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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 Corporation in 1972 as I have 
personally reviewed corporate records regarding fhat 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 CELOTEX 
stock as a result of that transaction; nor did Glen Alden Corporation acquire 
any shares of the stock of Jim Walter Corporation, 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 corporations.

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 is 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 Panacon shareholders to 
approve the acquisition of Panacon by CELOTEX.
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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.



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: •

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 

' t 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 Panacon Corporation, 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 Corporation,
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

in Texas at any time. None of 
in this affidavit were governed by

Charles F. Wilson, Asst. Secretary 
to THE CELOTEX CORPORATION

________________ ________________ before me, the undersigned, a Notary
Public in and for said*State, 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.

Notaryl Rdblic

My Commission expires: Notary Pubtlc State of Florida it Lares
My Commission txpires Auj. 20.1985,
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have their principal place of business 
the corporate transactions referred to 
•Texas law.

Further affiant sayeth naught. 

DATED: SCfUi.fthu . 198

STATE OF FLORIDA )
) SS

COUNTY OF HILLSBOROUGH)

. On 2lC\,\Q%4
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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 
Jim 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 56.00 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 dose'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 Bogrd of Directors

L. A. Pechstein, Jr. 
Secretary

Dated: June 5,1972 
Cincinnati, Ohio

EXHIBIT "A"
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PANACON CORPORATION

Proxy Statement
Special Meeting of Stockholders 

June 28,1972

This Proxy Statement should he read carefully. The Cclotex Corporation (“Celotex”) has the 
necessary voting power to cause the proposed merger discussed herein to be consummated even 
if all other stockholders of Fanacon Corporation (“Panacon”) vote against the merger, and Celotex 
attends to vote in favor of the proposed merger. Further, Celotex, through its stock ownership in Fana- 
con, has elected all the current directors of Fanacon, who have approved the proposed merger. Under 
the circumstances, 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 furnished in connection with the solicitation of proxies by the Manage­
ment of Fanacon with the authority of the Board of Directors to be used at the Special Meeting of 
Stockholders of Panacon to be held at the Carrousel Inn, S001 Reading Road, Cincinnati, Ohio 45237, on 
Wednesday, June 28,1972, at 11:00 A.M., eastern daylight saving time, and at any adjournments there­
of. The shares represented by each proxy received by Panacon in the form solicited by Management 
will be voted on the proposal listed in the notice of special meeting 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 filing 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 set forth 
in the notice to stockholders. The Management of Panacon knows of no other matters which will be 
brought before the meeting. However, it any other matters shall properly come before the meeting, 
it is the intention of the persons named in the enclosed form 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 
soniccs of some of its officers and regular employees (who will receive no compensation therefor in 
addition to their regular salaries) to solicit proxies personally. Panacon also intends to request banks
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and broken who hold shares of its stock in their names or in their custody or in the names of others, 
to forward copies of the prosy material to those persons for whom they hold such shares and to re­
quest instructions for voting the proxies and will reimburse such banks and brokers for their regular 
out-of-pocket expenses incurred in connection therewith. (See "Expenses 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 meeting, and each 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 meeting. However, under the statutes of the State of Michigan, for 
purposes of voting on the proposal contained in the Notice of Special Meeting of Stockholders accom­
panying this Proxy Statement, both the holders of the Common Stock and 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 (%) affirmative vote of the 
total number of shares of each class of Pnnacon's outstanding capital stock would be required for 
adoption of such proposal. However, all of Panacon’s authorized Class A Common Stock was con­
verted, share for share, by Cclotex on May 30, 1972 into Common Stock, and therefore two-thirds 
(%) affirmative vote of the total number of shares of outstanding Common 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 Celotcx. which 
on April 17, 1972, purchased from Glen Alden Corporation ("Glen Aldcn"), 6.52S.739 shares of Com­
mon Stock and 7,356,000 shares of Class A Common Stock, constituting approximately 79% of the vot­
ing power of the Common Stock and 100% of the voting power of the Class A Common Stock of 
Panacon. Cclotex is a wholly-owned subsidiary of Jim Walter Corporation {“Walter"), Tampa, Flor­
ida. Such stock was purchased by Celotex for $62,000,000, or approximately $4.47 per share. As 
die result of the conversion of all the Class A Common Stock purchased by it. Cclotex became the 
owner of 13,8S4,739 shares of Common Stock, representing approximately 89% of the voting power of 
such Common Stock. At the same time Celotcx purchased for S1.350,000 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 $1,96S,S79. (See also Item 12 of "Certain Trans­
actions” as to an offer by Cclotex 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) arc 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 Cclotex 
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 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.
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PROPOSED MERGER
Introduction .

At the Special Meeting, the stockholders of Pan aeon will consider and take action with respect to 
an Agreement and Plan of Merger dated May 31, 1972 (the "Agreement”), providing for the merger 
of Panacon into Celotex (the "Merger”). Under the Agreement 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). (See Item 1 of "Federal Income Tax 
Consequences Relating to the Proposed Merger”). All such payments to Panacon stockholders, as well 
as 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 cashiers check.

Certain Significant Aspects of die Proposed Merger
' L 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 also 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 election 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 arms-Iength 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, Celotex 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 firm relied 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 eamings information heretofore mailed to Panacon 
stockholders for the three month periods ended March 31, 1972 and 1971. (Also see Item 5 be­
low.) Said firm will be paid $12,500 in total by Celotex for its services as herein described.

In connection with the acquisition by Walter of United States Pipe and Foundry Company, 
Walter paid Loeb, Rhoades & Co. fees of $350,000 each in 1970,1971 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 ("Barrett Business”) of 
Allied Chemical Corporation ("Allied*') and the assets of a lighting fixture operation in 1966,1967 
and 1970, respectively. Loeb, Rhoades It Co. was a principal underwriter in a secondary’ public 
offering in April 196S by Allied of the 731,607 shares of Walter’s $2 Convertible Series l*Third
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Preferred Stock received by Allied in connection with the Barrett Business acquisition, and were 
principal underwriters of primary public offerings by Walter in January 1971 of $35,000,000 ag­
gregate principal amount of its 5%% Convertible Subordinated Debentures Due 1991 and in 
February 1972 of $50,000,000 aggregate principal amouut of its 7%% Sinking Fund Debentures 
Due February 1, 1997. In June 1969, Locb, Rhoades & Co. purchased from Walter for $1,750,000, 
17,500 shares of Walter’s 5%9& Cumulative Convertible Voting Fifth Preferred Stock, $100 par 
value per share, out of a private placement of 315,000 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 ft Co. is the principal underwriter for the proposed public offer­
ing of 1,500,000 units (consisting of 1,500,000 shares of beneficial interest and warrants to pur­
chase 1,500,000 shares of beneficial interest) 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-S5S of the Internal 
Revenue Code of 1954, as amended, was organized by Walter. Initially Walter will own 50.000 
shares of beneficial 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 partner of Locb. Rhoades ft Co. will serve as 
one of the initial trusted of Jim Walter Investors. In addition, as of January. 21, 1972, partners of 
Loeb, Rhoades ft Co., members of their families and trusts for their benefit owned beneficially 
205,390 shares of Walters common stock.

4. On the day before the Effective Date of the Merger, the convertible subordinated debt of 
Panacon due in varying semi-annual instalments through 19S2. 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 $10 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 ft 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 Effective Date of the Merger, as provided for in the Agreement, qualified holders 
of outstanding and uncxercised Panacon employee stock options will have Walter qualified stock 
options substituted for such options. The number of shares and the option price per share to be 
included in such new Walter options will be determined so ns to insure that the excess of the 
aggregate 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 aggregate 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 holders, 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 parent, Walter, 
which will obtain such funds through borrowings, in short-term loan arrangements, from commercial 
banks.

Federal Income Tax Consequences Relating to the Proposed 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 dissenters 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 55 
and Section 57 of the Internal Revenue Code of 1954, as amended.

SL Each bolder 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 Section 56 and Section 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 \yalter will receive any federal income tax benefit upon such substitution of options. However, 
any holder of Panacon Common Stock who acquired such stock upon exercise 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 wore 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 difference between the option price and the amount received on disposition on 
the Effective Date of the Merger, (ii) the optionee's basis in such shares will equal the option 
price plus the ordinary taxable income realized, and the difference between this basis and the
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•mount received for such shares on the Effective 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 federal income tax 
deduction of the amount, if any, treated as ordinary taxable income to the optionee. 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 56 and Section 57 of the Internal Revenue Code of 1954, as amended. In addition, upon 
die 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 (“FTC*), 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 reference to the text of the Agreement which is 
attached hereto as Appendix I. -

Upon the Merger becoming effective, the holders of the outstanding shares of Panacon Common 
Stock (other than Celotex) will have the right upon surrender of certificates representing such shares 
(as hereinafter 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 interest in, or rights as stockholders of, Celotex (see “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 effectiveness of the 
Merger:

L 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.
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The Agreement shall terminate, unless extended, in the event the Merger is not consummated on 
or before September 30, 1972. See "Certain Significant Aspects of the Proposed Merger" for informa­
tion as to Walters and Celotex’ control of Panacons 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 interest, $.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 81,736 shares of Panacon Common Stock at a price of $6.50 per 
share prior to July 1, 1972 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, Panacons 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, 16% 
cents par value per share, pursuant to Walters 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 witb 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:

Date Created
Total
Shares

Shares Exercisable 
at May 15,1972

Option Price 
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 4.875
February 24,1969 ........... .... 7,500 7,500 5.75
July 25, 1969 ..........................  3£00 3,500 3.875
May 15,1970 ................... .... 184,000 138,000 250
August 12,1971............... .... 5,000 1,250 125

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 
a* Exchange Agent for the exchange of Panacon Common Stock for the cash to be delivered in con­
nection with the proposed Merger. Such bank will also act as Exchange Agent for the exchange of 
Panacon Warrants for the cash to be delivered in connection with the proposed Merger.
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Effective Date and Certificate and Warrant Surrender

The Merger will become effective at 9:00 A.M., New York City Time, on the day following the day
die later of the filing of the Agreement in the States of Michigan or Delaware shall have been 

completed (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*
• tilled of the Effective Date of the Merger 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 surrender their Pana- 

« eon stock certificates and Warrants in order to receive the payments to which they are entitled as a re* 
suit 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 all 
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 arc attached hereto as Appendices 1I-A and II-B and reference is made to such Appen­
dices for the complete statement 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 5, 1972) and must, within 20 days 
after such special meeting, object thereto in 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 Meeting. All such objections, demands fur ap-
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pnisal rights and other correspondence, together with such dissenter's stock certificates, should be 
mailed to cither Mr. L. A. Pechstein, Jr., Secretary, Panacon Corporation, 320 South Wayne Avenue, 
Cincinnati. Ohio 45215, or Mr. R. Thompson, Vice President, The Celotex Corporation, 1500 North 
Dale Mabry Highway, Tampa, Florida 33607. The 20 day period commences on the date of the Pana­
eon Special Stockholders Meeting, set for June 2S, 1972 and correspondence must be post marked no 
bter 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 "Federal 
Income Tax Consequences Relating to the Proposed Merger". .

••!
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CAPITALIZATION OF PANACON

The indebtedness and shareholders* equity of Panacon and its subsidiary companies at April 30, 
1972 was as follows: '

■ Amount
Title of Cl ms OutsUstdiac

Long-term debt (including current maturities):
Notes payable:

Note payable to bank—due semi-annually through 1974
(interest at 1% above prime rate)..................................................... $ 3,900,000

8W%> mortgage note payable to insurance company— ,
due monthly through 1984 .................................................................. 5,177,900

6Vt% inventory note payable to insurance company—
due quarterly by 1974(a) .................................................................... 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
5%% note—due annually through 1974 ............................................... 360,000
6% mortgage note payable to insurance company-

due monthly through 1982 .................................................................. 331,915
5%% mortgage note payable to insurance company—due in

varying monthly instalments through 1983 ........................................ 274,855
Due to holders of 5% to 6%% industrial revenue bonds

. in varying annual instalments from 1973 to 1979 .............................. 857,422
Sundry indebtedness—due 1972 to 1977 ............................................... 96,947

Total........................................................................................... 22,515,940
Subordinated debt—non-interest bearing: due in varying semi-annual 

instalments through 1982(c) .................................................................. . 5,671,257
Total......................................:................................................... 828,187,197

Shares
Authorized

Shareholders* Equity:
Common Stock, $1,00 par value(d) ........................................................... 25,000,000 2 8,265,156
Class A Common Stock, $1.00 par value(e) .............................................  7,356,000 7,356,000
Paid-in capital............................................................................................... 13,301,034
Retained earnings ....................................................................................... 27,450,791

’ Total........................................................................................... $56,372,981

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

(b) These notes were issued as a dividend to Glen 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 thereof. Panacon has been informed that one half ($4,000,000) of such notes
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have recently been repurchased by Glen Alden. See 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 each $10 of unpaid 
principal. At April 30. 1972, Cclotcx held $1,96S.S79 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 6,523,739 shares of Panacon Common Stock owned by Celotex, which stock was pur­
chased by Celotex from Glen 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 (see note e) . . 7,356,000
Subordinated notes (see note c)...........  567,126

Upon exercise of: '
Stock options granted............................. 242,000
Stock options available for grant.........  186,500
Warrants ............. ..............................81,738'

Total........................   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 five years ending April 30,1977 is as follows:
' Tun Esdiog April 30, Amount

1973 ............................................................. $4,872,909
1974 ................................................................ 5,418,643
1975 ............................................................. 7,911,991
1976 ............................................................... 1,664,357
1977 ...........................................   1,708,705

(g) 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
Panacon 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 April 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 Directors out of funds legally available therefor. Under 
the loan agreements, dividends arc restricted to the lesser of (i) eamings after January 1, 1970, in
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excess of $10,000,000, or (if) one-half of aggregate earnings after January 1, 1970. Upon liquidation, 
the holders of Class A Common Stock are entitled 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 
per share and thereafter die 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 
tor 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 (%) affirmative vote of the total number of shares of each class 
of Panacons outstanding capital stock would be required for adoption of such proposal. However, on 
May 30, 1972, all outstanding shares of Class A Common Stock were converted into Common Stock. 
All stockholders arc 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 doss 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-asscssable, 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 tabic sets forth the range 
of reported high and low closing prices of Panacons (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:

Hi lb Low
1967 ........................................................................ 4%" 1%

1968 ........................................................................ 6% 3%
1969 ........................................................................ 9 3%
1970 lft Quarter................................................... 4% 3%

2nd Quarter................................................... 4% 1%
3rd Quarter................................................... 2% 214
4th Quarter................................................... 2% 2 %

1971 1st Quarter.................................................. 4 2%
2nd Quarter................................................... 4% 3%

• 3rd Quarter.................................................. 4y< 3%
’ 4th Quarter.................................................. 3% 3V4

1972 1st 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 contained in the Agreement described elsewhere herein) the closing sales price of 
Panacons Common Stock on the Midwest Stock Exchange was $3,125.
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DIVIDENDS

1

Panacon (formerly Briggs) declared no dividends on its stock for more than the past five (5) 
yean. Carey and its predecessor, prior to merger with Panncon. paid dividends of $403,000 in 1967: 
$1,500,000 in 1963; and $10,000,000 in 1969. The 1969 dividend was an 8%9o note payable in varying 

amounts through 1974. Both the 1963 and 1969 dividends were paid to Glen Alden.

Agreements covering certain of the indebtedness 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 $4,456,000 of retained earnings were available for payment of 
dividends at December 31, 1971.

«
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Sl)s*»lARY OF CONSOLIDATED OPERATIONS 

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 Dollarsl

Net sales (Note A).......................................
1967

$126,338
1968

5144,147
1969

$158,578
1970

$157,152
1971

$180,925
Cost of products sold................................... $108,731 $117,171 S12S.161 S131.033 $145,787
Interest expense (Note B)......................... .. $ 1.926 $ 1,750 S 1.9S9 $ 3,024 $ 2.267
Provision for income taxes (Note C)......... $ 1.031 $ 4.225 $ 5.180 S 2.188 $ 5.581
Income (loss) before extraordinary items.. $ (1,661) $ 2,651 $ 4,184 $ 3,072 $ 6,138
Extraordinary items (Note D)................... (411) 384 406 793 4.453
Net income (loss) (Note A)......................... $ (2.072) $ 3.035 $ 4,590 $ 3.865 $ 10,591

Earnings per share (Note E):
Primary:

' Income (loss) before extraordinary
items.................................................... $(.11) $.17 $.27 $.20 $.39

Extraordinary items............................. (.03) .03 .03 .05 .28
Net income (loss)................................ $(.14) $.20 $.30 $.25 $.67

Fully diluted:
•

Income (loss) before extraordinary
items................................................... • $.17 $.26 $.19 $.38

Extraordinary items............................. • .02 .03 .05 .27
Net income (loss).................................. • $.19 $.29 $.24 $.65
*Aatid3ut>v«

Sm notes to Summery of Consolidated Operations.
« •
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NOTES TO SUMMARY OF CONSOLIDATED OPERATIONS

A. Reconciliation of Net Sales and Net Income (Lose):
La 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 tales and net income (loss) as previously reported to those shown in the summary is as 
follows: '

(In Thousands of Dollars)

Net sales:
1967 1968 1969

Briggs, as previously reported....................................... $ 47,515 5 52,386
Adjustment to reflect the pooling of Carey................ ... 85,047 96.632 106,192

Net sales, as adjusted..............................................
Net income (loss): '

S144.147 5158,578

Briggs, as previously reported....................................... $ (1,635) $ 781
Adjustment to reflect the pooling of Carey................. ... 1,280 4,670 3,809

Net income (loss), as adjusted.............................. ... $ (2,072) $ 3,035 $ 4,590

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

$156,500; 1969—5135,000; 1970—5125,000; 1971—5117,000.

C. Provision for Income Taxes:

(In Thousands of Dollars)
Current___________ _____ Deferred

Total
United
States Canadian Other

United
States Canadian

3967 61,031 $ (925) $1,252 $ 1 $281 $422
1968 <225 2,033 2,059 45 317 (229)
1969 5,180 2,299 2,142 57 443 239
1970 2,188 (ID 1,090 40 689 380
1971 5£81 4,387 1,453 204 (767) 304

The United States current provision has been reduced by investment tax credits 
otilized as follows: 1967—565,000; 1968—5500,000; 1969—575,000 and 1971—566,000. The 
investment tax credit was repealed during 1969 and was restored during 1971.
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C. Pro vision for Income Taxes (Continued):
Prior to June 1967, The Philip Carey Manufacturing Company, predecessor of Carey, 

filed separate income tax returns; after that date Carey joined with its parent company, 
Glen Alden Corporation ("Glen Alden”), in filing consolidated United States and certain state 
income tax returns. The year ended December 31,1967 includes a 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 losses arose are subject to examination by the Internal Revenue Service.

D. Extraordinary Items:

Loss on the abandonment of certain plant 
assets, less applicable income tax effect of $334.. 

Loss on disposals of subsidiaries,
plant and equipment................................................

Excess of insurance proceeds received over net 
book value of assets destroyed by fire, less
applicable income tax effect of $142.....................

Tax benefit from utilization of federal income
tax operating loss carryforwards............................

Total...............................................

(In Thousands of Dollars)
1967 1968 1969 1970 1971

$(362)

(49)

$384

$406 $793 $4.453
$(411) $384 $406 $793 $4.453

E. Earnings per Share:
Shares used in computing earnings per share are as follows:

1967 1968 1969 1970 1971
Primary 15,327,243 15,327,243 15,352,189 15,596,197 15,665,305
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 common 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.
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F. Dividends:
Pena con (formerly Brigga) declared no dividends during the five yean ended Decern* 

her 31, 1971. Carey and its predecessor prior to the pooling transaction with Briggs, p^id 
dividends of $403,000 in 1967; $1,500,000 in 1968; and $10,000,000 in 1969. The 1969 dividend 
was an 8H % 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 as follows:

Primary:
Income before extraordinary item
Extraordinary item .....................
Net income..................................

Fully diluted:
Income before extraordinary item
Extraordinary item .....................
Net income..................................

Three Months Ended 
Much 31,

1972 1971

$.12 $-0­
.07 . —Q-

$.19 $-0—
sssss rr/ r-

$.H $—0_
.07 —

$.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 three 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 variety of products for use 

in the building construction industry and (ii) in the mining and milling of asbestos 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 Carev 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 presently 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 
1967*1969. to reflect the merger between New Carey and Briggs on a pooling of interests basis:

NetScles(l) Operating Income! 2)
Line of Business

Manufacture of 
Building Construe*

1967 1968 1969 1970 mi 19G7 1968 1969 1970 1971

tion Products . ... 
Mining and Sale of

80% 83% 84% 87% 91% (151%) 57% 63% 60% 78%

Abestos Fibres .. 6% 6% e% 6% 6% 231% 43% 35% 49% 25%
L Excludes intercompany sales.
2. Operating income represents income before interest 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 1967 
through 1971 of each product group which contributed 1 0% or more to net sales in either 1970 or 1971:

1967 1968 1969 1970 1971

Asphalt Roofing Products . ’. ................................ 28% 31% 32% 33% 38%
Water Heaters ................... ................................ 3% 10% 11% 13% 12%

Panacon’s activities are conducted by the following divisions and subsidiaries:
Division or Subsidiary Principal Business

Philip Carey-Company ...........
Philip Carey Corporation.........
Briggs Manufacturing Company

Republic Heater Company ___
Miami-Carey Company.............
Miami-Carey Ltd.........................
Carey-Canadian Mines. Ltd. 
Carey-Canadian Asbestos . .

Building and industrial products 
Asbestos paper
Porcelain-on-stcel and vitreous 

china plumbing fixtures 
Water heaters 
Cabinets, hoods, etc.
Cabinets, hoods, etc.
Asbestos fibres (mining and milling) 
Asbestos fibres (sales)

20



Manufactured 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 plank and tile and asphalt compounds for electronic 
equipment, and a number of asbestos based products, such as asbestos cement fiat 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 talc, tar and waste paper. 
During the last four yean the division has purchased between 409b and 559o 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, 197S, 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 399b 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 
arc available from a number of sources.

Republic Heater 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”, “Hcatmaster", 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 509c of the water heaters sold are for the replacement market and 
the balance arc used in connection with new building construction and for the mobile home industry. 
This division is divided into three subdivisions with plant sites in Dallas, Texas; Los Angeles, Califor­
nia; and Portland, Orcgoa Each of these subdivisions lias its own general manager, and sales, produc-
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tion and financial staff. In December, 1971, Republic Heater Company dosed operations at its Erie, 
Pennsylvania plant

The prindpal 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 prindpal fabricated products of Miami-Carey Company are bathroom cabinets, 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 mirrors, 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 prindpal raw materials and components used by Miami-Carey Company are steel, plate and 
float glass, and electric motors and switches, all of which aire available in adequate supply from a num­
ber of sources. *

This division has its own sales organization which operates through eight sales offices throughout 
die 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 warehouses in nine other locations. Trans­
portation of Panacon’s products is primarily by truck (utilizing common and contract carriers and com­
pany owned 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 area.

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 urea of Zones C, D and E. 
It h;is open pit mining rights in the land area of Zone 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 underlying 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 Zone 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 year) and such 
estimated yields, this amounts to approximately 19Vz 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 2S.700.000. tons of this additional material is of 
substantially the same quality as the fibre currently being mined. The balance appears 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 commercially.

The Carey-Canadian mines are known as short fibre mines, 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 
Carey-Canadian owns and operates.

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

Thousand* of Tons 
——~1 ■ - ■ Percentage

Rock Fibre of Fibre 
Tear Milled Recovered Recovered

1967 ....................... 1,051 177 16.8%
19GS* .............  1,238 200 155
1969 ....................... 1,351 200 14.8
1970 ..................... 1,406 195 13.9
1971 ...................... 1,505 206 13.7

Direct
Operating

Costs
Per Ton 
of Rock 
Milled*

Revenue 
Per Ton

Percentage of 
Revenue Value 
Attributable To

Milled Fibre Shorts

$455 8S.85 30% 70%
3.86 8.44 35 65
3.92 8.45 37 63
3.93 7.43 35 62
4.04 6.S6 30 70

* Direct operating costs exclude depreciation, depletion and selling and administrative expenses. 
Tlu> costs per ton of rock milled for such excluded cost items for the vears ended December 31, 
1967,1968,1969,1970 and 1971, were $.96, $.81, $.S2, $.SS and $.SS respectively.
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There have been no material changes in mining conditions or in the deposit being mined at 
these mines oxer die past several years and none arc anticipated, other than normal variations which 
may result from the relocation, if any, of mining operations and the type and quantity of fibre 
produced.

The Percentage of Fibre Recovered and die percentage of such Fibre which is classified as 
"Asbestos Shorts" as compared with "Asbestos Fibres" varies from one site of extraction to 
another. The downward trends in Percentage of Fibre Recovered and amount attributable to 
Asbestos Shorts reversed during 1971. Part of the downward trend to recovery 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 ivith the result that more fine material must be disposed of. Gists may increase in the 
future due to increased ratio of waste removed to asbestos-bearing rock obtained as the depth of 
die pits increases. Hauling and water pumping costs also increase for the same reason.

All fibre sales of Carey-Canadian, except to customers in Canada, are made through Carey- 
Canadian Asbestos. In 1971 Philip Carey Company' and Philip Carry Corporation accounted for 
approximately 13% of total fibres shipped by Carey-Canadian in terms of sales value and approxi­
mately 8% in terms of tonnage. During the year ended Decemhcr 31, 1971. approximately 4S% of 
fibre sales by Carey-Canadian and Panacon (excluding intercompany 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. 72% were made to seven customers and to nineteen distributors 
who re-sell to a number of customers.

Other Activities
Prior to January 1. 1972, Panacon operated a chain of retail 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 one 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", elsewhere 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, 1971, 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 employees 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 tvx’o in 1975. There were several short-term work stoppages in 1968 and 1969 at plants of 
Briggs. There xvere no material work stoppages in 1970. In October. 1971 then* was a strike at the Erie 
plant of Republic Heater Company which contin ued until the plant xx*as closed in December. During 
most of April, 1972 there was a strike at the Abingdon plant of Briggs. In the judgment of l’anacon's 
management, neither strike had nor will have a significant effect on earnings for 1971 and 1972. There 
have been no other material xx*ork 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 employee benefit plans providing life insurance, sickness 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 number of both smaller and forger companies. Management believes, on the basis of informa* 
tion available to it, that Carey-Canadian Mines, Ltd. is one of the free worlds leading producers of 
asbestos fibres and ranks fifth in sales volume among asbestos mines in Canada. Briggs Manufactur­
ing Company is believed by management to be one of the leading producers of poroelain-on*steel 
bathtubs in the United States, which bathtubs represent approximately 409o of the total United States 
bathtub market, the balance consisting almost entirely of porcefoin-on*east iron bathtubs which gen­
erally sell at higher prices than porcefoin-on-stccl 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 divisions 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:

Location
Principal

Operations Buildings

Lockland, Ohio 
(Cincinnati)

Manufacture of the division’s 
complete line of building and 
industrial products. .

1,090,660 sq. ft.

Perth Amboy, New Jersey Manufacture of dry felt, 
saturated felts, asphalt 
shingles and roll roofings, and 
asphalt sealants and coatings.

219,130 sq.ft.

Wilmington, Illinois Manufacture of dry felt, 
saturated felts, asphalt 
shingles and roll roofings, and 
asphalt sealants and coatings. ’

278,630 sq. ft

Memphis, Tennessee • Manufacture of dry felt, 
saturated felts, asphalt '
shingles and roll roofings, and 
asphalt sealants and coatings.

133,400 sq. ft.

Houston, Texas Manufacture of dry felt, 
saturated felts, asphalt 
shingles and roll roofings, and 
asphalt sealants and coatings.

88,700 sq ft

Linden, New Jersey Manufacture of asbestos papers. 80,472 sq. ft
Mumisburg. Ohio Manufacture of dry felt. 70,000 sq. ft.
. A plant for the manufacture of urethane insulation was recently constructed at Elizabethtown, 

Kentucky and is currently commencing operations. The plant, comprising 40,000 square feet, was 
financed 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:

Mncxpal
Location Operations

Sterling Heights, Michigan.................Manufacture of procelain-on*steel plumb­
ing fixtures, and contract stamping and 
painting operations.

Abingdon, Illinois .......................... Manufacture of vitreous china plumbing
fixtures.

Robinson, Illinois..................................Manufacture of vitreous china plumbing
fixtures.

Buildings

371,000 sq.ft.

339.638 sq.ft. 

411.678 sq. ft.

The Sterling Heights and Abingdon plants are owned. The Robinson plant is leased under a lease 
expiring in 19S4. See Item 10 of “Certain Transactions” elsewhere herein. The Sterling Heights plant 
has capacity available for substantially increased production 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 ■ Buddings

Dallas, Texas ........................................Manufacture of gas and electric water 136,000 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................................Currendy inactive. . 93,870 sq. ft

The Dallas and Erie plants are owned and the Los Angeles and Portland plants are leased under 
agreements expiring on November 30, 1978. and October 31, 1973, respectively. All of Republic 
Heaters 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 
a second shift basis. '

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

Principal
Location Operations Budding*

Monroe, Ohio.............................. ........Manufacture of bathroom cabinets, mir­
rors, range hoods, kitchen and bathroom 
fans and fluorescent light fixtures. ■

318,400 sq. ft.

Swainsboro, Georgia ...................
chimes, transformers and push buttons.

35,000 sq. ft.

Santa Fe Springs, California___
(Los Angeles)

........Manufacture of bathroom cabinets, range
hoods, apartment mail boxes and as­
sembly of decorative wall mirrors.

87,300 sq.ft.

Cincinnati, Ohio ....................... 11,200 sq. ft'
The Monroe and Swainsboro plants are owned. The lease on the Santa Fe Springs plant expires 

in 1996 and the lease on the Cincinnati plant expires in 1974. These plants have capacity for substan­
tially increased production.
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Miami-Carcy 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 processes 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 
5,000 tons per day, close to the mills 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 fixture 

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 
Government 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 5, 
1970 to Brand Insulations, Inc. .

CERTAIN TRANSACTIONS .
L 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 arms-length bargain­
ing. Both parties at the time of the merger were under common control of Glen Alden, and its parent, 
Rapid-American Corporation ("Rapid"). Glen 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 Briggs were directors and officers of 
Clcn Alden. In addition, Messrs. S. A. Spencer, then President and a director of Briggs, and P. A. 
Johnston were directors of both Briggs and New Carey. As a result of the merger and the exercise of 
an option to acquire shares hold by Bankers Life and C;isualtv Company ("Bankers Life"), Glen Alden 
became the owner of 6,523,739 shares of the Common Stock of Panacon and 7,356,000 shares of the 
Class A Common Stock of Panacon. These Shari's represented approximately 799o of the voting power 
of the outstanding securities of Panacon.
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2. A predecessor to New Carey, The Philip Carey Manufacturing Company (“Old Carey"), 
which continued a business founded in 1873, was merged into Glen A\dcn on June 1. 19G7. which 
simultaneously therewith transferred the assets and business of Old Carey to New Carey which it 
had formed for such a purpose. From and after September, 1967, there were substantial management 
changes at aU 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 Briggs management discontinued substantial plant oper* 
ations and terminated the brass fittings, air conditioning, sign manufacturing, and aircraft engine re­
pair businesses in which Briggs and certain of its subsidiaries had previously been engaged. Pursuant 
to the merger agreement between New Carey and Briggs effective April 9, 1970, the chief executive 
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 Clen Alden to the date of the
merger of New Carey into Briggs. Panacon has not been included in Clen Aldcns 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 S36,698 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 made interest-bearing loans to Clen Alden 
or its subsidiaries. The largest principal amount of such loans outstanding at any one time within the 
last three years was $2^00,000. All of such loans have been discharged, except for an «SVz'Zo 8750,000 
(Canadian dollars) loan to an affiliated company of Glen Alden due on or before December 27, 1974.

5. Prior to the merger of New Carey into Briggs, New Carey, in December, 1969, issued its 8*A% 
$10,000,000 Promissory Note, maturing June 30, 1974, to Clen 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, Clen 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. Clen 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 $1,895,451 and the aggregate interest paid to Clen 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 guaranteed by Bankers Life and Clen 
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 shown are as of Novem­
ber 30, 1969):

(i) 6%% mortgage note payable to Bankers Life in the aggregate principal amount of 
$6,569,000;

(ii) 6H% inventory note payable to Bankers Life and guaranteed as to one-half of principal 
and accrued interest by Clen Alden, in the principal amount of $3,575,000 including accrued in­
terest;
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(ill) subordinated debt payable to trade creditors in the principal amount of S3.9S9.000 (see
ttrtn 12 below); and

(Jv) subordinated debt payable' to Glen Aldcn in the principal amount of $2,042,000. (These 
with remaining principal balance of $1,96S,S79 were sold by Clcn Aldcn to Celotex for

$1,350,000 in cash on April 17, 1972.)

flie difference between the above amounts and comparable items shown in the Capitalization 
elsewhere herein, represents principal payments made during the period November 30, 1969 

ifcfuugb April 30, 19/2.

There are no minimum deposit requirements under any of the foregoing indebtedness, no amend- 
avnt was made in the interest payable on items (i) and (ii) above, and, as a result of the amendments 
■vide, items (iii) and (iv) above do not bear any interest. Insofar as the changes to items (i), (ii) and 
;iv) above are concerned, the amendments made did not represent arm’s-length bargaining. Rapid has 
no 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 $3,9S9.000 payable to trade 
creditors of Briggs and $2,042,000 payable to Glen Alden to agree to the amendments referred to above, 
on December 29, 1969, Briggs issued to the holders of such indebtedness 244,356 “bonus shares’* of 
Briggs common stock which Briggs had previously been obligated to issue by 1972. Of these "bonus 
shares," 81,031 shares were received by Glen Alden. The remaining 163,325 shares of stock were re­
ceived by other trade creditors. None 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 aggregate market quotation value of 
$916,335, and the shares received by Glen Alden had an aggregate market quotation value of $303,S66.

8. During the years ended December 31, 1970 and 1971 and the period January 1, through 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 Aldcn's employees as­
signed to Panacon. Included in such amounts are $150,000, S145.000 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 services, $125,000. $125,000 and $46,875, respectively, 
were pursuant to an employment agreement with Glen Aldcn dated January 1, 1969, as amended 
July 30, 1970 for his full time services from January 1, 1970 to December 31, 1973 as an executive 
of Clen Aldcn 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 Aldcn for Mr. Tennesson’s sal­
ary, effective May 16,1972.

9. Until 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 6promissory notes of the acquiring corporation payable in various 
instalments from June 30, 1974 through December 31, 19S6 for the balance.

10. Panacon is obligated under an agreement dated October 28, 1964 to pay rrntal of $10,000 per 
month with respect to most of die plant facilities, machinery and equipment located at its Robinson,

<■
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Illinois, plant, which are leased from Panacon's Hourly Paid Employees’ Retirement Plan and Salaried 
Employees’ Pension Plan. In the opinion of Management of Panacon. the rentals payable arc compar­
able to rentals which would be payable for similar facilities, machiucry and equipment leased from un­
affiliated persons.

11. Panacon and Celotex and United States Pipe and Foundry Company (“U. S. Pipe”), another 
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 year 1971 and the first three 
months of 1972, Panacon purchased an aggregate of approximately $-150,000 of materials from Celotex. 
During the same period Panacon made sales of approximately $325,000 of its materials to Celotex and 
U. S. Pipe.

12. In addition to the subordinated debt of Panacon purchased by Celotex from Clcn Alden for 
$1,350,000 (See "Solicitation of Proxies”) Celotex has made an offer to the holders thereof 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 S2.53S.60S, representing approximately the same 
683679c of principal amount paid by Celotex to Glen Alden for its comparable debt of Panacon. Such 
offer expires June 21, 1972. (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, represented 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 (%) affirmative vote of the total number of shares of Panacon's 
Common Stock is required for adoption of the Agreement. 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 Corporation:
We have examined the consolidated balance sheet of Panacon Corporation and subsidiary com* 

panies as of December 31, 1971, the related statements of consolidated income, shareholders' equity, 
and changes in financial position for the three years then ended, 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 generally 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 years ended December 31. 1969.

In our opinion, based on our examination and the opinion of Price Waterhouse & Co. referred 
to above, the above-mentioned consolidated financial .statements present fairly the financial position of 
Panacon Corporation and subsidiary companies 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 summary 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 financial 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 Briggs Manufacturing Company. Our examinations were 
made in accordance with generally accepted auditing standards and accordingly included such tests 
of the accounting records and such other auditing procedures as we 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 presented separately herein) present fairly the results of operations and the changes in 
financial 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 companies as then constituted (not presented herein) 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 * PRICE WATERHOUSE & CO.
March 23,1970 (except for the matter . '

described in the second preceding para­
graph for which the date is April 9,1970)
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STATEMENT OF CONSOLIDATED INCOME 
FOR THE THREE YEARS ENDED DECEMBER 31. 1971

PANACON CORPORATION
AND SUBSIDIARY COMPANIES

1969 1970 1971

REVENUES:
Net sales (Note A)..................................................................... $153,578,150 $157,152,392 $180,925,025
Other—net.................................................................................. 1.013.938 491.886- 203.626

Total................................................................. 159.592.088 157.644.278 181.123.651

COSTS AND EXPENSES:
Coot of products sold................................................................. 128.161,792 131,032,535 145,786,753
Marketing, administrative and other expenses....................... 20,076,419 18,328,879 21,355,087
Interest and debt expense (Notes 4 and B):

Short-term............................................................................... 426,153 660,374 256.187
Long-term.....................................................................-------- 1,563,390 2,463,452 2,011,082

Federal, foreign, and state income taxes (Notes 6 and C)__ 5.180.000 2.187.546 5.581.249
Total...........'..................................................... 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............................................................... 406.000 793.412 4.453.000

NET INCOME (Note A)............................................................ $ 4.590.334 5 3.864.904 5 10.591.293

EARNINGS PER SHARE (Notes 13 and E):
Primary:

Income before extraordinary item....................................... $.27 $.20 $.39
Extraordinary item........................................... .......... .. .03 .05 .28
Net income........ .................................................................... 3.30 5.25 S.67

Fully diluted:
. Income before extraordinary item...................................... $.26 $.19 $.38

Extraordinary item................................................................ .03 .05 .27
Net income.............................................................................. S.29 5.24 5.65

See notes to financial statements for numerical references and notes to Summary of Consolidated Operations 
for alphabetical references.
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PANACON CORPORATION

AND SUBSIDIARY COMPANIES

CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1971

ASSETS

CURRENT ASSETS:
Cash....................................................................................................................................................... S 8,464.504
Trad* * receivables, less allowance of $1,333,030 .................................................................................... 25,223,135
Inventories (Note 2)................................................................................................................................. 25,374,746
Other receivables and prepaid expenses.................................................................   3,484,572

Total current assets....................................................................................................... 60.548.957

PROPERTY, PLANT AND EQUIPMENT (Note 3)....................................................................... 91,529,468
Less accumulated depreciation and depletion................................................................. ........... 49.579.199

• Property, plant and equipment—net...................................................................... 41.950,269

OTHER ASSETS:
Intangibles (Note 4).................................................................................. ;........................................ 453,974
Unamortized debt expense (Note 4)................................................................................................... 553,480
Deferred charges and sundry, lass allowance of $135,000................................................................ 2,501,452

Total........................................................................................................................... 3,508,906

Total...............................................................

See notes to financial statements.
$106,008.132
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CONSOLIDATED BALANCE SHEET 
DECEMBER 31. 1971

PANACON CORPORATION
AND SUBSIDIARY COMPANIES

LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT LIABILITIES:
Current maturities of long-term debt (Notes 2 sad 5)..................................................................... $ 4,961,709

. Trade payable*................................................................................................................................................8,003,096
Accrued liabilities:

Salaries, wages, commissions and bonuses.................................................................................    2,661,702
Miscellaneous taxes withheld and accrued..................................................................................... 1,314,034
Interest............................................................................................................................................... 278,249
Other.................................................................................. :.............................................................. 2,059,691

Total current liabilitiss.............................................................................................. 20,176,4'gl

LONG-TERM DEBT. LESS CURRENT MATURITIES (Notes 2 and 5):
Notes payable....................... t.............................................................................................................. 18,639,438
Subordinated debt.........................................................................................................................  6,360,475

Total............................................................................................................................ ' 23,999,913

RESERVES AND OTHER LIABILITIES:
Bonded roofs.......................................................................................................................................... 4,125,941
Deferred income taxes (Note 6)......    3,428,028
Pensions (Note 8).................................................................................................................................. 1,922,011

Total............................................................................................................................ 9,476.980

SHAREHOLDERS' EQUITY (eee statement):
Common stock (Notes 7,10 and 11)................................................................................................. 8,251,269
Class A common stock (Note 7).......................................................................................................   7,356,000
Paid-in capital.............................................   13,284,967
Retained earnings (Note 5)............................................................................................ .................... 23,461,522
• Shareholders’ equity........... ....................................................................................... 62,353,758

COMMITMENTS AND CONTINGENT LIABILITIES (Note 12).
Total.......................................................................................................... 8106.00S.132

See notes to financial statements.

«
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PANACON CORPORATION
AND SUBSIDIARY COMPANIES

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

Common
Stock

Class A
Common

Stock
Paid-In
Capital

Retained
Eareinc*

BALANCE. DECEMBER 31, 1963.............
Nat income................................................... .
Share* issued to trade creditor*.................
Stock option* exercised and

other shares issued....................................
Dividend of merged company....................

.... 18,600

8 7,356,000 813,172,995

267,644

42,900

814,414,991
4,590,334

(10.000.000)

BALANCE. DECEMBER 31,1969.............
Net income.....................................................
Mercer expenses............................................
Sundry................................... ........................

.... 8,234,099

.... 24

7,356.000 13,483,539

(221,193)
* 139

9,005.325
3,864,904

BALANCE. DECEMBER 31.1970...............
Net income........................................... ...... .
Stock options and warrants exercised.........

... 8,234,123

.... 17.146

7,356,000 13,262,485

22.482

12,870.229
10,591,293

BALANCE, DECEMBER 31,1971............... $ 7.356.000 813.234.967 823.461.522

See note* to financial statement*.
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STATEMENT OF CHANGES IN CONSOLIDATED FINANCIAL POSITION 
FOE THE THEEE YEARS ENDED DECEMBER 31, 1971

PANACON CORPORATION
AND SUBSIDIARY COMPANIES

1969 1970 1971

SOURCE OF FUNDS:
Opera tiona:

Income before extraordinary item........................................... . f 4,184.334 8 3,071,492 $ 6,138,293
Pro virion for depreciation and depletion................................ . 3,273,907 3,360,352 . 3,418,514
Defatted income tax proviaion................................................. . 681.522 1.068.345 (462.734)

Total from operationa before extraordinary item ___ . 8,139,763 7,500,189 9,094,073
Extraordinary item—tax benefit from utilization of

federal income tax operating loaa carryforward..................... . 406,000 793.412 4.453.000
' 8,545,763 8,293,601 13,547,073

Decreaae in trade teceivablaa................................................... 40,869
Dccreaae in inventoriea........ ................................................... 1,686,704
Decreaae in other reeeivablee and prepaid expenaea.............. . 1,425,998 ' 14,016 858,053
Increaae in notea payable to bank...........................................
Xncreaae in trade payablea........................................................

. 150,000

. 1,808,255
1,500,000

Increaae in accrued liabilitiea...................................................
Increaae in long-term debt................................................... ... . 11,541,538

1,878,793

Increaae in penaiona.................................................................. 703.616 1.218.395
23,471.554 12.238.806 17.502.314

APPLICATION OF FUNDS:
Increaae in trade receivahlea............................... .................. . 4,733,051 253.439
Increaae in inventoriea... ..................................................... . 3,565,585 3,054.843
Additiona to property, plant and equipment—net................ . 4,738,909 2,658,001 3,511.828
Decreaae in notea payable to bank.......................................... 1,650.000
Decreaae in trade payablea....................................................... 2,524.982 1,971,920
Decreaae in accrued liabilitiea.................................................. . 2,332^28 1,517,527
Decreaae in long-term debt......................................................
Dividend paid................... .......................... ............................. . 10,000,000

3,903,255 4,864.633

Other—net............................................................................... . . 559.651 853.560 81.994
25.929.424 11.457.325 15.288.657

INCREASE (DECREASE) IN CASH........................................ . (2,457,870) 781,481 2,113,657
CASH:

Beginning of year...................................................................... . 6.027,236 3.569.366 4.350.847
End of year................................................................................ . $ 3.569,366 8 4.350.847 $ 6.464.504

Set aotae to financial atatementa.
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PANACON CORPORATION
AND SUBSIDIARY COMPANIES

NOTES TO FINANCIAL STATEMENTS

L PRINCIPLES OF CONSOLIDATION
Hie 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 refected 
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 refected in income.

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

Current assets....................................................................................... $ 8,731,910
Property, plant and equipment-net.......................................   8,420,993
Other assets............................................................................................ 1,324,546

Total assets............................................................................ 18,477,449
Current liabilities...................    1,632,078
Sundry noncurzent items..................................................................    2,843,508

Total liabilities...................................................................... 4,475,586
Net assets...............   $14,001,863

Net sales (including inter-company sales) of Canadian subsidiaries for 1969, 1970 and 
1971 were $11,927,105, .$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 
foods 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 followinf:

Standard
First-in, Costs
First-out Adjusted to

or Average Approximate Retail
Cost Actual Cost Method Total

Finished goods.......................... $ 298,099 $11,059,577 $ 1,514,059 • $12,871,735
Work in process....................... 2,305,138 2,305,138
Raw materials.......................... 3,901,532 6,296.34110,197,873

Total................................... $ 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.

3. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment at December 31,1971, stated at cost, consisted of the

following:
Land and improvements.................................................................................. $ 4,993,013
Buildings.............................................................................................................  26,895,686
Machinery and equipment.......................................   58,167,781
Construction in progress..................................................................................  1,472,988

Total.....................................................................................................$91,529,468

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

Buildings............................................................ .................................... 10 to 50 years
Machinery and equipment.................................................................... 3 to 25 years

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 depredation. 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.

5. LONG-TERM DEBT
The long-term debt, less current maturities, consisted of the following at December 31,

1971: .
Notes payable:

Note payable to bank—due semi-annually through 1974
(interest at 1% above prime rate)............................................................... $ 2,600,000

6M% mortgage note payable to insurance company-
due monthly through 1984.................................... ...................................... 4,811,804

6H% inventory note payable to insurance company-
due quarterly by 1974 .................................................................................. 822,840

8H % notes payable to Glen Alden—due in varying annual 
instalments through 1974—sold, with recourse,
in 1971, to tin affiliated parties.................................................................... 7,000,000

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............. 1,007,610
5H % note—due annually through 1974........................................................ 360,000
6% mortgage note payable to insurance company-

due monthly through 1982 ............................................................................ 316,876
5H % mortgage note payable to insurance company—due in '

varying monthly instalments through 1983 .............................................. 268,838
Due to holders of 5% to 6 industrial revenue bonds

in varying annual instalments from 1973 to 1979.................................... 196,033
3% to 6% sundry indebtedness consisting principally of

mortgages and notes—due 1972 to 1977................................................ 175,437
Total................................................................................................. $18,639.438

Subordinated debt—due in varying semi-annual
instalments through 1982..............................................................................
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6. 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- 

x- 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 principal. 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 hinds 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.

6. INCOME TAXES
The tax provision comprises the following:

Current:
1969 1970 1971

United States......................................... ..............  $2,299,345 $ (10,822) $4,387,000
Canadian............................................... ............... 2,142,133 1,090,143 1,453,015
State........................................................ 39,880 203.968

Total...................................
Deferred:

.............. 4,498.478 1,119,201 6.043,983

United States......................................... .............. 443,480 688,554 (766,922)
Canadian................................... ... 379.791 304,188

Total................................... 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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7. 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 t.o 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.

8. 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.

9. 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 1996.

10. 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 yean ended December 31. 1969, 1970 and 1971 and the options outstanding at 
December 31,1971 is as follows:

Option Price Market Price

Number
Of

Shares

Range
Per

Share Total

Range
Per

Share Total

Options which became 
exercisable during: *

(at date exercisable)
1969................................. . 56.500 $2.10 to $181,015 $5.50 to $321,218

$5.75 $6.75
1970................................. . 82,500 $2.10 to $240,376 $2.25 to $247,859

$5.75 $4.50
1971................................. . 53,969 $2.50 to $156,016 $3.25 to $189,142

$5.75 $4.00

Options exercised during:

(at date exercised)
1969................................. . 15,500 $2.10 to $ 48,650 $4.50 to $ 71,062

$3.25 $5,375
1970........................... . None
1971................................. . 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........................... $2.10 and $140,800 $2.10 and $140,800

$3.25 $3.25
1968........................... $4.00 and 25,063 $4.00 and 25,063

$4,875 $4,875
1969........................... $3,875 and 73,937 $3,875 and 73,937

* $5.75 $5.75
1970........................... $2.50 464,688 $2.50 464,688
1971........................... $3.25 16,250 $3.25 16,250

Total......... .... 265,375 $720.738 $720,738
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11. 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.

12. COMMITMENTS AND CONTINGENT LIABILITIES
The Company is a 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. *

13. 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

■ _______Y«ar Ended December 31

1969 1970 1971
Maintenance and rcpain:

Charted to coat of product! aold....................................
Charted to other accounts............................................. .

Total...............................................................

$5,809,387
161.302

$5.970.689

$7,693,879
204.516

$7,898,395

Depredation, depletion and amortitation:
Charted to coat of products aold....................................
Charted to other account*..............................................

Total..............................................................

$3,181,263
179.089

$3,360,352

$3,194,568
223.946

$3,418,514

Taxes, other than federal income taxes:
Payroll taxes.....................................................................
Property taxes..................................................................
Other taxes........................................................................

Total.................. :..........................................

$2,360,561
1,058,328

243.736
$3,662,625

$2,981,311
1.207.939

415.266
S4.604.566

Charged to cost of products sold....................................
Charged to other accounts.............................................

Total...............................................................

...................... $2,776,900 $3,061,417
601.208

$3,662,625

$3,846,150
758.416

$4,604,566

Rents:
Charged to cost of products sold....................................

■ Charged to other accounts...............................................
/ Total...............................................................

...................... $1,657,647 $2,084,220
971.690

$3,055,910

$1,641,016
1.103.917

$2,744,933

NOTE: Royalty payments were not material la may of the yean.

<
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APPENDIX I

AGREEMENT AND PLAN OF MERCER

Agreement and Plan of Merger (hereinafter called “Agreement of Merger’*), dated as of May 31, 
1972, pursuant to Section 232 of the Cencral Corporation Law of the State of Delaware and Section 
52 of the Cencral Corporation Act of the State of Michigan, between The Celotex Corporation, a Dela­
ware corporation (hereinafter called “Celotex") and a majority of the directors thereof, and Panacon 
Corporation, a Michigan corporation (hereinafter called "Panacon"), and a majority of the 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 Dela­
ware, having been incorporated on August 6, 1964; and

Whereas, 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 hereof have been val­
idly issued and are outstanding, fully paid and non-asscssable 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 13.632.13S shares were, as of May 31.1972, issued 
and outstanding and of 7,336,000 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 registered 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 Cencral Corpora­
tion Act. .

Now, Therefore, 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 effect 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 consent of the holders of the required per­
centages of the issued and outstanding shares of capital stock or shares of each of the corporations, 
and subject to the conditions hereinafter set forth, Panacon shall be and hereby is merged into Celo- 
tea, which corporation shall continue in existence as the surviving corporation; and thereupon 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 Jaw.

Section 2—Certificate of Incorporation. The certificate of incorporation of Cclotcx as in effect at 
die Effective Date of the merger shall continue in full force and effect ns 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 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 arc elected and quali­
fied unless sooner removed or otherwise replaced, in accordance with the certificate of incorporation 
and the By-laws of Celotex.

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

Section 6—Celotex Representation and "Warranties. Celotex represents and warrants:

(a) Organisation 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.

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

(a) Organisation 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 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 Panacon, including without limitation, the conveyances, transfers and deliv­
eries contemplated hereby, have been duly and effectively authorized, and consented to by Pana­
con s Board of Directors.

( V
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Section 8—Manner of Converting Stock. Upon the Effective Date of the merger:

(a) Panacon Common 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 interest, $6.00 (payable 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 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 
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 
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 Effective Date or thereafter.

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

On and after the Effective 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 (pay­
able by bank check or by certified or cashier's check) from Celotex for each share of Common Stock 
included within such Warrant

Section 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, 16% cents par value per share, pursuant to Walters 196$ 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 1954, 
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 arc 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 
end duties, and all and singular, the rights, privileges, powers and franchises of Panacon, and all prop­
erty, real, personal and mixed, tangible and intangible, and all debts due 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 every other 
interest shall be thereafter as effectively the property of Celotex as they were of Panacon, and tire title 
to any real estate vested by deed or otherwise in Panacon shall not revert or be in any way unpaired 
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 
thall 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 been 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.

Section 12—Supplemental Action. If at any time after the Effective Date of the merger Celotex 
shall consider or be advised that any further conveyances, 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 bw, and do all things necessary or proper to vest, 
perfect, or confirm title to such property, rights, privileges, powers and franchises in Celotex, and other­
wise to cany out the provisions of this Agreement of Merger.

Section 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 
m 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 filing with the 
Secretary of State of the State of Delaware or such filing 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. -

Section 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 Coiporation 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 bw. If the merger shall be so consented to, approved and adopted by 
Walter, as sole stockholder of Celotex, and so approved and adopted by die affirmative vote of not 
less than two-thirds of the votes cast at such meeting by the holders of each class of Panacon’s out­
standing stock, the officers of the Constituent 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.

Section 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 hereinabove made by a party, the other



party hereto, may terminate or abandon this Agreement of Merger at any time prior to the Effective 
Date. This Agreement of Merger shall terminate, 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 the 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.

Section 18—Counterparts. This Agreement of Merger shall be executed simultaneously in any 
number of counterparts, each of which shall be deemed an original and all of which together shall con* 
stitute one and the same instrument

Section 19—Limitation of Action. No representation or warranty herein contained shall survive 
the Effective Date.

Section 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 expenses, and Celotex will bear 
all other expenses in connection with the proposed transaction, including the fees and expenses of 
counsel, advisors and accountants and all printing expenses.

In Witness Whereof, the parties to this Agreement of Merger, pursuant to the approval and 
authority duly given by resolutions adopted by their respective Board of Directors, have caused these 
presents to be executed 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.

(Corporate Seal) 

Attest:

THE CELOTEX CORPORATION

By
Vice President

By
Secretary

PANACON CORPORATION

(Corporate Seal) By ........

Attest:

By ............. ...........................................................
* Secretary

A Majority of the Directors of Panacon Corporation:

President
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V APPENDIX H-A

Section 54 of Title 21—General Corporation Act of the Statutes of the State of Michigan
Dissenting shareholders; payment for shares; procedure. Sec. 54. 1. Any shareholder in any cor­

poration of this state consolidating or merging as aforesaid, who was such shareholder at the time such 
consolidation or merger was authorized by the shareholders of such corporation and who voted against 
such consolidation or merger, may within 20 days after such consolidation or merger was so author­
ized object thereto in writing anil demand from either the constituent corporation of which he was a 
shareholder or the resulting corporation payment of the fair cash value of his shares in the constituent 
corporation as of the day preceding 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 effective date of such consolidation or merger shall occur within such 20 days, 
the constituent 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 resulting 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 shareholders 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 collected 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 payment provi­
sions. Upon payment by said corporation of such awarded or agreed fair cash value, such shareholder 
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 shareholder 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 shareholder 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 die constituent corporation shall consent 
thereto. If the consolidation or merger has become effective, 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 vote 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 shareholder 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 bo abandoned or such consent to withdrawal shall be given, such dissenting shareholder 
shall be entitled to any rights which he would otherwise have had during the time when his demand 
for payment was in effect if he had not demanded payment for his shares, except the right to vote at 
meetings of shareholders).
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APPENDIX II-B

Paragraph 1 of Section 44 of Title 21-^-Ccncral Corporation Act of the Statutes of the State of 
Michigan

Rights of shareholders not assenting to certain corporate action. Sec. 44. 1 If a corporation has 
authorized the sale, lease or exchange of all or substantially all of its assets a 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 depreciation in consequence 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 shareholder 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 confirmation 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 final 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 payment 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 Pi;\?T OF MK ER

• Agreement and Plan of Merger (hereinafter called 

"Agreement of. Merger"), dated as of May 31, 1972, pursuant 

to Section 2*2 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 Delaware corporation (hereinafter called "Celotex") and 

Panacon Corporation, a Michigan corporation, (hereinafter 

called "Panacon"), and a majority of the 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 incorporated on August 6, 1964; and

WHEREAS, Panacon is a corporation organized and 

existing under the Laws of the State of Michigan, 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 hereof have been validly issued and are out­

standing, fully paid and non-assessable and owned by Jim 

Walter Corporation, a Florida corporation (hereinafter 

called "Walter"); and

- - r
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WHEREAS, chc authorized capital shares of Panacon 

consists of 25,000,000 shares of Common Stock, $1.00 par 

value ("Cotunon Stock"), of which 15,632,156 shares were, as 

of Kay 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 Boards of Directors of Cclotex and

Panaeon 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 Criswold 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 Corporation Law of the State of Delaware and 

the Michigan General Corporation Act. ’ '

HOT, THEREFORE, Cclotex and Panacon, in considera­

tion 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 effect 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 consent of the holders 

of the required percentages of the issued and outstanding 

shares of capital stock or shares of each of the corporations, 

and subject to the conditions hereinafter set forth, Fanacon 

shall be and hereby is merged into Celotex, which corporation 

shall continue in existence as the surviving corporation; 

and thereupon the separate existence of Fanacon shall cease, 

except Insofar as its existence shall be continued by operation 

of Section 12 hereof or by operation of Michigan law.

. Section 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. '

. Section 3 - Sv-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 amfended 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 stock­

holders of Celotex and until their respective successors 

are elected and qualified unless sooner removed or otherwise 

replaced, in accordance with the certificate of incorporation 

and .the By-laws of Celotex.



"* ' ” ..........Section ? -‘Offleers. The officers ofCelotex

. in office upon the Effective Date of the merger shall 

continue as the officers of the surviving corporation.

Section 6 - Celotex Representations 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 cor­

porate power to carry on its business as now being con­

ducted, 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 deliveries contemplated hereby, have been 

■duly and effectively authorized and consented "to by Celotex' 

Board of Directors. • • • - ' ■

Section 7 - Panacon Representations and Warranties. 

Panacon represents and warrants:

’ (a) 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 cor­

porate power to carry on its business as now being con­

ducted, 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.

■4-
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—.. oo: Authorltv Helntivc to the Afrrenent. — 

That the execution, delivery and performance of the Agreement 

by Panacon, Including without limitation, the conveyances, 

transfers and deliveries contemplated hereby, have been 

duly and effectively authorized and consented to by Panacon's 

Board of Directors.

Section 8 - Manner of Converting Stock. Upon 

the Effective Date of the merger:

(•) Panacon Coatson Stock. Each outstanding . 

share of Common Stock of Panacon (other than each such 

share of Common Stock held by Cclotex) 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.

•(b) Panacon Common Stock Held bv Celotex.

Each outstanding share of Common Stock of Panacon held by 

Celotex shall be cancelled 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 Panacon shall 

be cancelled and no security, cash, or other consideration 

ahall be issued or exchanged 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 Effective Date or thereafter. •



' ■— (c) Cclrit-fx Stork. Each outstanding share

of preferred stock, no par value, and of coanon stock, no 

psr value, of Celotex shall remain unaffected by the merger.

On and after the Effective 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 corporation. '

Section 9 - Warrants^ Upon the Effective Date of 

the merger, each outstanding Conanon Stock Purchase Warrant 

("Warrant") heretofore issued by Panacon under its former 

name, Briggs Manufacturing 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 (payable 

by bank check or by certified or cashier's check) from 

Celotex for each share of Common Stock included within 

such Warrant. '

Section 10 - Stock Options. Upon the Effective 

Date of the merger., each outstanding and unexercised option 

to purchase Panacon Common Stock theretofore granted pursuant 

to Panacon*s 1907 Qualified Stock Option Plan and then held 

by an employee of Panacon shall be converted into an option 

to purchase shares of Walter Common Stock, 16-2/3 cents par 

value per share, pursuant to Walter's 1968 Employees' .

Qualified Stock Option Plan. .The number of shares of the sai 

Walter Common Stock covered by such an option, the purchase 

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



""term* and 'conditions of the'said option shall be‘.determined 

.in accordance with Section 425(a) of the Internal Revenue 

Code o£ 1954, as amended and the applicable regulations 

thereunder. If at any time after the Effective Date, it 

appears that one or more of the conditions which are pro­

hibited by Section 425(a) of the Internal Revenue Code of
4

1954 exist, then the Walter Common Stock options 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 existence of 

Panacon shall cease and Celocex shall possess all of the . 

rights, privileges, powers and franchises both of a public 

and of a private nature of Panacon, subject to all their 

restrictions, disabilities and duties, and all ana singular, 

the rights, privileges, powers and franchises of Panacon, ' 

and all property, real, personal and-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 Celotex as they were of Panacon, 

and the title to any real estate vested by deed or otherwise 

in Panacon shall not revert 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

-7



“Tanacon shall be preserved unimpaired, and all debes, 

liabilities and duties of l’anacon shall upon the Effective 

Date of the merger attach to Cclotcx.ond may be enforced 

against it to the same extent as if such debts, liabilities 

and duties had been incurred or contracted by Celotex.

Any surplus which Panaeon may have upon the Effective Date
*

of the merger may be carried as surplus by Celotex. •

Section 12 - Supplemental Action. If at any tine 

after the Effective Date of the merger Celotex shall consider 

or be advised that any further conveyances, 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, agreements,' documents, instruments and 

assurances in law, 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 Agreement of Merger.

Section 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 AM, New York City Time, on 

the day (herein called the "Effective Date" of the merger) 

following the day chat the later of such filing with the 

Secretary of State of the State of Delaware or such filing 

in the Office of the Administrator of Michigan shall have 

been completed.

• Section 14 - Covenants. From and after the date

hereof and until the Effective Date of the merger, Fanacon 

.shall not issue or sell, or issue rights, warrants or options 

to subscribe to, any shares of any capital stock.

Section 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, pursuant to the General Corporation Law of the 

State of Delaware, and to a vote of the holders of the out­

standing capital stock of Fanacon 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, ps sole stockholder of Celotex, and 

so approved and adopted by the affirmative vote of not less 

than*two-thirds of the votes east at such meeting by the 

holders of each class of Panaeon's outstanding stock, the 

officers of the Constituent Corporations, subject to the



provision of Section 16 hereof, shuli_tal;c A.i^jitcp:; necessary 

in order to make effective the mercer of Panacon into Celotex 

provided for in this Agreement*of Mersey* ' - —

Section 16 - Termination. By mutual written agree­

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

• material breach of a representation or warranty hereinabove

made by a party, the other party hereto, may terminate or 
‘ *

abandon this Agreement of Merger at any time prior to the 

Effective Date. This Agreement of Merger' shall terminate, * 

unless extended, in the event that the merger is not con­

summated 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 amend­

ment may reduce the amount 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 - Counterparts. This Agreement of Merger 

shall be executed 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 instrument.

Section 19 - Limitation of Actions. No representation 

or warranty herein contained shall survive the Effective Date.

Section 20 - Expenses. If the merger is consummated, 

Celotex will bear all the expenses. If the merger is not con- 

suatcaccd, Panacon will bear only its ous 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 all printing expenses.
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_ “ ” IH WITNESS W1EP.E0F, the parties”to this Agreement of

Merger, pursuant to the approval and authority duly given by 

resolutions adopted by their respective Board of Directors, 

have caused these presents to be executed by the Vice President 

and attested by the Secretary of Celotcx and by the President 

and attested by the Secretary of Panacon, and the corporate 

seal affixed, as of the date first above written. *

j-
• THE CELOTEX CORPORATION

I
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' ‘ ■“ I, RICHARD TOOHTSON, Assistant Secretary of The .

Calotex Corporation, a Delaware corporation, hereby certify as 

such Assistant Secretary and under the seal of said corporation 

that the foregoing Agreement and Plan of Merger, after having 

been first approved by resolution duly adopted by the Board 

of Directors of said corporation and executed by its officers 

thereunto duly authorized and by resolution duly adopted 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 

Section 228 of Title 8. of the Delaware Corporation Law, by the 

witten consent of the sole stockholder of The Celotex 

Corporation, which Agreement and Plan of Merger was thereby 

adopted as the act of the said sole stockholder of the said 

The Celotex Corporation, and the duly adopted agreement and 

act of the said corporation.

' WITNESS my hand and the seal of The Celotex

Corporation this 28th day of June, 1972.

Assistant Secretary

(Corporate Seal)

-12-



We. >. J. PI22ITOLA , President, and L- A. rra:;TL'i::. 

Secretary, of Panacon Corporation, a Michigan corporation, 

hereby certify as such President and Secretary and under the 

seal of said corporation that the foregoing Agreement and Plan 

of Merger, after having 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 

thereunto duly authorized and by resolution duly adopted by 

the Board of Directors of The Celotex Corporation, a Dela*;are - 

corporation, and executed by the officers of The Celotex 

Corporation thereinto duly authorized, was duly submitted to 

the shareholders of Panacon Corporation at a special meeting 

of said shareholders in accordance with the requirements of 

Section 52 of the Michigan General Corporation Act for the ' 

purpose of considering and voting for or against the approval . 

of said Agreement 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 ballot in person or 

by proxy was taken for the adoption or rejection of the same, 

and that the votes of shareholders of Panacon Corporation 

representing more than two-thirds (2/3) of the total number 

of shares of each class of its outstanding capital stock were 

for the adoption of said Agreement and Plan of Merger.

WITNESS our hands and the seal of Panacon Corporation 

this 28th day of June, 1972. _ -

President

(Corporate Seal)



I

been duly approved by resolutions adopted by the Boards of 

Directors of-The Celotex Corporation and Panacon Corporation, ' 

respectively, and said Agreement and Plan of Merger having 

been duly signed by a majority of the Directors of Panacon 

Corporation and having been duly executed by the officers 

of The Celotex Corporation and Panacon Corporation, respectively, 

thereunto duly authorized, and said Agreement and Plan of 

Merger having been duly adopted by the shareholders of each 

of said corporations in the manner provided by Section S2 

of the Michigan General Corporation 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 

Viee President and the Assistant Secretary of The Celotex 

Corporation and 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 shareholders of each, 

as the act, deed and agreement of each of said corporations, 

this 28th day of June, 1972.

THE CELOTEX CORPORATION

(Corporate Seal)
Vice President

Attest:

PANACON CORPORATION

President

(Corporate Seal)

14-
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-TATE OF 
COUNTY OF "*vt

as:

BE IT REMEMBERED chat on this 28th day of June, 1972, 

personally came before me, a Notary Public in and for the County 

and State‘aforesaid, J. B. CORDELL . Vice President of

THE CELOTEX CORPORATION, a corporation of the State of Delaware, 

and he duly executed said Agreement and Plan of Merger before • 

me and acknowledged the said 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 

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

corporation is the common or corporate seal of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and 

seal of office the day and year aforesaid. .

(Notarial Seal)

STATE OF Ohio 
COUNTY OF*W../ ss:

Notary Public

trowie t. rusextR «tnnwT a u»
llOTAftV PUtUC * tflAlt or OMIO 
My CrwwnoiWA m ■—m*w

»*47A)fcGi

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

F. J. PIZZITOLA and L. A. PECHSTEIN, JR.

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

they are, respectively, the President and Secretary of Panacon 

Corporation, a Michigan corporation, that the seal affixed to 

the foregoing instrument is the corporate seal of said corporation, 

that said instrument was signed and sealed in behalf of said 

corporation by authority of its Board of Directors and its

shareholders, and the said F. J. PIZZITOLA______________________  and

V. A*. PECHSTEIN. JR. acknowledged the execution

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

corporation. . .

iU.13.tLi
(Notarial Seal)

Notary Public

BOM* I. ntCCMtt Alt mi tt Us 
fcoiur nwuc-utu o»oxe



AMEKDMENT TO AGREEMENT ANb PLAN OF MERGER

' * Amendment to 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 Delaware 

corporation (hereinafter called "Celotex") and Panscon Corporation, 

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 - 

- • WHEREAS, said Agreement of Merger did provide in ;

Section 17 thereof that, subject to certain specified limitations, 

the parties thereto could, after execution of the said Agreement 

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

Agreement of Merger by mutual written agreement approved by their 

.respective Board of Directors; and ' - . .

WHEREAS, the parties thereto desire by this mutual 

written agreement to amend Section 13 of-said Agreement of Merger

to more precisely fix the Effective Date thereof.« #
' NOW, THEREFORE, Celotex and Panacon, in consideration 

of the mutual covenants, agreements and provisions contained herein 

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

of Merger shall be amended as follows: * .*

‘ •
. I *

Section 13 of the Agreement of Merger shall be amended ’

to read as follows:



Section 13 - Effective Dote c •rqcr. Celotex and

Panacon shall eauaa 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 

Lav 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. She merger provided for in this Agreement 

of Merger shall become effective at 9x00 AM, Mew York City Time, on 

June 30, 1972 (herein called the "Effective Date" of the merger). '

IH WITNESS WHEREOF, the parties to.this Amendment to the 

Agreement of Merger, pursuant to the approval and authority duly 

given by resolutions adopted by their respective Board of Directors, 

have caused these presents to be executed by the'Vice President and 

attested by the Assistant Secretary of Celotex and by the President 

and attested by the Secretary of Panacon, and the corporate seal 

affixed. '

IBS CELOTEX CORPORATION
\ §
« .*

(Corporate Seal)
Vice President

ATTEST* • ^ ■

Assistant Secretary

(Corporate Seal) 

ATTEST* ‘

PANACON CORPORATION

»y_ f/> Ve^,
Secretary T



I, RICHARD THOMPSON, Assistant Secretary of The Celotex

&■

Corporation, a Delaware corporation, hereby certify aa auch Assistant 

Secretary and under the aeal of said corporation that the foregoing 

Aaendaent to the Agreesient and Plan of Merger, was first approved by 

resolution duly adopted by the Board of Directors of said corporation 

and executed by its officers thereunto duly authorised.

WITNESS ay hand and the seal of The Celotex Corporation 

this 28th day of June, 1972.

Assistant Secretary

(Corporate Seal)

I, L. At..PECHSTEIN, JR., Secretary of.Panacon Corporation,
„ ■ «

a Michigan corporation, hereby certify as such Secretary and under 

the seal of said corporation that the foregoing Amendment to the 

Agreement and Plan of Merger, was first approved by resolution duly
. I *

adopted by the Board of Directors of said corporation and executed 

by its officers thereunto duly authorised.

WITNESS my hand and the seal of Panaeon corporation 

this 28th day of June, 1972. '

-3-



'• ST. OFOH» . )gs.: .
. : COUh*f OFHVuJM ■• ) . • . .

' _ BE IT REMEMBERED that on this 28th day of June, 1972,

■ personally came before me, a Notary Public in and for the County

' and State aforesaid, J» B. CORDEU.t vice President of

THE CELOTEX CORPORATION,, a corporation of the State of Delaware, ■

and he duly executed said Amendment to the Agreement and Plan of

Merger before me and acknowledged the 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 Amendment to the Agreement and Plan of

Merger and attested by the Secretary of said corporation is the

( common or corporate seal of said corporation. '

■ ‘ * IN WITNESS WHEREOF, I have hereunto set my hand and seal

' of office the'day and year aforesaid. . .

(Notarial Seal)

• STATE OF o**‘® . )__ .
COUNTY OFMVMtai) ) "

On this 28th day of June,

F. J. PIZZITOIA.and

- •• Notary Public
U nlBCHTMarnwr

1972, before me appeared 

L. A. PECHSTEIN, JR.

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

they are, respectively, the President and Secretary of Panacon• . ’
Corporation, a Michigan corporation, that the seal affixed to 

.the foregoing instrument is the corporate seal of said corporation, 

that said instrument was signed and sealed in behalf of said . .

corporation by authority of its Board of Directors,and the said 

F. J. PIZZITOIA _______  and I». A. PECHSTEIN. JR.

acknowledged the execution of said instrument as the act, deed and 

agreement of said corporation. . • *

' (Notarial Seal)
mjiiU-X

Notary Public

'••■wait **
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