AFFIDAVIT OF CHARLES F., WILSON

I, CHARLES F, WILSON, being duly sworn and cautioned, depose and testify
as follows:

1) I am the Assistant Secretary, an Officer of the corporation, of THE
CELOTEX CORPORATION, a Defendant in various cases filed in Texas by
plaintiffs alleging injury resulting from exposure to asbestos fibers.

2) I have personal knowledge of the events surrounding the acquisition
by THE CELOTEX CORPORATION of the Panacon Corporatiom in 1972 as I have
personally reviewed corporate records regarding that acquisition, and can
competently testify thereto.

3) Prior to its acquisition by THE CELOTEX CORPORATION in 1972,
approximately 75% of the outstanding shares of stock in the Panacon
Corporation were owned by the Glen Alden Corporation. The remaining stock'was
owned by various stockholders. I am informed and believe that the Panacon
Corporation was formed in 1970 by the merger of the Philip Carey Corporation
with Briggs Manufacturing Company; the Philip Carey Corporation, (previously
known as Philip Carey Manufacturing Company, XPRU Corporation, and Philip
Carey Company, Inc,.) in turn, was formed in 1966 following the merger of the
Philip Carey Manufacturing Company into Glen Alden Corporation.

4) On April 17, 1972, THE CELOTEX CORPORATION purchased all the Panacon
Corporation”stock held by the Glen Alden Corporation. Said stock was paid for
in cash. The Glen Alden Corporation did not acquire any shares of CELOQTEX
stock as a result of that transaction; nor did Glen Alden Corporation acquire
‘any shares of the stock of Jim Walter Corporatiou, CELOTEX'S parent
corporation, as a result of that transaction.

5) Subsequently, THE CELOTEX CORPORATION offered to buy all remaining
outstanding shares of Panacon Corporation from their respective owners for
$6.00 per share. As a result of these transactions, CELOTEX bought all shares
of the Panacon Corporation for cash, and no stockholders of the former Panacon
Corporation became stockholders in THE CELOTEX CORPORATION or in any of
CELOTEX'S parent or subsidiary corporationms.

- 6) At the time of the acquisition of Panacon Corporation, all shares of
THE CELOTEX CORPORATION were held by Jim Walter Corporation; at the present
time, all shares of THE CELOTEX CORPORATION are held by Jim Walter Corporation.

7) Attached to this affidavit as Exhibit "A" and incorporated herein by
reference i3 a true and correct copy of a letter dated June 28, 1972, addressed
to the stockholders of Panacon Corporation from the Secretary of Panacon

.Corporation detailing the offer to buy the outstanding Panacon shares for

cash, 'and notifying the stockholders of a meeting of Pamacon shareholders to
approve the acquisition of Panacon by CELOTEX.

-

8) Attached to this affidavit as Exhibit "B" is a true and correct copy

. of the proxy statement accompanying the notice of the shareholders' meeting

detailing the method whereby CELOTEX acquired Panacon Corporation by cash
purchase of all outstanding shares. Said proxy statement is dated June 28, 1972.
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9) Attached as Exhibit "C" to the affidavit is a true and correct copy
of the merger agreement between Panacon. Corporation and THE CELOTEX CORPORATION

and an amendment thereto. This agreement states on page 5: 1

Each outstanding share of common stock of
Panacon (other than each such share of

common stock held by CELOTEX) shall be
converted into the right to receive, without
interest, $6.00 (payable by bank check or by
certified or cashier's check) from CELOTEX
upon surrender of the certificate representing
such share.

Said agreement further provided on page 5 that all Panacon Class A common
stock shares and treasury stock would be canceled.

10) Prior to 1972, THE CELOTEX CORPORATION had no connection with or
control over Papacon Corporatiom, Glen Alden Corporation, Briggs Manufacturing
Company, Philip Carey Corporation, Philip Carey Manufacturing Company, or the
parent and/or the subsidiary corporations affiliated with any of the aforementioned
companies, or any of those companies' officers, directors or employees.

11) Neither THE CELOTEX CORPORATION, the parent and/or subsidiary companies
of THE CELOTEX CORPORATION, Panacon Corporation, Philip Carey Corporatiom,
Briggs Manufacturing Company, Glen Alden Corporation, Philip Carey Manufacturing
Company, or the parents and/or subsidiary companies affiliated with the afore-~
mentioned companies were at any time Texas corporations, nor did they
have their principal place of business in Texas at any time. None of
the corporate transactions referred to in this affidavit were governed by

.Texas law,
Further affiant sayeth naught,
DATED: E;bs,gaee 29, 198 4 Wﬁw\
Charles F. Wilson, Asst. Secretary
to THE CELOTEX CORPORATION

STATE OF FLORIDA )
) ss
COUNTY OF HILLSBOROUGH)

On _EMU\ hﬂ IC?X 4 before me, the undersigned, a Notary
Public im and for sai&*Stafe, personally appeared Charles F. Wilson, known to
me to be the person whose name subscribed to the within instrument and
acknowledged that he executed the same.

WITNESS my hand and official seal.

fllo)xw o

My Commission expires: NotsryPublic Stats of Florida st Large
“RY Commssion txpires Aug. 20, 1985,
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PANACON CORPORATION

Notice of Special Meeting of Stockholders

June 28, 1972

To the Stockholders of
Panacon Corporation:

-

Notice is hereby given that a Special Meeting of Stockholders of Panacon Corpo-
ration (“Panacon”) will be held at the Carrousel Inn, 8001 Reading Road, Cincin-
nati, Ohio 45237, on Wednesday, June 28, 1972, at 11:00 A.M., eastern daylight
saving time, for the following purposes:

1. To act on a proposal by the Board of Directors (a) to approve an Agreement
and Plan of Merger dated May 31, 1972 (the “Agreement”) between Pana-
con and The Celotex Corporation (“Celotex”), a wholly-owned subsidiary of

im Walter Corporation, providing for the merger of Panacon with and
into Celotex on the terms set forth in said Agreement, and the receipt by
Panacon stockholders, other than Celotex, of 36.00 for each share of Panacon
Common Stock, and (b) to take any and all other action necessary or appro-
priate to consummate such Agreement. A copy of said Agreement is in-
cluded as Appendix I to the Proxy Statement accompanying this Notice.

2. To transact such other business as may properly come before the meeting or
any adjournments thereof.

The Board of Directors has fixed June 5, 1972, at the close’ of business, as the
record date for the determination of stockholders entitled to notice of, and to vote,
at the meeting. The stock transfer books will not be closed.

All stockholders are cordially invited to attend the meeting. However, if you
are unable to attend, please date, sign and return promptly the enclosed proxy in
the accompanying envelope, which requires no postage if mailed in the United
States. Any proxy may be revoked at any time before its exercise by giving written
notice of revocation to the Secretary of Panacon or by filing another proxy with him
at any time prior to the voting of the proxy or by voting in person.

. ' By the Order of the Board of Dircctors

L. A. PecusteN, Jr.
Secretary
Dated: June 5, 1972
Cincinnati, Ohio
- EXHIBIT "aA"
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PANACON CORPORATION

Proxy Statement

Special Meeting of Stockholders
June 28, 1972

This Proxy Statement should be read carefully. The Ceclotex Corporation (“Celotex™) has the
necessary voting power to cause the proposed merger discussed herein to be consummated even
if all other stockholders of Panacon Corporation (“Panacon™) vote against the merger, and Celotex
intends to vote in favor of the proposed merger. Further, Celotex, through its stock ownership in Pana.
con, has elected all the current directors of Panacon, who have approved the proposed merger. Under
the circurnstances, stockholders of Panacon might desire to give the terms of, and the consequences
resulting from, the proposed merger more careful scrutiny than they would if the proposed merger
had been negotiated and approved by an entirely disinterested and independent Panacon Board

of Directors.

The material under the following captions should be noted especially: “Solicitation of Proxies™;
“Certain Significant Aspects of the Proposed Merger™; “Investigation by Federal Trade Commission”;
“Dissenters’ Rights of Appraisal”; and “Certain Transactions.”

SOLICITATION OF PROXIES

This Proxy Statement is fumished in connection with the solicitation of proxies by the Manage-
ment of Panacon with the authority of the Board of Dircctors to be used at the Special Meeting of
Stockholders of Panacon to be held at the Carrouscl Inn, S001 Reading Road, Cincinnati, Ohio 45237, on
Wednesday, June 28, 1972, at 11:00 A.M., castern daylight saving time, and at any adjournments there-
of. The shares represented by each proxy rcceived by Panacon in the form solicited by Management
will be voted on the proposal listed in the notice of special mecting as specified by the stockholder on
the proxy, and will be voted FOR such proposal if no such specification is made. Any proxy may be
revoked at any time before its exercise by giving written notice of revocation to the Secretary of Pana-
con or by fling another proxy with him at any time prior to the voting of the proxy or by voting in
person.

The only matter which Management of Panacon intends to present to the meeting is sct forth
in the notice to stockholders. The Management of Panacon knows of no other matters which will be
brought before the meeting. However, if any other matters shall properly come before the meeting,
it is the intention of the persons named in the encloscd forin of proxy to vote such proxy in accord-
ance with the instructions of Management on such matters.

Solicitation of proxies will be made by mail, telephone and otherwise. Panacon may utilize the
services of some of its officers and regular employees (who will receive no compensation therefor in
addition to their rcgular salaries) to solicit proxics personally. Panacon also intends to request banks
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and brokers who hold sharcs of its stock in’their names or in their custody or in the names of others,
to forward copics of the proxy material to those persons for whom they hold such shares and to re.
quest instructions for voting the proxics and will reimburse such banks and brokers for their regular
out-of-pocket expenses incurred in connection therewith. (See “Expenscs of Merger™.)

All voting rights are vested in the holders of Panacon’s Common Stock, $1.00 par value, and
Class A Common Stock, $1.00 par value. Each share of Common Stock is entitled to one vote in re.
spect to all matters which may be brought before the mecting. and cach share of Class A Common
Stock would normally be entitled to one one-thousandth (1/1000)- of a vote in respect to all matters
which may be brought before the mecting. However. under the statutes of the State of Michigan, for
purposes of voting on the proposal contained in the Notice of Special Mecting of Stockholders accom.
panying this Proxy Statement, both the holders of the Common Stock and Class A Common Stock
would be entitlcd to one vote per share. Also, under Michigan law. the holders of Common Stock and
Class A Common Stock would vote separately by class, and two-thirds (33) affirmative vote of the
total number of shares of each class of Panacon’s outstanding capital stock would be required for
adoption of such proposal. However, all of Panacon’s authorized Cluss A Conunon Stock was con.
verted, share for share, by Celotex on May 30, 1972 into Common Stock. and therefore two-thirds
(%) affirmative vote of the total number of shares of outstanding Conumon Stock only is required for

adoption of such proposal.

Only stockholders of record at the close of business on June 5, 1972, will be entitled to notice of
and to vote at the meeting. _

As of June 5, 1972, Panacon had outstanding 15,632,158 shares of Common Stock, $1.00 par value.

To the knowledge of Management of Panacon, the only holder of record and beneficially of more
than 10% of the outstanding Common Stock or Class A Common Stock of Panacon is Celotex. which
on April 17, 1972, purchased from Glen Alden Corporation (“Glen Alden”™), 6,528,739 shares of Com-
mon Stock and 7,356,000 shares of Class A Common Stock, constituting approximately 79¢a of the vot-
ing power of thc Common Stock and 100% of the voting power of the Class A Common Stock ot
Panacon. Celotex is a wholly-owned subsidiary of Jim Walter Corporation (“Walter™), Tampa, Flor-
ida. Such stock was purchased by Celotex for $62,000,000, or approximatcly $4.47 per share. As
the result of the conversion of all the Class A Common Stock purchased by it. Celotex became the
‘owner of 13,884,739 shares of Common Stock, representing approximately 8§95z of the voting power of
such Common Stock. At the same time Celotex purchased for §1.330.000 Clen Alden’s convertible
(into Common Stock of Panacon at $10.00 principal amount per share) subordinated notes receivable
from Panacon with an aggregate principal amount of $1,963.879. (Sce also Itemn 12 of “Certain Trans-
actions™ as to an offer by Celotex to purchase the remaining $3,702.379 balance of such convertible
subordinated notes held by 19 trade creditors.) The $63,350,000 for such purchases was advanced to
Celotex by Walter, which obtained such monies by borrowings, in short-term loan arrangements, from
a group of commercial banks. .

The principal business activities of Walter and its subsidiaries (including Cclotex) are the manu.
facture and distribution of a wide range of building material products, and the sale, construction and
financing of partially-finished homes.

The Board of Directors of Walter and Celotex have indicated their intention to vote the shares
owned by Celotex FOR the proposal for which proxies arc being solicited. Such votes by Celotex
will be sufficient to adopt the Agreement and Plan of Merger and any other matters that might be ™
voted on at the meeting. Consequently, unless a holder of Panacon Common Stock carcfully follows
the procedure for exercise of his appraisal rights (sce “Dissenters’ Rights of Appraisal®), or unless the
proposed merger is abandoned, his shares of Panacon Common Stock will be converted into $6.00 for
each share.
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PROPOSED MERGER

Introduction

At the Special Meeting, the :tocLholdexs of Panacon will consider and take action with respect to
an Agrecment and Plan of Merger dated May 31, 1972 (the “Agreement”), providing for the merger
of Panacon into Celotex (the “Merger™), Under the Agrcement. Panacon stockholders (other than
Celotex) will be entitled to receive $6.00 for each share of Panacon Common Stock held by them
on the Effective Date of the Merger (as hereinafter defined). (Sce Item 1 of “Federal Income Tax
Consequences Relating to the Proposed Merger™). All such p.xymems to Panacon stockholders, as well
ss the payments to the Panacon warrant holders (See Item 5 of “Certain Significant Aspects of the
Proposed Merger™) will be made by bank check, or certified or cashier’s check.

-

Certain Significant Aspects of the Proposed Merger
1. The terms of the Agreement were approved by the Boards of Directors of Celotex and

Panacon on May 31, 1972. The price of $6.00 for each share of Panacon Common Stock not held
by Celotex (as compared to approximately $4.47 per share paid by Celotex to Glen Alden, as de-
scribed in “Solicitation of Proxies™) was arrived at’ after consideration of various factors. The
Panacon Board of Directors, which was elected by the stockholders of Panacon on the same May
31, 1972 date, consists of four directors who are aiso directors of Walter and one director who is a
partner of the general counsel of Walter.

As noted, Celotex (and its parent company, Walter) caused the electxon of each of the
directors of Panacon. Mr. F. J. Pizzitola, President of Walter, has also been President and Chief
Executive Officer of Panacon since May 16, 1972. Therefore, the terms of the Agreement and of
the Merger are not the result of arm’s-length negotiations. In addition, the voting rights of Celotex
will be sufficient to approve the Agreement and any other matters which may be brought before
the Special Meeting.

2. Unless a holder of Panacon Common Stock carefully follows the procedure for exercise -
of his appraisal rights (see “Dissenters’ Rights of Appraisal”), or unless the proposed Merger is
abandoned, his shares of Panacon Common Stock will be converted into $6.00 for each share.

3. The services of Loeb, Rhoades & Co., New York. investment bankers who are members of
the New York Stock Exchange, Inc., were engaged by the Board of Directors of Celotex to assist
the Boards of Directors of Panacon, Cclotex and Walter in reviewing the terms of the Agreement.
In the opinion of Loeb, Rhoades & Co., the proposed payment to be made to the Panacon stock-
holders (other than Celotex) is a reasonable price for Celotex to pay, and is fair and equitable to
Panacon stockholders. (See the following paragraph as to transactions with and relationships of
Walter (and Celotex) and Loeb, Rhoades & Co.) In rendering its opinion, said investment bank-
ing Brm relicd on information furnished by Panacon, Walter and Celotex, and on published finan-
cial data, and did not make any independent factual investigation of the affairs of Panacon. Such
information furnished to Loeb, Rhoades & Co. included internal Panacon budgets and forecasts
for 1972; reference is made to page 19 as to earnings information heretofore mailed to Panacon
stockholders for the three month periods ended March 31, 1972 and 1971. (Also see Item 5 be-
low.J Said firm will be paid $12,500 in total by Celotex for its services as herein described.

In connection with the acquisition by Waltcr of United States Pipe and Foundry Company,
Walter paid Loceb, Rhoades & Co. fees of $350.000 cach in 1970, 197] and 1972 Walter also paid
fees of $150,000, $400,000 and $10,000 to Loeb, Rhoades & Co. in connection with the acquisitions
by Walter of Brentwood Financial Corp., the building materials operations (“Basrett Business”) of
Allied Chemical Corporation (“Allied™) and the assets of a lighting Sxture operation in 1966, 1967
and 1870, respectively. Locb, Rhoades & Co. was a principal underwriter in a secondary public
offering in April 1965 by Allicd of the 731,607 shares of Walter's $2 Convertible Series 1-Third
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Preferred Stock received by Allied in connection with the Barrett Business acquisition, and were
principal underwriters of primary public oftcrings by Walter in Junuary 1971 of $35,000,000 ag-
gregate principal amount of its 53%% Convertible Subordinated Debentures Due 1991 and in
February 1972 of $50,000,000 aggregate principal wmount of its 7%% Sinking Fund Dcbentures
Due February 1, 1997. In June 1969, Locb, Rhoades & Co. purchased from Walter for $1,730,000,
17,500 shares of Walter's 5%% Cumulative Convertible Voting Fifth Preferred Stock, $100 par
value per share, out of a private placement of 313,000 shares; of the 17,500 shares purchased,
15,800 shares were disposed of in 1971; and a partner of that firm (principally for his own account
and that of members of his family) purchased from Walter for $1,750.000 an additional 17,500
of such shares. Loeb, Rhoades & Co. is the principal underwriter for the proposed public offer-
ing of 1,500,000 units (consisting of 1,500,000 sharcs of bencficial intcrest and warrants to pur-
chase 1,500,000 shares of benefcial intcrest) of Jim Walter Investors (a Florida business trust)
for an estimated aggregate price to the public of $30,000.000. Jim Walter Investors, which is
intended to be a qualified real estate investment trust under Sections 856-S3S of the Internal
Revenue Code of 1934, as amended, was organized by Walter. Initially Walter will own 50.000
shares of bencficial interest and warrants to purchase an additional 50.000 shares (in addition to
the shares and warrants to be offered to the public) at a cost of $1,000,000, and Jim Walter Ad-
visers, Inc., a wholly-owned subsidiary of Walter, will act as investment adviser to, and will ad-
minister the operations of, Jim Walter Investors. A partuer of Loeb. Rhoades & Co. will serve as
one of the initial trustees of Jim Walter Investors. In addition, as of January. 21, 1972, partners of
Loeb, Rhoades & Co., members of their families and trusts for their beucfit owned benefBcially

205,390 shares of Walter's common stock.

4. On the day before the Effective Date of the Merger, the convertible subordinated debt of
Panacon due in varying semi-annual instalinents through 1952, owned by Celotex, will be con-
tributed to the capital of Panacon and will be cancelled. The notes evidencing this debt are con-
vertible into Panacon Common Stock on the basis of one share for each S10 of outstanding prin-
cipal debt. (See “Solicitation of Proxies” and Item 12 of “Certain Transactions™ for information

" as to purchase of this debt by Celotex from Clen Alden and an offer to purchase such debt from

the other holders thereof.)

5. On the Effective Date of the Merger, outstanding Warrants of Panacon for the purchase
of 81,736 (as of April 30, 1972) shares of Panacon Common Stock will be converted into $.50
for each share purchasable under such Warrants. In the opinion of Locb, Rhoades & Co. (See
Item 3 above) such price is a reasonable one for Celotex to pay and is fair and equitable to the
Panacon warrant holders. (See Item 2 of “Federal Income Tax Consequences Relating to the
Proposed Merger” and “Treatment of Panacon Warrants™.)

6. On the Effcctive Date of the Merger, as provided for in the Agreement, qualified holders
of outstanding and unexercised Panacon employee stock options will have Walter qualified stock
options substituted for such options. The number of shares and the uption price per share to be
inciuded in such new Walter options will be determined so as to insure that the excess of the
aggregadte fair market value of the Walter shares subject to the new options at the Effective Date
of the Merger over the aggregate option price of such Walter shares will be approximately the
same as, but will not raise, the excess of the agaregate fair market value of the Panacon shares
under the present options (computed using the $6.00 per share price to be paid to holders of .
Panacon Common Stock pursuant to such Merger) over the present aggregate option price, and no
such option will offer any additional benefits to the option holders. At March 31. 1972, officers and
directors of Panacon as a group (none associated with Walter or Celotex) held options for the
purchase of 186,000 shares of Panacon Common Stock at an average option price of $2.57 per
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share. (See Item 3 of “Federal Income Tax Consequences Relating to the Proposed Merger™ and
“Treatment of Panacon Stock Options™.)

7. See “Investigation by Federal Trade Commission™ as to requests for information by the
Federal Trade Commission relating to the acquisition by Celotex of its present stock interest

in Panacon,

Financial Arrangements Relating to the Proposed Merger

Celotex will obtain the funds required to make the payments to the Panacon stockholders and
warrant holdcrs, contemplated by the Agreement, aggregating approximately $10,750,000, together with
such other funds as may be needed to effectuate the Merger, by advances from its parcnt, Walter,
which will obtain such funds through borrowings, in short-term loan arrangements, from commercial

banks.

Federal Income Tax Consequences Relating to the Propo'sed Merger
Panacon has been advised by its counsel that for federal income tax purposes:

1. Each Panacon stockholder (other than Celotex) including any such stockholder who may
exercise his dissenter’s rights (See “Dissenters’ Rights of Appraisal®), will recognize gain or loss,
measured by the difference between his tax basis in his shares of Panacon Common Stock sur.
rendered and the amount of cash which he receives. Such gain or loss will constitute a capital gain
or loss if the surrendered Panacon Common Stock is a capital asset in his hands. If a long-term
capital gain is realized by a Panacon stockholder, it will be considered a tax preference item under
the Tax Reform Act of 1969 and could result in additional federal income tax under Section 36
and Section 37 of the Intemal Revenue Code of 1934, as amended.

2 Each holder of a Panacon Warrant will recognize gain or loss, measured by the difference
between his tax basis in his Warrants of Panacon surrendered and the amount of cash which he
receives. Such gain or loss will constitute a capital gain or loss if the surrendered Panacon War-

- rant is a capital asset in his hands. If a long-term capital gain is realized by a Panacon warrant
holder, it will be considered a tax preference item under the Tax Reform Act of 1969 and could
result in additional federal income tax under Scction 56 and Scction 57 of the Internal Revenue
Code of 1954, as amended.

3. Holders of Panacon stock options who receive substitute Walter stock options will have
no taxable income as a result of such substitution, since it is planned that the number of shares
of Walter common stock, the new option price and the other terms and conditions of such new
Walter options will be determined in accordance with Section 425(a) of the Internal Revenue
Code of 1954, as amended, and the applicable regulations thereunder. Neither Panacon, Celotex
nor Walter will receive any federal income tax benefit upon such substitution of options. However.
any holder of Panacon Conunon Stock who acquired such stock upon cxercise of a Panacon stock
option within the three year period preceding the Effective Date of Merger (i) will be treated
as having received ordinary taxable income to the extent that the fair market value of the shares
when they were acquired (as defined in the federal income tax regulations) exceeded the option
price; provided however, that the amount treated as ordinary taxable income, generally, may not
exceed the differcnce between the option price and the amount -reccived on disposition on
the Effective Date of the Merger, (ii) the optionec’s basis in such shares will cqual the option
price plus the ordinary taxable income realized, and the difference between this basis and the
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amount received for such shares on the Effcctive Date of the Merger will be treated as a long-
term or short-term capital gain or loss, and (iii) Panacon will be allowed a fedural income tax
deduction of the amount, if any, treated as ordinary taxable income to the aptionec. Any future
holder of Walter common stock received upon exercise of the substitute Walter stock options who
disposes of such stock within the three year period following exercise of such option, would be
subject to the same general tax treatment as described in the preceding sentence. except that Wal.
ter or Celotex rather than Panacon would receive any tax deduction allowable under clause (iii)
thereof. If a long-term capital gain is realized on the disposition on the Effective Date of the
Merger of Panacon Common Stock or on the disposition of Walter common stock received by the
bolder upon exercise of a substitute Walter stock option, it will be considered a tax preference
item under the Tax Reform Act of 1969 and could result in additional federal income tax under
Section 58 and Section 57 of the Internal Revenue Code of 1934, as amended. In addition, upon
the exercise of any Panacon or substitute Walter stock option, the excess of the fair market value
at date of exercise over the option price would also be a tax preference item and could result in

additional federal income tax.

’

Investigation by Federal Trade Commission

On May 19, May 25 and June 2, 1972, in response to a letter of April 21, 1972 from the Federal
Trade Commission ("FIC”), Walter submitted certain information relating to the acquisition of Pana-
con stock by Celotex. By a letter to Walter dated May 5, 1972, the FTC has requested Walter to fur-
nish certain additional information relating to Walter and its domestic subsidiaries and Panacon and
its domestic subsidiaries in connection with such acquisition of Panacon stock by Celotex; the first por-
tion of such information was submitted on May 31, 1972. Neither Panacon, Celotex nor Walter can
predict what action, if any, the FTC will take as a result of such investigation.

TERMS OF THE AGREEMENT
Set forth below is a summary of certain provisions of the Agreement. The summary does not pur-
port to be complete and is qualified in its entirety by rcference to the text of the Agreement, which is
attached hereto as Appendix 1. .

- Upon the Merger becoming effective, the holders of the outstanding shares of Panacon Comman
Stock (other than Celotex) will have the right upon surrender of certificates representing such shares
(as hercinafter described) to receive, without interest, $6.00 from Celotex, for each share of Panacon
Common Stock held on the Effective Date of the Merger (as hereinafter defined), but will possess no

other intercst in, or rights as stockholders of, Celotex (sce “Dissenters’ Rights of Appraisal™). Shares
of Panacon Common Stock held by Celotex or held as treasury shares by Panacon (if any), will be

cancelled.
Termination Rights )
The, Agreement provides that it may be terminated at any time prior to cffectiveness of the
Merger: ’
1 By mutual agreement of the Boards of Directors of Panacon and Celotex;

2 By the Board of Directors of Celotex in the event of the discovery of a material breach
of a representation or warranty made by Panacon in such Agreement; or

3. By the Board of Directors of Panacon in the event of the discovery of a material breach
of a representation or warranty made by Celotex in such Agreement.

8
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The Agreement shall terminate, unless extended, in the event the Merger is not consummated on
o before Scptember 30, 1972, See “Certain Significant Aspects of the Proposcd Merger™ for informa-
tion as to Walter's and Celotex” control of Panacon's Board of Directors.

Treatment of Panacon Warrants

Upon the Effective Date of the Merger, the holders of each outstanding Common Stock Purchase
Warrant of Panacon shall have the right to receive, without intercst, $.50 from Celotex for each
share of Panacon Common Stock purchasable under such Warrant. At April 30, 1972, Warrants
were outstanding for the purchase of 81,738 shares of Panacon Common Stock at a price of $6.50 per
share prior to July 1, 1572 and $7.50 per share after July 1, 1972 but on or prior to July 1, 1973 (on
which date such Warrants would expire). .

Treatment of Panacon Stock Options

Upon the Effective Date of the Merger, Panacon’s 1967 Qualified Stock Option Plan shall be
terminated, and each outstanding and unexercised option to purchase Panacon Common Stock thereto-
fore granted pursuant to Panacon’s 1967 Qualified Stock Option Plan then held by a Qualified Em-
ployee shall have substituted therefore an option to purchase shares of Walter common stock, 1623
cents par value per share, pursuant to Walter's 1968 Employees Qualified Stock Option Plan. The
number of shares of the said Walter common stock covered by such an option, the purchase price for
the shares of Walter common stock, and the other terms and conditions of the said option shall be
determined in accordance with Section 425(a) of the Internal Revenue Code of 1954, as amended,
and the applicable regulations thereunder. :

At May 15, 1972 Panacon stock options were outstanding as follows:

Total Shares Exercisable Option Price

Date Granted Shares at May 18,1572 Per Share
June 5, 1967 .......... . ... 21,000 21,000 $2.10
December 21, 1967 .......... 18,000 18,000 3.25
May 13,1968 ............... .1,000 1,000 ' 4.00
December 2, 1968 ........... 2,000 2,000 4875
February 24,1969 ........... 7,500 7,500 575
July 25,1869 ............... 3,500 3,500 3.875
May 15,1970 ............... 184,000 138,000 250
August 12,1971 ............. 5,000 1,250 3.25

Total .......... 242,000 192,250

The Panacon options granted June 5, 1967 expire on June 5, 1972 if not previously exercised.

Exchange Agent

The First National Bank of Chicago, a transfer agent for the Common Stock of Panacon, will act
as Exchange Agent for the exchange of Panacon Common Stock for the cash to be delivered in con-
nection with the propased Merger. Such bank will also act as Exchange Agent for the exchange of
Panacon Warrants for the cash to be delivered in conncction with the proposed Merger.




atetittacbencteld

ah

¢ SRR

Efective Date and Certificate and Warrant Surrender

The Merger will become cffective at 9:00 A.M., New York City Time, on the day following the day
that the later of the fling of the Agrcement in the States of Michigan or Delaware shall have been
complcted (the “Effective Date of the Merger™). It is presently anticipated that the Effective Date
of the Merger will be June 30, 1972 or as soon thereafter as practicable.

As promptly as practicable thereafter the stockholders and warrant holders of Panacon will be no-
tified of the Effective Date of the Mcrger and will be advised as to the procedure for the surrender of
their certificates and Warrants in exchange for the payment to which they are entitled. All holders of
Panacon Common Stock (other than Celotex) and Warrants will be required to surtender their Pana-
con stock certificates and Warrants in order to reccive the payments to which they are entitled as a re-
sult of the Merger. No interest will be paid or accrued on the amounts payable upon surrender of the
Panacon stock certificates or Warrants.

On the Effective Date of the Merger, the total amount such stockholders and warrant holders will
be entitled to receive as a result of the Merger will be deposited with The First National Bank of Chi.
cago for the account of such bank as Exchange Agent and for the benefit of Panacon stockholders and
warrant holders. After the expiration of 90 days from the Effective Date of the Merger, the Exchange
Agent will pay to Celotex that part of the amount deposited in respect of shares of Panacon Common
Stock for which the holders have demanded payment directly from Panacon or Celotex under Michi-
gan law (see “Dissenters’ Rights of Appraisal”).

Amendments

The Agreement may be amended or modified by a written instrument signed by the proper officers
of the respective parties, if authorized by the respective boards of directors of the parties, provided
that the price of $6.00 per share to be paid to each Panacon stockholder (other than Celotex) and of
$.50 for each share included within Panacon Warrants may not be reduced.

Expenses of Merger

Celotex will bear the expenses of the Merger. If the Merger does not become effective, Panacon
will bear only its own internal expenses and Celotex will bear all other expenses in connection with
the proposed transaction including the fees and expenses of counsel, advisers and accountants and ali

printing expenses.
Dissenters’ Rights of Appraisal

Subject to and by compliance with Section 54 and Paragraph 1 of Section 44 of the Michigan
General Corporation Act, any stockholder of Panacon who dissents from the proposed merger might
receive a different amount of payment for his shares. The complete texts of Section 54 and Paragraph 1
of Section 44 are attached hereto as Appendices 11-A and 1I-B and reference is made to such Appen.
dices for the complete statcment of such provisions, the following statements being qualified in their

entirety by such reference.

A stockholder intending to enforce his rights to receive a different payment for his shares must
be a stockholder at the time the Merger is authorized by the stockholders, must vote against the pro-
posed Merger (record date for special stockholders meeting is June §, 1972) and inust, within 20 days
after such special mecting, object thereto ins writing, surrender to Panacon or Celotex his certificate or
certificates for his shares and demand from Panacon or Celotex payment of the fair cash value of such
shares as of the day preceding the day of the Special Mecting, All such objectious, demands for ap-

10
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isal rights and othcr correspondence, together with such dissenter’s stock certificates, should be -
mailed to cither Mr. L. A. Pechstcin, Jr., Sccretary, Panacon Corporation, 320 South Wayme Avenue,
Cincinnati, Ohio 45215, or Mr. R. Thompson, Vice President, The Cclotex Corporation, 1500 North
Dale Mabry Highway, Tampa, Florida 33607, The 20 day period commences on the date of the Pana-
con Special Stockholders Mueting, set for June 28, 1972 and correspondence must be post marked no
later than 20 days thereafter to effect appraisal rights. No consideration is given to any appreciation
or depreciation in the value of the shares as a result of the Merger.

If within 30 days after receipt by Panacon or Celotex of such demand from a stockholder the par-
ties cannot agree upon such fair cash value of the shares, such stockholders of Panacon or Celotex may
secure an appraisal by three (3) disinterested persons, who shall be appointed by any circuit judge
in Wayne County, Michigan, upon petition by either the dissenting stockholder, Panacon or Celotex.
Once the appraisers have been appointed by the court, all other demands for payment which have
not been resolved by agreement, shall be determined by such appraisers. The determination of such
fair cash value of the shares by such appraisers, after submission thereof to the circuit court of Wayne
County and upon entry of an order confirming said report, shall be final and conclusive and from such
order there shall be no appeal. If such fair cash value shall be determined by agreement between the
stockholder and Panacon or Celotex, such agreed fair cash value shall be final and conclusive. If such
agreed or awarded fair cash value is not paid within 60 days after the agreement or after the entry
of the order, it may be collected as other debts are by law collectible.

Once a demand is made upon Panacon or Celotex for payment under Section 54, such demand
may not be withdrawn without the consent of the Board of Directors of such company. Any stock-
holder who demands payment for his shares may not vote his shares or receive any dividends or dis-
tributions thereon or exercise any rights with respect thereto unless the proposed Merger is abandoned
or the demand for payment is withdrawn with the consent of the Board of Directors of such company.

The relief provided by Section 54 is the exclusive right of dissenting stockholders. In the opinion
of counsel for Panacon the receipt of payment by a dissenting stockholder will result in recognizable
gain or loss for federal income tax purposes in the same manner as described in Item 1 of "F ederal

Income Tax Consequcnecs Relating to the Proposed Merger”.
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CAPITALIZATION OF PANACON
The indebtedness and shareholders” equity of Panacon and its subsidiary companies at Aprl 30,

1972 was as follows:
Amount
Title of Class Outstanding
Long-term debt (including current maturities):
Notes payable:
Note payable to bank-~due semi-annually through 1974
(interest at 1% above primerate) .............. ... .. .....ll. $ 3,900,000
6%% mortgage note pavable to insurance company—— .
due monthly through 1984 . ........... ... ... ... ... ciiiiinnes 5,177,900
612% inventory note payable to insurance company—
) duequarterly by 1974(a) . ........ ... i 1,393,200
8%%% notes due in varying annual instalments through 1974(b) ... 8,000,000
' Note payable to bank—due annually through 1975
% (interest at 1% above prime rate) ............................ 1,080,000
] 4% mortgage note payable to bank—due monthly through 1986 .. ... . 1,043,701
51%% note—due annually through 1974 .. ........................ 360,000
6% mortgage note payable to insurance company—
due monthly through 1982 .................c.ociiiiiiiiininn... 331,915
1 5%% mortgage note payable to insurance company—due in
: varying monthly instalments through 1983 ...................... 274,855
Due to holders of 5% to 63 % industrial revenue bonds
in varying annual instalments from 1973t0 1979 ................. 857,422
4 -Sundry indebtedness—due 1972 t0 1977 ..... ... ... ... ...l 86,947
* Total .o 22,515,910
; Subordinated debt—non-interest bearing; due in varying semi-annual
| instalments through 1982(C) ... . vvvneeeenesermeeenaannns , 5671257
b (- - $28,187,197
) Authorized

Sbarebolders’ Equity:

Common Stock, $1.00 parvalue(d) ............. ... ...l 25,000,000 § 8,265,156
Class A Common Stock, $1.00 par value{e) ......................... 7,356,000 7,356,000
Paid-incapital ........... ..ot i 13,301,034
Retained GRTMENZS ..ot 27,450,791

B X7 $56,372,981

(a) This note is guarantced as to one-half of principal and accrued interest by Clen Alden.

(b) These notes were issued as a dividend to Clen Alden. In January 1971, Glen Alden sold these
notes and, under certain circumstances, may be obligated to repurchase such notes at any time
prior to maturity thercof. Panacon has been informed that onc half - ($4,000,000) of such notes

| 12
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have recently been rcpurchased by Glen Alden. Sce Item 5 of “Certain Transactions™ elsewhere
herein. )

(c) Represents agreements with certain trade and other creditors. Unpaid balances may be converted
into Common Stock of Panacon at the rate of one share of Common Stock for cach $10 of unpaid
principal. At April 30, 1972, Cclotex held $1.968.679 of these notes which it purchased from
Glen Alden for §1,350,000 in cash on April 17, 1972. (See also Item 12 of “Certain Transactions”.)

(d) Includes 8,529,739 shares of Panacon Common Stock owned by Celotex, which stock was pur-
chased by Celotex from Clen Alden, along with all of the Class A Common Stock (see Note (e)

below) for an aggregate of $62.000,000 in cash on April 17, 1972. Shares of Panacon Common
Stock reserved for issuance at April 30, 1972 are as follows:

Upon conversion of:
Class A Common Stock (sce notee) . . 7,356,000

-

Subordinated notes (see notec) ....... 567,126
Upon exercise of: ’
Stock options granted ................ 242,000
Stock options available for grant ... ... 186,500
Warrants ........ e 81,738
Total ............. e 8,433,362

(e) All 7,356,000 issued and outstanding shares of Class A Common Stock were owned by Celotex on
April 30, 1972 (also see Note (d) above) and were converted, share for share, into Common Stock

of Panacon on May 30, 1972,
(f) The aggregate of long-term debt maturing during the fve years ending April 30, 1977 is as follows:

" Years Eading April 30, Amount
L 7 S $4,872.909
1074 .. . it ) 5,418,643
1975 ... o eeeeeraaeaeeaen 7.911,991
- 7 2 N 1,664,357
1977 .. ..., R 1,708,705

(8) Reference is made to Note 9 of the Notes to Financial Statements for information with respect to
Panacon’s lease commitments as of December 31, 1971.

(h) Although Panacon maintains active accounts with a number of banks with which it has or hopes
in the future to have credit facilities, there is no specific requirement in any of Panacon’s short or
long-term debt obligations that it maintain compensating balances with any of such banks.

DESCRIPTION OF PANACON CAPITAL STOCK

Panicon has authorized capital stock of (i) 25,000,000 shares of Common Stock, $1.00 par value,
of which 8,265,156 shares were issued and outstanding on Aprl 30, 1972, and (ii) 7,356,000 shares of
Class A Common Stock, $1.00 par value, all of which were issued and outstanding on said date.

Subject to restrictions on dividends contained in certain loan agreements of Panacon, the holders
of Common Stock and Class A Common Stock are entitled to receive dividends in equal amounts per
share when, as and if declared by the Board of Dircctors out of funds legally available therefor. Under
the loan agreements, dividends are restricted to the lesser of (i) eamnings after January 1, 1970, in

13
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excess of $10,000,000, or (ii) one-half of aggregate eamnings after January 1, 1970. Upon liquidation,
the holders of Class A Common Stock are entitlcd to a first preference to the extent of $3.00 per share
and thereafter the holders of Common Stock are entitled to a second preference to the extent of $3.00

share and thereafter the holders of Common Stock and Class A Common Stock are entitled to share
ratably in the net assets available for distribution. Each holder of outstanding Common Stock is en-
titled to one vote for each share of Common Stock held. Except as otherwise specifically required by
Michigan law, each holder of outstanding Class A Common Stock is entitled to one one-thousandth
{1/1000) of a vote per share. However, under Michigan law, each such holder is entitled to one vote
for each share held in the event of mergers, liquidations and certain other actions. Therefore, for pur-
poses of voting on the proposal contained in the Notice of Special Meeting of Stockholders accompany-
ing this Proxy Statement, each share of Class A Common Stock would be entitled to one vote per
share. Also, under Michigan law, the holders of Common Stock and Class A Common Stock would
vote separately by class, and two-thirds (25) affirmative vote of the total number of shares of each class
of Panacon’s outstanding capital stock would be required for adoption of such proposal. However, on
May 30, 1972, all outstanding sharcs of Class A Common Stock were converted into Common Stock.
All stockholders are entitled to vote cumulatively for the election of directors.

The holders of outstanding shares of Common Stock and Class A Common Stock do not have any
preemptive, redemption or conversion rights nor is there any sinking fund in respect to such shares, ex-
cept that the Class A Common Stock is convertible into Common Stock on a share-for-share basis at the
option of the holder thereof. All shares of Common Stock presently outstanding arc fully paid and
non-assessable, with no personal liability attached thereto except for statutory liability with respect to
unpaid wages and other similar claims. ‘

PRICE RANGE OF PANACON COMMON STOCK

The shares of Panacon Common Stock are and have been listed on the Detroit Stock Exchange and
were listed on the Midwest Stock Exchange on June 17, 1971. The following table scts forth the range
of reported high and low closing prices of Panacon's ( Briggs prior to April 9, 1970 and Panacon there-
after) Common Stock on the Detroit Stock Exchange through June 17, 1971, and on the Midwest Stock

Exchange through June 2, 1972:

Hé  Low

L 7 P 4% 1%

1988 ... i 6% 3%

L - 9 3%

1970 1st Quarter..................ceiiunnnnn 4% 3%

Snd Quarter...............oiiiiiiiiaa, 4% 1%

3rd Quarter. .........cooiiiininiiiin... 2% 2%

4th Quarter...................coiinann, 2% 2%

1971 1st Quarter. ................oiiiinan, 4 2%

@nd Quarter..................oiiiinaan 4% 3%

3rd Quarter..................oiiil... 4%, Y

4th Quarter......................c..ent 3% 3%
1972 I1st Quarter............................ 4% 3
2nd Quarter (through June 2,1972) ...... 5% 4

On May 30, 1972 (the day before the public announcement of the $6.00 price per share of Pana.”
con Common Stock containcd in the Agreement described elscwhere herein) the closing sales price of
Panacon’s Common Stock on the Midwest Stock Exchange was $5.125.

4
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DIVIDENDS

Panacon (formerly Briggs) declared no dividends on its stock for more than the past five (5)
years. Carey and its predeccssor. prior to merger with Panacon, paid dividends of $403.000 in 1967:
$1,500,000 in 196S; and $10.000,000 in 1989. The 1969 dividend was an 8%%% note payable in vanving
annual amounts through 1974. Both the 1968 and 1869 dividends were paid to Glen Alden.

Agreements covering certain of the indebtcdness of Panacon contain covenants restricting the
amount of dividends payable (see “Description of Panacon Capital Stock™). Under the most restric-
tive of such covenants, approximately $4.436,000 of retained earnings were available for payment of

dividends at December 31, 1971,
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SUsuARY OF CONSOLIDATED OPERATIUNS
OF PANACON CORPORATION AND SUBSIDIARY COMPANIES

The following Summary of Consolidated Operations of Panacon Corporation and subsidiary
companies has been prepared to give effect to the merger of Philip Carey Corporation into Briggs
Manufacturing Company in April 1970 as more fully explained in Note A and Note 1 to Financial
Statements. Such summary has been examined by Haskins & Sells as stated in their opinion
which as to amounts included for Briggs Manufacturing Company and subsidiary companies
for the three years ended December 31, 1969 is based upon the opinion of Price Waterhouse & Co.

.The opinions of such independent certified public accountants appear elsewhere herein. This

summary should be read in conjunction with the financial statements and notes thereto appearing
elsewhere herein,

-

(In Thousands of Dollars)
1967 1968 1969 1970 1971
Net sales (Note A)............... e $126.338 $144,147 $158,578 $157.152 $180.925
Cost of productssold.................. $108,731 $117.171 8128,161 §131.033 $145.787
Interest expense (NoteB).............. & 1926 § 1750 S 1989 § 3,024 § 2267
Provision for income taxes (Note C)..... $ 1031 $ 4225 § 5.180 § 2,188 S 5,581
Income (loss) before extraordinary items.. § (1,661) § 2,651 $ 4,184 § 3,002 § 6,138
Extraordinary items (Note D). ......... (411) 384 406 793 4.453
Net income (loss) (Note A)............. $ (2072) § 3.035 $ 4,590 $ 3.865 $ 10,591
Earnings per share (Note E):
Primary:
"Income (loss) before extraordinary
tems. . .. ittt $(.11) $.17 $.27 $.20 $.39
Extraordinary items............... (.03) .03 .03 .05 28
Net income (loss)................ - 3(14) $.20 $.30 $.25 $.67
Fully diluted:
Income (loss) before extraordinary
b172 T he $.17 $.26 $.19 $.38
Extraordinary items............... . .02 03 .05 27
Net income (1089).......ccc0vvuen.. * $.19 $.29 $.24 $.65
*Antidilutive

See notss to Summary of Consolidated Operations.
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NOTES TO SUMMARY OF CONSOLIDATED OPERATIONS

A. Reconciliation of Net Sales and Net Income (Loss):

In April 1970, Philip Carey Corporation ("'Carey"), an Ohio corporation, was merged
into Briggs Manufacturing Company ("Briggs") and Briggs as the surviving corporation,
changed its name to Panacon Corporation (“Panacon'). The Summary of Consolidated
Operations has been restated to reflect this merger as a pooling of interests. The reconciliation
of net sales and net income (loss) as previously reported to those shown in the summary is as
follows: )

(In Thousands of Dollars)
1967 1968 - 1969
Net sales: .
Briggs, as previoualy reported. .............hvuen... $ 41,291 $ 47,515 §$ 52,386
Adjustment to reflect the pooling of Cargy ............ 85,047 96.632 106,192
Netsales, asadjusted. . ...........ciivvnvennnn. $126,338 $144.147 8158.578
Net income (loss): ' ’
Briggs, as previously reported . .. ................. .. $(3352) $ (1,635) $ 781
Adjustment to redect the pooling of Carey............ 1,280 4,670 3,809
Net income (loss), as adjusted.................. 8 (2.072) $ 3,035 $ 4,590

B. Interest Expense:
Interest expense includes amortization of financing charges: 1967—$118,000; 1968~

$156,500; 1969~—$§135,000; 1970—$125,000; 1971—$117,000.

C. Provision for Income Taxes:

(In Thousands of Dollars)
Current Deferred
United United
‘Total States . Canadian Other States Canadian
1967 $1,031 $ (925) $1,252 $1 $281 $422
1968 4,225 2,033 2,059 45 317 (229)
1959 5,180 2,299 2,142 57 443 239
1970 2,188 (11) 1,090 40 689 380
piiyp] 5,581 4,387 1,453 204 (767) 304

The United States current provision has been reduced by investment tax credits
ntilized as follows: 1967—$65,000; 1968—$500,000; 1969—$75,000 and 1971 —8§66,000. The
invstmen‘t tax credit was repealed during 1969 and was restored during 1971,

17
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C. Provision for Income Taxes (Continued):

Prior to June 1967, The Philip Carey Manufacturing Company, predecessor of Carey,
filed separate income tax returns; after that dats Carey joined with its parent company,
Glen Alden Corporation (“Glen Alden"), in filing consolidated United States and certain state
income tax retumns. The year ended December 31, 1967 includes & resultant earnings benefit of
approximately $230,000 ($.02 per share primary). Upon consummation of the merger of Carey
into Briggs in April 1970, Panacon and its subsidiaries did not qualify for inclusion in Glen
Alden’s consolidated income tax returns,

The United States current provision includes $406,000 in 1969, $793,000 in 1970,
and $4,453,000 in 1971 representing a charge equivalent to the tax benefits arising from utiliza-
tion of the operating loss carryforwards of prior years; the benefit has been shown as an
extraordinary item in the summary. Panacon has federal income tax loss carryforwards
approximating $3,550,000 as of December 31, 1971, of which approximately §1,968,000 expires
in 1972, and $1,582,000 in 1973. The federal income tax returns for the years in which these
and other loases arose are subject to examination by the Internal Revenue Service.

. Extraordinary Items:

(In Thousands of Dollars)
1967 1968 1969 1970 1971

Loss on the abandonment of certain plant

assets, less applicable income tax effect of $334.. $(362)
Loss on disposals of subsidiaries,

plant and equipment.........cccciiinnnnnnn. (49)
Exceas of insurance proceeds received over pet

book value of assets destroyed by fire, leas

applicable income tax effect of $142........... $384
Tax benefit from utilization of federal income
tax operating loss carryforwards.............. $406 8793 84,453
Total......covvveevnrnnnnnsn, $(411) 8384 8406 8793 £4.453

. Earnings per Share:

Shares used in computing ea.mings ‘per share are as follows:

1967 1968 1969 1970 1971
Primary 15,327,243 15,327,243 15,352,189 15,596,197 15,665,303
Fully diluted 15,573,852 15,575,947 15,963,715 16,185,249 16,236,579

Primary earnings per share are based on the weighted average number of common
shares outstanding during the respective years and give effect to the assumed conversion of
the Class A common stock outstanding into common stock, and the exercise of dilutive stock
options with proceeds therefrom applied to the purchase of comron treasury stock.

+  Fully diluted earnings per share give effect to the assumed conversion of dilutive
subordinated debt into common stock.

A change in the actuarial assumptions used in computing pension cost in 1969
increased net income by approximately $288,000 and primary and fully diluted earnings by
$.02 per share. .

18
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F. Dividends:

Panacon (formerly Briggs) declared no dividends during the five years ended Decem-
ber 31, 1971. Carey and its predecessor prior to the pooling transaction with Briggs, paid
dividends of $403,000 in 1967; $1,500,000 in 1968; and $10,000,000 in 1969. The 1969 dividend
was an 8}% % note payable in varying annual amounts through 1974; both the 1968 and 1969
dividends were paid to Glen Alden.

Agreements covering certain of the indebtedness of the Company and Glen
Alden contain covenants on indebtedness, capital asset transactions, mergers, working
capital, dividends and net worth. Under the most restrictive of such covenants, approximately
$4,456,000 of retained earnings were available for payment of dividends at December 31, 1971.

For the three month periods ended March 31, 1972 and 1971, net sales of Panacon Corporation
and subsidiary companies were $41,739,000 and $36,740.000, income (loss) before extraordinary item
was $1,842,000 and ($38,000) and net income (loss) was $2,909.000 and ($38,000), all respectively.
The extraordinary item is the tax benefit from utilization of federal income tax operating loss carry-
forwards.

For such periods earnings per share were us follows:

Three Months Ended
March 31,
1072 1971
Primary:
Income before extraordinary item ................... $12 -0
Extraordinary dtem ..............iiiiiiiiiiiiiiiin 07 =0
Netincome ........cciiiiiiiieiiiinniiiinenianas $19 §$-0—
’ E—— ===
Fully diluted:
Income before extraordinary item ................... $11 &0
Extraordinary dtem ...l L e
Net income .............. P eeceeietetei e, $18 $0—

All of such amounts are unaudited, but, in the opinion of the management of Panacon Corpora-
tion, all adjustments consisting only of normal recurring adjustments, necessary for a fair statement of
the results of such periods have been made. The results for the three months ended March 31, 1972
are not necessarily indicative of results of operations for a full fiscal year.

In the opinion of the management of Panacon Corporation, the increases in net sales, income before
extraordinary item and net income in calendar 1971 as compared to calendar 1970 and in the three
months ended March 31, 1972 as compared to the threc months ended March 31, 1971 are attributable
to the general improvement in economic conditions in the construction industry.
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BUSINESS OF PANACON

Panacon is engaged primarily (i) in the manufacture and sale of a wide varicty of products for use
in the building construction industry and (ii) in the mining and milling of usbestos fibres, substantially
all of which are used in the manufacture of products for the building construction industry by Panacon
and by others.

Panacon is the surviving corporation of a’ merger whereby Philip Carey Corporation (*New
Carey™) merged into Briggs Manufacturing Company (“Briggs”) with the survivor’s name being
changed to Panacon. The following description is principally a description of the business of Panacon
as prescntly constituted. For a discussion of prior changes in the business of Panacon, Briggs, and
New Carey, see “Certain Transactions,” elsewhere herein.

The following table shows the percentage contributions of each significant line of business of
Panacon to its net sales and operating income for the years 1967 through 1971. restated for the years
1867-1969. to reflect the merger between New Carey and Briggs on a pooling of interests basis:

Net Sales(1) Operating Income(2)
Lipe of Business 1967 1868 1869 1970 1971 1867 1968 1869 1970 1971
Manufacture of
Building Construc- :
tionProducts . ... 80% 83% 84% 87% 91% (151%) S57%% 63% 60% T8%
Mining and Sale of

Abestos Fibres .. 6% 6% 6% 6% 6% B1% 43% 35% 49% 25%

1. Excludes intercompany sales.

2. Operating income represents income before intcrest expense, income taxes and extraordinary items.
In the case of manufactured products which incorporate asbestos fibres produced by Panacon, the
entire income has been attributed to manufactured products.

The income from the manufacture of building construction products. the market for which is very
competitive, is affected by various economic factors, including higher interest rates, which reduce the
demand for such products by the building construction industry.

" The following table shows the percentage contributions to Panacon’s net sales for the years 1957
through 1971 of each product group which contributed 1052 or more to net sales in either 1970 or 1971:

1867 1968 1089 1970 1971
Asphalt Roofing Products .©.................. 28% 31% 32% 3% 38%
Water Heaters ................cocovinennnn 3% 10% 11% 13% 12%
Panacon’s activities are conducted by the following divisions and subsidiaries:
Division or Subsidiary Principal Business
Philip Carey-Company ...............cccuunnnnn. Building and industrial products
Philip Carey Corporation . .......................... Asbestos paper
Briggs Manufacturing Company ... ............ .. Porcelain-on-stcel and vitreous
china plumnbing fixtures
Republic Heater Company .......... ............... Water heaters
Miami-Carey Company . ...... ceieieie o ....:.. Cabinets, hoods, etc.
Miami-Carey Ltd. ............... .... ........ ... Cabinets, hoods, cte.
Carey-Canadian Mines, Ltd. ... .... .......... Asbestos fibres (mining and milling)
Carey-Canadian Asbestos . . . .. ........  ..... Asbestos fibres (sales)
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Manufsctured Products .

Philip Carey Company manufactures and sells a variety of building and industrial products, in.
cluding asphalt roofing products, such as asphalt shingles, roll roofing and asphalt plastic cement.
other asphalt based products, such as asphalt plunk and tile and asphalt compounds for electronic
equipment, and a number of asbestos bascd products, such as asbestos cement flat and corrugated
sheets, gasket stock, and millboard. The product line includes over 400 different products. The divi-
sion also markets certain products manufactured by others, such as asphalt, glass fibre insulation. tar
pitch, vapor barriers, mineral fibre siding and vinyl siding. Philip Carey Corporation manufactures
asbestos paper which is sold through the sales organization of Philip Carey Company.

The principal raw materials used in the manufacture of the products of Philip Carey Company
are asphalt, asbestos fibre, cement, waste wood, roofing granules, stone dust. tale, tar and waste paper.
During the last four years the division has purchased between 40% and 5550 of its fibre requirements
from its Carey-Canadian operations. The division purchases the balance of its fibre requirements
(some of which are of different grades and types) from a number of other mines. Substantial quanti-
ties of fibre are purchased from one unaffiliated mine pursuant to a requirements contract which ex-
pires in June, 1975, subject to renewal by the division for an additional 10-year period. All of the raw
materials required by this division are in adequate supply. Except for certain roofing granules which

. in the quantity and quality needed by the division are available only from two sources, all such raw
materials are available from a number of sources. Currently approximately 39%% of the division's asphalt
requirements for its manufactured products are obtained pursuant to a contract expiring on December
31, 1972, with a major oil company.

Philip Carey Company has its own sales organization which operates through ten sales offices
throughout the United States.

. Briggs Manufacturing Company manufactures porcelain-on-steel plumbing fixtures, such as bath-
tubs, lavatories ( bathroom sinks) and kitchen sinks, and vitreous china plumbing fixtures, such as
water-closets (toilets) and lavatories for residential, mobile home and institutional use. In addition, the
division conducts contract stamping for the plumbing industry and painting operations for the auto-
motive industry.

" The plumbing fixtures manufactured by this division are marketed by its sales office under the prod-.
uct names “Briggs™ and “Case” as well as under private labels for others. In the past, products sold
under the “Briggs™ name were designed for the low to medium price market while the “Case” line was
designed for the higher quality, higher price market. Currently, both the “Briggs™ and “Case™ product
lines are designed to offer fixtures in a full price range.

The principal raw materials and components used in the manufacture of these products are steel,
clays, brass fittings, cartons and frit and oxides. All of these raw materials are in adequate supply and
are available from a number of sources.

Republic Fleater Company manufactures a complete line of gas and electric water heaters for the
residential, commercial and mobile home markets. Republic Heater Company's residential water
heaters arc marketed under the trade names “Republic”, “Briggs”, “Heatmaster”™, and various private
Labels for others. A line of commercial water heaters is marketed under the trade name “Atlas”. Man-
agement estimates that more than 505% of the water heaters sold are for the replacement market and
the balance are uscd in connection with now building construction and for the mobile home industry.
T.his division is divided into three subdivisions with plant sites in Dallus, Texas; Los Angcles, Culifor-
8iy; and Portland, Oregon. Each of these subdivisions has its own general manager, and sales, produc-
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tion and fnancial staff. In December, 1971, Republic Heater Company closed operations at its Erie,
Pennsylvania plant.

The principal raw materials and components used in the manufacture of this division's products
are steel, thermostats and other controls, dip tubes, cartons and insulation material. In the manufac-
ture of water heaters, this division has recently found it economical to use a significant amount of for-
eign steel All of such materials are currently in adequate supply and are available from a number of
sources.

The principal fabricated products of Miami-Carcy Company are bathroom cabincts. kitchen range
hoods, bathroom and kitchen ventilating fans, apartment mailboxes, framed wall mirrors, door chimes,
and bathroom lighting fixtures. Certain component parts. such as a portion of the lighting fixtures for
bathroom cabinet units, electric motors used in ventilating fans, and glass for mirors, are purchased.

In addition to its manufactured products, the division sells, under the “Miami-Carey” trademark,
bathroom accessories (such as towel bars, soap and glass holders, and electric bathroom heaters) and
a line of commercial washroom equipment, all of which it purchases from others.

The principal raw materials and components used by Miami-Carey Company are steel, plate and
Boat glass, and electric motors and switches, all of which are available in adequate supply from 2 num.

ber of sources.

This division has its own sales organization which operates through eight sales offices throughout
the United States. Primary channels of distribution are building material distributors, cash and carry
chains, electrical wholesalers, plumbing supply houses and glass distributors.

Miami-Carey Ltd., a wholly-owned subsidiary of Panacon located in Toronto, Ontario, is presently
engaged in substantially the same type of operations as Miami-Carey Company, and also manufac-
tures prefabricated electric fireplaces, access doors, synthetic marble vanity tops and other products for
residential bathrooms and kitchens.

In addition to its manufactured products, Miami-Carey Ltd. sells. through territory sales represent-
atives, bathroom accessories, electric bathroom heaters, commercial washroom equipment and wood-
burning fireplaces and accessories which it purchases from others. and door chimes, bells and buzzers
produced by a Miami-Carey Company plant in the United States.

Panacon advertises products manufactured by its divisions primarily in trade and consumer maga-
zines designed to reach general contractors, architects, builders, building material distributors and
dealers and other persons related to the building industry. \Warehouse and storage facilities are main-
tained at each plant. In addition, Panacon maintains leased warchouses in nine other locations. Trans-
portation of Panacon’s products is primarily by truck (utilizing common and contract carriers and com-
pany owncd or leased vehicles). In addition, significant quantities of goods are transported by rail.

Panacon has no material long-term sales contracts or agreements with distributors or jobbers. Be-
cause most orders are filled currently, Panacon’s order backlog is not significant.

Panacon’s bonded roof reserve in the amount of $4,126.000 at December 31, 1971 represents
the estimated liability to repair built-up roofs sold by Panacon, for which customers have pur-
chased a roofing bond. Bond premiums are credited and costs of repairing such roofs are charged
to the reserve which is adjusted annually, through income, to the estimated future liability for
repairs based on square footage of roofs under bond and a five year average repair cost. Based on
experience to date management believes such reserve is adequate. ’
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Mining
Since 1915 Carey-Canadian Mines, Ltd., or its predecessor, has been engaged in asbestos
mining operations in the East Broughton. Quebec arca.

The present mining area has been divided by management for convenience into five zones,
designated as Zones B, C, D, E and T. Carey-Canadian owns the land arca of Zones C, D and E.
It ks open pit mining rights in the land area of Zonc B granted by the land owners and mining
rights in the land area of Zone T granted by the government of the Province of Quebec.

Zones B and C have been extensively tested by diamond drilling for the purpose of deter-
mining the character of the materials and the tonnage of underlving asbestos-bearing rock avail-
able for open pit mining. Open pit mining has been conducted in Zone B during the past seven
years and in Zone C during the past twelve years.

Based on the drilling and mining completed through December 31. 1971, management estimates
that there are reserves of approximately 3,400.000 tons in Zonc B and 26,300,000 tons in Zone C.
of asbestos ore, It further estimates that the ore to be mined contains approximately 14.5% of as-
bestos fibre. Based on the current rate of mining (approximately 1,500.000 tons per vear) and such
estimated yiclds, this amounts to approximately 19%: years of reserves.

Drilling performed in other portions of these two zones and in the other three zones indicates
the existence of approximately 68,700,000 additional tons of asbestos-bearing material. Test drill-
ing to date tentatively indicates that approximately 25,700.000 tons of this additional material is of
substantially the same quality as the fibre currently being mined. The balance appcars to be of a
lower quality; but exploration work and additional studies to date are insufficient to enable Carey-
Canadian to predict to what extent any of this material can be mined commerciallv.

The Carey-Canadian mines are known as short ibre mincs, and the fibres produced are pre-
dominantly in the lower priced “Asbestos Shorts” grades which are used in the manufacture of floor
tile, plastics, joint-cement, and similar products. Significant production is also obtained of fibres falling
in the “Asbestos Fibres™ grades which are used principally in the manufacture of asbestos papers and
asbestos cement products. The grade and type of fibre produced can be varied to a limited extent by
modifications in the ore processing operations at the highly automated mill at East Broughton which
Carcy-Canadian owns and operates.

The following table sets forth certain information with respect to the mining and milling
opcerations of Carey-Canadian’s mines. Intercompany sales have not been excluded.

. Direct
i P
Thousands of Tons Opé;x::smg Revenue n:m?x"iﬁfe
Percentage Per Ton Per Ton Attributable To
Rock Fibre of Fibre of Ruck of Rock -
Year Milled Recovered Recovered Milled® Milled Fibre Shorts
1967 ......... L. 1,081 1T 16.8% $4.25 $8.85 309 70%
1968 « ... ... ..., 1,288 200 155 3.86 8.44 35 65
1069 ... ... ... 1351 200 148 3.92 8.45 37 63
1990 ... 1,406 185 139 3.93 743 3s 62
17} 1,505 206 13.7 404 6.56 30 70

® Dircet operating costs exclude depreciation, depletion and selling and administrative expenses.
The costs per ton of rock milled for such excluded cost items for the vears ended December 31,
1967, 1968, 1969, 1970 and 1871, were $.96, $.81, $.52, $.5S and $.88 respectively.
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There have been no matcrial changes in mining conditions or in the depnsit being mined at
these mincs over the past scveral years and none are anticipated, other than normal variations which
may result from the relocation, if any, of mining opcrations and the type and quantity of fibre
produced. .

The Percentage of Fibre Recovered and the percentage of such Fibre which is classified as
“Asbestos Shorts™ as compared with “Asbestos Fibres™ varics from onc site of extracton to
another. The downward trends in Pereentage of Fibre Rccovered and amount attributable to
Asbestos Shorts reversed during 1971, Part of the downward trend to rccovery of Asbestos Shorts
during the period prior to 1971 resulted from a lesser recovery of Asbestos Shorts rather than a
higher recovery of Asbestos Fibres. This was caused by the need for more cleanliness in the
products with the result that more fine material must be disposed of. Costs may increase in the
future due to increased ratio of waste removed to asbestos-bearing rock obtained as the depth of
the pits incrcases. Hauling and water pumping costs also incrcase for the same reason.

All fibre sales of Carey-Canadian, except to customers in Canada, are made through Carey-
Canadian Asbestos. In 1971 Philip Carcy Company’ and Philip Carcy Corporation accounted for
approximately 13%% of total fibres shipped by Carcy-Canadian in terms of sales value and approxi-
mately 8% in terms of tonnage. During the year ended December 31, 1971, approximately 4552 of
fibre sales by Carey-Canadian and Panacon (excluding intcrcompany sales) were to customers in
the United States; 6% were to customers in Canada and the remaining sales were to customers in
foreign countries. Of these sales, 729z were made to seven customers and to ninetecn distributors
who re-sell to a number of customers.

Other Activities

Prior to January 1, 1972, Panacon operated a chain of rctail outlets engaged in the sale of
tires, batteries, and auto accessories through its \Western Tire Auto Stores division. The chain,
located in nine states, consisted, as of December 31, 1971, of onc leased retail store and twenty-two
leased departments in discount stores. During 1970 and 1971 respectively, Western Tire closed
eleven unprofitable retail stores and eleven leased departments and the division was sold effective
January 1, 1972. See Item 9 of “Certain Transactions”, elscwhere herein.

Panacon provides management assistance to Clark Supply Company, a wholesaler of supplies for
the mobile home industry. Panacon holds an option to purchase all of the common stock of Clark
Supply Company for $500. In June, 197, Panacon discontinued a similar arrangement with Pinnix
Corporation, a retailer of mobile homes, and released a similar option.

Employees

Panacon has approximately 5,500 full-time employces in the United States and Canada. Substan-
tially all of its approximately 4,000 production and maintenance hourly-rated employees are represented
by labor unions. Panacon has sixteen principal labor agreements. Nine expire in 1972, one in 1973, four
in 1974 and two in 1975. There were several short-term work stoppases in 1968 and 1969 at plants of
Briggs. There were no material work stoppages in 1970. In October. 1971 there was a strike at the Erie
plant of Republic Heater Company which continued until the plant was closed in December, During
most of April, 1972 there was a strike at the Abingdon plant of Brizgs. In the judement of Panacon's
management, ncither strike had nor will have a significant ¢ffect on carnings for 1971 and 1972. There
have been no other material work stoppages in 1971 and 1972, Panacon considers its relationship with
its employees and the unions representing them to be satisfactory.

Panacon has in effect pension plans for most of its salaried and hourly.rated employees, and has
other employce benefit plans providing life insurance, sickuess and accident benefits, and hospital and
surgical benefits.
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Competition

There is strong competition with respect to all of the products sold by Panacon. It competes with
a large numiber of both smaller and lurzer companics. Management believes. on the basis of informa-
tion available to it, that Carcy-Canadian Mines, Ltd. is one of the free world's leading producers of
asbestos fibres and ranks fifth in sales volume among asbestos mincs in Canada. Briggs Manufactur-
ing Company is belicved by management to be one of the lcading producers of porcelain-on-steel
bathtubs in the United States. which bathtubs rcpresent approximately 4090 of the total United States
bathtub market, the balance consisting almost entirely of porcelain-on-cast iron bathtubs which gen-
erally sell at higher prices than porcelain-on-stcel bathtubs. The business of Panacon is significantly
dependent upon conditions in the building construction industry, an industry subject to cyclical and

seasonal effects. -
PROPERTIES OF PANACON

Philip Carey Company owns seven plants of widely varying age and of different types of con-
struction. These plants have capacity for substantially increased production. except with respect to
dry felt, production facilities for which are currently being used close to their capacity. Dry felt is
an essential ingredient in most of the division's asphalt roofing products and certain of its other prod-
ucts. Each plant has adequate rail and trucking facilities. including a fleet of leased trucks. for trans-
portation of both raw materials and finished products. The plant locations and their principal opera-

tions are as follows:

Principal
Location Operations Buildings
Lockland, Ohio _ Manufacture of the division’s 1,090,660 sq. ft.
(Cincinnati) complete line of building and
industrial products. .
Perth Amboy, New Jersey Manufacture of dry felt, 219,130 sq. ft.

saturated felts, asphalt
shingles and roll roofings, and
asphalt sealants and coatings.
Wilmington, Mlinois Manufacture of dry felt, 278,630 sq. ft.
saturated felts, asphalt
shingles and roll roofings, and
asphalt sealants and coatings.
Memphis, Tennessee . Manufacture of dry felt, 133,400 sq. ft.
: saturated felts, asphalt )
shingles and roll roofings, and
asphalt sealants and coatings.
Houston, Texas Manufacture of dry felt, 88,700 sq ft.
saturated fclts, asphalt
shingles and roll roofings, and
asphalt sealants and coatings.
Linden, New Jersey Manufacture of asbestos papers. 80,472 sq. ft.
Mismisburg, Ohio Manufacture of dry felt. 70,000 sq. ft. -

. A plant for the manufacture of urcthane insulation was recently constructed at Elizabethtown,
Kentucky and is currently commencing operations. The plant, comprising 40,000 square fect, was
Enanced in part by Industrial Revenue Bonds.
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Briggs Manufacturing Company has three plants. The locations and principal operations of each
are as follows: )
Principal
Location Operations Buildings
Sterling Heights, Michigan .......... Manufacture of procelain-on-steel plumb- 371,000 sq. ft.
ing fixtures.and contract stamping and
painting operations.

Abingdon, Illinois  ............... Manufacture of vitreous china plumbing 339,688 sq. ft.
fixtures.

Robinson, Illinois ................... Manufacture of vitreous china plumbing 411,678 sq. ft.
fxtures, .

The Sterling Heights and Abingdon plants are owned. The Robinson plant is leased under a lease
expiring in 1954. Sce Item 10 of “Certain Transactions” clsewhere herein. The Sterling Heights plant
has capacity available for substantially increased productxon while the Abingdon and Robinson plants

are operating at or near capacity.
Republic Heater Company has four plants. The locations and principal operations of each are as
follows:

Principal
Location Operations . Buildings
Dallas, Texas ...................... Manufacture of gas and electric water 138,000 sq. ft.
heaters. ) ;
Los Angeles, California . ............. Manufacture of gas water heaters. 110,000 sq. ft.
Portland, Oregon . ... ............. Manufacture of electric water heaters. 86,000 sq. ft.
Erie, Pennsylvania ... .............. Currently inactive. . 83,870 sq. ft.

The Dallas and Erie plants are owned and the Los Angcles and Portland plants are leased under
agreements expiring on November 30, 1978, and October 31, 1978, respectively. All of Republic
Heater's plants and equipment are in adequate condition. However, the Erie plant and equipment are
old and in need of repairs and are currently not being utilized. The Portland plant is being used at
capacity. There is some limited additional capacity available at the Dallas and Los Angeles plants on

s second shift basis.

Miami-Carey Company has four plants. The locations and principal operations of each are as

follows:
* Principal

Location Operations Buildings
Monroe, Ohio . . .................. Manufacture of bathroom cabinets, mir- 318,400 sq. ft.

rors, range hoods, kitchen and bathroom
fans and fuorescent light fixtures.

Swainsboro, Georgia . ............... Manufacture of door bells, buzzers. door 35,000 sq. ft.
. chimes, transformers and push buttons.
Santa Fe Springs, California ......... Manufacture of bathroom cabincts, range 87,300 sq. ft.
(Los Angeles) hoods, apartment mail boxes and as-
sembly of decorative wall mirrors.
Cincionati, Ohio ... .............. Manufacture of urcthane mirror frames. 11,200 sqj. £t.

The Monroe and Swainsboro plants are owned. The lease on the Sunta Fe Springs plant cxpires
in 1996 and the lease on the Cincinuati plant expires in 1974, These plants have capacity for substan-

tially increased production.
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Miami-Carey Ltd. owns a plant in Toronto, Canada, aggregating approximately 88,000 square feet,
which includes its general office, a warehouse and production facilities.

Carey-Canadian Mines, Ltd. owns and operates a highly automated mill at East Broughton, Que-
bec at which it processcs the ore from its mining operations. The mill complex, built in 1958 and sig-
nificantly expanded since that date, contains a 343.000 square foot plant, including machine shop. re-
search laboratory, warehousing and other facilities. Ore processing at the mill currently averages over
$,000 tons per day, close to the mill’s existing capacity. It is served by the Quebec Central Railroad
Company and by paved highways, suitable for the shipment of asbestos fibres by truck.

See “Business of Panacon—Mining,” elsewhere herein, for a description of Carey-Canadian Mines,
Ltd.’s mining properties. .

PENDING LEGAL PROCEEDINGS

Panacon is involved in the following material pending legal proceedings:

On October 6, 1966, Briggs and virtually every other domestic vitreous china plumbing fxture
manufacturer were indicted for alleged violations of Section 1 of the Sherman Antitrust Act, Without
admitting the validity of these charges, Briggs pleaded nolo contendere to the charges and paid fines
aggregating $20,000; consented to the entry of a judgment in a related civil suit brought by the De-
- partment of Justice enjoining it from violating the Act in the future; and agreed with the United States
GCovernment to pay $5,000 civil damages to it. Beginning in December, 1966, a great number of pri-
vate civil actions have been commenced by certain plaintiffs against the corporate defendants (in-
cluding Briggs) named in the above indictments in various federal district courts. some of which are
alleged to be class actions. Pursuant to an order of the Judicial Panel on Multidistrict Litigation, these
cases have been consolidated for pre-trial proceedings in the Eastern District of Pennsylvania. All of
the plaintiffs in the private civil actions claim treble damages for unspecified amounts based upon
the alleged violations charged in the above-mentioned indictments. All of the defendants, except
Briggs, have settled with most of the plaintiffs.

In January, 1972, Brand Insulations, Inc. filed suit against Panacon for compensatory damages of
approximately $492,000 (including interest of approximately $122.000) and for punitive damages of
$500,000 in connection with the sale by Panacon of certain contract operations on or about October 3,
1970 to Brand Insulations, Inc.

CERTAIN TRANSACTIONS

1. On April 9, 1970, pursuant to approval voted by stockholders on said date, New Carey was
merged into Briggs, which continued as the surviving corporation under the name “Panacon Corpo-
ration.” The terms and conditions of the proposed merger were not the result of arm’s-length bargain-
ing. Both parties at the time of the merger werc under common control of Glen Alden, and its parent,
Rapid-American Corporation (“Rapid”). Clen Alden, at the time of the merger, owned all of the
capital stock of New Carey and all of the directors of New Carey, except Mr. S. A. Spencer, were
directors or officers of Clen Alden. At the time of the merger, Glen Alden owned approximately 48%%
of the Briggs Common Stock and two of the five directors of Brigzs were directors and officers of
Clen Alden. In addition, Messrs. S. A. Spencer, then President and a dircctor of Briggs, and P. A.
Johnston were directors of both Briggs and New Carey. As a result of the merger and the excrcise of
an option to acquire shares held by Bankers Life and Casualty Company (“Bankers Life™), Glen Alden
became the owner of 6,528,739 shares of the Commun Stock of Panacon and 7,356,000 shares of the
Class A Common Stock of Panacon. These shares represented approximately 789 of the voting power
of the outstanding securities of Panacon.
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2. A predecessor to New Carey, The Philip Carcy Manufacturing Company (“Old Carey™),
which continued a business founded in 1873, was merged into Clen Alden on June 1. 1967, which
simultancously therewith transferred the assets and business of Old Carcy to New Carey which it
had formed for such a purpose. From and after Scptember, 1967, there were substantial management
changes at all levels of management of New Carey. Briggs faced severe financial difficulties in 1966,
Clen Alden and Bankers Life assumed working control over Briggs in July, 1966, pursuant to a voting
trust agreement (no longer in effect) made in connection with a financing arrangement, and there
were significant management changes in Briggs at that time. From the period July, 1966, to the merger
of New Carey and Briggs in April, 1970, the Brizgs management discontinucd substantial plant oper-
ations and terminated the brass fittings, air conditioning, sign manufacturing, and aircraft cngine re-
pair businesses in which Brigzs and certain of its subsidiarics had previously been engaged. Pursuant
to the merger agrecement between New Carey and Briggs cffective April 9, 1970, the chicf exccutive
and administrative officers of New Carey assumed comparable positions with Panacon and a new man-
agement team was installed in the Briggs Manufacturing Division.

3. New Carey was included in the consolidated tax returns of Glen Alden to the date of the
merger of New Carey into Briggs. Panacon has not been included in Clen Alden's consolidated tax
returns from the date of the merger. From June, 1967, to the date of merger, New Carey reimbursed
Glen Alden an aggregate of $56,698 as its allocable share of certain audit and legal fees incurred by

Glen Alden. .

4. Prior to April. 1970, New Carey from time to time madc interest-bearing loans to Glen Alden
or its subsidiaries. The largest principal amount of such loans outstanding at any onc time within the
last three years was §2,200,000. All of such loans have been discharged, except for an St4So $750,000
(Canadian dollars) loan to an affiliated company of Glen Alden due on or before December 27, 19874,

5. Prior to the merger of New Carey into Briggs, New Carey, in December, 1969, issucd its 812%
$10,000,000 Promissory Note, maturing June 30, 1974, to Glen Alden as a dividend. Said Note was
payable as follows: $1,000,000 on December 31, 1970; $1,000,000 on December 31, 1971: $1,000.000 on
December 31, 1972; $2,000,000 on December 31, 1973; and $5,000,000 on June 30, 1974. On January 26,
1971, Glen Alden subdivided the Note and sold the remaining Notes to two unaffiliated third parties.
The installments due in 1970 and 1971 have been paid by Panacon. Glen Alden may, under certain
circumstances, be obligated to repurchase such Notes at any time prior to maturity. Panacon has
been informed that one of such Notes ($4.000,000 at April 30, 1972) has recently been repurchased by
Clen Alden. To the date of sale, a total of $913,750 in interest was paid or accrued by Panacon on said
Note. As of December 31, 1971, total net indebtedness owed by Panacon to Glen Alden and subsidiary
companies amounted to $1,895451 and the aggregatc interest paid to Glen Alden and its subsidiaries
during the year then ended was $1,968,

6. As an incident to the merger, amendments were made in the terms of various long-term indebt-

“edness of Briggs including certain indebtedness held by or guarantced by Bankers Life and Glen

Alden, in order to reduce the aggregate payment obligations of Panacon after the merger and relax cer-
tain restrictions which would otherwise have been applicable to it by reason of the terms of said in-
debtedness. The indebtedness so modified consisted of the following (amounts shuwn are as of Novem-

ber 30, 1969):
(i) 6%% mortgage note payable to Bankers Lifc in the aggregate principal amount of

$8,569,000; '

(ii) 6%% inventory notc payable to Bankers Life and =uarantced as to onc-half of principal

and accrued interest by Glen Alden, in the principal amount of $3.573,000 including accrued in-

terest;
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(iif) subordinated debt payable to tradc creditors in the principal amount of $3,989.000 (see
{tem 12 below); and

(iv) subordinated debt payvable to Glen Alden in the principal amount of $2,042,000. ( These
potes with remaining principal balance of $1,968,579 were sold by Glen Alden to Celotex for
$1,350,000 in cash on April 17, 1972.)

The difference between the above amounts and comparable items shown in the Capitalization
phle clsewhere herein, represents principal payments made during the period November 30, 1969
deough April 30, 1572,

There are no minimum deposit requirements under any of the foregoing indcbtedness, no amend-
awnt was made in the intercst payable on items (i) and (ii) above. and, as a result of the amendments
wude, items (iii) and (iv) above do not bear any interest. Insofar as the changes to items (i), (ii) and
(w) above are concemed, the amendments made did not represent ann’s-length bargaining, Rapid has
oo borrowings from Bankers Life. Glen Alden has guaranteed mortgage notes previously sold by Glen
Alden or its subsidiaries to Bankers Life in the approximate amount of $2,400,000.

7. In order to induce the holders of the deferred indebtedness of $3,959.000 payable to trade
creditors of Briggs and $2,042,000 pavable to Glen Alden to agree to the amendments referred to above,
on December 29, 1969, Briggs issued to the holders of such indcbtedness 244,356 “bonus shares™ of
Briggs common stock which Briggs had previously been obligated to issue by 1972. Of these “bonus
shares,” 81,001 shares were received by Glen Alden. The remaining 163,325 shares of stock were re-
cvived by other trade creditors. Nonc of the other recipients of such shares was an affiliate or associate
of Briggs or Glen Alden. On December 29, 1969, the date of issuance of the “bonus shares,” the closing
price of Briggs common stock on the Detroit Stock Exchange was $3.75 per share. Thus, based solely
on that price, the total number of bonus shares issued had an aggregatc market quotation value of
$916,335, and the shares received by Glen Alden had an aggregate market quotation value of $303,566.

8. During the years ended December 31, 1970 and 1971 and the period January 1, throuzh May
16, 1972, Panacon paid Glen Alden. pursuant to a reimbursement agreement, $229.520, $192,732 and
$93,141, respectively, in reimbursement of compensation paid to certain of Glen Alden's employees as-
signed to Panacon. Included in such amounts are $150,000, $145,000 and $76.875 (including bonuses
of $25,000, $20,000 and $30,000), all respectively, for reimbursement for services of Mr. C. E. Tennes-
son, Jr. Of the amounts paid for Mr. Tennesson's scrvices, $125,000. $125.000 and $46,875, respectively,
were pursuant to an employment agreement with Glen Alden dated January 1, 1969, as amended
July 30, 1970 for his full time services from January 1, 1970 to Deccmber 31, 1973 as an exccutive
of Glen Alden and/or its subsidiaries. Mr. Tennesson resigned as President and director of Panacon
effective May 16, 1972. In connection with the purchase by Celotex of Glen Alden's stock interest in
Panacon, Celotex terminated such reimbursement arrangement to Glen Alden for Mr. Tenncsson's sal-
ary, effective May 16, 1972.

9. Untl December 31, 1971, Panacon’s Western Tire Auto Stores division operated stores in vari-
ous cities throughout the United States. Effective January 1, 1972, the Western Tire Auto Stores divi-
sion was sold to a corporation. the majority of the stock of which is owned by A. Rosenbaum. Vice
President-Finance and Administration and Treasurer of Panacon, for approximately $1.2 million. Pana-
con received $75.000 cash and 6%%% promissory notes of the acquiring corporation payable in various
instalments from June 30, 1974 through December 31, 1956 for the balance.

10. Panacon is obligated under an agreement dated October 28, 1964 to pay rentul of $10,000 per
month with respect to most of the plant facilities, machinery and equipment located at its Robinson,
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Ilinois, plant, which are leased from Panacon’s Hourly Paid Employces’ Retirement Plan and Salaried
Employees’ Pension Plan. In the opinion of Munugenient of Panacon. the rentals payable are compar-
able to rentals which would be payable for similar facilities, machinery and equipment leased from un-

affiliated persons.

11. Panacon and Celotex and United States Pipe and Foundry Company ("U. S. Pipe™), adother
wholly-owned subsidiary of Walter, in the normal course of conduct of their respective businesses oc-
casionally make sales to or purchases from each other. For the calendar ycar 1971 and the first three
months of 1972, Panacon purchased an aggregate of approximately $450.000 of materials from Celotex.
During the same period Panacon made sales of approximatcly $325,000 of its materials to Celotex and
U. 8. Pipe.

12. In addition to the subordinated debt of Panacon purchased by Celotex from Clen Alden for
$1,350,000 (See “Solicitation of Proxies™) Celotex has made an offer to the holders thercof to purchase
the remaining $3,702,379 in aggregate outstanding principal balance of similar subordinated debt from
trade creditors of Panacon for a total consideration of $2,538,608, representing approximately the same
68.567%0 of principal amount paid by Celotex to Glen Alden for its comparable debt of Panacon. Such
offer expires June 21, 1872. (See Item 7 above for additional information as to such debt). Celotex
has agreed with Panacon that in the event that the Merger is not consummated for any reason that
Panacon will not have to pay to Celotex on any such notes purchased from trade creditors ( other than

" Clen Alden) an amount in excess of the amount paid by Celotex for such notes. Celotex will obtain

the monies used to make such note purchases from Walter who will borrow such monies from a
group of commercial banks on short-term arrangements.

GENERAL

A majority of the outstanding Common Stock of Panacon, represcnted at the meeting in person
or by proxy, will be required for a quorum for the transaction of business. However, under the Statutes
of the State of Michigan, a two-thirds (%3) affirmative vote of the total number of shares of Panacon's
Common Stock is required for adoption of the Agrcement. The Board of Directors of Celotex has
indicated its intention to vote all of Celotex’ stock interest in Panacon FOR the proposal for which
proxies are being solicited. Such votes are in themselves sufficient to approve the Agreement.

EXPENSE OF SOLICITATION

Celotex will bear the expense of preparing and mailing the proxy material. Solicitation of proxies
will be by mail and Celotex (through Panacon) will reimburse brokerage houses, custodians, nominees
and fiduciaries for their expenses in mailing proxy material to principals.

BY ORDER OF THE BOARD OF DIRECTORS

: L. A. Pechstein, Jr.
Secretary

Dated: June 5, 1972
Cincinnati, Ohio .
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OPINIONS OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Panacon Corporatiom:

We have examined the consolidated balance sheet of Panacon Corporation and subsidiary com-
panies as of Dccember 31, 1971, the related statements of consolidated income. shareholders™ equity,
and changes in financial position for the three vcars then cnded, and the summary of consolidated
operations for the five years then ended (exclusive of amounts applicable to Briggs Manufacturing
Company and subsidiary companies [Briggs] included for the years prior to 1970). Our examination
was made in accordance with gencrally accepted auditing standards, and accordingly included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances. As to Briggs (whose sales constitute approximately one-third of consolidated sales in
each such year) we were furnished with the opinion of Price Waterhouse & Co. on their examination
of the consolidated financial statements of Briggs for the three vears ended December 31, 1969.

In our opinion, based on our examination and the opinion of Price Watcrhouse & Co. referred
to above, the above-mentioned consolidated financial statements present fairly the Snancial position of
Panacon Corporation and subsidiary companics at December 31, 1971 and the results of their opera-
tions and changes in their financial position for the three years then ended, and the sunmary of con-
solidated' operations summarizes fairly the results of their operations for the five years then ended. in
conformity with generally accepted accounting principles applied on a consistent basis.

Cincinnati, Ohio HASKINS & SELLS
February 10, 1972

To the Stockholders and
Board of Directors of
‘Briggs Manufacturing Company:

We have examined the consolidated fnancial statements of Briggs Manufacturing Company and
subsidiary companies for the three years ended December 31, 1969, prior to the effective date of the
merger of Philip Carey Corporation into Brigzs Manufacturing Company. Our examinations were
made in accordance with gencrally accepted auditing standards and accordingly included such tests
of the accounting records and such other auditing procedures as we considered necessary in the cir-
cumstances.

As more fully explained in Note 1 to the financial statements of Panacon Corporation and sub-
sidiary companies, on April 9, 1970 Philip Carey Corporation was merged into Briggs Manufacturing
Company. .

In our opinion, the consolidated statements of income and deficit and changes in financial posi-
tion (not prescnted separately herein) present fairly the results of operations and the changes in
Bnancial position of Briggs Manufacturing Company and subsidiary companies as then constituted for
the year ended December 31, 1969, and the summary of consolidated operations of Briggs Manufactur-
ing Company and subsidiary companics as then constituted (not presented hercin) presents fairly
the data shown therein for the three years ended December 31. 1969, all in conformity with generally
accepted accounting principles consistently applied.

211 W. Fort Street
Detroit, Michigan y PRICE WATERHOUSE & CO.

March 25, 1970 (except for the matter
described in the second preceding para-
graph for which the date is April 9, 1970)




. -«
PANACON CORPORATION
AND SUBSIDIARY COMPANIES
STATEMENT OF CONSOLIDATED INCOME
FOR THE THREE YEARS ENDED DECEMBER 31, 1971
1969 1970 1971
REVENUES:
Netsslesa (Note A)......oo0onvvnnnnnnss erseissecsnsnens $158,578,150 $157,152,392 $180,925,025
Other~net......... Geresnnsanssrssenen rssesecsnesrane ____1013938 491.886. 203.6286
Total. ......oovevvnnenncns eenssssanases 159,592,088 157,644,278 181.128.651
COSTS AND EXPENSES: '

Cost of producta sold. . ....oooovriniiiinaanrianns ceer. 128,161,792 131,032,535 145,786,753

Markeating, administrative and other expenses. ......... e 20,076,419 18,328,879 21,355,087

Interest and debt expense (Notes 4 and B):

Shortterm. . ... iiiiiiiiienressoratoaseisanns cevons 426,153 660,374 256,187
Long-term. .. ...t tiiiiiiiinianns L . 1,563,390 2,463,452 2,011,082
Federal, foreign, and luu income taxes (Notes & and C) .. 5.180,000 2,187,546 5,581.249
e -3 T A 155.407,754 154,572,786 174.990.358
INCOME BEFORE EXTRAORDINARY ITEM......... 4,184,334 3,071,492 6,138,293
TAX BENEFIT FROM UTILIZATION OF FEDERAL
INCOME TAX OPERATING LOSS
CARRY FORWARD . .......covviiervcncnnncnsannnsas 406.000 793.412 4.453.000
NET INCOME (Nots A)......... teereecsnssatiroes eeses § 4590334 S 3.864,904 $ 10.581.253
EARNINGS PER SHARE (Notes 13 and E):

Primary:

Income before extrgordinery item................c.0tn $.27 $.20 $.39
Extraordinary item. . . ............. resas vesseavante .03 .05 .28
Netincome. ......ovvvveccnccnnonncaes resnsenses veee $.30 $.25 8$.67

f ——— ~——

Fully diluted:

. Income before extraordinary item....... “rsssrnreenens $.26 $.19 $.38
Extraordinary item. . . ... cciiiniinnnacoranes creens .03 .08 27
Net incomes. ...... teeetscvsrsssancescrsannae sarenenn $.29 $.24 $.65

e ——
See notes to financial statements for numerical references and notas to Summary of Consolidated Operations
for alphabetical references.
) L ]
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PANACON CORPORATION
AND SUBSIDIARY COMPANIES
CONSOLIDATED BALANCE SHEET
DECEMBER 31, 1971
ASSETS
CURRENT ASSETS:
L a7 Y ) tesranssancanens teteseorsessnsranann eessesannnans $ 6,464,504
Trade ncexvublu. lm -llownncc of 31 333, 030 ......... etceericencsrnaanans et rseans . 25,225,135
Inventories (NOte 2). . ...coiivremvivnecnccennnonnan Ceresanaen crereravarereresranane 25,374,746
Other receivables and prepaid expenses. . ..............o0vvnes e eeseesaecneiarttianenanne 3,484,572
Total current &ssets. . ......cccovvevnnnennns PN 60,548,957
PROPERTY, PLANT AND EQUIPMENT (Not# 3).....c.iiiiiiinrrerrnsnarassonneenses 91,529,468
Less sccumulated depreciation and depletion. .................. i, Ceemeens 49.579.199
Property, plant and equipment—net. .. ..........c.cinttiiernnnnenanranans 41.950,269
OTHER ASSETS:
Intangibles (Ot ). ... ... ittt iiiaerrrnnnnaasnnaesiosenaneenosnnencnnoaes 453,974
Unamortized debt expense (Not@ €). . ........coiiiiiiirriinneieriineeseseeenonsnsesenns §53,480
Deferred charges and sundry, less allowance of $135,000 . ........ciiiiinernernrannnnnnnns 2,501,452
) b -0 7 D 3,508,306
Total............ vesasencan srssesssenan cesrssas deertaarenss $106,008.132
See notes to financial statemmenta.
¢
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PANACON CORPORATION
AND SUBSIDIARY COMPANIES

CONSOLIDATED BALANCE SHEET
DECEMBER 31, 1971

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Current maturities of long-term debt (Notas 28nd 5)......cooiiinnrierrsescsnsonacnn.. $ 4,961,709
Trade payables........ N Preemantesateciaaroanintaneanrnsroetanarteattatonns $,003,096
Accrued liabilities: .
Salaries, wages, commissions and bonunl ..................... teebeseesanssantns 2,561,702
Miscellaneous taxes withheld and acerued..... RN cesens cesceacnssesaaes P .. 1,314,034
Interest....... vessnee O 278,249
Other. ... .coiiveevennsorvonses sesensenceans R ceerrrrrresceersnos 2,059,691

’ 'I‘otdcummhqbﬂmu... ...... teeranaans eecetsssecctcerasascatanran 20,178,451
) LONG-TERM DEBT, LESS CURRENT MATURITIES (Notes 2 and 5):
Notea payable............. Tevaaooas e eeeteeseetetesetetatareetrerertnerareteanaernns 18,639,438
i Scbordinated debt. . ........ Seshesenesanrecsecnesenotarserarersanrcantttasasisotnsons 5,360,475
: b 1= 7 Y S fecetianen 939 91
RESERVES AND OTHER LIABILITIES:
Bondedroofs.......ooocvvinnennnnnn teeenn erteareeruan eersersrneees teereacene ceerans 4,125,941
Deferred income taxes (Nots 6)...... teeeseds teeresetenanrerantnensens Cererereneaas . 3,428,028
Pensions (Note 8)..oovverieenennnn ereecerssecrenssarnene teerean . Cveereraenes 1,922,011
Total.....covvvnnns seaccesaees teacans teaseessssecsanrecotentaarenanns 9,475,950
EHAREHOLDERS' EQUITY (sce statament):
Common stock (Notes 7,10 and 11). .. ... eviivvnnnnnnnn ttsssscevevsrsessnecnens crenene 8,281,269
Class A common stock (Note 7). .......c.oeuen eteeevens Gestseerranacas Ceervserecnas .o 7,356,000
Paid-in capital............ teerosanans ceesensias ceerecsseae veecessansan teeetasenersan 13,284,967
Retanadarmnp NoteB).....o.ovuunn ceettaaaans ereseeens reseeccene Geeseaeannnnnn 23,461,522
Sharsholders’ equity..... reerteriacsctrrenrons veseese 393,
COMMITMENTS AND CONTINGENT LIABILITIES (Note 12).
OtAl. . cevicinrtens coaritaoenseossncansoscsssssantssnnanes . $106.008.132
See notes to financisl statements.
. L]
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PANACON CORPORATION
AND SUBSIDIARY COMPANIES

STATEMENT OF SHAREHOLDERS' EQUITY
FOR THE THREE YEARS ENDED DECEMBER 31, 1971

Clamss A
Common Common Paid.In Ratained
Stock Stock Capital Earnings
BALANCE, DECEMBER 31, 1968........... $ 7,971,243 $ 7,356,000 $13,172,985 . $14,414,991
Net income. ....... tetecscersetosenaen PP 4,590,334
Shares issued to trade creditors. ......... e 244,356 267,644
Stock options exercised and
othersharesissued...............c00vonts 18,500 42,900
Dividend of merged company............... (10.000,000)
BALANCE, DECEMBER 3%, 1969......... . 8,234,099 7.356,000 13,483,539 9,005.325
Netincome. ........oocvvvvretvennsens veee 3,864,904
Merger expenses. . .....ccoovvieveeneacnnces (221,193)
SBndry ................... Geeansascsnsascns 2‘ * 139
BALANCE, DECEMBER 31,1970........... 8,234,123 7,356,000 13,262,485 12,870,229
Netincome. . ....oovvriiiiiiiinnanrannanes 10,591,293
Stock options and warrants exercised......... 17.146 22,482
BALANCE, DECEMBER 31, 1971. .......... $ 8251269 § 7.356.000  $13.84.967  $23.461.522

See notes to Snancial statements.
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PANACON CORPORATION
AND SUBSIDIARY COMPANIES

) STATEMENT OF CIIANGES IN CONSOLIDATED FINANCIAL POSITION
FOR THE THREE YEARS ENDED DECEMEBER 31, 1971

1969 1870 1971
SOURCE OF FUNDS:
Opezations: .
Income before extraordinary item.............. seressaass § 4,184,334 $ 3,071,492 $ 6,138,293
e Provision for depreciation and depletion.................. 3,273,907 3,360,352 . 3,418,514
Daferred income tax provision......ccceveveranncacns venese 681.522 1.068.345 (462.734)
Total from operations before extraordinary item...7..... 8,139,763 7,500,189 9,094,073
Extraordinary item-—tax benefit from utilization of
federal incoms tax operating loss carryforward. ......... .. 406,000 793.412 4.453.000
’ 8,545,763 8,293,601 13,547,073
Decrease in trade receivablas. . ... teveressanacacnn ceseaes 40,865
Decrease in inventories. ... ....cccvveisncatcnisssavesnas 1,686,704
Decresse in other receivables And prepaid expenses......... 1,425,998 14,016 858,053
Increass in notes payable to bank...coovvevvrrvinenaenes . 150,000 1,500,000
Increasein trade payables. .. ........ccoiivenvnnen. ceeee 1,808,255
Increase in sccrued lisbilities. . ................... tecenen 1,878,793
Incresse in louz-t.ern debt.......ciiveiennnnnnn tetaneans 11,541,538
Incresase in pensions, . .............. Ceerinaenienteseanes 703.616 1.218.395
23.471.554 12,238,806 17,502.314
APPLICATION OF FUNDS:
Increase in trade receivables................. vesecreanen 4,733,051 253,439
Increase in inventeries. ... ..........c0iviinnnn eeresunen 3,565,585 3,054,843
Additions to property, plant and equipment——pet.......... 4,738,909 2,658,001 3,511,828
Decrease in notes payable to bank. .... teatecatsentsanens 1,650,000
Decresseintrade payables. . ... ... ...ciiiiiiiininnennns 2,524,982 1,971,920
Decresse in accrued liabilities. ... ...........ciininaa.... 2,332,228 1,517,527
Decresse inlong-termdebt. ... . .iiiiiiiiiiiiiniinenn 3,903,255 4,864,633
Dividend paid. ...... temacecrssesvanes Ceesceraenneenns 10,000,000
Other—net.....ccovncenennencnns ceressencas terecaenan 559,651 853,560 81.994
25.929.424 11,457,325 15,388.657
INCREASE (DECREASE) IN CASH......ioivivvrrnnnnnes (2,457,870) 781,481 2,112,657
CASH:
Beginningof year.......ccooiniiinnnnnnn. tessesraranena 6,027,236 3.569.366 4.350.847
Endofyesr......ccovvn... s eeaaceseretesecacenncnnnn $ 3,569,366 $ 4.350.847 $ 6.464.504
f———————— —_————a= e

See notes to financial statements.
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PANACON CORPORATION
AND SUBSIDIARY COMPANIES

NOTES TO FINANCIAL STATEMENTS

1. PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of the Company and all of
its subsidiary companies. Intercompany balances and transactions have been eliminated.

On April 9, 1970, pursuant to a Plan and Agreement of Merger dated December 31,
1969, Philip Carey Corporation (Carey) was merged into Briggs Manufacturing Company
(Briggs) and Briggs as the surviving corporation changed its name to Panacon Corporation
(Company). Each share of the Briggs common stock, no par value, was converted into one
share of common stock, $1 par value, of the Company. All of the common stock of Carey
was converted into 4,644,000 shares of common stock, $1 par value, and 7,356,000 shares
of Class A common stock, $1 par value, of the Company. This merger has been accounted
for as a pooling of interests and the retroactive effect of this transaction has been reflected
in the consolidated financial statements,

Foreign currency amounts have been translated at appropriate exchange rates, and gains
or losses, which have not been material, resulting therefrom have been reflected in income.

Included in the accompanying consolidated balance sheet are the following net assets
located in Canada:

Current asset8. .. .ccovvevvnnnnrinecrecnsanncnnns v eerenanans $ 8,731,910
Property, plant and equipment-net. ........ccovvereeennonnas 8,420,893
Other a888t8. .. ciiiinnneraeiverrenrennsescncsssosanaanane 1,324,546
Total assets. .. ....coovvvvriencnoccaneas cerreaasens 18,477,449

Current liabilities. .. ...oviiivnreerrnereevnenccrenascaannns . 1,632,078
Sundry noncurrent itemS. . ... iiirinireerieeennncees A 2,843,508
Total Liabilities. . .........cocevieireene. ceeasaaaas 4,475,586

Net a8sets. .. ..oeiiirinnerennacennconnnocns $14,001.863

Net sales (including inter-company sales) of Canadian subsidiaries for 1969, 1970 and
1971 were $11,927,165, .$13,507,078 and $15,262,374, respectively. Net income of Canadian
subsidiaries for 1969, 1970 and 1971 was $2,747,407, $2,371,720 and $1,800,699, respectively.
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2. INVENTORIES

Inventories, priced at the lower of cost or market, used in the computation of cost of
goods sold were $20,441,022 at December 31, 1968, $24,006,607 at December 31, 1969,
$22,319,903 at December 31, 1970 and $25,374,746 at December 31, 1971, The latter amount
consisted of the following:

Standard
First-in, Costs
First-out Adjusted to
or Average  Approximate Retail
Cost Actual Cost Method Total
Finished goods. ............ $ 208,099  $11,059,577 § 1,514,059 - $12,871,735
Work in process. ........... 2,305,138 2,305,138
Raw materials. . ............ 3,901,532 6,296.341 10,197,873
Total.......ooonvunnnn. $ 4,199,631  $19,661.056 _§ 1,514,059  $25,374.746

At December 31, 1971, $7,962,584 of the inventory was pledged as collateral for a
$1,922,840 note to an insurance company.

8. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment at December 31, 1971, stated at cost, consisted of the
following:

Land and Improvements. .. ...ocuieeiiicicietnnencennnseasnnsnnss $ 4,993,013
Bulldings. . ..o ciiiiitiiitiieit ettt eneanteoasaansnccnnn 26,895,686
Machinery and equipment. ... .coiiiiiiiiireiriirteranccencocnonas 58,167,781
Construction in Progress. .. ... ...cvuviiieenncnerecccocsccnsannns 1,472,988

B X - 7 R $91,529,468

The Company and its subsidiaries provide for depreciation of property, plant and
equipment over the expected useful lives, on the straight-line basis. The estimated lives
used are generally as follows:

Leasehold improvements and buildings on leased land are amortized over the terms of
the leases. Depletion is charged to operations based on usage and estimated fibre deposit
reserves. Cost of mine development is amortized by charges to operations based on the
estimated useful life.
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3. PROPERTY, PLANT AND EQUIPMENT (Continued)

Maintenance and repairs are charged to costs of production or directly to expense as
incurred. Renewals and betterments which extend the lives of the assets are capitalized.

At the time of sale or disposition of assets, the cost and related accumulated depreciation
or amortization are eliminated from the accounts, and any gains or losses are reflected in
income. In certain plants without detail property records, proceeds realized on normal
retirements are credited to accumulated depreciation. On all extraordinary retirements of
large units of property, the gain or loss is credited or charged to income.

4. INTANGIBLES AND UNAMORTIZED DEBT EXPENSE

Intangibles at December 31, 1971 represent goodwill arising from the acquisition of
a subsidiary in 1969. It is the Company’s present intention not to amortize this amount.

The unamortized debt expense (financing costs) is being amortized over the period of
the related loans.

. LONG-TERM DEBT
The long-term debf, less current matuntxes. consisted of the following at December 31,

1971;
Notes payable:
Note payable to bank—due semi-annually through 1974
(interest at 15, above primerate).......coociiiiiiiirniennnnnnnnn. $ 2,600,000
6} % mortgage note payable to insurance company—
due monthly through 1984. ... .ccvveetrerennrrvasconcrscncnnnss 4,811,804
63 % inventory note payable to insurance company—
due quarterly by 1974 . ... ..iiiiiiiiniiennrocnccaccssasoasnns 822,840
8% % notes payable to Glen Alden—due in varying annua)
instalments through 1974—sold, with recourse,
in 1971, to unaffiliated parties. ......cccveeveccrscneccovannacnns 7,000,000
Note payable to bank—due annually through 1975
(interest at 1% above prime rate)........coceriiieiiiiiinenanns 1,080,000
4% mortgage note payable to bank—due monthly through 1986....... 1,007,610
5% % note—due annually through 1974. . ......cciiviiiieiieecenans 360,000
6% mortgage note payable to insurance company—
due monthly through 1982........cciciiiieiirreeccaneioscncnees 316,876
53 % mortgage note payable to insurance company—due in :
varying monthly instalments through 1983.......ccc00eeeieiniennns 268,838
Due to holders of 5% to 63 % industrial revenue bonds
_ in varying annual instalments from 1973 to 1979........... eeeans 196,033
3% to 6% sundry indebtedness consisting principally of
mortgages and notes—due 1972 t0 1977 ......ccieevrnnencnnn ve 175,437
Total. . .eriiiieieictanncenrssscosasannssncansscassnns $18,639,438
Sub«:.rdinated debt—due in varying semi.annual
instalments through 1982........ .ceceeees tesessacensesensaves 2 $ 5,360.475
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5. LONG-TERM DEBT (Continued)

Agreements covering certain of the indebtedness of the Company and Glen Alden
contain covenants on indebtedness, capital asset transactions, mergers, working capital,
dividends and net worth. Under the most restrictive of such covenants, approximately
$4,456,000 of retained earnings were available for the payment of dividends at December 31,
1971.

The subordinated debt represents agreements with certain trade and other creditors
which provide, among other things, for payments in varying semi-annual instalments with-
out interest. The debt may be converted, at the option of the respective trade creditors,
into common stock at the rate of one share of stock for each §10 of unpaid prineipal. At
December 31, 1971 approximately 35% of the subordinated debt was held by Glen Alden and
the aggregate long-term debt due Glen Alden was §1,895,451.

The Company has entered into a lease purchase agreement for use of a manufacturing
facility that is being partially financed by $1,100,000 of municipal industrial revenue bonds.
This transaction is being treated as a purchase for accounting and tax purposes and accordingly
the Company has recognized construction and acquisition costs to date as property, plant
and equipment and the outstanding bonds (less funds held by the bond trustee to cover
future construction expenditures) as long-term debt.

The aggregate amount of long-term debt maturing during each of the five years ending
December 31, 1976, is as follows: 1972, $4,961,709; 1973, $5,832,207; 1974, $8,152,271;
1975, $1,868,078; and 1976, $1,554,530.

INCOME TAXES
The tax provision comprises the following:

1968 1970 19711
Current: )
United States. .....coocviiiiiiiniiinenn.. $2,299,345 $ (10,822) $4,387,000
Canadian ........coiiiiiiiirirernennnaess 2,142,133 1,090,143 1,453,015
State. .o e e it it 57,000 39,880 203.968
Total. ....ooiiiii i, 4,498.478 1,119,201 6,043,983
Deferred:
United States. .................... eenenes 443,480 688,554 (766,922)
Canadian ........coiviviiirinrnninnennnns 238,042 379.791 304,188
Total....oovvvvnriiniiinnnnn,, 681,522 1,068,345 (462,734)
- Total.................. $5,180,000 $2,187,546 $5,581.249

The Company has unused federal income tax loss carryforwards approximating $3,550,000
as of December 31, 1971, of which approximately $1,968,000 expires in 1972 and $1.582,000
in 1973. The federal income tax returns for the years in which these and other losses arose
are subject to examination by the Internal Revenue Service.

The Internal Revenue Service, in connection with the examination of certain subsidiaries
acquired prior to 1966, has proposed assessments, the final settlement of which, in the opinion
of counsel, will not have a material adverse effect on the accompanying financial state-
ments.

Deferred income taxes represent tax effects of depreciation, bonded roof and pension
expense and other items reported for tax purposes in periods different than for book purposes.
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COMMON STOCK

There are 25,000,000 shares of $1 par value common stock authorized and 8,251,269
shares issued and outstanding at December 31, 1971.

There are 7,356,000 shares of $1 par value Class A common stock authorized, issued
and outstanding at December 31, 1971. The Class A common stock is entitled to one
one-thousandth (1/1000) of a vote per share, has a liquidation preference of $3 per share,
and after December 31, 1971 may be converted into common stock on a share for share basis
at the option of the holder thereof.

PENSION PLANS

The Company has various contributory and non-.contributory pension plans covering
eligible employees. The amount charged to income under the plans, including interest on
all unfunded prior service costs, was $602,000 in 1969, $630,000 in 1970 and $780,000 in 1971.
As of December 31, 1971, the actuarially computed value of vested benefits under certain
plans exceeded the total of the related pension funds and balance sheet accruals by approxi-
mately §759,000. Unfunded prior service costs-are being funded or accrued over thirty years.
Prior service costs not funded or accrued at December 31, 1971 were $2,351,000.

A change in the year ended December 31, 1969 in the actuarial assumptions used in
computing pension cost had the effect of increasing net income by approximately $288,000
and primary and fully diluted earnings by $.02 per share.

LEASES

At December 31, 1971, the Company and its subsidiaries were obligated, under leases
expiring after December 31, 1974, for the payment of minimum annual rentals aggregating
$1,250,000 plus, in certain instances, additional rentals based upon sales, real estate taxes,
insurance etc. The leases have varying expiration dates to 1596.

STOCK OPTIONS

The 1967 Qualified Stock Option Plan, as amended, authorizes the granting of 475,000
common shares at not less than fair market value at the time an option is granted. Options
under the Plan become exercisable ratably over a period of approximately three years
and expire five years after the date of the grant, but sooner in the event of death or the
termination of employment.

The excess of proceeds received from the exercise of stock options over par value of
common stock is credited to paid-in capital.
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10. STOCK OPTIONS (Continued)

A summary of the options which become exercisable and which were exercised during
the years ended December 31, 1969, 1970 and 1971 and the options outstanding at
December 31, 1971 is as follows:

QOption Price Market Price
Number Range Range
of Per Per
Shares Share Total Share Total

———

Options which became
exercisable during: .

(at date exercisable)

1969. . .c0iiiiennnnnnn. 56,500 $2.10to  $181.015  $5.50 to $321.218
$5.75 $6.75 -
b2 {1 O 82,500 $2.10to  $240376 $2.25to $247,859
$5.75 $4.50
197). ... 53,969 $2.50 to $156.016 $3.25 to $189.142
: . $5.75 $4.00
Options exercised during:
(at date exercised)
1969. . .cicvviiinnnaa., 15,500 $2.10to  § 48,650  $4.50 to $ 71,062
$3.25 $5.375
1970, ... iiieeeeaan None
197 . ...l 17,125 $2.10 to $ 39,512 $3.75 to $ 67.750
$3.25 . $4.00
Options outstanding as
of December 31, 1971
by year of grant: .
(at date of grant)
1967. .iveeivinnnnnnn. 55,000 $2.10and $140,800 $2.10 and $140,800
$3.25 $3.25
1968.....ciininnnnnnn. 5,500 $4.00 and 25,063  $4.00 and 25,063
$4.875 $4.875
1969...... eseseacsanes 14,000 $3.875 and 73,937 $3.875 and 73,937
) . $5.75 $5.75
1970, . . cvveeinnnnn., 185,875 $2.50 464,688 $2.50 464,688
1971. . e 5,000 $3.25 16,250 $3.25 16,250
Total....... .. 265,375 $720,738 $720,738
t———— f ~——————
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13.

WARRANTS

There were 81,748 warrants outstanding at December 31, 1971. Such warrants entitle
the holder to purchase one share of common stock from July 2, 1971 through July 1, 1972 at
$6.50 and from July 2, 1972 through July 1, 1973 at $7.50.

COMMITMENTS AND CONTINGENT LIABILITIES

The Company isa defendant in a number of lawsuits and claims, including antitrust actions,
It is the judgment of management, based on counsels’ opinions as to the merits of these
suits and claims, that they should not result in Liability which in the aggregate would have a
material adverse effect on the accompanying financial statements.

The Company is contingently liable on certain notes sold to banks and on certain

mortgages on property sold.

EARNINGS PER SHARE

Primary earnings per share are based on the weighted average number of common
shares outstanding during the respective years and give effect to the assumed conversion of
the Class A common stock outstanding into common stock and the exercise of dilutive stock
options with proceeds therefrom applied to the purchase of common treasury stock.

Fully diluted earnings per share give effect to the assumed conversion of dilutive sub-
ordinated debt into common stock.
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14. SUPPLEMENTARY PROFIT AND LOSS INFORMATION

Year Ended December 31

1969 1970 1971
Maintenance and repairs:
Charged to cost of producta sold...... . $5,570,779 $5,809,387 87,693,879
Charged to other accounts................ Ceeeeatararavecanona 149.226 161.302 204.516
Total....oovvrvivnnnnnns Geesesesasrtansasens e $5.720,005 $5.970.689 $7.898.395
Depreciation, depletion and amortization:
Charged to cost of productssold............... Cereesevesaaes $3,033,764 $3,181,263 £3,194.568
Charged to otheraccounta. ........covvmnennnes Ceressrensians 240,143 179,083 223.946
b - PN .. $3.273.807 $3.360.352 $3.418.514
Tazes, other than federal income tases: .
Payrolltaxes...........ccoiiiiviniiecnnnnnnne, teeeens veraeas $2,133,947 $2,360,561 $2,981,311
Property tazes. ..........coiiniiiinens beveeratetaranserranes 1,039,821 1,058,328 1,207,989
Other taxes........... Ctieereneseserevnsesasterteranaanannny 379,392 243.736 415.266
bt - 7 $3.553.160 $3.662.625 $4.604.566
Charged tocost of productssold. . .........civeiieiiiiinnnnans $2,776,900 $3,061,417 $3,846,150
Charged tootheraccounts. ........o0vvvee eeteeesasitancsenans 776.260 601.208 758.416
Total..... besesesairennsconssens teecsrcesrmaneans $3.553.160 $3.662.625 $4.604.566
] ] e ——————§
Rents:
Chargedtocost of products sold. ... ... oot viienrnerannnnnnes $1,657,647 $2.08¢4,220 $1,641.018
- Charged to other 8CC0UNES. . ... .0oviireeernacrecooanteansanann 1.094.356 971.680 1.103.917
A -1 7 teacesssncesacenasses $2.752.003 $3.055.910 $2,744.933
NOTE: Royalty payments were not material in any of the years.
e
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APPENDIX I
AGREEMENT AND PLAN OF MERGER

Agreement and Plan of Merger (hereinafter called “Agreement of Merger™), dated as of May 31,
1972, pursuant to Section 252 of the General Corporation Law of the State of Delaware and Section
52 of the General Corporation Act of the State of Michigan, between The Celotex Corporation, a Dela-
ware corporation (hereinafter called “Celotex”™) and a majority of the directors thercof, and Panacon
Corporation, a Michigan corporation (hercinafter called “Panacon™), and a majority of the directors
thereof (Celotex and Panacon being hereinafter collectively called the “Constituent Corporations™),

WITNESSETH THAT:

WhaeReas, Celotex is a corporation organized and existing under the Laws of the State of Dela-
ware, having been incorporated on August 6, 1964; and

Whaeneas, Panacon is a corporation organized and existing under the Laws of the State of Mich-
igan, having been incorporated on November 29, 1909 under the name of Briggs Manufacturing
Company (which name was thereafter changed to Panacon by amendment filed April 9, 1970); and

WHEREAs, the authorized capital stock of Celotex consists of 100 shares of preferred stock, no par
value and 100 shares of common stock, no par value, all of which on the date hercof have been val-
idly issued and are outstanding, fully paid and non-assessable and owned by Jim Walter Corporation,
a Florida corporation (hereinafter called “Walter”); and

WHEREAS, the authorized capital shares of Panacon consists of 25,000.000 shares of Common
Stock, $1.00 par value (“Common Stock™), of which 15.632.15S shares were, as of May 31. 1972, issued
and outstanding and of 7,356,000 shares of Class A Common Stock, $1.00 par value (“Class A Common
Stock™), all of which have been issued and converted into Common Stock; and

WHEREAs, the Board of Directors of Celotex and Panacon have each adopted resolutions approv-
ing this Agreement of Merger; and

WHEREAS, the registered office of Celotex in the State of Delaware is located at 100 West Tenth
Street in the City of Wilmington, the County of New Castle, and the name of its registered agent at
such address is The Corporation Trust Company; and

WHEREAs, the registered office of Panacon in the State of Michigan is located at 615 Criswold
Street in the City of Detroit, the County of Wayne, and the name of its rcgtstered agent at such ad-
dress is The Corporation Company; and

WHEREAS, the parties hereto deem it desirable that Panacon be merged into Celotex under and
pursuant to the General Corporation Law of the State of Delaware and the Michigan General Corpora-
tion Act.

Now, Tuenerone, Celotex and Panacon, in consideration of the mutual covenants, agreements and
provisions hereinafter contained, do hereby prescribe the terms and conditions of such merger and
the mode of carrying the same into effcct as follows:
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Section 1—Merger. Subject to the approval and adoption of this Agreement of Merger and the
merger provided for herein by the vote or the written conscnt of the holders of the required per-
centages of the issued and outstanding shares of capital stock or sharcs of each of the corporations,
and subject to the conditions hercinafter sct forth, Panacon shall be and hereby is merged into Celo-
tex, which corporation shall continuc in existence as the surviving corporation; and thercupon the
separate existence of Panacon shall cease, except insofar as its existence shall be continued by opera-
tion of Section 12 hereof or by operation of Michigan law.

Secnion 2—Certificate of Incorporation. The certificate of incorporation of Celotex as in effect at
the Effective Date of the merger shall continue in full force and effect as the certificate of incorporation
of the corporation surviving this merger, until it shall have been amended as provided therein or by
law. .

Secrion 3—By-laws. The By-laws of Celotex as in effect at the Effective Date of the merger
shall continue in full force and effect as the By-laws of the corporation surviving the merger until they
- shall have been amended or repealed as provided therein or by law.

Section 4—Directors. The directors of Celotex in office at the Effective Date of the merger shall
continue as the directors of the surviving corporation. Such directors shall hold office until the next
annual meeting of stockholders of Celotex and until their respective successors are elected and quali-
fied unless sooner removed or otherwise replaced, in accordance with the certificate of incorporation
and the By-laws of Celotex.

SecrioN 5—Officers. The officers of Celotex in offce upon the Effective Date of the merger shall
continue as the officers of the surviving corporation.

Secrion 6—Celotex Representation and Warranties. Celotex represents and warrants:

(a) Organization and Standing. That it is a corporation duly organized, validly existing and
in good standing under the laws of Delaware, that it has the corporate power to carry on its busi-
ness as now being conducted, that it is duly qualified to do business and in good standing in each
jurisdiction in which the character of the properties owned by it or the nature of the business
conducted by it makes such qualification necessary.

(b) Authority Relative to the Agreement. That the execution, delivery and performance of
the Agreement by Celotex, including without limitation, the conveyances. transfers and deliv-
eries contemplated hereby, have been duly and effectively authorized and consented to by Celo-
tex’ Board of Directors.

Secrion 7—Panacon Representation and Warranties. Panacon represents and warrants:

(2) Organization and Standing. That it is a corporation duly organized, validly existing and
in good standing under the laws of Michigan, that it has the corporate power to carry on its
business as now being conducted, that it is duly qualificd to do business and in good standing in
each jurisdiction in which the character of the propertics owned by it or the naturc of the
business conducted by it makes such qualification necessary.

(b) Authority Relative to the Agrecment. That the execution, delivery and performance of
the Agreement by Panacon, including without limitation, the convevances. transfers and deliv-
eries contemplated hereby, have been duly and cffectively authorized. and consented to by Pana-
con's Board of Directors.
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Secrion §—Manner of Cono'erting Stock. Upon the Effective Date of the merger:

(a) Panacon Commen Stock. .Each outstanding share of Common Stock of Panacon (other
than each such share of Common Stock held by Celotex) shall be converted into the right to re.
ceive, without intcrest, $6.00 (payable by bank check or by certified or cashier'’s check) from
Celotex upon surrender of the certificate sepresenting such share.

(b) Panacon Common Stock Held by Celotex. Each outstanding share of Common Stock of
Panacon held by Celotex shall be cancelled and no security, cash or other consideration shall be
fssued or exchanged therefor at the Effective Date or thereafter.

(¢) Panacon Class A Common Stock. Each outstanding share of Class A Common Stock of
Panacon shall be cancelled and no security, cash, or other consideration shall be issued or ex-
changed therefor at the Effective Date or thereafter.

(d) Treasury Stock. Each outstanding share of Common Stock, and of Class A Common
Stock, of Panacon held by Panacon shall be cancelled and no security, cash or other consideration
shall be issued or exchanged therefor at the Efective Date or thereafter.

(e) Celotex Stock. Each outstanding share of p'referred stock, no par value, and of common
stock, no par value, of Celotex shall remain unaffected by the merger.

On and after the Efective Date of the merger, no transfer of the shares of Common Stock or
Class A Common Stock of Panacon shall be made on the stock transfer books of the surviving corpo-
ration.

Section 9—=Warrants. Upon the Effective Date of the merger, each outstanding Common Stock
Purchase Warrant ("Warrant™) heretofore issued by Panacon under its former name, Briggs Manu-
facturing Company, shall be cancelled and shall have no further force and effect, and the lawful holder
thereof, upon surrender of such Warrant, shall have the right to receive, without interest, $.50 (pav-
able by bank check or by certified or cashier’s check) from Celotex for each share of Common Stock
fncluded within such Warrant.

Secnion 10—Stock Options. Upon the Effective Date of the merger, each outstanding and unex-
ercised option to purchase Panacon Common Stock theretofore granted pursuant to Panacon’s 1967
Qualified Stock Option Plan shall be converted into an option to purchase shares of Walter Common
Stock, 1625 cents par value per share, pursuant to Walter’s 1965 Employees’ Qualified Stock Option
Plan. The number of shares of the said Walter Common Stock covered by such an option, the pur-
chase price for the shares of Walter Common Stock; and the other terms and conditions of the said
option shall be determined in accordance with Section 425(a) of the Internal Revenue Code of 1934,
as amended and the applicable regulations thereunder. If at any time after the Effective Date, it ap-
pears that one or more of the conditions which are prohibited by Section 425(a) of the Internal Reve-
nue Code of 1954 exists, then the Walter Common Stock option to be issued hereunder may be
adjusted by Walter in order to insure compliance with the applicable provisions of the said Internal
Revenue Code.

Section 11—Certain Effects of Merger. At the Effective Date of the merger, the separate exist.
ence of Panacon shall cease and Celotex shall possess all of the rights, privileges, powers and fran-
chises both of a public and of a private nature of Panacon, subject to all their restrictions, disabilities
and duties, and all and singular, the rights, privileges, powers and franchises of Panacon, and all prop-
esty, real, personal and mixed, tangible and intangible, and all debts duc to Panacon on whatever
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account, and all other things in action of or belonging to Panacon, shall be vested in Celotex without
further act or deed; and all property, rights, privileges, powers and franchises and all and cvery other
fnterest shall be thercafter as cffectively the property of Celotex as they were of Panacon, and the title
to any real estate vested by deed or otherwise in Panacon shall not suvert or be in any way impaired
by reason of the merger herein provided for, provided that all rights of creditors and all liens upon
property of Panacon shall be preserved unimpaired, and all debts, liabilities and duties of Panacon
shall upon the Effective Date of the merger attach to Celotex and may be enforced against it to the
same extent as if such debt, liabilities and duties had bcen incurred or contracted by Celotex. Any
surplus which Panacon may have upon the Effective Date of the merger may be carried as surplus

by Celotex.

Secmion 12—Supplemental Action. If at any time after the Effective Date of the merger Celotex
shall consider or be advised that any further convevances, agreements, documents, instruments and
assurances of law or in any other things are necessary or desirable to vest, perfect, confirm or record
in Celotex the title to any property, rights, privileges, powers and franchises of Panacon, or otherwise
to carry out the provisions of this Agreement of Merger, the proper directors and officers of Panacon
last in office shall execute and deliver, upon Celotex’ request. any and all proper conveyances, agree-
ments, documents, instruments and assurances in law, and do all things nccessary or proper to vest,
perfect, or confirm title to such property, rights, privileges, powers and franchises in Celotex, and other-
wise to carry out the provisions of this Agreement of Merger.

Secrion 13—Effective Date of Merger. Celotex and Panacon shall cause a counterpart of this
Agreement of Merger to be filed in the office of the Secretary of State of the State of Delaware and
to be recorded as required by the General Corporation Law of the State of Delaware and shall cause
a certificate of merger with respect thereto to be filed in the Office of the Administrator of the State
of Michigan as required by the Michigan General Corporation Act. The merger provided for in this
Agreement of Merger shall become effective at 9:00 A.M., New York City Time, on the day (herein
called the “Effective Date™ of the merger) following the day that the later of such fling with the
Secretary of State of the State of Delaware or such fling in the Office of the Administrator of Michi-
gan shall have been completed. .

_ Section 14~Covenants. From and after the date hereof and until the Effective Date of the
merger, Panacon shall not issue or sell, or issue rights, warrants or options to subscribe to, any shares
of any capital stock. '

SecrioNy 15—Approval and Filing. After adoption of a resolution of the Board of Directors of each
of the Constituent Corporations approving this Agreement of Merger, this Agreement of Merger shall
be submitted to Walter, as sole stockholder of Celotex, for its consent, approval and adoption, pursu-
ant to the General Corporation Law of the State of Delaware, and to a vote of the holders of the
Outstanding Capital Stock of Panacon for their approval and adoption at a meeting thereof held upon
notice in accordance with law. If the merger shall be so consented to, approved and adopted by
Walter, as sole stockholder of Celotex, and so approved and adopted by the afirmative vote of not
less than two-thirds of the votes cast at such mecting by the holders of cach class of Panacon’s out-
standing stock, the officers of the Constitucnt Corporations, subject to the provision of Section 16 hereof,
shall take all steps necessary in order to make effective the merger of Panacon into Celotex provided
for in this Agreement of Merger.

Sectiovy 16—Termination. By mutual written agreement, the parties hereto, or in the event of the
discovery of a material breach of a representation or warranty hercinabove made by a party, the other
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party hereto, may terminate or abandon this Agreement of Mcrger at any time prior to the Effcctive
Date. This Agrecment of Merger shall teeminate, unless extended, in the event that the merger is not
consummated on or before September 30, 1972.

SecTioN 17—Amendment. Celotex and Panacon may, by mutual written agreement, approved by

" their respective Board of Directors, amend this Agreement of Merger from time to time prior to the

Effective Date of the Merger to the extent permitted by law, provided however that no such amendment
may reduce thc amount of the payment for the Panacon stock provided for in Paragraph S$(a) above
or the amount of payment for the Panacon Warrants provided for in Section 9 above.

Secrion 18—Counterparts. This Agreement of Merger shall be executed simultancously in any
aumber of counterparts, cach of which shall be decmed an original and all of which together shall con-
stitute one and the same instrument.

Secrion 19—Limitation of Action. No represcntation or warranty herein contained shall survive
the Effective Date. :

Secrion 20—Expenses. If the merger is consummated, Celotex will bear all the expense. If the
merger is not consummated, Panacon will bear only its own internal expenscs. and Celotex will bear
all other expenses in connection with the proposed transaction, including the -fces and expenses of

* counsel, advisors and accountants and all printing expenses.

In WrrNess Whereor, the parties to this Agreement of Merger, pursuant to the approval and
authority duly given by resolutions adopted by their respective Board of Dircctors, have caused these
presents to be exccuted by the Vice President and attested by the Secretary of Celotex and by the
President and attested by the Secretary of Panacon, and the corporate seal affixed, as of the date first
above written.

THE CELOTEX CORPORATION

(CorporaTE SEAL) By ..o :
Vice President

ATTEST: )
BY e

Secretary

. PANACON CORPORATION
(ConroraTe SeaL) By .
President

ATTEST:
By ........ B et ittt ettt

Secretary

................................................................................

..................................................................................

..............................................




\ APPENDIX II-A

Section 54 of Title 21—GCencral Corporation Act of the Statutes of the State of Michigan

Dissenting sharcholders; payment for sharcs; procedure. Sec. 54. 1. Any sharcholder in any cor-
poration of this state consolidating or merging as aforcsaid, who was such shareholder at the time such
consolidation or merger was authorized by the sharcholders of such corporation and who voted ag:inst
such consolidation or merger. may within 20 days aftcr such consolidation or merger was so author-
ized object thereto in writing and demand from either the constituent corporation of which he was a
sharcholder or the resulting corporation payment of the fair cash value of his shares in the constituent
corporation as of the day preccding the day such consolidation or merger was authorized by the share-
holders of such constituent corporation, excluding from such fair cash value any appreciation or depre-
ciation in consequence of the action authorized and surrender at such time to the constituent corpo-
ration or the resulting corporation the certificate or certificates for his shares as to which he is de-
manding payment. If the cffective date of such consolidation or merger shall occur within such 20 davs,
the constitucnt corporation shall remain a body corporate for the purpose only of receiving such de-
mand. A demand served on the constituent corporation after the effective date shall be deemed to
constitute a demand on the resuiting corporation. If within 30 days after receipt by said constituent cor-
poration or resulting corporation of such written demand said corporation and such shareholder can-
not agree upon such fair cash value of the shares, such shareholder or said corporation may secure an
appraisal of such sharcholder’s shares in the same manner and with the same effect as is provided in
paragraph 1 of section 44. If such fair cash value shall be determined by agreement, such agreed fair
cash value shall be final and conclusive. If such awarded or such agreed fair cash value of such shares
is not paid by said corporation within 60 days after the entry of such order or after such agreement.
such fair cash value may be collccted as other debts are by law collectible. If the effective date of such
consolidation or merger shall occur before the expiration of such 30-day or 60-day periods, the result-
ing corporations shall be substituted for the constituent corporation which may have received the de-
mand or may have proceeded to any stage in compliance with such fair cash value pavinent provi-
sions. Upon payment by said corporation of such awarded or agreed fair cash value, such sharcholder
shall forthwith transfer and assign such shares at, and in accordance with, the request of said corpo-
ration. Objection by any such shareholder to any action of the constituent corporation, of which he is
a shareholder, or of the resulting corporation provided in this section and his rights thereafter under
this section shall be his exclusive remedy.

_ 2. The right of any dissenting sharcholder to be paid the fair cash value of his shares shall cease
if and when the constituent corporation, of which he is a shareholder, within 6 months after such de-
mand for payment, shall abandon such action or the shareholders of such corporation shall revoke
such action taken, entitling such dissenting sharehalder to payment as in this act provided.

3. No demand for payment of such fair cash value may be withdrawn by the shareholder mak-
ing the same unless a majority of the board of directors of thc constituent corporation shall consent
thereto. If the consolidation or merger has become cffective, no such demand may be withdrawn by
the shareholder making the same unless a majority of the board of directors of the resulting corpora-
tion shall consent.

4. Any shareholder who so demands payment for his shares may not vate such shares or receive
any dividends or distributions thereon, or exercise any rights respecting such shares, nor any similar
rights against the constituent corporation or resulting corporation unless and until such action entit-
ling such sharcholder to payment shall be abandoned, or a majority of the board of directors of the
constituent corporation or resulting corporation shall consent to the withdrawal of such demand. If
such action shall be abandoned or such consent to withdrawal shall be given, such dissenting sharcholder
shall be entitled to any rights which he would othenwise have had during the time when his demand
for payment was in cffect if he had not demanded payment for his sharcs, except the right to vote at
meetings of sharcholders).
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APPENDIX II-B

Paragraph 1 of Section 44 of Title 21<-General Corporation Act of the Statutes of the State of
Michigan

Rights of sharcholders not assenting to certain corporate action. Sec. 44. 1 If a corporation has
authorized the salc, lcase or exchange of all or substantially all of its assets 2 shareholder who was a
shareholder at the time such action was authorized and who voted against such action may, within
twenty (20) days after the date upon which such action was authorized but not thereafter, object
thereto in writing and demand from the corporation the payment of the fair cash value of his shares
as of the day preceding the day such action was authorized by the shareholders, excluding from such
fair cash value any appreciation or dcpreciation in conscquence of the action authorized, and surren-
der at such time to the corporation the certificate or certificates for his shares as to which he is de.
manding payment. If any such person is a holder of more than one (1) class of shares he shall be en.
titled to relief only in respect of the class of shares affected by such change. If, within thirty (30)
days after receipt of such a demand by a shareholder, the corporation and the shareholder cannot
agree upon the fair cash value of the shares as of the day preceding the day such corporate action was
authorized, such value shall be ascertained by three (3) disinterested persons, who shall be appointed
by any circuit judge of the county where the corporation has its registered office upon petition and
order to show cause either by such sharcholder or by the corporation. Once such appraisers have been
so appointed all demands for such payment, which have not been determined by agreement, shall be
determined by such appraisers. The appraisers shall promptly submit their determination to the circuit
court for the county where the corporation shall have its registered office for confimmation and upon
the entry of an order confirming said report their determination shall be final and conclusive and from
such order there shall be no appeal. If such fair cash value shall be determined by agreement, such
agreed fair cash value shall be fnal and conclusive. If the award or the agreed fair cash value, as the
case may be, is not paid by the corporation within sixty (60) days after the entry of such order or
after such agreement, such fair cash value may be collected as other debts are by law collectible.
Upon paymcnt by the corporation of such awarded or agreed fair cash value, such shareholder shall
forthwith transfer and assign the shares at, and in accordance with, the request of the corporation.
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Agreement and Plaa of Merger (her;inaftcr called
wAgreement of Merger"), dated as of May 31, 1972, pursuant
to Secticn 232 of the Genaral Cerporation law of the State
of Delaware and Section 52 of the General Corporation Act
of the State of Michigar, between The Celotex Corporation,
a Delaware corporation (hereinafter called “Celotex”) and
Panacon Corporation, a Michigan corporatiem, (hereinaféer
called "Panaconf), and a majority of :ﬁé directors thereof
(Celotex and Panacon being hereinafter collectively called

the "Constituent Corporations™),
WITNESSETH THAT:

WHEREAS, Celotex is a corporation organized and
existing under the Laws of the State of Delaware, having
been incorporzted cn August 6, ;?64; and )

WHEREAS, Panacon is a corporation orgznized and
existing under the Laws of the State of Michigan, having
been iycorporated on November 29, 1909 urder the name of
Briggs Manufacturing Company (which name was the:eaffer
changed to Panac;n by amendment filed April 9, 1970); and

WHEREAS, the authorized capital stock of Celotex
consists pf 100 shares of preferrecd s:ock,‘no par value
and 100 shares of common stock, no par value, all of which
on the date hercof have been validly issued and are out-
standing, fully paid and non-assessab;; and owned b} Jim

Walter Coréoration, a Florida corporation (hercinafter

called "walter"); and

- EXHIBIT "C" -
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WHEREAS, the authorized capital shares of Panacoen
consists of 25,000,000 shares of Common Stock, $1.00 par
value ("Common Stock"), of which 15,632,158 shares were, as
of May 31, 1972, issued and outstanding and of 7,356,000
shares of Class A Common Stock, $1.00 par value ("Class A .,
&ammon Stock"), all of Hhich have been issued and converted
into Common Stock; and ) . .

WHEREAS, the Boards of Directors of Cclotex ana
Panacon have each adopted resolutions approving this
Agreement of Merger; and .

WHEREAS, the registered office of Celotex in
the State of Delaware is located at 100 West Tenth Street
in the City of Wilmington, the County of New Castle, and
the name of its registered agent at such address is The
Corporation Trust Company; and.

WHEREAS, the registered office of Panacon in
the State of Michigan is located at 615 Griswold Street

in the City of Detroit, the County of Wayne, and the name

of its registered agent at such address is The Corporation

Company; and )
) WHEREAS, the parties hereto deem it desirable
that Panacon be merged into Celotex under and pursuant to
the General Corpora:i;n Law of the State of Dclaware'and
the Michigan General Corporation Act.

. NOW, THEREFORE, Celotex and Panacon, in considera-
tion of the mutual covenants, agrccmcn:: and proviﬁions
herciﬂafter.containcd. do hercby prescribe the terms and

conditions of such merger and the mode of carrying the same

into effcct as follows:




-

. éection 1 - gggggg} 'Subject to the approval and
adoption of this Agreement of Merger and the merger provided
for herein by tge vote or the written consent of the holders

of the required percentages of the issued and outstanding
shares of capital st;ck or shares of each of the corporationms,
and subject to the conditions hereinafter set forth, ?a?acon
shall be and hereby is merged into Celotex, which corporation
shall continue in existence as the surviving corporation;

and thereupon the separate existence of Panacon'shall cease,
except insofar as irs existence shall be continued by operation
of Section 12 hereof or by operation of Michigan law.

Section 2 - Certificate of Incorvoration. The

certificafe of_incorpqrqcioq of Celotex as in effect at

the Effective Date of the merger shall continue in full
force and effect as the certificate of incorporation of
the corporation surviving this merger, until it shall have
been amended as provided therein or by law.
Section 3 - By-laws, The By-laws of Celotex
as in effect at the Effective Date of the merger shall
continue in full force and effect as the By-laws of the
corporation surviving the merger until they shall have
been aménded or repealed as provided therein or by law.
Section 4 - Directors, The directors of Celotex
in office at the Effective Date of the merger shall continue
as the dircctors of the surviving corporation. Such directors
thall hold office unctil che next annue; meeting of stock~
hélders of Celotex and until their tcspeccivc.successors
are elected and qualified unless sooner removed or othervise
replaced, in accordance with the certificate of incorporation

and the By-laws of Celotex.

-8- i
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. &n office upon :hc Effcc:ivc Date of thc merger :hall
continue as the officcrs of the surviving corpora:ion.

Section 6 - Celotex Represcnzations and Warranties.

Celotex represents and warrants:

(a) Orpanization and Standing. That it is a

corporation duly organized, validly existing and in gooq
standing under the laus of Delaware, thag it has the cor-
porate power to carry on its business as now being con-
ducted, :h;t it is duly gualified to do business and in |
good standing in eacﬁ jurisdiction in which the character
of the properties owned by it or the nature of the business
‘éonducted by it makes such qualification necessary.

) (b) Authority Relative to the Agreement.
That the execution, delivery and performance of the Agreement
by Celotex, inclﬁding without limitation, the conveyances,
transfers and deliveries contemplated hereby, have béen

duly and effectively authorized and consented to by Celo:ei'

Board of Directors. O -

Section 7 - Panacon Representations and Warranties.

Panacon represents and warrants:

(a) Orpanization and Standine. That it is a

corporation duly organized, validly existing and in good
standing under the laws of Michigan, that it has the cor-
poratc power to carry om its business as now being con-
ducted, :hg: it is dulf qualified to do business ;nd in
good';:anding in each jurisdiction in which the character
of the propertics owned by it or the nature of the business

conducted by it makes such qualification nccessary.

.- 3 e ame -~ - - = - . v - -
.- - oo - - —

¢ eimeree i s e - n - o same ———— . em———. - * o ca——

. 00t Tada I T Lk AMUTLET, L S TIPE A e, o Plae S~ IS bl - o g - - "L VE- -




-
-

= = T T - —— e Y -
e T T (b)” ‘Authority Relative to the Arrecment. -—

- et ecen m- .. ——
—— - ——

That the exccution, delivery and performance of the Agreement

. . s, - -——emen e

by Panacon, inclﬁdiné without liniiacion, the conveyances,
transfers and deliveries contcmplnte& hercby, have been
duly and cffectively authorized and conscnted to by Panacon's
Board of Directors.

Section 8 - Manner of Converting Stock. Upon
the Effective Datc of the merger:

(a) Panacon Common Stock. Each outstanding

sharc of Common Stock of Panacon (other‘than each such
share of Common Stock held by Cclotexj shall be converted
into the right to receive, without interest, $6.00

. kpayable by bank check or by certified or cashier's check)
from Celotex upon surrender of the certificate representing

such share.
(b) Panacon Common Stock Held bv Celotex.
- Each outstanding share of Co=mon Stock of Panacon held by
Celotex shall be cancclled‘and no security, cash or other

consideration shall be issued or exchanged therefor at the

Effective Date or thereafter.

(c) Panacon Class A Common Stock. Each

outstanding share of Class A Common Stock of Psnacon shall
be cancelled and no security, cash, or other consideration
shall be issued or exchanged therefor at the Effective Date

or thereafter.

(d) Ircasury Stock. Each outstanding share

of Common Stock, and of Class A Common Stock, of Panacon

held by Panacon shall be cancelled and no security, cash or

other consideration shall be issued or cxchanged thercfor

at the Effeetive Dace or thercafter.
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of prefcrred stock, no par valuec, and of common stock, no

par valuc, of Celotex shall remain umaffeccted by the merger.

On and after the Effcctive Date of the merger, no transfer
of éhe shares of Ccmﬁﬁn Stock or Class A Common Stock of
Panacon shall be made on the stock transfer books of the
sgrviving corporation. '
Section 9 - Warrants. Upon the Effective Date of .

the merger, each outstanding Common Stock Pu;chase Warrant
("Warrant") heretofore issued by Panacon under its former
name, Briggs Manufacturing Company, shall be cancelled and
ghall have no further forece and effect, and the lawful

" holder thereof, uion surrender of such Warrant, Shall.hav;
the right to receive, without interest, $.50 (payable
by bank check orkby certified or cashier's check) from
Celotex for each share of Common Stock included wiéhin

such Warrant.

Section 10 -~ Stock Ongionsﬂ Upon the Effective
Date of the merger, each cutstanding and unexercised optiocn
to purcbasé Panacon Common Stock theretofore granted pursuant
to Panacon's 1967 Qualified Stock Option Plan and then held
by an ewployee of Panacon shall be converted into an option
to purchase shares of Walter Qommon Stock, 16-2/3 cents par
value per share, pursuant to Walter's i968 Employces'
Qualificd S:ock.Option ;lan. The number of shares of the said
Walter Common Stock covered by such an option, the purchase

price for the shares of Walter Common Stoeck, and the other

o wmes e ..
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~terms and ‘conditions ©f thé said option shall be determined
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-in accordance with Section 425(a) of the Internal Revenue
Code of 1954, as amended and the applicable regulations
thereunder. If at Fny tine after the Effcctive Date, it
appears that one or ;ore of the conditieons which are pro-
hibited by Section 425(;) of the Internal Revenue Code of
1954 exist, then the Walter Common Stock options to b;_
issued hereunder may be adjusted by Walter in order to insure

compliance with the applicable provisiomsof the said Internal

Revenue Code.

Section 1l - Certain Fffects of Merger. At the
Effective Date cf the merger, the separate existence of
Panacon shall cease and Celotex shall possess ail of the
rights, privileges, powers and franchises both of a publice
and of a private nature of Panacon, subject to all their
restrictions, disabiliiries and duries, and ail and singular,
the rights,‘pfivileges, powers and franchises of Panacon,
and all property, real, personal ;nd-mixed, tangible and
intangible, and all debts due to Panacon on whatever account,
and all other things in action of or belonging to Panacon,
shall be vested in Celotex without further act or deed;
and all property, rights, privileges, powers and franchises
and all and every other interest shall be thereafter as -
effectively the property of Celo:ex_ns‘they were of Panacon,
and the title to any real estate vested by deed o; otherwise
in Panacon shall not rcvert or be in ln§ way impaired by
reason of the merger herein providcd.}or, provided that

2ll rights of creditors and all liens upen property of

- -7-
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‘7'ﬁ?anacan’shall be preserved unimpaired, and 2ll debcs,
1iabilities ;Qd duties of Panacon shall upon the Effcetive
pate of the merger attach to Celotex.and may be enforced
against it to the same extent as i{f such debts, liabilities
and duties had bccniincurrcd or contracted by Celotex. '

Any surplus which Panacon may have upon the Effective Date

of the merger may be carried as surplus by Celotex.

Section 12 - Supplemental Acrion. 1f at any time

« after the Effective Date of the merger Celotex shall consider
or be advised that any fgr:hcr conveyances, agreements,
documents, instruments_and assurances of law or in any other
things are necessary or desirable to vest, perfect, confira
or record in Celotex the tiﬁle to any property,'rights,
privileges, powers and franchises of Panacon, or o:he;wise
to carry out thg provisions of this Agreement of Merger,
the proper directors and officers of Pamccon last in office
shall execute and deliver, upon Celotex' request, any and all
proper conveyances, agrecments, documents, instriments and
assurances in iaw, and do all things necessary or‘proper
to vest, perfect, or confirm title to such property, rights,
privileges, powers and franchises in Celotex, and otherwise
to carry out the provisions of this Agrcement of Merger.

Section 13 - Effective Date of Mcrgér. Cclotex

and Panacon shall cause a counterpart of this Agreement of
Merger to be filed in the officce of the Sccrerary of State
of the Statc of Delawarc and to be recorded as required by
the Gencral Covporation lair of the State of Delavare and

shall causc a certificate of merger with respect thereto
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o ) ' éo be filcd in the 0ffice of the Administrator of the State

of Michigan as required by the Michigan Gencral Corporation

'y

Act. The merger provided for in this Agrcement of Merger
shall become effective at 9:00 AM, New York City Time, on
the day (herein called the “Effective Date" of the merger)
following the day that the later of such £iling with the
Secretary of State of the State of Delaware or such filing
dn the Office of the Administrator of Michigan shall have
been completed.

Section 14 - Covenants. From and after the date
hereof and uncil_:he Effectivg Date of the m;rger, Panacon .
.shall not issue ?r sell, or issue rights, warrants or options
to subscribe to, any shares of any capital stock.

Section 15 - Aporoval and Filine, After adoption

of a resolution of the Board of Directors of each of the -
‘Constituent Cerporations approving this Agrecment of Merger,

this Agreement of Merger shall be subzitted to Walter, as  -- - --
sole stockholder of Celotex, for its FOnsent,'approval and
adoption, pursuant to the General Corporation Law of the -
State of Delaware, and to a.vote of the holders of the out- -
étanding capital stock of Panacon for their approval and

adopticn at a meeting thereof held upon notice in accordance

with law. If the merger shall be so consented éo, approved

and adopted by Walter, pas sole stockholder of Celotex, and

so approved and adopted by thé affirmative vote of not less

than’ two-thirds of the votes cast at such meceting by the

holders of cach class of Panacon's outstanding stock, the .

officers of the Constitucnt Corporations, subjcet to the
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srovision of Scetlon 16 hereof, shall take 3.1 steps neccssary

~

"4n order to make effoctive the merger of Panacon into Celotex

} = provided for in this Agrecment- of Merger. = - ete—e-
Section 16 - Termination. By mutual written agree-

ment, the parties hercto, or in the event of the discovery of

. " a material brecach of ; representation or warranty hereinabove
ifié;i' . made by a party, :he-o:her party hereto, may terminate or
f;i_ ’ abandon this Agrcement of Merger at any time prior to :gé
'f'q-' , Effective Date. This Agreement of Mcrger shall terminate, :

..'-;. unless extended, in the event that the merger is not con-
sumated on or before September 30, 1972.

T Section 17 - Amendment. Celotex and Panacon may,
. ‘by wutual written agreecment, approved by their respective
Board of Directors, amend this Agreement of Merge; from time
to tipe prior to the Effective Date of the merger to the
extent permitted by law, provided hc&evez that no such amend-
ment may reduce the zmount of the payment for the Panacon stock
provided for in Paragraph 8(a) above or the amount of payment
for the Panacon Warrants provided for in Section 9 above.

Section 18 - Countervarts. This Agreement of Merger

shall be exec#ted.simultaneously in .any number of counterparts, .
each of which shall be deemed'an original and all of which
together shall constitute one and the same instrumeant.

Section 19 - Limitation of Actions. No Tepresentation

or warranty hecrein contained shall survive the Effective Date.
Scetion 20 - Exvcenses. If the merger is consummated,
Celotex will bear gll the expenses. If the merger is not con-
surxated, Panacon vill bear only its ounm internal expenses and
Celotex will bear all other expenses im conncetion with the
proposcd transaction, including the {ees and cxpenscs-of counscl,.

adviscrs and accountants and all printing cxpensecs.
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- ©77 IN WITNLSS WIEREOF, the partics to this Agreement of

‘ Merger, pursuant to the approval and authority duly given by
resolutions adopted by their respective Board of Directors,
hsve causcd those presents to be c:;cuzed by the Vice Presidant
and attested by the Secretary of Celotex and by the President

and attested by the Secretary of Panacon, and the corporate

i seal affixed, as of the date first above written. .
& . . THE CELOTEX CORPORATION
i . _
\ : .
LA (Corporate Seal) B s —
- Vice President
S ATTEST:
. 8 )
Secretary
AR FANACON CORFORATION
o ) @ 0
= (“_ (Corporate Seal) . By Moo o M&K« \
oo President
ATTEST: ' .
D By .
e Secretary é/
: A Majority of the Dircctors of Panacon Corporation:
\ .
\‘\.L" L e = S ! \:i ;: o \!L
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l - - °= I, RICHARD THOMPSON, Assistant Secrctary ©f The -

Celotex Corporation, a Delaware corporation, hereby certify as
such Assis;ant Secretary and undcr the seal of said corporation
that the foregoing Agrcement and Plan of Merger, after having
been first approved ﬁ& resolution duly adopted by the Board

of Directors of said corporation and executed by its officers
thereunto duly authorized and by resolution duly adopteﬁ by
the Board of Directors and signed by a majority of the
Directors and executed by the officers of Panacon Corporation

¢ - thereunto duly authorized, was duly adopted pursuant to

i
<
i

Section 228 of Title 8:of the Delaware Corporation Law, by the
. written consent of the sole stockholder of The Celotex
Corporation, which Agreement and Plaﬁ of Merger was thereby
adopted as the act of the said sole stockholder of the said
The Celotex Corporation, and the éuly adopted agreement and
act of the said corporation.
WITNESS my hand and the seal of The Celotex

Corporation this 28th day of June, 1972.

| | | /Z:akM'

T Assistant Secretary

{Corporate Seal) ) ..
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———— —er e o= We,t. J. PIZZITOLA , President, and L. A. rtcﬁETtIq.

Secretary, of Panacon Corporation, a Michigan cérpora:ion,
hereby certify as such President and Secretary and under the
seal of sald corperation that the foregoing Agrecment and Plan
of Merger, after ha#ing been first approved by resolution duly
adopted by the Board of Directors of said corporation and signed
by a majority of said Directors and executed by its officers
thercunto duly authorized anh by resolution duly adopted by
the Board of Directors of The Célo:ex Corporation, a Delaware -
corporaticn, and exccuted by the officers of The Celotex
Corporation therewmto éuly acthorized, was duly submitted to
the shaxcholders of f;naccn Corporation 2t a special meeting
.of said sharcholders in accordance with the requirements of
Section 52 of the Michigan General Corporatiom Act fér the
purpose of considering and voting for or against the approval
of said Agrecment and Plan of Merger and held, after due notice,
- on June 28, 1972; and that at said meeting said Agreement and
Plan of Merger was considered and vote by bailo: in person or
by pfogy was taken for the adoption or rejection of the same,
and thgt the votes of shareholders of Panacon Corporation
representing more than two-thirds k2/3) of the total number
of shares of each class of its outstanding capital stock were
for the adopt%on of sald Agrcement and Plan of Merger.
WITNESS o;r hands and the séal of Panacon Co?éoration
this 28th day of June, 1972. . - .
. S o

Precident -

(Corporate Seal)

Sccretary (
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been duly approved by resolutions adopted by the Boards of

‘Pirectors of -The Celotex Corporation and Panacon Corporation,

Y respectively, and said Agreement and Plan of Merger having
i been duly signed by a majority of the Directors of Panac;n
Corporation and having been duly gxccuted by the officers
©of The Celotex Corporation ang Panacon Corporation, :efpectively,
thereunto duly authorized, and said Agreement and Plan of
Merger having been duly adopted by the sharcholders of each
of said corporations in the nanser provided by Section 52
of the ﬁichigan Gene:alACorpo:ation Act.as to Panacon
Corporation and by Section 252 of the General Corporation Law
of the State of Delaware as to The Celotex Corporation, the
Vice President zand the Assicstant Secretary of Tée Celp;ex
Corporation agd the President and the Secretary of Panacon
Corporation do now execute this Agreement and Plan of Merger
under the respective seals of said corporations by the
authority of the Board of Directors and ;hareholders of each,
asz the act, deed and agreement of each of said corporations,
th%l 28th day of June, 1972.

‘ THE CELOTEX CORPORATION .

(Corporate Seal) @%“"—_—“\

Vice President

Attest:

Lv-——‘_

-

PANACON CORPORATION

— v

- g+ > ]
By V&- -~ J(\w.‘?\
° Prcésgident

(Corporate Seal) ' ) .
BY, 3cs .
Sc

crotary ' C/
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BE IT REMEMCERED that on this 28th day of June, 1972,

personally came beforc e, a No:ary Public in and for the Coun:y

and Stare ‘aforesaid, J. B. CORDLCLL , Vice President of

THE CELOTEX CORPORATION, & corporation of the State of Delawarc,

and he duly exccu:cd‘said Agreement and Plan of Merger before

me and acknowledged the said Agrecement and Plan of Merger to be

his act and deed and the act and deed of said corporation and the

facts stated therein are true; and that the seal affixed to said

Agreement and Plan of Merger and attested by the Secretary of said

corporation is the common or corporate seal of said corporationm.
IN WIINESS WHEREOTF, I have hereunto set my hand and

_ seal of office the day and year aforesaid.

(Notarial Seal) ﬁjﬂ:’ J 3{.,47&:/

Notary Public

RICHARD 1, FLEISCHER Attermey ot Lw
MOTARY PUSLIC - STAIL OF ONID

STATE OF 0 io ) $S: :.u.uu-wuv.c.
COUNTY OF tAncroy )

On this 28th day of June, 1972, before me appeared

Y. J. P1Z2ITOLA and L. A. PECHSTEIN, JR.

to me personally known, who being by me duly sworm, did say that
they are, respectively, the Ptes}dbnt and Secretary of-Panacen
Corporation, a Michigan corporation, that the sezl affixed to

the forégoing instrument is the corporate seal of said corporation,
.cha: said instrument was signed and sealed in behalf of said

corporation by suthority of its Board of Directors and its

sharcholders, and the said _ F. 9. PIZZITOLA and
L. A. PECHSTLCIN, JR. acknowledsed the exccution

of said instrument as the act, deed and agrecment of said

corporation.

7 J}‘.,/J 24,5

Notary Public

(Notarial Scal)

EEIRRD 1. FLESCHIR Attarmey ot Low
:onuvmnc-.uuooouo
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AMEGDMENT TO AGREEMENT ANL PLAN OF MERGER

-

Anmdmcz;t to Agreement ;nd Plan of Merger (hereinafter
called “Agreement -of Merger"), dated as of May 31, 1972, pursuant
to Section 252 of the General Corporation Law of the State of
Delaware and Section 52 of the General Corporlt:.ion Act of the
State of Michigan, between The Celotex Corpornt_icn, & Delaware )
corporation (herefnafter called "Celotex") and Panacon Corporatiom,

a Michigan corporation, (hereinafter called “Panacon"), and a

majority of the directors thereof,
" WITNESSETH THAT:

WHEREAS, Celotex and Panacon did heretofore enter into,

.subject to shareholder approval, the Agreement of Merger; and

~ i
WHEREAS, said Agreement of Merger did provide in
Section 17 thereof that, subject to certain speéified limitations,

the parties thereto could, after execution of the said Agreement

of Merger and prior to the Effective Date thereof, amend the said
. . ; b .

Aéreément of Merger by mutual written agreement approved by their

.xrespective Board of Directors; and

WHEREAS, the parties th&eto desire byﬂ:his mutual
written agreemént to amend Section 13 ‘é:f .said Agreement of Merger
to more ?recisely fix the Effective Date thereof..

NOW, THEREFORE, Celotax.an;l Panacon, in consideration
o..f the ?uml cave;unts, agreemefu:s and prw.i.sicns contained herein

and in the Agreenent of Merger do hereby agree that ‘the Agreement

of Merger shall be -mendcd as follows:
1 .
Section 13 of the Agrcement of Merger shall be amended

to read as follows: ) .




Section 13 - Effective Date ¢ rger. Celotex and
‘Panacon shall cause a counterpart of this -Agtnunt of Merger to
dbe filed in the of:fiqc of the Secretary of State of the State of
n-iwno and to be recorded as reQuired by the General Corporation
Ll‘v of the State of Delaware and lhlll. cause a certificate of
merger with :cspéct thereto to be f£iled in the Office of the
Adninistrator of the State of Michigan as required by the Michigan
* General pc:porltion Act. The wmerger provided for in this Agreement
of Mcr'ger shall become effective at 9:00 AM, New York City Time, on
' Jux.l\o 30, 1972 (herein called the "Effective Date” of the merger).

IN WITNESS WHEREOF, the parties to this Amendment to the
Agreement of Merger, pursuant to the appr.nvnl and authority duly
given by resolutions -dcpteh by their respective Board of Directors,
have caused these presents to be executed by the' Vice President and
attested by t}:\ Assistant Secretary of c-i.otex and by the President
and attested by the Secretary of Panacon, and the. corporate seal
affixed. ] '

THE CELOTEX CORPORATION
\

(Corporate Seal) . xy%“ _—

Vice President

Assistant Secretary”

- - " PANACON CORPORATION
- . . ' .
{Corporate Seal) . By
¢ 4 ent
ATTEST:
By . -
Secretary

A Majority of the Directors of Panacon
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I, RICHARD THOMPSON, Assistant Secretucy of The Celotex
Corporation, a Dalaware corporation, hereby certify as such Assistant
Secretary and under the aeal of said corporation that the foregoing
A-énd-cnt to the Agreement and Plan of Merger, was first approved by
rc‘olution duly adopted by the Board of Directors of said corporation
iﬁd executed by its qfficer; thereunto duly luthorized;

WITNESS my hand and the seal of The Celotex Corporation

this 28th day of June, 1972.

Assistant Secrefary

(Corporate Seal)

.

I, ;?\k;.PECHSTBIN, JR., Secretary of .Panacon Corporation,

a Michigan corporation, hereby certify as such Seéreiary and undexr

" the seal of said co:pération that the foregoiné Amencment to the

Agrc;ment and Plan of Merger, was first approved by resolution du1§
O} ¢
adopted by the Board of Directors of said corporation and executed

by its officers thereunto duly authorized.

WITNESS my hand and the seal of Panacon Corporation

this 28th day of June, 1972.

-

Secretary

o

(Corporate Seal)
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'of office the day and year aforesaid.

(No:eriel Seal) ' - - .‘ : : MJJ Mm

§1.. OFoWm . dss.:
COUN.{ OF HANiYod - )

. BE IT REMEMBERED that on this 28th dey of June, 1972,
personally came before me, & Notary Public in and for the County

and State afor.esdo_. J. B. CORDELL » Vice President of

-mz CELOTEX CORPORATION, a corporation of the State of Delaware,

and he duly executed said Amendment to ohe Agreement and Plan of
Merger before me and acknowledged t':t.xe said Amendment to the Agreement
and Plan of Merger to be his act and deed and the act and deed of
said corporation and the facts stated therein are true; and that

the seal affixed to said Amendmt: to t:he Agreement: and Plan of
Merger and ettested by the Secretary of uid corporation §{s the
common or corporate 3eal of said corporation.

*- 7 IN WITNESS miER.EOP I have hereunto set: my hand and seal

- - Not:ary Public

e
1 Attorney 9t
Wm“, ,u.ug.mm oF oW

~STATE OF owio des.: SoTmaRe
COUNTY OFmnutw  )°°"F e Somion 312

On this 28th day of June, 1972, before me appeared -

F. J. PIZZITOLA. and L. A. PECHS'I’EIN, JR.

K (Notarial Seal)

to me perscnally known, who being by me duly sworn, did say that

they are, respectively, the President and Secretary of Panacon

Corporaticn, a Michigan eorpora:ion, that the seal affixed to

:t:he foregoing :Lnstment is the corporate seal of eaid corporation,

that snid instrument was signed and sealed in behalt' of said
corporation by authority of its Board of D.iree:ors. and the said
F. J. PIZZITOLA and = L. A. PECHSTEIN, JR.

acknowledged the execution of said instrument as the act, deed and . !
sgreenent of said corporatiom. . ‘

Chdd Lhi,

Notary Public

Wiary
s L. FLETSENTR Asperngy
.
. Nlnv'ulue duuor:.‘g-
. . &ln-.w..-“
' el
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