named benefi~~11ry survives the iJrson insured, tile 
amount or insurance will be paid, in a si!lgle sum, 10 his spouse, if living; othi!rwi~ in equal shares to the then living 
children of the person insured, if any, or, if none, 10 the father and mother of th~ P'-hon insured, share and share alike or 
10 the survivor of them, or, if none, then 10 the executnrs or administrators of 1t;e person insured. 

I! .. 

Any application for an individual insurance policy in accordance with either of the conversion privileges described in Sec­
tions L3 and L4, submined in connection with the termination of the total amount of insurance under the Policy on 1he life 
of a person, which contains a beneficiary designation different from the lasl beneficiary desianalion under lhe Policy on the 
life of a person, which contains a beneficiary designation different from the last beneficiary designation under the Policy, 
shall cons1itu1e a change of benefi~lary under the Policy 10 the person so designated in such application and shall be effec­
tive immediately upon receipt at the Company's home office. Such change of beneficiary shall be without prejudice to the 
Company on account of any payment made before the receipt of said application. 

L3 CONVERSION PRIVltEGE IF INDIVIDUAL INSURANCE IS TERMINATED Any person insured whose in­
surance,or any portion thereof, is terminated for any reason except discominuance or amendment of the Policy, disconti­
nuance of any required coniributions by the person i.nsured or discontinuance of his employer's participation in the Trust 
under which the insurance is provided may obtain, without evidence of insurability, a life insurance policy, without disabili­
ty or other supplemental benefits, insuring his life under any plan then customarily issued by the Company. except term in­
surance, provided 1ha1, within 31 days foifowing the date his insurance was terminated he (I) applies for the policy in form 
acceptable 10 the. Company and (2) pays the premium required by the new policy applicable to the. class of risk to whkh he 
belongs. The new policy will take effect at the end of the 3 lst day following the date of termination of insurance and will be 
issued at his auafoed age (nearest birthday) as of its effective date and will be for an amount not greater than the amount 
terminated. 

lA CONVERSION PRIVILEGE IN OlllER CIRCUMSTANCES Any person insuml 111hose insurara, or any ponion thereof, is 
terminated because of the discontinuance or amendment of the Policy or discontinuance of his employer's :ianicipation in the Trust 

. '\ 
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SECTION L LIFE INSURANCE PROVISIONS (continued) 

under which the insurance is provided and who has been insured under the Policy for at leas! five years prior to the dale of 
1ermination may ob1ain, wi1hout evidence of insurabili1y, a life insurance policy, withoul disability or other supplemen1al 
benefils, insurihi'!l:.:iift'under any plan then customarily issued by the Company, except term insurance, provided thal, 
wilhin 31 days following the date his insurance was terminated he (I) applies for the policy in fom!'accep1able to the Com­
pany and (2) pays the premium required by !he new policy appli:al;lc to the class of risk to which he belongs. The new policy 
)'Iii! 1ake effect al the end of 1he 31st day following 1he dale of 1ermina1ion of insurance and will be issued al his auained age 
(nearest birthday) as of its effec1ive dale. The maximum amount of insurance which will be issued under 1!1e new policy is 
52,000 or, if less, the amount or insurance 1ha1 was termina1ed less any amoum of insurance 10 which h~ may become emilled 
under any group insurance policy issued wilhin 31 days arier lhe dale of 1ermina1ion by 1his Company or any 01her insurer. 

!,' 

LS BFNEFIT AFTER TERMINATION OF INSURANCE If a person who is emi1led 10 apply for an individual insurance 
policy, as provided in Sec1ion LJ or Sec1ion L4 above, dies wi1hin the 31 day period permined for applicalion, the max­
imum amount of insurance 10 which he was emilled 10 apply will be paid 10 his beneficiary in accordance wi1h the other pro­
visions of the Policy, whe1her or nol application for the individual policy or !he paymenl of the first premium lherefor has 
been made. 

L6 SPENDTHRIFT CLAUSE To the ex1em permined by law, 1he benefits or paymen1s under the Policy, except as herein 
provided, shall nol be assignable or olherwise iransferable, nor subjecl 10 commu1a1ion, encumbrance or aliena1ion and 
shall nol be subjec1 to any claim of any credilor of any person insured or of any beneficiary, or 10 any legal process by any 
credi1or or the person insured or beneficiary. 

Notwilhs1anding any foregoing provisions 10 1he contrary, the person insured may, subjec1 to the following condi1ions, 
assign lih in1eres1under1hc Life Insurance and Accidental Dealh and Dismemberment provisions of the Policy, including, 
bu1 not lil)lilcd 10, the right 10 dcsignale and change the beneficiary and 10 elec1 seulell).cnt op1ions and 10 exercise lhe ap­
propriate conversion privil~ge contained therein: 

I. The assignmen1 mus! be absolute in form wi1h 1he person insured re1aining no further interest under 1he Policy. 

2. The assignment may be made only 10 one of the following: 

The spouse of 1he person insured, his child, parent, bro1her, sister or lhe trus1ee of a 1rus1 es1ablished by him for 1he 
benefit of one or more of his spouse, children, parents, bro1hers or sislers. 

~MEND. FS (7 /68) 
;y·-

\
iL7 CONTINUANCE OF INSURANCE PROTECTION If, prior to his 65th birthday, a person ins11red under the Policy 
l:>ecomes totally disabled, as defined in Section LS, and remains continuously so disabled for a period of six months follow­
\iig,the commencement of such disabili1y, or until the da1e of his dea1h, if earlier, insurance pro1ec1ion on his life will be 
contfllued af1er 1he discontinuance of premium payments for his insurance during lhe continuance of such disabilily, for a 
perio!J of one \'car following the commencement of such disabili1y. Sa1isfac1ory proof must be furnished 10 the Company, 
a,\·rici"c.xpcnse io thcCompany, that such disabili1y exis1ed continuously during such one year period or, if earlier, until the 
date of his death. 

If such disability commenced prior to such disabled person's 60th birthday, his insurance protec1ion under lhe Policy will be 
funher continued during the continuance or such disability af1er the expiration of the one year, period referred 10 above. if 
such disabled person: 

(a) wilhin one year of the commencement of disability furnishes to the Company, al his own expense, satisfac1ory proof 
1hat he is and has been continuously disabled as defined in Section LS for al least six inonlhs. 

(b) each year !hereafter furnishes to the Company, at his own expense, satisfac1ory proof 1hat he is and has been con-
1inuously disabled as defined in Sec1ion LS, and 

(c) agrees l{l be personally examined by a physidan appointed by the Company. at a place and lime and in a manner deter­
mined by the Company, pro•ided that such examination will nOI be required more lhan once a year. 

001-02-00-00 
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SECTION L LIFE INSURANCE PROVISIONS (continued) 

• Upon the death of such disabled person satisfactory proof must be furnished to the Company, at no expense to the Com­
pany, that such disability existed continuously from the date such proof was last submitted until his death. 

The amount of insurance protection continued on the life of a disabled person will be an amount equal to the amoum of in­
surance which would otherwise be applicable to him in accordance with Section B of the Policy,,.were he not dis'l. bled. 

. '"' Failure to furnish any proof or to be examined as required by this Section L 7 within the appli~ble time limits ·~ill not 
deprive the disabled person of the continuance of insurance protection provided by this Section L 7 if it is shown not to be 
reasonably possible to do so and the requisite proof is furnished or examination made as soon as ii is reasonably possible. 

The insurance protection will be continued even though the Policy is discontinued after disabili1y has been established. 

If an individual policy has been issued in accordance with the conver~.ion privilege described in Section L3 or L4 in connec­
tion with the termination of the total amount of insurance under ttle Policy on 1he life of a person, no paymen1 under the 
Policy will be made at the death of such person unless the ind,ividual policy is surrendered to the Company, without any 
claim other than a refund of all premiums paid for the individual policy less any paymen1s made by the Company and any 
indebtedness outstanding. 

LB DEFINITION OF DISABILITY The disability musl result solely from disease, physical or mental, or bodily injury and 
must be of such nature that the person is prevented from engaging in any business or occupation or performing any work 
for remunuation or profit. 

L9 TERMINATION OF DISABILITY BENEFIT The insurance pro1ection provided by Section L7 will be 1ermina1ed im­
mediately when a person ceases to be disabled as defined in Sec1ion L8 or fails 10 submit proof or refuses to be examined as 
required in Section L 7. 

When the insurance prolection on the life of a person terminates, in accordance with the preceding provisions of this Sec­
tion L9, such person will be emitled to rights and benefits under the conversion privilege described in Section L3 during the 
thirty-one day period following such termination, unless the Policy is then in force and, within such thirty-one day period, 
the Policyholder resumes premium payments for his insurance under the Policy and be resumes any required payments to 
the Policyholder, in which event bis insurance may be reinstated, in accordance with and subjec1 to the other terms and pro­
visions of the Policy. 

A disabled person will also be entitled to rights and benefits under the conversion privileg~,Clescribed in Section L3 with 
respect to the amount of any insurance protection reduced or terminated in accordance wittl the provisions of Section L 7. 
during the thirty-one day period following such term,ination or reduction. 

LIO EXCLUDED RISKS Disability is not a risk assumed if it results direc1ly or indirectly from intentionally self-inflicted 
injury of any kind; war, or any act incident thereto; service in the military, naval or air forces of any coun1ry, combination 
of coun1ries or international organization at war, whether declared or undeclared; or participation in a riot or insurrection 
or any act incident thereto. 

Lll LIMITATIONS The provisions of Section L7 apply only to disability occurring while the person insured is a member 
of an eligible class of the general group, and do not apply to any disability occurring after the insured's membership in the 
general group has been 1erminated, or after his membership in an eligible class of the general group has been terminated, or 
afler the discontinuance of the J>')licy, or during the thirly-one day period referred to in Sec1ion LS. 

Ll2 TERMINATION OF INSURANCE The Policy provides tha1 insurance on ;·he life of the person insured shall 
automatically terminate upon the date of the occurrence of the earliest of the following evenls, except as provided in 1he 
Disability Benefit summarized in this Certificate: 

(a) termination of membership in the general group or in an eligible class of the general group.• 

•termination of membership in the general group or in an eligible class of the general group means (i) a change in the 
person insured's status;· (ii) amendment of the Participating Employer's Agreement to Participate under the Trus1 to 
terminate. the Life Insurance with respect to the class to which the person insured belongs, or (iii) cessa1ion of Participa­
tion under the Trust by the person insured's Employer. 

(b) discontinuance of the Policy or amendment of the Policy to terminate the insurance of the eligible class to which the 
person insured belongs; 

(c) failure to make, when due, any required contributions. 

001.-03-00-00 
LSOO 

)/ 
j 



0 

• 

• 

• 

•· 

• 

• 

• 

• 

.:__, 

• 
() 

0 

• 

\) .. " 

l] 

IECTIO.N ADD ACCID.1'1TAL DEATH AN.D DISMEMBERMENT IEHEFf!' 

·The benefi~.~bed below are provided under and subject 10 the 1erms and conditions or an A&recment entitled lndemni· 
ty for .Accidental Death or Dismemberment, atllCbed to and made a pan or the Policy. The followi1111erms and conditions 
do nOt modify or exlelld the liability or 1he Company as set ronh in the Agr,eemenl, which, as a pan or the Policy, con-
stitutes the contract under which payment or ileiiefits will be made. !' 

0 ' ' • 

ADD I ACCIDENTALbEATH BENEFIT If acciden11l bodily injury sustained by a person insured under 1he.'Policy 
results direct~y and independ~latly or all other causes, in his death within ninety days,1r1er the daic or such injury, the 

. , mnount of insurance otherwise payable upon the dea.!h of the .person insured under the Policy will be increased by 1he ap­
~ }plicable Accidental Death and Dismemberment Benefit Principal Sum refer;ed 10 in the Schedule or Insurance of this Cer-
v tificate, subject to the runher.;provisions and limitations hereafter ~ta1ecf: . . 

ADD 2 ACCIDENT~L DISMEMBERMENT BE~EFIT .If accidental bodily injv.~sustained by 1 person insured under 
the Policy results, directly and' independently (If all other causes, in any of the folltlwing losses within ninety days after the 

. date of such injury, the Company wjll pay to the person insured the amount of ben~fit ind!caled, subject t9 the further pro-
v.isions and limitations hereafter stated: · ~ ·· 

, I:\ Ii for fuss of amount or benefit 
(/ 

one hand, one foot or sight 
of one eye 

any two or the above 

One-half the Accidental Death 
cl Dismemberment Benefit Principal Sum 

The Accidental"Death cl Dismemberment 
Benefit Principal Sum 

As ~sed above, the terms loss of a hand, loss of'a foot, or loss of si1h1 of an eye mean, respectively, the severance of the 
hand at or above the wrist, \he severance of the foot at or above the ankle, and the total and irrecoverable loss of the sight of 
the eye. ·'.i 

ADD 3 RISKS NOT'ASSUMED Accidental death. or dismemberment is nol a ri~k assumed under the Accidental Death or 
Dismemberment provisions of the Policy if it results directly or indirectly from 

0 

(a) war, or any acl of war, whether declared or undeclared, riot or insurrection or any act incident to riot 6r insurrection 
when the person is .a participant in such riol or insurrection; 

(b) service in the armed forces of any country, combination of countries or in\ernational organization, whether or not it is 
at war, u.nless such injuries are sustained while the in.sured is off duty; (I · 

(c) any disease, physical or menta.I, or ~PY infection other than a pyogenic infection occurbs through and with an acciden· 
1al cut or,,wound; ' . 

,J 

(d) commission of any assault or felony by the person insured; 

(e)' suicide, or any attempt at suicid~. while sane or insane; or 
" (.' ~' ;.; 

(f) intentionally self-innicted injury of any kind, while sane or insane. '\ , · . '' 

Ario 4 LIMIT-A TIONS Th~ benefits provided by the Accidental ~ath or Dismem~•~ent provisions of the Policy are 

' ~ ' subject to the follow.ing limitations: ,,,.· 0\ ,,,. 
• - 0 • "' " 

(a) the total amot1l!I payable as an indemnity for death and dismemberment, or for either of tli~m. !>y reason of the injury\, 
ofa person insured as a re~ult of any one accident cannot exceed the applicable Accidental ohf~;i'-,d Dismemberment 
Benefit Principal Sum; and •. ~J;d _ :• 

~if- 3~7 
/ --~ 

(b) the .,_~cidental Death'Or Dismemberment provisions of the !'1olicy apply only to an injury to a ~rSOil insured occurring while 
· his life insurance under the Policy_is in force, and do not apply to an injury occurring during the thirty-one day period 

..• 
" ,, 

:.;: 

·1 
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ElfDORSEllENTS 

" t Effective as of the effective date of the person inaurett's insurance evidenced 

•• 

'by the Certificate to which this Endorsement is attached, said Certif~ate is 
modified as follow~ : -

Section L6 of the Certificate, entitled "SPENIJl'HRIFl' CLAUSE," is modified to the ,, 
extent that it~ 2 in AMEND. F 5 (7/68) is chanced to read as follows: 

2. 
(\ 

The assignment may be made only to~one of the following: 
,, 'li 

The spouse of the person insured,. his child,, parent, brother, sister or the 
trustee of a trust established by him for the benefit of one or more of his 
spouse, children, parents, brother.a or sisters, or, if requested by the Parti­
cipatinr: Employer in ita Application for Participation and approved by the 
Company and done in a manner which has .received the prior consent of the com­
pany, the assignment may be·i'made to such Participating Em";ll.~yer or a trust estab-
lished by such l'Brticipatirlg &iiployer. •' 

I 

(180;'464) (3/79) 
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Scott Fetzer 
. 1983 &mual Report 
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"We~·exploring ways to"create a 
more' entrepreneurial environment, 

,, both in our new busfuess activities 
as well as in our more traditional 
'businese~ 

RALPH SCHEY 
Cbainnin and 
Chief Ex!!Clltive Officer 

"We enrer our 70th year with. a world­
wide reputation as a manufacturer and 
marketer of high quality products fo1:. 
the home, family and industry.!• 
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GARY A. CHILDRFSS 
Pl'esident and 
Chief Operating Offi~r . 
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Selected,Financial Data 
Q 

" 
0 -(Dollars in thousands exa!pt per share da)a) --~ u 

FiS!',al )'ear Ended November 30 1983 1982 1981 1980 1979 

OPERATIONS 
Net sales and other revenue ..... " ...•...•.... $629,563 $558,838 $607,453 $584,473 $633,613 
Income from continuing operations 

before income taxes ....•.•............... 51,509 41,809 50,039 30,896 54,216 
Income irom continuing operations ............ 28,217 23,223 25,187 19,575 29,421 

(I 

. ' 
Return on net sales and other revenue r/" 

from continuing operations ................ 4.5% 4.2% 4.1% 3.3% 4.6% 
Income from discontinued opercltions .•........ 4,007 3,869 3,880 3,494 4,675 ,--..., .:;:; 

~ 

PER SHARE DATA 
Earnings from continuing operations .........•. 4.20 3.46 3.47 265 ,__::::_ . 3.99 
Earnings from discontinued operations ......... .60 .SB .54 .47 .63 
Dividends paid ..........•..............•... 1.80 1.80 1.80 t80 D 1.70 
Book value .....•......................... 32.45 . 29.40 27.13 25.04 23.76 
Market price range ......................... 49¥&·35 36%-25~ 30%-21~ 25%-17~ 30%-22 
Price/ earnings ratio ........................ 10.7 9-6 8-5 8-6 7-5 

BALANCE SHEET DATA 
Current assets ••••••••••••••••••••••••••••• 303,266 252,654 273,153 263,095 271,268 
Current liabilities •......................... 147,,~41 122,651 133,104 117,459 128,067 
Working capital ............................ 156,0Z5 130,003 140,049 145,636 143,201 
Current ratio .............................. 2.1 2.1 2.1 2.2 '·' 2.1 
Property, plant and equipment, net ..•.......•. 85,181 81,970 82,827 83,609 78,651 
Total assets ............................... 445,067 403,790 405,794 394,043 395,376 
Long.term debt. ........................... · 68,163 72,786 76,901 79,595 82,346 
Shareholders' equity ........................ .214,867 194,085 184,000 185,079 174,968 
Return on shareholders' equity ................ 15.0% 14.0% 15.8% 12.5% l~.5% 

YEAR-END DATA 
Shares outstanding (0005) .................... 6,622 6,601 6,781 7,390 7,364 
Average shares outstanding (0005) ............. 6,710 6,708 7,252 7,388 7,373 
Number of shareholders of record ............. 5,781 6,393 7,105 7,937 8,119 
Number of employees ...............•....... 14,081 15,439 16,618 16,225 17,934 

Results prior to 1983 have been restated to report continuing an~ discontinued operations separately; 

I 
--~· 
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1be Challenge to Grow -1984 and Beyond 

---:-0 ----------...:(~· -'~' ----"· 

... we have learned 
some valuable les­
sons and insiBhts 
about growth that 
will benefit us in 
the future. 

For the past ~ve years, tl}e subject of growth 
has received increasing attention at Scott 
Fetzer. But it was not until the publication of 
the 1982 annual report that we highlighted the 
topic. Because oMt> importance, we are con­
tinuing the special emphasis in this report. 

During 1983 the subject of growth .became 
an even higher priority at Scott Fetzer. This 
occurred ~t a time when our operations were 
gaining momentum because we were part of a 
general improvement in our national eco­
nomic growth that fav6'rably affected most of 
our operating units. Nevertheless, the reces­
sion of 1981-1982 created a greater awareness 
that we could not rely on external events to 
help us grow, but that we had to develop new 
and innovative approaches beyond our exist­
ing businesses and markets. The events of 
1983 underlined a well-known adage - it is 
easier to grow in a growing economy or 
industry than to grow in a stagnant economy 
or industry. S!nce the quantity and quality of 
general economic growth will not be indefi­
nitely sustainable, the current improvements 
cannot be viewed with a sigh of relief that the 
bad times are over but rather as a stop at an 
oasis that will enable us to be fresher and 
stronger for the challenging journey into the 
future. 
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Since 1980 Scott Fetzer has been fighting a 
recession in a number ofits businesses. In 
some cases, "holding our own position" com­
manded a higher priority than a redirectiol!·~f 
assets into activities with better long-term '­
potential. During this four-year period, we 
have learned some valuable lessons and in- . 
sights about growth that wiH,benefit us in the 
future, these experiences being prefaced with 
an indelible impression that there is no single 
path to follow to assure successful growth. 

We believe that the following factors will 
contribute measurably to our success in grow-
ing our businesses: · 

• The willingness to en,pusiastically seek 
and sponsor change rather than . .reactto 
change will automatically improve our expec­
tation~ and our actual. results. Many of the 
changes that are occurring or will occur in the 

\\ 

Ke are fortunate to 
have a group of 
very hard-working 
manl.lgl!l'S who 
endorse the.need 
for growth without 
forsaking our sue· 
cessful existing 
businesses. 

future'-- population changes, income 
changes, work force composition, etc. - are 
already predictable and unalterable and we 
will be more successful by responding 
positively to those changes over which we 
have little or no control. 
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• Innovation and creativity are critical 
elements for sponsoring change. Innovation 
and creativity breedthe self-confidence neces­
sary to replace complacency. ]\adition is an . 
important part of stability but It cannot justify ' 
looking backward instead of f6lward. 

• .Much has been written and said about 
the rol~,,,_ of en~preneurship in the develop­
ment of11ew businesses. We are exploring , 
ways to create a more entrepreneurial en­
vironment, both in our new business 
activities as well as in our more traditional 
businesses. We are cognizant of the moti­
vational effect of a challenging environment, 
rather .. than simply an agreeable environ­
ment. The entrepreneurial environment 
demands greater willingness to accept higher 
risk and to demand higher rewards. It is our 
role as leaders in our Company to make the 
challenge of new opportunities more exciting 
while still taking care of our existing busi­
nesses which provide the financial resources 
to feed growing businesses. 

• People decisions are the critical success 
factors in new and growth businesses: first, 
because the businesses in which we are 
primarily interested are more brain-<>riented 
than they are hardware-<>riented and, second, 
because the impetus required to get a new 
business launched requires a commitment of 
people to the ownership of an idea rather 
than a financial commitment to a new plant 
or equipment. 

While continuing to mai.ntain significant 
autonomy in each of our operating units, 
we shall give greater encouragement to 
. the development of a bench team of high 
achievers throughout the Company. Because 
of the recogriized and accepted need for this 
change, I am confident that we will achieve 
considerable progress in this activity in 1984 
and beyond. 

c 

. ""' <) 

\j . 

0 

• . Finally, there isn't any s,ubstitute for hard 
work and a disciplined use of our time to be a 

·· .succes5ful givwer of businesses. Simply put, 
the goocHdea that is not aggressively an.d 

. intelligently pursued is almost worse than no 
ideaat all. In some ways we have tried to 
create an instant society in our country -
in~tant coffee, instant soup, Instant success, 
etc. - and the recognition that it takes longer 
to gr(lw pearls than to grow.lemons is fre­
quently overlooked. 

3 

... the good idea that 
is not aggressively 
and intelligently 
pursued i> almost 

• , • worse than no 
., .ideaatall. · 

>''\\ 
We are fortunate to have a group of very ·..,. 

hard-working managers who endorse the 
need for growth without forsaking our 
successful existing businesses. Given this 
self-perpetuating stimulus, growth will be 
undertaken with enthusiasm and vigor. 

~,~~·~ 
RALPH SCHEY 
Chairman and 
Chief Executive.Officer 

February 16, 1984 

,, 
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Letter-to'Shareholclers 
(} 

Dear SbUeholder: 

Scplt FeJzer p!Ll!S 
milch of its strength 
to the fact thlJI. the 
Company ltos ex­
ceptionally strong 
operating units. 

During the recent economic downturn, Scott Fetzer 
had better results than most companies and in 1983, 
when the ecoitomy turned. around, Scott Fetzer again 
outperformed the norm. Its good to be strong on both 
the down and up sides of the economic cycle. we feel 
these facts reflect the steps taken to streamline and fine­
tune our operations. 

In fiscal 1983, consolidated sales totaled $629.6 mil· 
lion, compared with $558.8 million in the same period of 
1982, an increase of almo5t 13 percent. Income from 
continuing operations was $28.2 million, which was 
almost 22 percent above the $23.2 million earned in 
1982. Total earnings per share from continuing opera­
tions increased from $3.46 per share to $4.20 per share. 

Scott Fetzer owes much of its strength to the fact that o 
the. Company has an exceptionally strong balance sheet 
and possesses the managerial expertise and financial 
resources it needs to control its own destiny. Our per­
formance in a given year relies on precisely targeting 
spt:dfic customer needs and desires, and then manufac­
turing and marketing products and services that satisfy 
these needs. 

Operations Review 
The EDUCATION & INFORMATION SYSTEMS seg­

ment's sales and earnings were moderately higher. 
Encyclopedia unit sales increased for the first time in 
many years. 

The Groups future looks particularly promising. In 
May, K. Wayne Smith joined the. Group as president and 
has taken a number of steps to strengthen operations 
al1d cultivate new·opportunities. 

The CLEANING SYSTEMS & HOUSEHOLD PROD­
UCTS segments sales and earnings were up significantly 
in 1983 due to strong consumer demand and the success 
of indeptmdent deal'?rs in obtaining financing for install­
ment sales. About one-fourth of the Kirby Distributors' 
1983 installment sales were financed through contracts 
with our United Consumer Financial Services Company. 
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When interest rates were extremely high in 1981 and 
1982, it was difficult to get outside fil1ance compaliies to \l 
accept the contracts. During 198.'i Norman T. Mahoney 
was aP1>0inted president of The Kirby Group. Norm 
brings with him a 'pattern of su~cess and 32 years of 
experience witti the Company. '··' 

The ENEROY & CONTROL $e!!Dlents pre-tax profit 
declined. because of continued weak demand for prod­
ucti\telated to the oil and gas industry. In addition, the 
Group absoi:bed the cost of starting up a. plant to mdte 
small motor$ for computer peripherals. we believe that 
the outlook for 1984 is good because of the turnarQUDd 
in the energy, appliance and commercial construction 
industries. o 

The FLUID TRANSMISSION segments income before 
taxes was up 98 percent oil a significant increase in 
salt!$. This performance is due, in part, to the continuing 
emphasis on products for the consumer market and the 
introduction of the Power Pal, our new home tool ·· 
system. 

The VEHICULAR PRODUCTS segments sales were 
up significantly, but income before taxes was virtually 
Oat. The gains were primarily due to the performance of 
Carefree of Colorado, which markets products for the 
recreational vehicle and mobile home markets. 

During the year the Valley Industries djvision, \\brld 
Book Life Insurance Company (a wholly-owned subsi.di­
ary of \\brld Book, Inc.) and Cardinal Plastics (an operat­
ing unit of the ~tern Enterprises division) were sold. 
These.~ralions did not fit into our long-range plans. 
The Cc;imi;;:my is also in the process of disposing of a 
division in the Vehicular Products segment. 

The \ear Ahead 
0 

we enter our 70th year with a worldwide reputation 
as a manufacturer and marketer of higt·~uality prod­
ucts for the home, family and industry. we have all the 
ingredients needed to grow - dedicated and innovative 
employees, a corporate-wide entrepreneurial spirit and 
strong financial resources. we plan to test at least one 
new business opportunity in the year 1984. 

we are pleased with the Companys performance in 
1983, and we anticipate that we can do even better in' 
1984. we have a strong company that will be even 
stronger in the future, for employees, customers and 
shareholders. 

4a~ 
GARY A. CHILDRESS 
President and 
Chief Operating Officer 

February 16, 1984 
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Management's Discussion and Analysis of' 
Financial Condition and Result,, of Operations · 

' \ \, 

D ~~----._;;,,,.------~----------·· 
Reeullll fll Operatloas-
1983 CoinpUed with 1982 '·' 
Net sales .and other revenue for continuing operations 
increased 13% to $629.6 milliol) in 1983, compared with 
$558.8 million in 1982. lncom{' from continuing opera­
tions increased 22 % to $28.2 million in 1983, compared 
with $23.2 million in 1982. Earnings per share from 
continui!lg operations rose more than 21 % to $4.20 from 
$3.46 last year. " 

The increased sales volume .and earnings came pri­
marily from the Fluid Transmission, Cleaning Systems 
& Household Products, and Education & Information 
Systems ~nts. These. increases reflect an improve­
ment in opera'ting efficiency and a stro!lg consumer 
demand for products .inc these segments. 

For the fourth quarter of 1983, sales were $162,5 million 
compared with $133.2 million for the same period in 1982. 
ln~ome from continuing operations was $7.2 million, 
56%<above the $4.6 million earr.!!d during the fourth 
quart~r of 1982. Earnings per share from continuing 
operations rose 53 % to $1.07 from$. 70 during last 
year's fourth quarter. 

Earnings per share from discontinued operations were 
$.II and $.60, respectively, for the fourth quarter and year 
ended November 30, 1983, compared with $.21 and $.58 
for the same periods,of a year ago. See Note 2 of Notes to 
Consolidated Financial Statements for information on 
discontinued operations. 
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Interest income in 1983 decreased to $11.I million from 
$12.i million in 1982 reflecting the declinein'interest rates 
during this two year period, partially offset by a higher 
average balance of short-term investments. Interest ex­
pense decreased to $8. 7 million !rom $9.6 million a year 
ago primarily as a result of lower interest rates ori foreign 
debt and a reduction in the average balance of debt 
outstanding. 

Uquidlty and Capiial Resources 
The Statement of Changes in Financial Position P.resented 
on page 11 of this report identifies the sources of funds, ... " 
both internal and external, that sustain the Company's · 
growth and provide liquidity. Total funds-provided from 
continuing operations in 1983 increased to $42.9 million 
from $24.8 million a year ago. Funds provided from 
income and depreciation for ~ontinuing operations 
increased $5. 7 million, and the changes in certain current 
assets and liabilities provided an additional $12.4 million 
over last year. '' 

\\brking capitCll was $156 million at year-end 1983, up 
20 % from last year-end's.working capital of $130 million. 
Cash and cash equivalents increased $38.5 million in 
1983 with funds from discontinued operations providing 
$29.3 million uf this increase. . , . 

The short-term debt of foreign subsidiaries, presented · 
as notes payable on the balance sheet, was unchanged 
from a year ago. The Company had aggregate credit 
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facilities of $7.G ~;mon in various foreign countries. The 

· percentage of loi.d"term debt to shareholders' equity was 
31.7% at theend of 1983, a decrease from 37.5% of a year 

0 
ago, which primalily rel!ectsthe $20.8 r.i\llion increase in 

. shareholders' eql!ity. . ·· 
· Capital expenditures were $19.4'inillj_on in 1983, 

compared with $11.9 million in 1982, with.the increase 
principally resulting from the purchase of previously 
leased facilities. 

Supplemental infodnation regaroing the impact of 
inflation isjpresented on pages 19 and 20 of this report. ',• 
The effect!> of inflation are partially mitigated through 
productivity improvements, cost reduction programs' 
and competitive selling price increases. 

0 

Results ol OperatloU-
1982Compuedwith1981 
Consolidated sales and other revenue for 1982 as restated 
for continuing operations totalled $558.8 million, 8 % 
below the prior year restated total of $607 .5 million. The 
lower sales volume for 1982 reflected the reduced cus­
tomer deman1fdue to the ei:onomic reeession and the 
disposal of \\brld,,Books Japan operations. 

Income from continuing operations1fell 7 .8 % to $23.2 
million from $25.2 million in the prior year. Earnings per 
share fer continuing operations were $3.46, essentially 
unchanged from the prior ~ear. Earnings per share for 

$30 29~ -271-i 25'1 25'h 
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1982 were favorably affecteg by the Company's common 
share repurChase program which began in Mayl981. The 
average number of common and common equivalent 
shares outstanding decreased 7 .5 % during 1982. 

Tit~ decrease in income from continuing operations for 
1982 was primarily due to lower sales volume, decreased 
net interest income, and start-up costs associated with two 
consumer finance subsidiari!!l!. Earnings in 1981 were 
adversely affected by a speciai'provision for clQSedown 
costs associated with \\brld Books international opera­
tions. Interest income in 1982 decreased to $12.Unillion 
fwm $16.8 million in 1981 reflecting the declin!! in interest 
rates and the lower level of short-term investments. The 
effective income tax rate for continuing o~"l!tiQns for 
1982 was 44.5 % comp'i..red with 49. 7% in 198[The lower 
tax rate in 1982 resulted primarily from the effect of 
foreign taxes, increased investment tax and research and 
development credits. and exempt municipal interest. 

8'1s!nes1 Segmen-., -1983 (1 
Compared with 1982 
Results by business segment for 1983 and the two prior 
years are presented on pages 13 and 14 of this report. The 
results for .the prior years have been restated lo exclude ·" 
the Ojl!!rating results of discontinued operaHons. 

Nefsales and other revenue for 1983 increased in all 
of the five business segments, with the most significant 
inqease occurring in the Fluid 'fransmission segment. 
Income from continuing operations before income taxes 
was up in all business segments except for Energy & 
Control, which was adversely affected by expenses relat­
ing to a new product I line . 

.' 

Cleaning Systems & HOU!eholdProducta 
~.'3ale5 in 1983 were $134.2 million compared with $115.2 
foillion in 1982, an increase ofl7%. lncome from continu­
ing operations before income taxes was $15.6 million, 
nearly~421,1; above the $11 million in 1982. Nearly all 
OP'-!rating units in this segment reported sharply 
higher sales and earnings, particularly the Kirby and 
Klevac divisions, both experiencing significant unit 
volume increases. 

Education &(~rmation S)'ltem1 •·' · 
Sales and othe.-,rev-enues increased 8.5 % to $255.5 
million in 1983 from $235.6 million in 1982. Income from 
continuin'!r{lperations before income taxes in 1983 in­
creased to $18 million from $17.4 million in 1982. Income 
before taxes for the unconsolidated finance subsidiary 
decreased $1.1 million in 1983 primarily due to a decrease 
in the return on short-term investments because of lower 

'.rates, and additional interest expense resulting from the' 
refinancing of long.term debt during the latter part of 19~~-

(/ 
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Elle'1IY & Control 
)ales for 1983 inqeased moderately to $89.6 million from 
~.I million in 1982. Income from co!ltinuinR operations 
lefore income taxes declined to $8.4 million"ffom $10.3 
million in the prior year. The combined sales for three or 
:he divisions in the segment incr~ 19%, while earn­
ings l~l\:~ more moderately tiecause of significai~~ 
relocation and start-up expenses for a new product at the 
~orthland division. Results for the Adalet division re­
lected continued lower unit volumes for the petro-
:hemical, oil and mining i13dustries. · 

r.! 

Fluid~ 
)ales for 1983 inc~ approximately 30% to $130.2 
million from $100.3 million in 1982. lni:ome from continu-

0 

(luarter,ly Inforniatio!l (Unaudited) 
,y ::;; -l'he Scctt & Fetzer Company and Subsidiary Companies 

:Dollars in thousands exrept per share data) 

0 

. ,. ,.0\ 

ing operations before income taxes nearly doubled toY 
$14.2 million from $7.2 million in 1982.· All divisions in 
the SE!gment had increased sales and earnings, with the 
Campbell Hausfeld and Waync~divisions reporting ihe 
most significant increases over a year ago. " · 

\ehlcalar Products •• 
Sales volume for 1983 increasedmore than 19% to $45.3 
millionfrom $38 million in 1982. The most significant · 
increase came from the Carefree or Colorado division 
which had a record year. Income from continuing opera- · 
lions before insama taxes increa'i€d' more moderately in 
1983 to $6.9 million from $6. 4 million a year ago. 
Earnings for this segment were impacte<iby the inclusion 
of the newly formed transportation subsidiary. 
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" 1983 Fiscal Year by Quarter 

n First oSecond Third Fourth 

~et sales and other revenue ............................ . $139,762 $177,673 $149,599 $162,529 
3ross profit. .......................................... . 64,528 84,920 67,818 72,876 

" Income from continuing operations ...................... . 4,605 9,403 6,963 7,246 
Income from discontinued operations .................... . 1,058 1,981 252 716 
Earnings per share 

Continuing operations .............................. . .69 1.41 1.03 1.07 
Discontinued operations ............................. . .16 .29 .04 .I I ,; 

1982 Fiscal Year by Quarter 
First Sel;ond Third Fourth 

$133,089· $159,146 $133,446 $133,157 
59,974 75,079 63,666 62,690 
4,840 7,777 '5,971 4,635 

~et sales and other revenu\? ................. · ........... . 
' Ii .-, \,.' 
JfOSS pro tl. ......... ; ......... ':' . ................... . 
ncome from continuing operations ...................... . 

535 1,118 809 1,407 

.71 1.15 .90 .70 

ncome from discontinued operations .................... . 
. .. 

Earnin~s ~r share . {r' . 
Conhnumg operations ; ................... :\ . ........ . 
Discontinued operations ................. !." ••••••••••• ('.' .08 .17 .12 .21 
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Report of Management 

1? 

,,The management of The Scott & Fetzer Company has pre­
pared'lhe consolidated financi;~l statements and related in­
formation included in thisAnnual Report and is responsible 
for their integrity and objec!Jvity. The statements have been 
prepared iq conformity with generally accepted accounting 
principles consistently applied and as such include amounts 
b~ on estimates and judgmeilts by management. 

Management is also responsible for fuaintaining a sys-
tern of internal accounting controls which is designed to 
11rovide reasonable assurance at reasonable cost that assets 

\·) 

are safeguarded against loss or unauthorized use and that 
financial records. are adequate and can,,be relied upon to 
produce financial statements in accordance with generally 
accepted accounting principles. The ~ystem is supported 
by written policies and guidelines, by careful selection and 
training of financial management persjinnel and by an 
internal audit staff which coordinates itr'. Jtiviiies with the 

(Company's independent certified public-;ccpuntants. 
Coopers & Lybrand., independent certified public ac­

countants, are retained to examine the Companys finan­
cial statements. Their examination is condu.cted in 

·~) 

't· 

accordance with generally accepted auditing standards 
and provides an independent assessment that helps en­
sure fair presentation of the Company's financial position, 
results of operations an°d changes in financial position. 

The Audit Committee of the Board of Directors is com­
posed entirely of ·~utside directors.-.and meets periodically 
with management,. internal auditors and the independent 
certified pubE~ accountants. These meetings include discus­
sions of internal accounting controls and the quality of 
financial reporting. f'jnancial management, as we!Las_the 

dnternal aud_itors and the independent certified publk<ac-
countants, have fulland free access to the Audit Committee. 

Ralph Schey 
Chairman and 
Chief Executive Officer 

K. J. Semelsberger 
Senior Vice President, 
Finance and Adm.inistration 

Report of Independent Certified Public Accountants 

To the Shareholders and Board of Directors 
.. The, Scott & Fetzer O;mpany: 

We have examined the consolidateil balance sheet of The 
Scott & Fetzer Company and subsidiary companies as of 
November 30, 1983 and 1982, and the related consolidated 
statements of income, shar2holders' equity, and changes in 
financial position fo~·the years ended Noverq!?er 30, 1983, 
1982and1981. Our examinations were made iri'accordance 
with generally accepted "auditing standards and, accord­
ingly, included such tests of the accounting records and 
such other auditing procedure's as we consider.\!d:_neces­
sacy in the circumstances. 

,., 
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In our opinion, the financial statements referred to 
above present filirly the consolidated financial position of 
The Scott & Fetzer Company and subsidiary companies as 
of November 30, 1983"1and 1982, and the consolidated 
results of their operations and changes in financial position 
for the years ended November 30, 1983, 1982 and 1981, in 
conformity with generally accepted accounting principles 
applied on a consistent basis. 

Cleveland, Ohio 
January 23, 1984 
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·ConsolidatedStatement of Income -The Scott & Fetzer Company and Subsidiary Companies 
(Dollars in thousands except per share data) 

NET SALE:S AND OTHER REVENUE ...................... ·" ....... . 
Cost of goods sold ....... .<. •••••••••.••••.•••••••••...••.•••••••• 

cGross profit. ............... ,,, ...... , ...................... . 
Selling, general and administrative expenses ......................... . 

Operating income .............. , ........................... . 
Other income {deductions) 

lnterestincome ................................ :.\~ .... ·.: .... . 
Interest expense .............. ''° ...... : ..................... . 
Cha~ for services of finance subsidiary (Note 5) ................. . 
Income from unconsolidated subsidiaries and joint ventures ..... .' .. . 
Other, net .......................... "'' . ,, ........... ·I! ..... . 

Income from continuing operations 
be.fore income taxes .............. , ........................... . 

Income taxes {!l{ote 10) ................. · ......................... . 
1::; 

INCOME FROM CONTINUING OPERATIONS .. : ..................... . 
Income from discontinued operations 

(Note 2) .................. '. .................................. . 

NET INCOME ................................................. . 

EARNINf,JS PER SHARE 
Continuing operations ................ , ............•....... , ..... . 
. Discontinued o_i>eratio\\· .. ,,. ................................... . 

• Total earnings per share ...................... , .............. . 

DIVIDENDS PER SHARE ......................................... . 
. - ! ~ 

Average number of common and · 
common equivalent shares outstanding (OOO's) ..•..••............... 

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

(j 
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Year Ended November 30 
(Restated) (Restated) 

1983 1982 1981 

$629,563 $558,838 $607,453 
339,421 297,429 . 330,162 

. 290,142 261,409 277,291 
232,604 213,211 228,72! 

,-/) ~7,538 
\(' -....\ 

48,198 48 .• 570 

11,081 12,106 16,775 
(8,731) (9,644) (9,126) 

'(12,997) (12,102) (7,650) ·0 
4,066 4,263 2,883 

552 (1,()12) (1,413) .• 
(6,029) (6,389) 1,469 ' 

51,509 41,809 50,0§J 

.~3,292 18,580 24,852 

28,217 23,223 25,187 

4,007 3,869 3,880 

$ '32,224 $ 27,092 $ 29,067 

"~' ~$-7/ 4.2~ $ 3.46 $ 3.47 
.60 .58 .54 

$ 4.80 $ 4.04 $ 4.01 

$ 1.80 $ 1.80 $ 1.80 
0 ;:J 

6,710 6,708 7,252 

() 

,, ,. 

0 
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Consolidated Balance Sheet -'Q)e Scott & Fetzer Company and Subsidiary Companies 
(Dollars in thousands except per share data) 

Current Assets 
Cash ............................................................... . 
lnterest-bearillg deposits .... ,, ........................................... . 
Short-term investments . · ......••........................................ 
Receivables (Note 3) ...................•. ; .............................. . 
Inventories (Note 4) •............•.........................••....••..... 
Prepaid expenses ..................................................... . 

TOTAL CURRENT ASSETS ..................................... . 

Investments in and advances to unconsolidated 
subsidiaries and joint ventures (Note 5) ...................................... . 

Property, plant and equipment (Note 6) ...................................•..... 
Excess costover fair valt1e of assets acquired •........... c.c-• ........... () ......... . 
Other assets .................................................... : ........ . 

TOTAL ASSETS .......................... · .................... . 

UABIUl1FS o 
i Current Liabilities • 

Notes payable (Note 7) .............................................•.... 
Accounts payable ............... , ..................................... . 
Accrued employment costS ............................................. . 
Accrued liabilities .... : ; ............................................... . 
Income taxes •.... .' . .c .. ·: ••••••••••••••••••••••••••••••••••••••••••••••• 

Deferred income taxes (Notes 5 & 10) ...................................... . 
Current portion of long-term debt. ..... : .................................. . 

n 
TOTAL CURRENT LIABILITIES .................................. . 

Deferred income taxes (Note 10) .............................................. . 
Other deferred credits ...................................................... . 
Long-term debt (Notes 7 .& 8) ................................• : .......... .,/' .. . 

' . // 
TOTAL LIABILITIES .................................... ,., ~'. .... . 

SHARmOLDERS' EQUDY 
Serial preference stock ~ 

Authorized 1,000,000 shares without par v~Je;lio~e ),ssued 
Common stock · · , 

(]!) Authorized 15,000,000 shares without par value; stated value 
of outstanding shares: $1.25 per share (Note 9) ...•........................ 

-'.:". . . ' '} 
Admllonal capital ......................................................... . 
Retained earnings (Note 7) ....................................•.............. 

TOTAL SHAREHOLDERS' EQUITY ............................... . 

ToTAL LIABILITIES AND SHAREHOLDERS' EQUITY ................ . 

The accompanying notes are an integral part of the f~arlcial statements . 
. '.l 

(( 
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November30 

1983 1982 

·' 
$ 4,250 

54,552 
66,041 
94,153 
79,906 

4,364 

303,266 
' 

47;485 
85,181 

2,427 
6,708 

$445,067 

$ 1,918 
36,201. 
23,033 
47,711 
21,027 
10,484 
3,867 

147,241 
9,792 
5,004 

68,163 
230,200 

8,278 
6,746 

199,843 
214,867 

$445,067 

$ 2;651 
46,163 
37,504 
80,483 
81,045 
4,808 

252,654 

56,883 
81,970 
2,625 
9,658 

$403,790 

$ 4,971 
31,495 
21,472 
33,449 
10,227 
16,478 
4,559 

122,651 
8,444 
5,824 

72,786 

209,705 

8,251 
6,169 

179,665 

194,085 

$403,790 

"' 



Co•lidaled Statement of «~.in Financial Position 
/ - - n _- - .- - -~' -·- _·.,_ ~ 

~ -" -- ··::- !"'~;- :· 
The SCott & Fetzer Company and Silbsidiaiy Companies !J 
(Doll?.".S in thousands) 

FUNDS FROM CONTINUING OP~RATIONS 
Income from continuing operations ., ................................. . 
lteifismcluded not affecting funds 

Depreciation ........... ~ ................................•.... 
Noncurrent deferred income taxes ............................... . 
Income from unconsolidated subsidiaries and joint ventures ........... ~' 
Other .................... ~ ................................. . 

Funds provided (used) by changes in certain current assets and liabilities: .... . 
Uo ' - -· ,_ 

Total.funds proVided from continuing operations ................ . 

FUNDS FROM DISCONTINUED OPERATIONS .......... .,., , ............. . 
-- ,, 

Total funds provided from operations ......................... . 

FUNDS FROM OTHER SOURCES, EXCWDING FINANCING 
AND INVESTMENT ACTIVITTES 

Dispositions of property, plant and equipmeni, net ...................... . 
Decrease in other assets •••••••••••••.••.•••••••••••••••..•.•.•••••• 
Increase in other deferred credits .................................... . 
Other ....................................... • ...... · · · · · · . · ... · · · 

Total funds provided before financing and investment activities ..... 

FUNDS USED, EXCWDING FINANCING AND INVESTMENT ACTIVITIES . 
Additions to property, plant and equipment. ........................... . 
Cash dividends paid ...................... ..,. ...................... . 
Decrease in other deferred credits ................................... . 
Other ............................................. · · · · · ...... · · · 

Total funds used before financing and investment activities ........ . 

NET FUNDS PROVIDED BEFORE FINANCING AND 
INVESTMENT ACTIVITTES •.......•...........•................... 

FUNDS PROVIDED FROM (USED IN) FINANCING AND 
INVESTMENT ACTIVITTES , " , 

Payments and current maturities oflong-term debt ..................•.... 
Sale of common stock under stock options ............................. . 
Increase (decrease) in short-term debt ................................ . 
Purchases of treasury shares ...............•......................... 
Investment in tax leases net of current benefit. ......................... . 
Investments in and advances to unconsolidated 

subsidiaries and joint ventures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . , . ( ~. 

Total funds Used in financing and investment activities ...... < ..... · 
NET CHANGE IN CASH AND CASH EQUIVALENTS ..................... . 

The accompanying noles are an integral part ol lhe financiaJ statements. 

JI 
0 

I' 
•• 
' -

Year Ended November 30 
(Restated) .. 

1983 1982 '. 

$ 28,217 $ 23,223 

10,247 9,561 
1,348 964 ~ 

(1,319) (1,440) 
389 929 

4,040 (8,407) 

42,922 24,830 

29,258 2,870' 

72,180 27,700 

2,059 2,305 
2,758 

1,515 
198 17 

5,015 3,837 

?7,195 31,537 

(19,~34) (11,903) 
(11,904) 

(820) 
(ll,974) ,, 

(13) (75) 

(32,171) (23,952) 

45,024 7,585 

(5,315) (2,158) 
611 22 
(53) 465 

(149) (5,055) 
(3,367) 

(1,593) (13,523) 

(6,499) (23,616) 

$38,525 $(16,031) 

(Restated) 
1981 

$ 25,187 

9,127 
164 

(390) 
420 

18,674 

53,182 

3,745 

56,927 

1,834 
211 

132 

2,177 

59,104 

(11,457) 
N3,003) 
'\ (285) 

,, 

(24,745) 

34,359 \ 

(3,250) 

(2,379) 
(l 7, 143) 

(1,435) 

(24,207) 

$ I0,152 

c 



., g·"' '.I~ -~: 

Coosolidatecl Statement of Shareholdeni Equity 
" 

_:_, 

The Scott & Fetzer Company and Subsidiary Companies -(Dollars in thousands except per share data) 

Common Shares 1leasury Shares• hkntional Retained Total 
Number Dollars Number Dollars Capital Earnings -Equily 

Balances at 
November 30, 1980 ........ 7,576,924 $9,471 186,871 $ (233) $6,884 $168,957 $185,079 

Net income ............ 29,067 29,067 
Purchases of 

treasury shares ....•... 609,525 (762) (568) (15,813) (17,143) 
Cash dividends-

$1.SO per share ........ (13,003) (13,003) 

Balances at 
November 30, 1981. ........ 7,576,924 9,471 796,396 (995) "6,316 169,208 184,000 

Net income •........... 
.1 

27,092 27,092 
Shares issued under 
/=stock option plan 

''' (Note 9) .......••..••. (1,000) 1 21 0 22 
Purchases of 

treasury shares ........ 180,900 (226) (168) (4,661) (5,055) 
Cash dividends -

$1.80 per share ....... (11,974) (11,974) 

Balances at 
November 30, 1982 ........ 7,576,924 9,471 976,296 (1,220) 6,169 179,665 194,085 

Net income ............ 32,224 32,224 
Shares issued under 

stock option plan 
(Note 9) .............. (24,906) 31 580 611 " 

Purchases of •) 

trea.•ury shares ........ 3,486 ,{1) (3) (142) (149) 
Cash dividends - · 

$1.80 per share ........ (11,904) (11,904) 

Balances at 
November 30, 1983 ........ 7,576,924 $9,471 954,876 $(1,193) $6,746 $199,843 $214,867 

c: •Treasuty shares are carried at stated value. 

The accompanying notes are an integral part of the financial_ statements. 
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Business Sep~nt lnfonnation by Industry 

-.. The &ott & Fetzer Company and Subsidiary Companies 
(Dollars in thousands) 

NET SALES AND OTHER REVENUE 
Cleaning Systems & Household Products ........................• 
Education & Information Systems ............................. . 
Energy & Control ...•..............•........................ 
Fluid Transmission ....•.........................•........... 
Vehicular Products ..............•..•........................ 
Intersegment Sales ....•..................................... 

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES 
Cleaning Systems & Household Products. . . . . . . . . . . . • . . . . . . . . . .. 

Unconsolidated Finance Subsidiaries .................•........ 

Education & Information Systems ............................. . 
Unconsolidated Finance Subsidiary and 

Joint Ventures ......................................... . 

Energy & Control ........................................ '·· .. 
Fluid Transmission ........................ : ................ . 
Vehicular Products . .'~ ...................................... . 
Corporate Expenses and Net Interest. .......................... . 

IDENTIFIABLE ASSETS 
Cleaning Systems & Household Products ........................ . 

Unconsolidated Finance Subsidiaries ......................... . 

Education & Information Systems .............................. 
1 

Unconsolidated Finance Subsidiary and 
Joint Ventures ......................................... . 

Energy & Control .......................................... . 
Fluid Transmission ................................ ·: ........ . 
Vehicular Products ......................................... . 
Corporate and Other ........................................ . 
Discontinued Operations .................................... . 

13 

-
Year Ended November 30 

1983 
(Restated) (Restated) 

1982 1981 

$134,247 $115,212 $114,2!18 
v 

255,496 235,559 259,801 
89,554 85,055 90,324 

.30,173 100,310 124,646 
45,264 37,951 34,853 

(25,171) (15,249) (16,429) 

$629,563 $558,838 .$607,453 

$ 17,497 $ 14,213 $ 16,380 
(1,907) (3,226) (1,486) 

;:1 

15,590 10,987 14,894 

11,986 10,107 5,898 

6,061 7,316 4,370 

18,047 17,423 10,268 

8,376 10,300 13,156 
14,209 7,170 10,557 
6,875 6,411 5,490 

(11,588) (10,482) (4,326) 

$ 51,509 $ 41,809 $ 50,039 

$ 39,499 $ 39,261 $ 43,908 
14,186 15,250 (905) 

53,685 54,511 43,003 

69,908 68,575 72,443 

33,299 29,507 31,374 

103,207 98,082 103,817 

40,GSS 37,000 37,513 
69,868 62,055 63,283 
25,829 18,027 15,751 

144,477 105,804 111,767 
7,346 28,311 30,660 

$445,067 $403,790 $405,794 



Business Segment Information by Industry (continued) -The Scolt & Fetzer Cofupany and Subsidiary Companies 
(Dollars in thousands) (" ·;,.-------------. ,,-

CAPITAL EXPENDITURES 
Cleaning Systems & House~old Products ......................•.• 
Education & Information Systems ........•....••............... 
Energy & Control . . . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , 
Fl "d"'--· . . "\ UI uau;omtsston. • • • • • • • • • • • . • • • • • •. • • • • • • • • • • • • • • • • • • • • • • • \ 
Vehicular Products ................•......................... 
Corporate and Other ....•.......... -"/. . . • . . . . . • . . . . . . . . . . . . . . · 

Year Ended November 30 

1983 

$ 3,179 
3,039 
4,108 
3,428 
3,718 
1,630 

(Restated) (Restated) · 
1982 1981 

$ 2,611 $ 1,968 
968 1,167 

3,360 2,268 
2,287 3,096 
1,173 666 

885 1,701 
1(1· 

Discontinued Operations ............ ~ . . . . . . . . . . . . . . . . . . . . . . • . 332 619 591 

DEPRECIATION 
Cleaning Systems & Household Products ........................ . 
Education & Information Systems ............................. . 
Energy & Control ................................•....•..... 
Fluid Transmission ......................................... . 
Vehicular Products .............................•............ 
Corporate and Other ...•..................................... 

Business Segment Infonnation by Geographic Area 

NET SALES AND OTHER REVENUE 
United States .............................................. . 
Foreign .................................................. . 
lnterarea ................................................. . 

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES 
United States .............................................. . 
Foreign .................................................. . 

Corporate Expenses and N!!t Interest. .......................... . 

IDENTIFIABLE ASSETS 
United States .............................................. . 
Foreign ............................................. : .... . 
Discontinued Operations .................................... . 
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$ 19,434 

$ 2,175 
2,333 
1,654 
2,982 

318 
785 

$ 11,903 

$ 1,907 
2,204 
1.469 
2,831 

291 
859 

$ 10,247 . $ 9,561 

$ 11,457 

$ 1,725 
2,323 
1,345 
2,706 

279 
749 

$ 9,127 

Year Ended November 30 
(Restated) (Restated) 

1983 1982 1981 

$601,672 $530,978 $562,398 
39,361 39,885 57,337 

(11,470) (12,025) (12.282) 

$629,563 $558,838 $607,453 

$ 59,461 $ 50,244 $ 57,819 
3,636 2,047 (3,454) 

63,097 52,291 54,365 
(11,588) (10,482) (4,326) 

. $ 51,509 $ 41,809 $ 50,039 

$398,894 $334,519 $338,245 
38,827 40,960 36,889 

7,346 28,311 30,660 

$445,067 $403,790 $405,794 

" 
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Notes to Consolidated Financial Statements 

-(Dollars in thousands except ,>er share data) 

I. Slpllicant Accounting Polldea 
Prindples of Consolidation - The consolidated financial 
statements include the aa:ounts of all domestic and foreign 
subsidiaries, except for joint ventures and the finance 
subsidiaries which are carried on the equity basis. Inter­
company balances and transactions are eliminated in 
consolidation. , 
Short-Term Investments - Short-term investments, prin­
cipally commercial paper and government securities, are 
carried at cost, which approximates market value. 
Installment Sales - Profits on installment sales are cred' 
ited to income at the time of sale. Monthly finance charges 
levied on installment accounts are credited to income over 
the lives of the contracts, after deducting a provision for 
estimated uncollectible charges. 
Inventories - Inventories are stated at the lower of cost or 
market. Cost has been determined on a last-in, first-out 
{UFO) basis for approximately 78 % and 79 % of total 
inventories in 1983 and 1982, respectively. Cost for the 
remaining inventory has been determined on a first-in, 
first-out {FIFO) basis. 
Property, Plant and Equipment - Property, plant and 
equipment is stated at cost. Depreciation and amortization 
are computed by the straight-line method using estimated 
useful lives of the assets. 
Excess Cost Over Fair Value of Assets Acquired - The 
excess cost of investments over assets acquired is being 
amortized on a straight-line basis over a 40-year period. 
Income Taxes- Deferred taxes on income are provided for 
timing differences between financial and tax reporting, 
arising pri;oarily from accelerated depreciation, income 
recognized from installment accounts receivable, pur­
chased tax benefits, and accrued expenses not currently 
tax deductible. 

Investment tax credits are applied to reduce the provi­
sion for federal income taxes in the year the credits arise. 
Pensions - Annual pension costs charged to income in­
clude actuarially estimated current service costs and provi­
sions for unprovided or overi:>rovided actuarial liabilities, 
which are amortized over periods of 15 to 40 years. The 
Companys general policy is to fund the minimum amount 
required under ERISA. 
Reclassifications - Certain amounts in the 1982 balance 
sheet have been restated to correspond to 1983 account 
classifications. 

-
2. Discontinued Operations 
During 1983 the Compady sold the \\brld BoOk Llfe Insur­
ance Company, an unconsolidated insurance subsidiary; 
the Valley Industries division, which was part of the Vehic­
ular Products segment; and Cardinal Plastics, an operating 
unit of the Western Enterprises division, which was in­
cluded in the Cleaning Systems & Household Products 
segment. The Company also is in the process of disposing 
of a division in the Vehicular Products segment. According­
ly, the consolidated financial statements and related notes 
have been reclassified to report separately the operating 
results of continuing and discontinued operations for each 
fiscal period presented. Net sales and operating results for 
discontinued operations are summarized below: 

Year Ended November 30 

1983 1982 1981 
Net Sales .•••••••••..••••.•••••• 

Operating Results: 
Income from discontinued 

operations before net gain 
on dispositions, less 
income taxes (1983-$501; 
1982.$2,434; 1981.$3,()08) •.•• $ t .259 $ 3,869 $ 3.880 

Net gain on dispositions, less 
incometaxesoU3.762 ••••••••• 

Income Imm discontinuOO 
operations .................. . 

The disposal of operations during 1983 resulted in the 
reduction of inventory quantities valued using the LIFO 
method. This reduction increased the net gain on disposi­
tions by $1,37 4 or 20 cents per share. 

3. Receivables 
Receivables at November 30, 1983 and 1982, consisted of 
the following: 

Trade receivables, less allowance 
for doubtful accounts 
(1983-55.430; 1982-$5.871) •..•••.••. , 

Installment rereivables, less 
allowance for doubtful accounts 
(1983- S5.713; 1982 -$5.772) ..•.••• , ••• 

Other receivables, net . .................... . 

1983 1982 

$72,124 $54,490 

14,224 13,679 
7,805 12,31.:!_ 

$94.153 }80,483 

In accordance with industry practice, total installment 
receivables are included in current assets. The portions of 
such accounts due after one year from the balance sheet 
date amounted to $7,242 and $5,080 at November 30, 1983 
and 1982, respectively. 
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4. lnftlltorles 
Inventories at November 30, 1983 and 1982, consisted of 
the following: 

0 

Raw materials ••••••.•••••••••••.••••.•••• 
\\bdc in process ••••••.••••••••••.•••••..•. 
Finished goods ........................... . 

n 1983 1982 
$24,129 $22,919 
26,120 31,077 
29,657 27,049 

$79,906 $81,045 

The total impact of UFO on income and earnings per 
share from continuing operations is presented in the fol­
lowing table. '

1 

Year Ended November 30 

1983 1982 1981 

Gross UFO effect 
Amount. ••••••••.••••••• 
1"rshare ••••..•••••..•.• 

Less increase in income from 
continuing operations related 
to inventory liquidations of 
UFO quantities and costs 

Amount ••••••••.••••.••• 
Per share ••••••..••••••.. 

Increase (decrease) in income. from 
continuing operations 

Atn0unt •••••..•.•••••••• 

Per share •.••.••.•••••••. 

$ 129 
.02 

468 
___,QI 

.$ (339) 

$ ib5) 

$ 413 
.06 

712 
.10 

$ (299) 

$ (,04) 

$ (1,300) 
(.18) 

618 
.08 

s (1,918) 

s (26) 

If FIFO co~ts had been used for inventories presently 
valued using the UFO method, inventories would have 
been $24,581 and $27,023 higher than reported at Novem­
ber 30, 1983 and 1982, re:pectively. 

\\ .. 
S. lnvestmenta in and l~dvances.to Unconsolidated 
Subsidiaries and Joint \~rures. 
The investments in and advances to who!ly-owred uncon­
solidated subsidiaries and jo\'nt ventures are carrled on the 
equity basis and at Novemht1r 30, 1983 and 1982, were as 
follows: )I 

ii 

Financesubsidiaries •..••.•• :.-. ••.•.••••••• 
\\brld Book Life Insurance •.••••..•..•.•••.. 
Join I ventures •••.•..••••.•.••••..•••••••. 

1983 
$46,963 

_____lli. 
$47,485 

1982 
$44,516 

12,126 

~ 
$56,883 

16 

The consolidat::<I balance sheet .included net amounts 
payable to unconsolidated subsidiaries of $1,953 at Novem­
ber 30, 1983 and net amounts receivable of $3,314 at 
November 30, 1982. 

In 1982, the Company advanced $9,107 and established 
a new wholly-owned unconsolidated finance subsidiary, 
Scott Fetzer Financial Servlees Company (SFFS). S~ has 
two wholly-owned consolidated subsidiaries, United Ac­
ceptance Limited and Scott & Fetzer Financial Services of 
Canada, Inc., which. provide funds to fimmce installment 
receivables from customers of the Kiroy Group distributors 
operating'in the United Kingdom and Canada. . 

\\\)rid Book Finance, Inc. (WBFI) provides funds p~~­
.cipaliy to finance the domestic instalhfient receivables of" 
World Book, Inc. WBFI has a wholly-owned subsidiary, 
United.Consumer Financial Services Company, which pro­
vides funds to finance the domestic installment receivables 
from customers of Kiroy G~~up distributors. The Company 
is obligated under an operating agreement to make avail­
able to WBFI amounts sufficient so that earnings, as de­
fined, are at least 150 % of fixed charges, primarily interest. 
The amounts provided were $12,997 in 1983, $12,102 in 
1982 and $7,650 in 1981. The current liability for deferred 
income taxes in the consolidated balance sheet includes 
amounts related to installment receivables financed by 
WBFI. Summari2ed financial statements of WBFI follow. 

"-.. 
Cash and cash equivalents· ••••.......•••••.. 
Finance receivables, net of allowance 

for credit losses ••.•••••.••••••••..•••••. 
Other assets •...••••••••.....•••...•....• ·• 

Total Assets ......................... . 

LlabWtleo and Equity 
Accounts payable and other liabilities .•.•••..•• 
Current portion of long-term debt ••..••••••••. 
lnn!l{erm debt .••••••..•.•..•....•..•.... 
Scou Fetzer equity ...••••.•...•....••••••.. 

Total Llabililies and Equity •...••...••••. 

November30 '' 
1583 1982 

$ 28,943 $ 29,855 

98,806 101,078 

~ 2.957 
$134,640 $133.890 

$ 7,429 $ 6,961 
2,625 2,625 

86,875 89,500 
37,711 34.804., 

$134,640 $133.890 ~ 

Year Ended November 30 

Total revenue ••.•.•••••.•••.. 
Interest expense .••...••..•••• 
Other expenses •••....•••••..•• 
Income taxes ..••••.•••••..... 
Net income.................. \\ 

1983 1982 1981 

$23,384 $22,428 $15,139 
11,776 11,022 8,426 
5,685 5.895 2,500 
3.016 2,840 2.149 

$ 2.907 $ 2,671 $ 2,064 



&;,Property, Plant .net F.qulpment 
Property, plant and equipment at November 30, 1983 and 
1982, consi~ed of the follq_wing: 

. '--.r-. 

1983 1982 
Land and land illljlro\..ments .••••••••••••••• $ 4,554 $ 5,199 
Buildings ................................. . 31,965 26,738 
Machinery and equipment ••. ~~-••••••••..•.• 101,866 99,375 
Capitali2ed leases ••••••.••.••••••••.••••.• 9.942 14,370 

148,327' 145,682 
Accumulated depntjation and amortintion .... 63.146 63,712 

$ 85,181 $ 81.970 

7. Notes Payable and Long-Term Debt 
The Company had borrowings of $4,918 and $4,971 at 
November 30, 1983 and 1982 under bank credit lines 
available under contractual arrangements in (•~arious for­
eign countries. These credit lines totalled $7,635 and 
$7,857 at those dates and required commitment fees up to 
1 Y.i % per annum on the unused portion. ' ~, , 

A summary oflong.terrn debt, at November 30, 1983 and 
1982, excluding the,current portion, follows: 

!l'h% Notes, payable in annual installments 
of $2,500 thru 1998 ••••..••••••••..••..•. 

91\ % Notes, due 1985 •• , •••••••••••.•••..•• 
Other long-lerm debt with interest 

ratesfrom8% toll% due in 
installments thru 1987 • ......•............ 

Capitalized leases with interest 
ralesrrom4% tol8% due in 
installnients thru 1989 ..••.... ............ 

1983 1982 

$35,000 
30,000 

522 

$37,500 
30,000 

816 

The 9¥.i % and 914 % note agreements contain cove­
nants regarding increases in debt, minimum asset-to-debt 
ratios and the extent to which dividends may be paid. 
Under the most restrictive of the debt covenants, retained 
earnings available for the payment of dividends amounted 
to $57,096 at November 30, 1983. 

Aggregate maturities of long.term,Jdebt are $3,867, 
$33,87 4, $3,335, $3,071, $2,830 for the years ending 
November~.'}. 1984 through 1988, respectively. 

0 

.8.'ea·e• 
The Company leases certain equipment, offices, ware­
houses and production facilities. 

Lease terms for capitalized facilities and machinery and 
equipment are generally 15 years and 5 to 8 years, respec­
tively. The Company has options to purchase many of the 
capitalized assets and can renew or purchase many leased 
assets currently classified as operating leases. 

Capital leases, which are accounted for and amortized as 
Company-owned assets at November 30, 1983 and 1982, 
were as follows: 

1983 .1982 
LanU 'and land improvements . ............•.. $ 333 s 333 
Buildings •...••..••••.•..•.•••••••..••••• 7,265 9,517 
Machinery and equipment .................. ~ 2,344 4.520 

9,942 14,370 
Accumulated amortizalion ................. . 5,962 8.671 

$ 3,980 $ 5,699 

Future minimum lease payments under noncancelable 
capital and ope(ating leases are: 
Year Ending 
November30 

1984 .•...••.••••••••• ••••••••· ...•••.... 
1985 .••. ·•·••••·•••· .••••••••••.•.•••.•. 
1986 ....•.•..•••••••.•.•.•••••••..•••... 
1987.,- ••••..•••.•••..••••••••..•••••..• 
1988 . .' .••••..•••......•••••••••.•••..•.• 
Lateryec..-s .................... · · · ... · · · · · · 
Totill minimum lease payments ............. . 
Less minimum s~blease rents . .............. . 
Net.minimum lease payments .............. . 
Less: 

Amount representing es!imated 
executory costs .•...•................. 

Amount representing interest ............. . 
Present value of minimum lease 

payments, of which Sl,225. is 
due within one year ....................... . 

Capitalized 
Leases 
$ 1,645 

!,SOB 
844 
511 
379 
~ 

4,940 

4,940 

124 
_!1§Q 

$ 3,866 

Operating 
Leases 
$ 4,967 

4,195 
2,326 
1,596 
1,352 
2.057 

16,493 
_fil 
$15.948 

Net rent expense resulting from noncancelable operat­
ing leases for continuing operations for the years ended 
November 30, 1983, 1982, and 1981 amounted to $5,590, 
$5,894, and $6,637, respectively. 

9. Stock Options 
The Companys 1973 and 1981 Stock Option Plans provide 
for the granting of options to key executive employees to 
purchase shares of the Companys common stock at not 
less than 100% of its fair market value on the date of grant. 

,-, 
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" Options ~M under the 1981 Plan and certain converted 
options issued under the 1973 Plan are intended to qualify 
as "Incentive Stock Options" as' defined iii the Internal 

o Revenue ~e'. All outstanding opt;on5 are exercisable 
one-fourth each year commencing one year after date of 
grant and expire 10 years after date of grant.· No charge to 
income is made by the Company with respect to options 
granted. 

Both plans permit the granting of stock appreciation 
rights to optionees. As of November 30, 1983 no such rights 
had been granted; " 

Changes in options outstanding under these plans dur- • 
ing ih.: years 1981, 1982and1983 follow. 

f_-., ,, 

".\ 
Option Prli:e 

Shares n or Rani!!: 
1973 STOCXOPOON PLAN ti) 

November 30, 1980, .. , • , ••••• , 271,875 231/8-267/8 
Granted, ......... ' .......... 7,290 28 
Cancelled ................... !14,300) 231/8-267/8 

November 30, 1981 .. , ....... , , 264,865 231/8-28 
Granted ............. , ...... , 18,700 33-35112 
Exercised ................... (1,000) 231/8-231/4 
Cancelled ................ , .. " !23.375) 23 1/8-26 1/2 

November 30, 1982 ..••.•••.•••• 259,190 23 1/8-35 1/2 
Granted ••••••.•.•..•.•.••••• 26,193 42 3/8-44 1/2 
Exercised ................... [23,426) 231/8-28 
Can relied , ....... , .......... !13.725) 23 1/8-26 718 

November 30, 1983 .••.••••••• ,._ 248,232 23 1/8-44 112 

1981 STOCK OPllON PLAN 
November 30, 1980 ..•••••••.•• .(). 

Granted .•••••••••.•••••..•.. 68,060 28 

November 30, l98L , ...... , .. , 68.060 28 
Granted .•••••••••.•.• , ..... 63,650 33-351/2 
Cancelled ................... !2.650) 28 

November 30, 1982 ...... , ••... 129,060 28-35112 (' 
Granted .......... , .......... 61,807 423/l!-44112 
Exercised .•••••••••...•..••• (1,480) 28 
Cancelled ................... !6.870) 28-351/2 

November 30, 1983 ............ 182,517 28-441/2 

At November 30, 1983, 1982, and 1981, options exercis­
able under the 1973 Stock Option Plan were 187,990, 
171,581and139,264 respectively, and 489,787, 513,213, and 
514,213 shares were reserved for issuance. Shares available 
for future grants under the 1973 Plan at.the end of each of 
the three years were 241,555, 254,023,and 249,348. 

At, November 30, 1983, 1982 and 1981, options exercis­
able under the 1981 Stock Option Plan were 45,068, 16,353 
and none, respectively. Shares available for future grants 
were 316,003, 370,940 and 431,940 at the end of each of the 
three years with the number of shares reserved for issu­
ance being 498,520, 500,000 and 500,000. 

18 

10. Income 18xes 
The provisions for income taxes for continuing operations 
were as follows: 

Year Ended November 30 

1983 1982 1981 

Current: 
Federal ................. .. Sl8,117 s12.m Sl7,150 
Slate and local ............. . 3,634 2,774 3,681 
Foreign ••••.••••.••••••.•• 1,719 ,635 2.190 

23,470 16,186 23.021 
. 

Delerred: (/ 
Current.................... (4,313) (2;348) 788 
Noncurrent...... ..... .. .. . 4,135 5.248 1.043 

_l!B!l 2.400 ~ 

S23.292 $18.586 S24.852 

Major components of the deferred income taxes for 
continuing operations were as follows: 

Year Ended Nt.1vember 30 

1983 1982 1981 

Accelerated depreciatiOn •.••.•• $ 1,338 $ 620 $ 994 
Expenses deductible for ta."< " purposes when paid •••.•.••• (3,315) (845) (1,366) 
Tuxes deferred on installment 

sales ..................... (1,228) (2,346) 2,078 
Purchased tax benefits ••.•••••. 2,665 4,526 
State .111d local inromelfranchise 

tax timing differences •••.•.•• 362 445 130 
Other. net •••...• ~ •••••••••.• ___@) 

$ !178) $ 2.400 $ 1.831 

The effective income lax rate for continuing operations 
is reconciled to the United States statutory rate as follows: 

c Year Ended November 30 
1983 1982 1981 

Statutory federal ta."< rate .••.•••• 46,0% 46.0% 46.0% 
Slate and local incomP.: taxes net of 

federal income tax benefit .••. 3.8 3,6 4.0 
Investment rax credit and 

research & development credit (2.2) (2.9) (l.i) 
DISC income not taxed •••..•..• (,9) (I.I) (1.9) 
Foreign operations tax effect ••••• ,5 (,6) 2,9 
Exempl municipal inlerest ••.••• (1.0) _(l.i) - < 
Oth<r; net .................. ' __!!,QL .·.:1.2 .4 

45.2% 4~.5% 49,7% '· 

During 1982, the Company entered into safe harbor 
leasing agreements involving property with a cost basis of 
$26,781. The $7,893 paid as consideration for the property 
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 an 
insignificant effect on net income in 1982 ~d 1983, and will 
not have a material effect on net incol1\e in any future 
period. While not reducing the provi~lon for income taxes, 
current tax payments have been reduced by the tax bene­
fits realize<l·from these transactions. 
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I. !'enslon and Retirement Plana 
'he Company has various pension. profit-sharing and 
~rift plans, mostly llQll-<:ontributory, covering. substan­
ially all of its employees. It . also _has accrued deferred 
ompensation, none of which has been funded, pursuant 
l agreements with certain officers and other senior man­
gement employees. Total expense for pension and retire­
~ent plans for continuing operations for the years ended 
lovember 30, 1983, 1982, and 1981 was $4,695, $5, 747 and 
5,949, respectively. The decrease in 1983 expense com" 
,r~ with 1982 resulted ptjmarily from a reduction in the 
•rovision for profit-sharing expenses. 

During 1982, the Company changed certain actuarial 
ssumptions used for pli(1sion expense determination and 
m·ding purposes to more closely approximate actual expe­
ience of the plans. These changes primarily consisted of 
1creases in the assumed rate of return, projected salary 
cales and future Social Security benefits. 
;A. comparison of accumulated plan benefits and net 
sSets for the domestic defined benefit plans for continuing 
perations as of the most recent vcluation dates, prin­
ipally as of the first day of the 1983 and 1982 fiscal years, is 
s follows: 

ctuarial present value of 
:cumulated plan benefits: 
Vested •••••••••••••••••••••••••••••••• 
Non-vested ...•...........•.....•...... 

Total value . ...•..•......•..•......... 

et assets, al market value, available for benefits. 

1983 1982 

$15,179 $13,278 
2.768 2,397 

$17.947 SIS.675. 

$31.810 527.851 

The rate of return used in determining the actuarial 
resent value of accumulated plan benefits was 7~ % for 
oth years. 
The Company has a limited number of employees who 

articipate in noncompany-sponsored multi-employer 
I ans. 

2. B~eaa Segment Information 
1foimation with respect to the Company's business seg-
1ents is contained on pages 13 and 14 of this report. 
usiness Segment Information by Industry ~?"-~n re­
ated for the years 1982 and 1981 to exclude/ 'lerating 
!Suits related to discontinued operation( ,,~~·ti reflect 
!rtain reclassifications of identifiable ass-;',,(. 
World Book Finance, Inc., United Consumer Financial 

!rvices Company, United Acceptance Limited and Scott & 
etzer Financial Services of Canada, Inc. are wholly"°wned 
nconsolidated subsidiaries that provide financing to pur-
1asers of certain of the Company's products. These sub­
diaries are)ncluded in the segments with which they are 
!Ttically iqtegrated. 

lntersegment and interarea sales are accounted for''at 
prices which generally approximate fair market vdiue. 
Operating earnings are total revenue less operatir{g,,._ex­
penses, excluding interest and general corporate expenses. 

13. Contingent Liabilities 
The Company is a defendant in several lawsuits and other 
claims whicll, in the opinion of management, will not have 
a material effect on the consolidated financial position and 
consolidated results of operations. 

11_. Impact of Inflation on the Business (Unaudited) 
The &impanys financial statements are prepared on a 
historical cost basis. This basis does not account for the 
effects of inflation, either general or specific, on the results 
of operations or changes in financial position. The follow­
ing supplemental financial information has been prepared 
in accordance with the experimental techniques of State­
ment No. 33 issued by The Financial Accounting Stand­
ards Board. This statement requires computation oitertain 
supplementary information utilizing two methods, con­
stant dollar and current cost. Both of these methods inher­
ently involve the use . of assumpti<lns, estimates and 
subjective judgments and should not be viewed as precise 
indicators of the effects of inflation. 

The impact of inflation was calculated on only invento­
ries and property, plant and equipment. Restatement of 
the<;e items reflects the most significant effects of inflation 
on the Company. 

The constant dollar meth<:>d was computed by adjusting 
the historical. costs of inventories and property, plant and 
equipment for changes in the purchasing, power of the 
do'~ar as measured by the Consumer Price Index for All 
Urban •"Consumers. The current cost of inventories was 
ba')ed on the first-in, first"°ut assumption as to inventory 
usage. The current cost of property, plant and equipment 
was determined by application of the Engineering News­
Record Index for buildings and selected Producer Price 
Indices for other fixed assets. The Company's use of the 
last-in, first"°ut method of inventory valuation for most 
locations minimized the'adjustment to cost of sales under 
the current cost method. Depreciation applicable to botll 
methods was computed with the same asset lives and in 
the same manner as are used in the primary statements. 

Since inflation adjustments are not deductible for tax 
purposes, no adjustment was made to income tax expense, 
resulting in an effective tax rate of 55.4 % for constant dollar 
basis income from continuing operations 'and 56.2 % for 
current cost ~asis income from continuing operations, 
compared with 45.2 % in the primary statements. 

0 0 
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s.upplem,mtal Statement of lneome .·.· 
Adjustecl/ror Changing i"rlcea (Unaudited) . 
For lhe year ended Novern!>er 30, 1983 
(Dollars in lhousiinds excej>t per share dala) 

tf~, 
i.: 

., 

c 

~'(! . 
.-v 

\ \ 
1•. ,. ,, 

.-..~!... 
\-~--

~s::e;,:;t:_".".'~~~~-: :: ::::: ::: :: :::: :'.".'!'.: ::~:::: :::::::::::::::: ::·'. :: : : : : 
Gross prolit: •••••••.•••••••••••••.••••• ; ••••••••••••••••••••••..•••••.••••.• 

SeJling; ~~and administrative exPtn5es ....•.................••.... !...:._" •••••••••••• 

oPer.itiOg iacorne ., ....•. .,. •••• :: ...•..•..•..........••.• ' ...•..• ~::-: .....•.•..•. 
Other income_ (decfurctionst. c., · 'D ,_ ·- c 

Interest andotlier income, net •.....•.••.• -.· ......... _;·;-•..•...•...• ,~ .......•.... 
Interest expefise .... -• -•. -.....•........•..•••.......• -••. -......•........•.•• 
Charges for services 'lf .finance subsidiary .. _ ..••. ~ ............................... i " 

"~:2~ Income.froffi uw:onsolidal:ed subsidhvleS and joint ventures .•.••••.•...... _. . , ....... . 
In.tome from continuing oper,wo~Ji_f~re income taxes ••....•... ·-·'. ~ . .:. (._f::: ••••• ~ ••••••••• 
lnoometalieef ..•.•....•.......••...•...........•.......•...• : .• ;•: ............... . 

Income from continuing operations .... 'IJ. ,", •.........•.......•• _ ............. ·!i:· .. 
[)epreciatloil included above •. .-;. ............................................. · •....•..• 

r.Eamlhgs pfr share- continuing operations ..................•................•...... 
~ive.incrilnetaxrate .••..•.•.••••.•.....•.•..... ; .,1 .•••••. ~~ .••.•••• ~ ••••••••••• 
Net ""5ets at er.dill year ....•.••...•........•..•.•......•.......................... 
Gain fromdr:-).ine in purcli"5ingpowerof net arnoun&11~ •••••••••••••.••••• , • \l .. : .... 

' · 1. . 'LJ '/:.. 
lncreaSe in general price J,evel of inventories and property, plant and equipment during the year • 
.Less.effect or increase iri current cost.~- ...... · ............................ ,(;,'./ -.· ...•.. 

. (1j 

As Reported Adjusted for 
in Primary Generdl lnOation 
Statements (Constant Dollar) 

.$629,f.JI $629.563 
1'l 339.421 347.644 

290,142 281.919 
232~604 233,828' 

57:538 48,091 
r;; 

11,633 11,633 
(8,731) (8,731) 

(12,997) (12,997) 
4,066 4;00s 

51,509 
0 

42.062 
23.292 23.292 rr; ... 7r-' $ 28.217 $ 18.770 ~1% 

4.20 2.80 

c·_,~ ,_.F.xcess of increase in gerieral inflalion over increase in current cost. • . . . . . . •. . . . . . . . . . . . . . . . . · 

.• Selling, general and administrativeexpenSe:;Qbeen :.djusted for depredation expense ol $1,224 and $1,270 respectively, du/!10 '· ,, 

I' J 

:;, 

adjust_!Ilents f(IJ general inOation and changes in current costs. ') _ · 
At November S\Q! 1983, the-=-estinllilnd current cost of inve_n!.O'ries and property, nlant and eqUipment, ne: of accumulated 
depreciation. was il02.964 and $116,333, respectively. . 

\) '.t.. 
'it ~~f \) G' 

Flve-\eal'Com)llllilon of Selected Supplementary Flnanclill Data 
Adjus~ ~t thti·J?Jlecta of Changing Prjces (Unaudited) 
Expressed In Averagit 198.3 Dollars 

J[lollars,i.n thousands excepl per share data) •. 
~Net sales and other revenu~.·. a5 reported ...... , ......................•....... 

Historical cost infonnalion adjuste\:!. 
(or general ir~flation: 

Net sale-; and other revenue ...............................•.•....... 
Income. froiTI cOntinuing ·,:r;erations . .' ........•.............. ~ ......... . 
I fr .,...--/al. h ncome om cont1nuu1g aper ions per s are ••............. , .......... . 
Net'~ at )1"Ar-end •....•...•........•... , ; ...... ;·~~ ...•.. r; ......... . 

Current cost information: ,~, '·' ·,\ . 
h1come._froffi coqt\tiuing operations ...... '.· •..•...... _ ........... ,\ ...... . 
Income ftom conlinUing operations per share ..•......... ~ ...•..... , ... . 
Net ""5ets a1 year-end ................ ,;1 ............................ . 

Excess of increase in ge~ inOation , i 
oVerincrease in cu~r;t cost ...•....•......•.•••............. _ ..... . 

Other information: 
Gain from decline in purchasing.power__ ,. \~, 

of net amounts O'NeCI •••••••••••• : •••••• /~ ••••••••••••••••• :;\ •••••••• 
Cashdividendspershare 0 " . 

~e=~-~i~::: ::::: .. : :.:: : : : : : : :: :: : : :: : : : : :'..::::: :: : : : : : : ::: 
Common share market price at year-end -

As re?>rted •• -••.....•.•••.•.•....... "' .....••.......•. ,,, ...•......• 
Average 1983dollars ...•.•...••..........•.......•....•. i' ........... . 

Average Consunier Price Index ••......•.. , •......•... !<;<" •••••••••••••••••••• 

1983 
$629,563 

629,563 
18,770 

2.80 
269.079 

18,140 
2.70 

269,799 

2,539 

380 

1.80 
1.80 

I/ 
42.50 
41.74 
297.5 

() 

Fiscal Year Ended Nove~r 30 
•<; 1982 1981 1980 

• $558.838 

576,671 
13,744 

2.05 
266.255 

15,116 
2.25 

263,454 

(676) 

1.364 

1.80 
!.BC 

34.12 
34.48 
288.3 

$607.453 

66&,085 
15,960 

2.20 
270.226 

19.346 . 
2.67 

265,153 

4.827 

2.353 

1.80 
1.98 

28.25 
29.94 

2•.o:s 

$584,473 

711,460 
9,713 

1.31 
228,125 

12,306 
1.67 

283,561 

5,086 

4,555 

1.80 
2.\9 

23.50 
27.29 
244.4 

20 ' .JI, 
.~@;-, ' .f{', 

0 

0 

" 

b 

Adjusted lor 
Changes in 

Specific Prices 
(Current Cost) 

$629,563 
348.228 
281.335 

0 

~ 
47,461 

•', ·-01 c . . 

11,633 
(8,731) 

(12.997) 
4.066 

41,432 
23.292 

$ 18,140 

14,782 

_111! 
56.2% 

$269,799 

$ 380 

7.027 
4.488 

.~ 

1979 
$633,613 

875,929 

1.70 
2.35 

22.75 
29.75 
215.2 

c 

() 

.J ••, 
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The Scott &.Feizer Company 
14600 Detroit'Avenue · 
Laliewliod, Ohio 44107 
(216) 228-6200 
After Aprill, .1984: 
The Scott &Fetzer Company 
28800 Clemens Road 
~e •. Ohio44145 
(216) 892-3000 .. 

,, 

Printed ;,.u.s.A. 
. -,/ 
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Exhibit 22 

There are oo parents of the Coopany. 
follows: 

Its pt"incipal subsidiaries are as 

Subsidiaries of State of % of Stock 
Scott & Fetzer Incorporatioo Owned 

A. The Kirby sales Ohio 100% 
Conpany, Inc • 

A. Melben Products Ohio 100% 
Co., Inc. 

A. SFZ International, canada 100% 
Inc • 

A. Scott & Fetzer Ontario 100% 
(Canada) Ltd. 

A. The Scott & Ohio 100% 
Fetzer 
International Cl 

Cotlpany 

A. 'li:>rld Book, inc. Delaware ,.,, 100% 

A. SFZ Transportation, Ohio 100% 
Inc. 

B. 'li:>rld Book Delaware 100% 
Finance, Inc. 

c. United consumer Delaware 100% 
Financial Services 
Coopany 

D. Scott Fetzer Delaware 100% 
Financial Services 
.~Y 

E. United Acceptance Delaware 100% 
Limited 

E. Scott & Fetzer Ontario 100% 
Financial Services 
of Canada, Inc. 

A. Included in the Consolidated Financ,i.al Statements oontaiqed in the 1983 
Annual Report to shareholders of Scott Fetzer. 

B. unconsoUdated sul:i&idiary of 'li:>rld Book, Inc., for Wiich separate financial 
statements are filed oo pages F-8 through F-15 of the 1983 Fom lo-K Report • 

C. Consolidated subsidiary of R>rld Book Finance, Inc. 

o. Unconsolidated subsidiary of Scott Fet~r. 

E. Consolidated subsidiary of Scott Fetzer Financial Services Coopany • 
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