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PART 1
LAIEM 1. BUSINESS .

Sunbeam-Oster Company, Inc. ("Sunbeam-Oster” or the "Company”) 1, a leading
international consumer products company with approximately $900 million of
annual revenues. The Company markets {ts products worldwide under the Sunbean®
and Oster® brandnames. The red Sunbeam and blue Oster logos are among the
strongest trademarks in North America and are widely recognized throughout Latin
America, Europe and the Far East.

Within its single line of business -- consumer products -- Sunbeam-Oster has
five major business groups: I. The Outdoor Products Croup, consisting
primarily of gas barbecue grills, casual outdoor furniture and & live of outdoor
time and temperature instruments; 1I. The Home Comfort and Personal Care
Products Group, consisting of a broad line of wvarming blankets and throws,
health care and comfort products such as vaporizers, humidifiers and portable
heaters, halr care products, and blood pressure and temperature monitoring
equipment; III. The Professional Products Group, oroviding barber and beauty
shops, food service and pet and agricultural markets with selected Company
products which have been adapted to commercial applications; IV. The Household
Products Group, having responsibility for a full line of small electrical
kitchen appliances including mixers, Osterizers, Oskar food processors,
toasters, irons, can openers, food scales and thermometers, timers and coffee
makers, as well as a diverse line of indoor household time and weather
instruments; and V. The International CGroup which manufactures and markets a
broad range of the above-mentioned products in world markets.

The Company has 5.9 million square feet of manufacturing. sales and
administrative activities in 36 locations throughout the United States, Canada,
latin America and Europe. An extensive in-house sales organization is
supplemented by distributors and manufacturers representatives at selected
locations.

Sunbeam-Oster was formed in 1989, 1Its principal executive offices are located
at Centre City Tower, 650 Smithfield Street, Pittsburgh, Pennsylvania.
References to the "Couwpany” mean Sunbeam-Oster Company, Inc. and {ts
subsidiaries and predecessors, unless the context otherwise requires.
Sunbeam-Oster acquired (the “Acquisition”) the assets and assumed certain
liabilities, through a reorganization, of Allegheny International, Inc.
("Allegheny International”), and its subsidiaries, and succeeded to the
registration by Allegheny International of {ts equity securities under the
Securities Exchange Act of 1934, as amended. Any reference to Sunbeam-Oster or
the Company herein with respect to a period prior to September 28, 1990 refers
to Allegheny International.

On September 28, 1990, Allegheny International reorganized and emerged from
Chapter 11 as Sunbeam-Oster Company, Inc. Allegheny International and certain
of its subsidiaries had filed for Chapter 11 protection in 1988 (see Attachment

A).



Line of Business Information

The following is a description of Sunbeam-Oster's single line of business --
consumer products, See Note 18 to the Consolidated Financial Statements of
Allegheny International for segment financial data.

1. Qutdoor Preoducts Group

Sunbeam-Oster {s the dominant supplier of outdoor g&s barbecue grills and casual
furniture to the home leisure market. Barbecue grills consist of propane,
natural gas, electric and charcoal models sold predominantly under the Sunbeam
brand name. Sunbeam-Oster is known for the quality and value of its barbecue
grills and, in fiscal 1990, manufactured approximately 408 of the units sold in
the United States.

Sunbeam-Oster's casual furniture product line censists of aluminum lawn and
patio furniture and eccessories including tables, chairs, umbrellas and
replacement cushions. Sunbeam-Oster i{s the leading supplier within this product
segment and in fiscal 1990 manufactured approximately 554 of the units scld
through its channels in the United States.

Other products sold by the Company include a broad line of outdoor time and
temperature instruments sold under the Sunbeam and Springfield® trademarks
respectively.

I1. Home Comfort and Personal Cere Products Group

Sunbeam-Oster’'s Home Comfort and Personal Care operations manufacture and market
@ broad line of products including warming blankets, throws and heating pads,
vhich are sold predominantly under the Sunbeam and Sunbeam-Northern® trademarks.
Management believes Sunbeam-Oster manufactures the most cost-effective and
technelogically advanced line of warming blankets and, in fiscal 1990,
manufactured approximstely 508 of the units sold in the United Statss.

Other Sunbeam-Oster Home Comfort snd Personal Care products include a broad line
of health care and comfort products such as vaporizers, humidifiers and portable
heaters. A complete line of mechsnical and electronic scales including bath,
household and diet models are sold under the Sunbeam and Hanson® trademarks.
Other Home Comfort and Personal Care products include hair dryers and clippers,
massagers, dental care products, and & line of blood pressure and temperature
monitoring devices all of which are sold under the Sunbeam, Oster, Springfield
and Hanson trademarks.

I11. PErofessional Products Croup

The Professional Products Group provides barber and beauty shops, food service
and pet and agricultural markets with selected Company products that have been
adapted to commercial applications. Sales to barber and beauty shops include
shears, clippers and hand held hair dryers marketed under the Oster trademark

A line of professional blenders, or Osterizers, marketed under the Oster
trademark, hanging scales sold under the Hanson trademark, and food thermometers

il
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Management believes this program {s substantially complete and future

investments will be made for product development and further manufacturing
efficiency improvements

Raw Materials

The rawv materials used by the Company are presently avallable in sufficient
quantities to enable it to meet its normal requirements

[ Suatavass

As of September 30, 1990, the Company employed approximately 10,400 people

worldwide The Company had no work stoppages and, in the opinion of management
employee relations are good

Sunbeam-Oster is a world lerlsr in manufacturing and marketing consumer
products Worldwide, the Compeny’'s markets are highly competitive on the basis
of price, quality ard afrer-sale service A number of streng and well-

established domestic and foreign companies compete with Sunbeam-Oster on a
global tasis.

Sunbeam-Oster benefits from its strong position with some of the nation's most
rapidly growing and financially sound retailers. Wal-Mart Stores, together with
its affiliate, Sam's Wholesale Ciub, accounted for approximately 1ll% of the
Company's consolidated sales in fiscal 1990. Sunbeam-Oster’'s next four largest
customers comprised an additional 21% of sales

Fatents and Trademarks

Management believes that an integral part of the Company’'s strength is {ts
renewed ability to capitelize on the Sunbeam and Oster trademarks., Widely
recognized throughout North America, latin America, Europe and the Far East,
these registered trademarks, along with Osterizer®, Mixmaster® Oskar® and
Kitchen Center®, are valuable to the worldwide success of the Company's
products, Other important trademarks within Sunbeam-Oster include Sunbeam-
Northern®, Slumber-Rest®, Cuddle-up®, Crillmaster®, Patiomaster®, Sunbeam-
Casual®, Springfield®, Hanson Scale® and Stewart®

The Company holds a number of patents covering a variety of products, the louss
of any one of which would not have a material effect on the Company’'s business
taken as a whole




Seasonality

Although some products tend to have varying degrees of seasonality, taken as a
vhole, Sunbeam-Oster’'s consumer products sales do not vary substantially during
the first three fiscal quarters with the fourth fiscal quarter generally being a
lower sales period.

Riscontinued QOperations

In 1987 the Company decided to concentrate on a single lins of business --
consumer products. As a result, the Company has over the lest several years
divested and discontinued several operations. At this time, the Company has a
substantial amount of non-core assets which it 1s in the process of divesting,
including real estate, long and short term receivables, a rail anchor
manufacturing company in Canada, and various other investments. A subsidiary of
Sunbeam-Oster, Montey Corporation ("Montey”), was formed for the purpose of
holding certain of these non-core assets, including cperations which have been
classified as discontinued, and certain liabilities. (For additional
infurmation, see Note 4 to the Consolidated Financial Statements of both
Sunbean-Oster and Allegheny International).

Environmental Matters

The Company is subject to certain federal, state and local environmental laws
and regulations. The Company is complying with those laws and regularions
through remediation of sites and other activities, all of which relats
principally to certain divested operations. Certain of these sites are subject
to CERCLA, and numerous other entities have been named in connection therewith.
Although compliance involves some continuing costs, such costs are not expected
to have a material adverse effect upon the capital expenditures, earnings, or
the competitive position of the Company .

AIEM 2. PROPERTIES.

Sunbeam-Oster and its subsidiaries have numerous manufacturing and warehousing
locations in 11 states and 6 foreign countries totalling approximsately 5.9
million square feet of floor space.

Major manufacturing, warehouse and sales locations are as follows:

Floor Space in

ecation Square Feet  Iitle
' @ Outdoor Neosho, MO 481,500 Owned
Products Neosho, MO 2,000 Owned/lLeased
Group Portland, TN 450,000 Owned
Portland, TN 86,000 Leased
Baraboo, WI 331,000 leased
Louisburg, NC 204,000 leased
Nacogdoches, TX 365,000 Leased



Home Comfort & Laynesboro, MS 462,000 leased
Personal Care Hattiesburg, MS 388,000 Leased
Froducts Bay Springs, MS 63,000 Owned
Group Bay Springs, MS 80,000 Leased
Mount Olive, MS 52,000 leased
Matamoros, Mexico ¥2,00¢ Owned
Chihuahua, Mexico 26,500 Owned
Biddeford, ME 352,000 Owned
- Biddeford, ME 91,000 Owned
Shubuta, MS 186, 00C Owned/leased
Laurel, MS 26,500 leased
I Chicago, IL 40,500 leased
I II1I. Professionsl McMinnville, TN 142,000 Leased
Products
Croup
Iv Household Wood-Ridge, NJ 160,000 leased
Products Cookeville, TN 100, 000 leased
Group Coushatta, LA 145,000 Owned
I Holly Springs, MS 212,000 Owned
Memphis, TN 400,000 leased
Del Rio, TX 10,000 leased
Acuna, Mexico 100,000 Owned/lLeased
3 Brown Deer, WI 25,000 Leased
Lydell, WI 277,000 Owned
V. International Miami K FL 52,500 leased
Group Toronts, Canada 169,000 Leased
Mexico City, Mexico 224,500 Owned
Caracas, Venezuela 41,000 Owned
Lima, Peru 35,000 Owned
London, England 5,500 leased
Offenbach, Cermany 3,000 leased
b Y
VIEH : ]E"!I EBQ;EI‘DIH‘AC

The Company is invelved in various lawsuits from time to time arising in the
ordinary course of business and otherwise In management's opinion after
consulting with legal counsel, the outcome of these matters is not expected
have a material adverse effect on the Companv's financial
all of the lawsuits brought against the Company relate to matters preceding
Allegheny International’s emergence from Chapter 11 The bulk of the litigation
claims relate to four lawsuits involving, respectively, a contractor’'s claim for
payment it alleges it is entitled to, a stockholder litigation egainst former
officers, directors and advisors of Allegheny International and the Company's
putative indemnity obligation relating thereto, an alleged indemnity obligation
relating to a divested operation which the Court (az defined in Attachment A
hereto) has refused to allow as & claim against the Company, and a class actior
brought by a group of former employees of one of the Company's subsidiarier
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During the fourth quarter of the Company's 1990 fiscal year, no matter was
submitted to a vote of the Company’'s security holders.

PART 11

AIEM 2. MARKET FOR THE RECISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER

MATTERS .

There are approximately 300,000 shares (post-split) of common stock held by non-
affiliates of Sunbeam-Oster (less than one-half of one percent of the total
outstanding shares). To management's knowledge, there is no active public
market for the common stock, par value $ .01 per share, of Sunbeam-Oster (the
"Common Stock”) and redeemable warrants to purchase Commor Stock (the
"Redeemable Warrants®) nor has there been such a market since the completion of
the distribution of such securities pursuant to the Election (as defined in
Attachment A hereto).

On December 10, 1990, the Board of Directers of the Company declared a three-
for-one stock split to be effected as a stock dividend (the *Stock Split*) The
stock dividend was paid on January 31, 1991 to sto.kholders of record on January
15, 1991. See Note 9 to Consolidated Financial Statements of Sunbeam-Oster.

See Attachment B hereto for certain information relating to the securities of
Allegheny International which were surrendered in exchange for either cash or
the Common Stock and Redeemable Warrants at the election of the holders thereof.

IIEM €. SELECTED FINANCIAL DATA.

The information required for this {tem {s set forth in the section headed "Five-
Year Consolidated Financial Summary® on page E-1 herein.

AIEM 7. MANACEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS

QF _QOPERATIONS .

The following discussion of Allegheny International’s results of operations
relates primarily to periods prior to Allegheny International’s emergence from
Chapter 11.

Over the past several years, Allegheny International conducted a nrssive
restructuring of its operations to focus on its continuing consumer products
line of business. By the fourth fiscal quarter of 1990, Allegheny International
had substantially divested or liquidated ail of its non-consumer products
businesses with the exception of several miscellaneous assets described in Note
4 to the Censolidated Financial Statements of both Sunbeam-Oster and Allegheny
International.

Within its single line of business -- consumer products -- Sunbeam-Oster has
five major business groups: 1. The Outdoor Products Group, consisting
primarily of gas barbecue grills, casual outdoor furniture and a line of outdoor
time and temperature instruments; II. The Home Comfort and Personal Care

-
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Allegheny International had operating cash flow of $60.7 million in fiscal 1990,
$5.9 million belov fiscal 1989 Cross profit before depreciation and
amortization in fiscal 1990 was $187.7 million versus $211.3 million in fiscal
1989 Contributing to the reduced gross profits were the reduction in year
over-year sales, charges for under-absorbed overhead associated with the plan to
reduce inventory levels, and a reduction {n selling prices to close out selected
discontinued small kitchen appiiance and outdeor furniture products Partially
offsetting rhe year-over-year decline in Eross profits was a §7.7 million
reduction in selling, general and administrative expense Factors contributing

to the lower selling, general and administrative expense levels were staffing
reductions and lower sales

Allegheny International had operating earnings of $24.8 million in fiscal 1990
(before the effect of plant and product line raticenalization and plant and
corporate restructuring charges) versus $23.7 million for fiscal 1989 This
increase of $1.1 million {s due to an $58.5 million reduction of corporate
administrative expense in fiscal 1990 versus fiscal 1989, partially offset by
the aforementioned $5.9 million reduction in operating cash flow The reduced
corporate administrative expense is due to general cost containment

actions,
staff reductions and a favorable §2

2 willion life {nsurance expense adjustment

After restructuring and rationalization charges, Allegheny International had an
operating loss fer fiscal 19%0 of $77.2 million versus a $2.7 million loss for
fiscal 1989 Ircluded in the operating loss were charges of $102.0 million for
plant and product line rationalizations and plent and corporate restructuring
versus $26 4 million in fiscal 1989

In Part I under "Realignment of Consumer Preducts Operations*, five major
categories of cost reduction were described. Yithin the scope of this programs
the following actions were taken during fiscal 1990 teo substantially {mprove
future financial resu.ts (1) the costs associated with the dlscontinuance of
several major home air treatment Products, a pest control device and several
small kitchen appliance products were provided for (2) provided for the
integration of the Sunbeam and Oster small appliance operations, thereby
eliminating redundant manufacturing, selling and sdaministrative expense, (3)
several manufacturing activities within the casual furniture operations were
consolidated, (4) the design and development function for the U.S. -based bedding
products operaticns was downsized and relecated, (5) the business and assets of
the bedding products manufacturing operation in the United Kingdom were
liquidated, (6) the coasts of significantly downsizing two European-bused
appliance marketing operations were provided for, (7) the manufacturing
activities in Canada were phased out and duplicative Canadian sales, marketin
administrative and varehousing activities were consolidated, (8) several
redundant U.§, manufacturing facilities were eliminated and, i{» connection wit}
these actions, the outsourcing of selected finished product lines and component
parts was begun, (9) provided for the downsizing and relocation of the corporate

office, and (10) provided for the closure of the Hong Kong administrative
office

'K

Due to the Chapter 11 process, Allegheny Interre*‘onal suspended the payment of
all Interest to its prepetition creditors, which in fiscal 1990 would have
amounted to $63.6 million During fiscal 1990, the Company accrued for $34 4
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million of interest expense, of which $30.3 million related to its secured debt
and was not paid. Further, the Company did not accrue approximately $33 3
million of additional interest on {ts unsecured debt. During fiscal 1989, §36.5
million of interest expense was accrued, of which $31.6 million rela.ed to
secured debt and was not paid. Further, a provision for $33.2 wmillion of
additional interest on unsecured borrowings was not made.

During fiscal 1990, the Company recognized $73.6 million of reorganization
income, a further discussion of whi:h is contained in Note 3 to the Conscolidated
Financial Statements of Allegheny Iaternational. Included in reorganization
ircome are bankruptcy adaministration costs, losses on the settlement of claims,
interest income and income resulting from a revaluation of the Company’'s assets
and the establishment of opening equity in accordance with the AICPA's Statement
of Position on "Financial Reporting by Entities in Reorganization under the
Barkruptcy Code.*

Allegheny International reported pretax losses from continuing operations before
extraordinary gain of §39.1 million in fiscal 1990 varsus $49.0 million in
fiscal 1989. The Company made provisions for income taxes of $3.7 mil'ion for
fiscal 1990 versus $5.9 million in fiscal 1989. 1In both periods, the income tax
provisions reflect foreign income taxes and the nonrecognition of Federal tax
benefits on domestic losses.

egheny International’'s discontinued operations resulted ‘n income of $4.9
lion during fiscal 1990,

In 1990, extraordinary income of $154.4 million vas realized due to gains on the
extinguishment of prepetition debt upon the Company'’'s emergence from Chapter 11

Financial Condition, Liquidity and vapital Resources

On September 28, 1990, the Company had $45.2 million of cash or hand. The
Company has bank revolving credit lines totaling §145.0 million to finance
fluctuations in working capital. At September 28, 1990 and December 31, 1990,
the unused bank line was $110.0 millior and $125.8 million, respectively. See
Note 5 to the Consolidated Financial Statements of Sunbeam-Oster for a fuller
description of the credit facilities.

The Company has obtained & material improvement in terms from vendors and
customers since its emergence from Chapter 11. This process of returning to
normal terms has resulted in a working capital improvement which management
believes will be between $40.0 million and $50.0 million during fiscal 1991

Approximately $83.0 million of the funding for the Election (as discussed in
Attachment A) was provided by certain affiliates of Sunbeam-Oster in
consideration for Sunbeam-Oster's issuance of an aggregate of 819,974 shares of
9.5% Convertible Exchangeable Preferred Stock of Sunbeam-Oster.

In fiscal 1991, Sunbeam-Oster anticipates making capital expenditures to
continue productivity improvements, product development anéd cost reduction
programs in an amount that will not exceed the capital expenditures of the
Company during recent past fiscal periods.

« 10 -



(Refer to pages E~S through E-6 for the review of fiscal 1989 versus fiscal
1988.)

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA,

The response to this item appears in Item l4(a)(l) in Part IV hereof.

%?lﬂ 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
P REIRE e e e YOV AANT S UN ACCOUNTING AND

[NANCIAL DISCLOSURE,

In connection with the Acquisition, the board of directors of the Company
approved the appointment of Arthur Andersen & Co. as the independent certified
public accountants of Sunbeam-Oster and its consolidated subsidiaries.
Accordingly, the services of Allegheny International's prior independent
certified public accountants, KPMC Peat Marwick ("KPMG"), were terminated
effective October 1, 1950, Prior to such date, Allegheny International ha” no.
consulted with Arthur Andersen & Co. regarding any of the matters erumersted ir
Ttem 304(a)(2) of Regulation S~K.

In connection with the change of accountants, KPMG delivered a letter to the
Securities and Exchange Commission confirming that during the Company's two most
recent fiscal years, there were no disagreements with KPMG on any matter of
accounting principles or practices, financial statement disclosure, or auditing
scope or procedure. Because of a question regarding the appropriateness of
KPMG's fees, KPMG would not again review the financial statements for the fiscal
vears ended October 2, 1988 and October !, 1989 included in this report.
Accordingly, the reissuance of the KPMG veport with respect to such years has
not been included in this report.

During the Company's two most recent fiscal years, there were no "reportable
events" as described iu Item 3C4(a)(1)(v) of Regulation §-K.

PART I1I

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT,

The information required by this item is set forth in Attséchment C hereto.

ITEM 11, EXECUTIVE COMPENSATION.

The informetion required by this item is set forth in Attachment C hereto.

ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT.

The information required by this item is set forth in Attachment C hereto.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.

The information required by this item is set forth in Attachment C hereto.
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PART 1V
ATRM Q6. ERCUIRITS . FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8:-K

(a) (1) The consolidated financial statements, notes and independent asuditors
report required by Item 8 are listed on page F-1 herein

) A listing of financial statement schedules appears on page F-1 herein

(3) Exhibits

/ ia Articles of Incorporation of Sunbzan-Oster as anended
3b By-lLaws of Sunbean-Oster
“a Debtors' Joint Stock Plan of Reorganization incorporated by !

refersnce to Allegheny International’s Current Repert on
Form 8- K dated July 27, 1990

&% Second Amended and Restated Stipulation of Settlement, dated
September 7, 1990, including proposed modifications to Debtors’
Joint Stock Plan, incorporated by reference te Sunbeam-Oster's
Current Report on Form 8:-K dated October 8, 1990

be Varrant Agreement, dated as of September 28, 1990 by and betwear
Sunbean-Oster and Anerican Stock Transfer and Trust Company

4d Warrant to Purchase 974,396 Shares of Common Stock of Sunbean
Oster dated as of December 31, 1990 {ssued to Chase Manhattar
Investment Holdings, Inc

Le Varrant to Purchase 129,919 Shares of Common Stock of Sunbeaum:
Oster dated as of December 31, 1990 {ssued to Midland Bank, PLL

Wf Certificate of Designation for the Convertible Exchangeable
Preferred Stock of Sunbean-Oster

10a Eaployment Agroement, dated as of September 28, 1990, by and
between Sunbeam-Oster and P.B. Kazarian

10b, Consulting Agreement, dated as of September 28, 1990, by and
between Sunbeam-Oster and S . H. Tapclu.el,

10¢ Consulting Agreement, dated as of September 28, 19{0, by and
between Sunboam-Oster and J Milligan

104. Credit Agreement, dated as of September 28, 19%0 by and among
Sunbean Americas Holdings Limited ("SAHL"), Sunbeam, the Lenders




1,

10f,

10g.

10h,

104,

104 .

10k,

101.

10m.

10n,

100,

listed therein, The Chase Manhattan Bank, N A, Security Pacific
National Bank, Midland Bank, PLC and the CIT Croup/Business
Credit, Inc. (the *SAML Credit Agreement”)

Credit Agreement, dated as of September 28, 1990, by and among
Sunbeam-Oster Housevares, Inc. ("SOHI*) (formerly 0/8 J.vV.,
Inc.), the Lenders listed therein and the CIT Group/Business
Credit, Inc. (the *"SONI Credit Agreement*, and together with the
SAHL Credit Agreement, the "Credit Agreements®).

Guaranties each dated as of September 28, 1990 entered into by
Sunbean-Oster {n connection with the Credit Agreements,
incorporated by reference herein to Exhibit X-A of the SAML
Credit Agreement and to Exhibit VI-A of the SOHI Credit
Agreement, which are included herein as Exhibits 10d. and 10e.,
respectively.

Security Agreement dated as of September 28, 1990 by and between
Sunbean-Oster and The Chase Manhattan Bank, N A, as
Adainistrative Agent (as defined in the Credit Agreements )
incorporated by reference herein to Exhibit XVI of the SAML
Credit Agreement which {g included herein as Exhibi: 104.

Purchase Agreement, dated 4s of September 28, 1990, by and
between Sunbean-Oster and Allegheny International .

Purchase and Assumption Agreement deted 48 of September 28,
1990, by and between Sunbean-Oster, SOHI and certain other
subsidiaries of Sunbean-Oster.

Purchase and Assumption Agreement dated as of September 29,
1990, by and between Sunbeam-Oster, SANL and certain other
subsidiaries of Sunbean-Oster listed therein.

Purchase and Assumption Agreement, dated as of September 28,
1990, by and between Sunbean-Oster, Montey Corporation (formerly
NMGM, Inc.) (*Montey*) and certain other subsidiaries of
Sunbean-Oster listed therein.

Joint and Several Lisbility Agreement dated as of September 28,
1990 by and among Sunbeam-Oster listed therein, SAHL and SOMI.

Indemnity Agreement dated as of September 28, 1990 by and among
Sunbeam-Oster, Sunbeanm, SOHI, SAHL and Montey .

License Agreement dated as of September 28, 1990 by and among
Sunbeam, Sunbeas Holdings, Inc. and £OHI,

Tax Sharing Agreement dated as of October 31, 1990 by and among
Sunbeam-Oster, SAML, SOHI, Montey and the subsidiaries of
Sunbean-Oster listed therein.
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Assignoents dated as of September ¥¥0 by Sunbean Holdings
1§

Assignoenrt dated as cof September 28, 1990 by Sunbeans Electr!
Holdings Ltd. to SOMI

Purchase Agreement, dated as of February 1
Titaniun Metals Corporation of America, Nl
Allegheny International

', 1988, among
Industries. Inc. and
incorporated by reference to Exhibit
\0mu. to Allegheny International's Annuzl Report on Form 1
for the fiscal year ended October 2, 1988
Employment Agreement dated as of February 15, 1990
between Sunbean and J. Milligar

Bally Consent Decree

Calculations of Primary Earnings (Loss)
Stock

Calculations of Fully
Common Stock

Diluted Earnings

letter daced October 11, 1990 from the Company’'s forme:

indepardent accountant regarding change in

Company’'s principal
accountant

subsidiaries of the Registrant

Powers of attorney of Directors

v

incorporated by reference t
page 15 herein

Reports on Form B-K

A Current Report on Form 8-K dated July
to ltems 3 and 7

A Current Report on Form 8:K dated October 8,
respect to Items 1, 4, end 7

An Amendment to the Current Report on
filed with respect to Item &

A Current Report on Form B-K dated
respect to ltem 5

27, 1990 vas filed with respect

1990 was filed with
Form 8 dated October 15, 199

WVas

Decamber 3, 1990 was filed with




S IGNATURES

Pursuant to the regquirements of Sect!
Exchange Act of 1934 the registrant has
3

en 13 or 15(d
duly caused this repo

its Dehall by the undersigned, thereunto duly authorized

SURBEAM -OSTER COMPANY . 1N

il Eanl B, Kazarian
Paul B. Kazariast

chalrman of the Board

By: Aol Michael C. lederman.
Michael C. lederuan
Vice President, General Counse)
and Secretary

POVER OF ATTORNEY

KNOW ALL XEN BY THESE PRESENTS, that each person whose signature
appears below constitutes and appoints Paul B. Kazarian and Michael ¢ Lede rmar
and each of thew, his true and lawful attorneyv-in-fact and sgent, with full
powsr of substitution and resubstitution for him and on his behalf and in his
name, place and stesd, in any and all capacities to execute and sign any and al)
émendments to this Form 10-K, and to file the same, with all exhibits thereto
and other documents in connection therewith, with the Securities and Exchange
Commission, granting unto said attorneys-in-fact and agents, and each of then
full power and authority to do and perform each and every act and thing
requisite or necessary to be Lone in and about the premises, as fully to all
intents and purposes as he sight or could do in person, hereby ratifying and

confirming all that saias attorneys-in-fact and agents or any of them, or his
cause to be done by virtue hereof

Substitute or substitutis, may lawfully do ot
and the Company hereby confers like authority on its behalf

Pursuant to the requirements of the Securities Exchange Act of 1934

this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicsted

SlEnaturs 1itle Rate

8/ Baul B, Kazgarian Chairman of the Board March 28, 199]
Paul B. Kazarian (principal executive and
financial officer)




/s Sharles Devidson

harles Davidsor

AL Feter AL LADSSIBAD
Peter A. Langerman

Ll Michasl G, legerman
Michael G. Lederman

LB Suy Boyle
R. Cuy Bovle

AL Boderick M. Hills
Roderick M. Hills

AL Sharles J . Thaver Director
Charles J. Thaver




ATTACHMENT A

Chapter 1l Proceedings: On February 20 and May 3, 1988, Allegheny
ioternational, Inc, and certain of its subsidiaries (collectively, the
"Debtors") filed petitions under Chapter 1l with the Bankruptey Court for the
Western District of Pennsylvania (the "Court"),

The Debtors' Plan of Reorganization (the "Stock Plan") was filed with the Court
on December 29, 1989. On January 24, 1990, Japonica Partoers, a Rhode Island
limited partoership ("Japonica Partners") and the general partner of Sunbeam-
Oster Equities, L.P., & Delavare limited partunership formed by Japonica Partners
("SOE"), filed its Plan of Reorganization with the Court. The general partners
of Japonica Partoers are Paul B, Kazarian, ltd,, & corperation wholly~owned by
Paul B, Katarian, and M. G. Lederman, L*d., & corporation vholly-owned by
Michael G, Lederman,

On September 13, 1990, the Court approved a modified Stock Plan of
Reorganization (the "Modified Plan"), 1In accordance with the Modified Plan and
pursuant to an Asset Purchase Agreement, dated as of September 28, 1990,
Sunbeam-Oster acquired all of the assets of Allegheny International (through a
reorganization) including the capital stock of the direct subsidiaries of
Allegheny International io consideration of the essumption by Sunbean-Dster of
certain liabilities of the Debtors and the satisfaction of the interests cf the
equity holders of Allegheny Iuternational (the "Equity Holders") and the alliowed
claims of certain creditors of the Debtors (the "Creditors”). Pursuant to the
Modified Plan, upon the consummation of the Acquisition, the assets and
undischarged liab.lities of the Debtors were allocated among three of
Sunbeam-Oster's eubsidiaries: (1) SAHL, (i1) Suobeam-Oster Housevares, Inc.,
end (111) Montey Corporation.

In connection with the initial capitalization of Sunbeam-Oster, SOE purchased
300 shares of Common Stock at $2.33 per share. In addition, pursuant to the
Modified Plan, on September 28, 1990, 30,678,684 shares of Common Stock were
icsued to ST in satisfaction of Allegheny International secured bank claime
held by SOE. The share data in this Atcachment A gives effect to the Stock

Splic.,

The Modit:ed Plan aleo provided rfor certain Creditors and Equity Holders to be
granted an election (the "Election") to satisfy their claims and interests
through the receipt of either (1) cash or (i1) nevly issued Common Stock or
Redeemable Warrante. The Election period ended on November 12, 1990, Pursuant
to the Modified Plan, Japonica Partners was permitted to decide whether
Creditors and Equity Holders who failed to effectively exercise their Election
would receive cash or securities. On November 28, 1990, the Company issued a
press release announcing that cash would be distributed to such Creditors and
Equity Holders. Ou or about December 12, 1990, an aggregate of approximately
$85.2 million in cash, 33,176,406 shares of Common Stock and 5,623,783
Redeemable Warrants were distributed, or reserved for distribution, to Creditors
and Equity Holders. Of such amounts, SOE received approximately $2.3 million in
cash, 32,874,462 shares of Common Stock and 4,422,178 Redeemable Warrants.
Accordingly, SOE owns approximately 99.6% of the issued and outstanding Common
Stock (95.1% on a fully diluted basis).

AIR of Dallas, Inc., AIR Realty of Houston, Inc., Allegheny Sherry Lane
Management, Inc. and Allegheny International Credit Corporation remain in

Chapter 11 proceedings.
A-1



Leriadn loformation Regarding Allegheny lnternational's Securities

The following table sets forth the high and low per share sales prices of
Allegheny International's Common Stock, $2.19 Cumulative Preference and $11.25
Convertible Preferred Stocks for each quarter of Allegheny International's 1989
and 1990 fiscal years as reported in The Wall Street Journal. All three stocks
vere listed on the New York Stock Exchange but, in accordance with the Modif{ed
Flan, have been surrendered in exchange for either cash or Redeemable Warrants
pursuant to the Election. Accordingly, there were no stockholders of record of
Allegheny International’'s Common Stock at September 30, 1990,

No dividends were paid on any class of Allegheny International's stock in these
periods.

Allegheny International’'s Common Stock was 1isted on the New York Stock Exchange
under the symbol AG.

Common Stock $2.19 Cumulative $11.25 Convertible
Preference Stock Preferred Stock
High lev  Higb lew High  Lew
Fiscal 1989 Oct-Dec 3:1/8  1:1/ L) 1-1/4 14 7-1/2
Jan-Mar 2:3/8  1.3/8 4-7/8 3 15-1/8 9.3/
Apr-June 2-1/2 1 3-1/8 1-3/8 10 4
July-Sept 1.1/ 3/8 1-7/8 /4 5.3/6 1-1/8
Fiscal 1990 Oct-Dec % 1/8 /16 5/32 1-3/8 7/16
Jean-Mar 3/4 7/32 3/4 11/64 1-1/4 1716
Apr - June /8 9/32 1-1/8 15/32 1-3/4 3/6
July-Sept 3/4 9/32 1-3/8 11/16 2-3/8 1-1/8

B-1



ATIACHMENT C
PART 111

The following table sets forth certain information with tespect to the
directers and executive cfficers of Sunbeam-Oster. All directors (except Messrs.
Kazarian and Lederman) were elected on September 28, 1990. Messrs. Kazarian and
Lederman were elected to their positions on August 14, 1990,

Name, Age and
Position Held

with the Company

Paul B, Kazarian, 35
Chairman of the Board

Charles Davidson, 37
Director

Peter A. Langerman, 35
Director

Michsel C. Lederman, 38
Vice President, Ceneral Counsel,
Secretary and Director

C-1

Other Principal Occupation(s)
and Directorships During

Founding general partner of Japonica
Partners (investment partnership) in
19687, Vice President of Goldman Sachs &
Co. (financial services) from 1980 to
1987,

General Partner of Steinhardt Partners
(investment partnership) since 1985;
Vice President of Goldman Sachs & Co.
(financial services) from 1978 to 1985

Executive Vice President and Director of
Mutual Series Fund, Inc. (no-load,
diversified, open-end management
investment company) since 1988;
Financial Analyst for Heine Securities
Corporation (investment advisory service
company) from 1986 to 1990; Chief
Financial and Accounting Officer of the
predecessor funds to Mutual Series Fund,
Inc. from October 1987 to February 1988;
Attorney with Weil, Gotshal & Manges
(lav firm) from 1983 to 1986.

General Partner of Japonica Partners
(investment partnership) since 1989,
Partner of Owsley Lederman & Partners,
L.P. (financia) advisory services) from
1988 to 1989; Vice President of Goldman
Sachs & Co. (financial services) from
1986 to 1988; Attu~ney with Shearman &
Sterling (law firm) from 1983 to 1986,



Name , Age and Other Principal Occupation(s)

Position Held and Directorships During

with the Company. .

R. Guy Boyle, 52 Manufacturing consultant since 1989
Director President and Chief Executive Offlcer of

BRintec Corporation (electronic
products) from 1988 to 1989; Executive
Vice President and Chief Financial
Officer of BRintec Corporation from 1983

to 1987,
Roderick M. Hills, 59 Co-Managing Partner of Donovan Leisure
Director Newton & Irvine (lav firm) since 1989,

Partner of Donovan Leisure since 1986
Chalrman and Managing Director of the
Manchestor Group, Ltd. (financial
services) since 1987; Vice Chairman of
Oak Industries, Inc.

(electrical /communication equipment)
since 1989; Director of Oak Industries,
Inc. from 1985 to 1989; Director of
Federal Mogul Corporation (parts/tools)
sirce 1977, Director of C-3 (systems
integration) since 1990; Director of TCW
Americas Development, Inc. (fund
management) since 1990; Director of
Anheiser-Busch Companies, Inc.
(beverages) from 1978 to 1989; Director
and member of Oversight Committee of
Drexel Burnham Lambert from 1989 to
1990; Chairman of Sears World Trade,
Inc. (trading) from 1982 to 1984;
Partner of Latham, Watkins & Hills (law
firm) 1978 to 1982; Chairman of the
Securities and Exchange Commission from
1975 to 1977, Counsel to the President
of the United States, 1975,

Charles J. Thayer, 4é Private Investor/Financial Advisor since

Director 1989; Executive Vice President of PNC
Financial Corp. ("PNC*) (multi-bank
holding coupany) from 1987 to 1989;
Executive Vice President and Chief
Financial Officer of Citizens Fidelity
Corp. (subsidiary of PNC) from 1977 to
1987,

All directors serve at the pleasure of the Board of Directors. The
Executive Committee of Sunbeam-Oster consists of Messrs. Kazarian, Davidson and
Langerman.
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Pursuant to the Agreement of limited par
& Delavare limited partnership ("SOE"
E Limited Partnership Agreement”)

tnership of Sunbeanm-Oster Equities
» |

dated as of September 28, 199

(the
the partners agreed to use their best efforcs
éuse (1) Mr, Kazarian to continue as & director and the Chairman of the Board
tor the term of his employment dgreement with Sunbesm-Ostet nd
Davidson (or another designee of SVI) and langerman (or another
ual Series Funds) to continue as directors of Sunbeam-Ostet for
imited Partnership Agreement

Rnployment Agreement

Mr. Kezarlan serves as Chalrman of the Board, Managing Director, and as
member of the Executive Committee of Sunbean-Oster pursuant to an Emplovment
Agreement, dated September 28, 1990, by and between Mr. Xazarian and Sunbean-Oster
The agreement is for a three-vear cers (the "Term") and provides anong other
things, that Mr. Kazarian shall be responsible for the managemert of the Company's
assets and liabilicties and the development, coordination and lmplementation of the
Company’'s business strategies formulated by the Executive Committee and shall have
general supervisory authority over the executive officers, property, business and
affairs of the Company during the Term The agreement provides for total direct and
indirect payments to Mr. Kazarian of approximately 51.5 million

per annum during
each year of the agreement

On September 28, 1990, the board of directors of Sunbeanm-Oster authorized
the Executive Committee to Negotiate an employment agreement with Mr Lederman
providing for him to serve as Vice President, Secretary and General Counsel of the
Company end to be responsible for, among other things, general counsel matters

“hapter 11 matters, governmental affairs industry association and lobbying matters
and the management of non-core asset liquidations and non-core
controls and {mplementation and effectuation of

asset sales and financings

liability expense
other transactions, including malor

Anthony R. Munson serves as Treasurer of the Company
Agreeaents with the Company, Mr. Munson is to
benefits, plus moving expenses, Iin the
Company without due cause

Pursuant to certalr
recelve nine months' salary and
event his employment i{s terminated by the

T 11 SXECUTIVE CO 'N € ON
[N W ——— A

The following table sets forth certain information selated to cash
compensation paid or credited through September 30, 1990 by Allegheny Internati
to each of its five most highly compensated executive officers, and to all exe
officers as @& group, for service in all capacities during the 1990 fiscal vear o:

for that portion of the 1990 fiscal year during whicr. the individual served as a:
executive officer




CASH COMPENSATION TABLE

Nane of Individual Emp loyment Capacities in Which

asr
er ldentity of Croup —-1 14T Andividuals Served (1) Compensation

Oliver §. Travers Severed Chairman of the Board
President and Chief
Executive Officer

S&(

Milligan Severed Chief Executive Officer of
Sunbean Corporation

Dougherty Severed General Counsel, Vice
President and Secretary

lapaluced Severed Chief Financial Officer
Vice President and Secretary
Wayne Long Severed Vice President Accounting
and Control

All executive officers

s

a8 & gioup (5 persons)

(1) Messrs. Dougherty and long were terminated from their positions as of
December 31, 1989 In connection with such terminations. Alleglie.y internstional
entered into agreements with Messrs Dougherty and Long that pr.wided certain
benefits to them as well as to Allegheny International
Acquisition, Messrs, Travers, Milligen and lapaluce!l vacated their respective
offices effective September 28, 1990 Pursuant to the Modified Plen, Sunbeam-Oster
entered into agreements with Messrs. Travers. Milligan and lapalucct These matters
are discussed below {n this Item under the heading "Agreements and Severance
Arrangements with Officers and Directors.*”

In connection with the

(¢) The amounts shown primarily consist of (i) cash compensation which wvas pald
pursuant to employment and consulting agreemants described below in this
the heading "Agreements and Severance Arrangements with Officere and Directors”. and
(11) all amounts earned and to which those persony hHecame entitled as described (n
clause (1) which they elected to defer pursuant to 401(k) of the Internal Revenue
Code as permitted by the Company's Savings and Investment Plan

Item under

Not included in the table are amounts allocable to the named individuals
for other compensation and personal benefits calculated based on information
reasonably available to the Corporation, including premiums jpaid by Allegheny
international to insurance companies for medical expenses incurrad by them and thelr
families in excess of the benefits provided to them under the group medical plat
avallable to all employess: the leasing, insurance and maintenance cost to Allegheny
international of making sutomobiles available to them: the cost of certain clut
membership fees and dues; and the cost to Allegheny International of providing
cerctain investment, tax and legal counseling services to certain of said
individuals The costs of providing officers with the use of automobiles and clu
meuberships have been attributed 1008 to personsl use

even though these {tems w
have been used, to some extent, for business purposes

The aggregate amounts of




compensation and personal
rty, lapalucecl and

were S518,.147, §70

Allegheny luternational Agreements and Severance Arzangements with
Qificers and Directors

Pursuant to thelr respective smployment agreements, Messrs Dougherty
Long, Travers and lapaluccl received severance payments of $185,00 $140 (
P64 0 and $342,000, respec:ively Pursuant to the Stipulation of !

Settlement
Japonica Partners sgreed not to object to Mr
'

Travers’' claim of §2°¢ 00 against
Allegheny International (which amount gives effect to the

C

complete offset
loan from Allegheny International in the face amount of §500,00

L4

e
to certain of these individuals wvere continued

Septend
990, Sunbeam-Oster entered int

O
18K

Pursuant to the Stipulation of Settlement, dated as of
(the "Stipulation”), on September 28, 1|

agreement with each of Messrs. Milligan and lapaluceci (the
which provides for, among other things, each of Milligar
consulting services to Sunbeam-Oster for a ferty-five
respectively (the "Consulting Period"” subject to
Consulting Agreement Pursuant t \sul
$1.5 million on September 28, 1990 and M1

*Consulting
and lapaluccel
day and two-vear
the terms and condit|
ting Agresments, Mr M{ll{
lapalucecl is entitled t¢
payments $165,000 which was paid on September 28, 1990, $165.0

the second year of the Consul

ting Period and §150,000 to be paid
installments during the Consulting Period

Pursuant to the Stipulation, the Company made severance payments
director of Allegheny International, equal to six months remuneration, as
date of the Stipulation In addition, the Company agreed to maintain, for
year period, directors and officers liability insurance for the directors
officers of Allegheny Interiational

Allegheny International 1990 Bonus Plan

The Executive Committee of the Board of Directors of Allegheny
international (the "Al Executive Commitiee”) adopted an incentive compensati
(the "1990 Bonus Plan") for fiscal 1990 Participants, who included certal:
executive officers of Allegheny International, were to receive bonuses based
the degree to which the Company or the operating unit in which they work

t achieve
the operating cash f

ow projections as set forth in the annual operating plar
Achieverent of such projections were to be measured and bonuses were to be
quarterly basis The plan also provided for sdditional bonus awvards for
participants who exceed plan projections and also an additional bonus for
consistency for those participants wvho achieved their objectives every quarter
throughout the year Participants must have remained employed with the Company or a
subsidiary for the full fiscal yvear in order to qualify for these additional

bonuses Payments were to be calculated against salary in effect as of
of the applicable quarte:

al

the last day




Allegheny luternational Savings snd lovestment Plen

Under the Savings and Investment Plan for Allegheny International and
Member Companies (the “Savings and Investment Plan®), full-time salaried employees
of Allegheny International and participating subsidisries were eligible to join the
Savings and Investment Plan on che first day of the month after they have commenced
employment, Employee and employer contributions were both paid to a trustee, In
fiscal 1990, employer contributions under the Savings and Investment Plan (including
401(k) salary deferrals) allocable to Messrs. Travers, Dougherty, Milligan,
lepalucei and Long referred to in the Cash Compensation Table were §13 968, $2,775,
$0, $12,846 and $1,502, respectively,

Allegheny International Salary Continuance Program (No Longer in Effect)

Under the Key Man Salary Continuance Program (the "Program®), Allegheny
International purchased life insurance policies on the lives of officers (nd certain
other key salaried employees who were designated by the Al Executive Committee to
participate in the Program. The proceeds of such policies were available to
Allegheny International to provide the benefits (or recoup the cost of benefits
pald) under the Program. The Progras was designed so that Allegheny International
would recover all premium payments plus a factor for the use of Allegheny
International’'s money for the purposes of the Program. During fiscal 1990, no
amounts were paid or distributed under this Prograsm to the individuals named in the
Cash Compensation Table or the individuals in the executive officers 48 & group
category referred to in the Cash Compensation Table.

Allegheny International Stock Option and Stock Award Plap (Neo Longer in

The Allegheny International Steck Option and Stock Award Plan (the *Stock
Plan®) was approved by the shareholders of Allegheny International in April 1985
There were 2,000,000 shares of Allegheny International Common Stock authorized for
use under the Stock Plan.

Effect)

No stock options or stock appreciation rights were either granted or
exercised under the Stock Plan during the 1990 fiscal year by any of the naased
individuals or any of the other individuals in the executive officers as & group
category referrad to in the Cash Compensation Table, and, accordingly, no cash wvas
reslized by any of sald individuals under the Stock Plan from option or appreciation
rights during said period,

Allegheny International Key Emplovee Corporate loan Program and
Key Employee Stock Purchase Plap

The Board of Directors of Allegheny International, upon recommendation of
its Management and Human Resources Committee (the *MHR Committee®), established the
Key Employee Corporate Loan Program (the *loan Program®") and the Key Employee Stock
Purchase Flan (the "Stock Purchase Plan®) which were put into effect in December
1980. Since May 24, 1984, no loans were made under the Loan Program and no stock
was purchased under the Stock Purchase Plan., Loans made pursuant to the Loan
Program were unsecured, bore interest at 2 percent per annum, were for terms of ten
years and required repayment at the end of the loan term, or in some cases,

C-6
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including after an employee quit, vas terminated or in certain cases reached age 65,
prior to lown maturity, {n {nstallments &t prescribed intervals over the remaining
tern of the loan.

The largest aggregate amount of loans outstanding under the Loan Program
during fiscal 1990 was $26,765,000. The aggregate amount outstanding et Decenber
31, 1990, was $15,705,440,

As of December 31, 1990, 16 former employees had falled to Pay an aggregate
amount of §/,159,.083 of principal and $450,298 of interest which had become due and
payable on loans mede to such persons under the Loan Program. The Aggregate
principa) balance owed to Allegheny International by these persons on such loans is
$10,872,544. As & result, the account balances of 12 of the loans, having an
Gggregate balance of $6,596,606 have been accelerated. As of December 31, 1990, the
remaining 4 loans had not been accelerated pending the resolution of offsetting
claims against Allegheny International.

Wmmmm

The Board of Directors of Allegheny International established an unfunded,
non-qualified deferred compensation plan (the "Deferred Compensation Plan*) pursuant
to which certain officers and key employees of Allegheny International and {ts
subsidiaries who vere mainly responsible for {ts continued growth and future
financiel success may have been selected by the Al Executive Committee as eligible
participants. Directors of Allegheny International were automatically eligible to
participate under this Plan. During fiscal 1990, no amounts were pald or
distributed under the Deferred Compensation Plan to the individuals referred to in
the Cash Compensation Table or to any of the other individuals in the executive
officers as a group category referred to in the Cash Compensation Table.

ihis plan vas frozen upon the filing of Chapter 11. All participants
became unsecured creditors at that date and vere treated in accordance with the
terms of the Modified Plan.

Allegheny International Pension Plans

Any individual who was smployed by Allegheny International or a designated
subsidiary on & selaried basis vas eligible to participate in the Pension Plan for
Salaried Employees of Allegheny International International, Inc. (the *Pension
Flan®). The Pension Plan vas frozen as of December 31, 1990 and the Company {s {n
the process of formulating a replacement plan,

Effective January 1, 1989, the formula for determining the monthly basic
normal retirement income for a participant under the Pension Plan who retired on or
after his normal retirement age (age 65) was amended to provide that the amount
would be equal to the sus of (a) 1.08 of the average monthly earnings for the 60
consecutive calendar months out of the last 120-consecutive-calendar-month period
for service before retirement during which earnings were highest (the "Final Average
Earnings®) up to a maximum of the covered compensation (set forth {in the tables to
be provided annually by the Social Security Administration) multiplied by the number
of years (and any partial year) of service not in excess of 35, plus (b) 1.5% of the
amount by which the Final Average Earnings exceed covered compensation sultiplied by
the number of years (and any partisl yeer) of service not in excess of 35, plus
(e) 0.5% of the Final Average Earnings multiplied by the number of years (and any
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partial year) of service in excess of 35 provided, however, that in no event would
an employee's accrued benefit under the nev formula be less than the accrued benefit
under the formula existing on December 31, 1988. On December 31, 1988, the monthly
basic normal retirement income for & participant under the Pension Plan wvho retired
on or after his normal retirement age cf (age 65) was equal to the sum of (a) 1. 6%
of the Final Average Earnings multiplied by ‘ears (and any partisl year) of service
not in excess of 35 years, less 1.68 of the pacticipant’s age 65 social security
benefit sultiplied by years (and any partial year) of service not in excess of 15
years, plus (b) 0.5¢ of Final Average Earnings mltiplied by years (and any partial
year) of service in excess of 35 years.

There is set forth in the tabulation below a range of estimated annual
retirement benefits payable to participants in the Pension Plan vho retired at their
normal retirement dates (age 65) based on the amount of remuneration and the years
of continuous service vith Allegheny International or a designated subsidiary
indicated in the tabulation:

ESTIMATED ANNUAL PENSION BENEFITS
FOR PARTICULAR YEARS OF SERVICE (1)(2)

Renuneration 10 Years a0 Years 40 Years 40 Years
$125,000 $20,000 § 40,000 $ 60,000 $ 73,125
150,000 24,000 48,000 72,000 87,750
200,000 32,000 64,000 96,000 117,000
250,000 40,000 80,000 120,000 146,250
300,000 46,000 96,000 144,000 175,500
350,000 56,000 112,000 168,000 204,750
400,000 84,000 128,000 192,000 234,000

(1) The benefit amounts listed in the table are prior to the offset by a portion of
Social Security benefits. The amounts are also subject to an offset of the
annual benefit payable from any other qualified retirement plan sponsored by
Allegheny International and its subsidiaries, except for the Savings and
Investment Plan, for a like period of service. Remuneration represents the
average of the highest five consecutive years of selary and incentive
compensation pald to participants during the ten years immediately preceding
thelir norwal retirement dates.

(2) Pursuant to the Employee Retirement Income Security Act of 1974, as amended
("ERISA*), and the Tax Reform Act of 1986 ("TRA '86"), benefit sccruals and
payments from the qualified plan are limited. The maximum annuel amount
permitted to have been paid from the qualified plan in 1990 vas the greater of
§102,582, or, the participants accrued benefit as of December 31, 1986 subject
to the maximus annual amount permitted to have been paid in 1986. The maximum
annual renumeration permitted to be included for purposes of determining
benefits to be paid from the qualified plan was $209,200 in 1990 and $200,000
for all prior years. The participants accrued benefit determined with regard to
this limitation shall not be less than the accrued benefit determined as of
December 31, 1988 based on continuous service to December 31, 1988 and
compensation received prior to December 31, 1988 without regard to such
limitations.
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The Excess Benefit Plan, an unfunded supplemental plan originally approved by
the Board of Directors of Allegheny International in 1975 to pay the difference,
if any, between the annual benefits they would othervise have been entitled to
receive under the Pension Plan and the annual benefits they were permitted to
receive pursuant to the limitations prescribed by ERISA and TRi '86, was frozen
at the date of bankruptey. All participants became unsecured creditors &t that
date and wvere treated in accordance with the terms of the Modified Plar.

Messrs. Travers, Dougherty, lapaluced, Milligan and Long have no benafits under
the Excess Benefit Plan.

Messrs. Travers, Dougherty, lapalucel, Milligan and Long had, as of the end
of the fiscal year 1990, 9.75 years, 13.83 years, 12.0 years, 0 years, and 9.75
years of service under the Pension Plan, respectively.

Bemuneration of Direstors

Each director of Allegheny International who vas not an officer of
Allegheny Internstional was peid a foe of §20,000 per year (prorated {f such
director served less than the full year). Effective June 1, 1988, euch direccor of
Allegheny International who vas not an officer of Allegheny International received a
fee of §750 per day for meetings of the Board of Directors or any Committee lasting
more than one day, excluding members of the Al Executive Committe. and the
Subcommittee on Reorganization, a subcommittee of the Al Executive Committee (the
"Subcommittee on Reorganization®). Each director (other than 0.§. Travers) vho wvas
& menber of the Executive Committee received a monthly fee of $5,000 and each
director (other than 0.8. Trevers) who vas & member of the Subcommittee on
Reorganization received a monthly fee of §5,000. Non.executive directors were also
reimbursed for experses related to their Board activities, were covered by travel
end accident {nsurance provided by Allegheny International and vere eligibie to
participate in the Deferred Compensation Plan described above in this Item 1].
Renuneration of outside Directors of Sunbean-Oster has not been established
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SRCURITY _OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND BANACEMENT

LiovWing table and notes set ferth (nformation as of December 1

WiLth Tespect To the voting securities of Sunbeam-Oster beneflzfally

wned by
person(s) known by tl

‘¢ Lompany to be the beneficial owner of more than ° percer
of the Common Stock and by all directors and off

4 oificers, individually and as a groug

Names and Address Amount and Nat

ure
of Reneficial Owner oL Reneficial Ownership(1l) fexcent of Common Stock

sunbeam-Oster Equities, L.} /76,819, ,98
One Hospital Trust Plaza
€ £

vl
oulite 1YY0

Providence, Rl

vy9 6%

Japonica Partners

. : T @«
ne Hospital Tr
1
1

Suite 1990

Providence

B. Kazar
Japonic
me Hospital

< | QQ¢
| '

Sulte
Providence, Rl

Michael F. Price
¢/0 Mutual Series Fund, Ine
John F, Kennedy Parkway
Short Hills, NJ 07078

Michael H, Steinhardt
¢/0 Steinhardt Partners
€05 Third Avenue
New York, NY 10158

Heiny Securities Corporation
o1 John F, Kennedy Parkway
Short Hills, NJ 07078

All directors and officers
A8 & group (8 persons) 6,819,980

(1) After giving effect to the Stock Split

Japonica Partners is the sole general partner of SOE Pursuant
SOE Limited Partnership Agreement, the SOF Management Committee
three members, consisting of one designee each of Japonica Partne
Steinhardt Ventures, Inc. ("SVI®) and the Mutual Series Funds
designees are Messrs. Kazarian, Davidson and Langerman, respecti

Paul B, Kazarian, ltd. ("PBK 1td.*) and M. C Lederman, Ltd. ("M
Ltd ") are the general partners of Japonica Partners Mr. Kazariar




(3)

(4)

(5)

the President, sole director and controlling person of PBK ltd. Mr.
Lederman is the Chairmen of the Board, director snd controlling person
of NCL, Ltd. Pursuant to the Agreement of Limited Partnership of
Japonica Partners, PPK ltd. har been delegated the authority and power
to manage the partnership an” MGL Lid. has no control over such matters
and disclaims beneficial ownership with respect to the shares of Common
Stock owned by SOE.

Includes 13,266,534 shares of Common Stock issuable upon exsrcise of
the Redeemable Warrants.

Shares of Common Stock issuable upon the conversion of 419,987 shares
of Comvartible Exchangeable Preferred Stock owned by the Steinhardt
Entities. Mr. Steinhardt {s the sole stockholder, President and sole
directer of SVI. Pursuant to an investment mansgement agreement, 1 P
Management Company, Inc. (*IPMC*) has investment responsibility with
respect to securities held by Institutional Partners, L.P. ("IP*), As
& principal of IPMC, Mr. Steinhardt has the power to vote (or to direct
the vote of) and to dispose of (or to direct the dispesition of) the
securities held by IP. Pursuant to & separate investment management
agreement, Steinhardt Management Company, Inc. (*SMCI*) has investment
responsibility with respect to all securities held by SP International
S§.A. ("SPI*) and a portion of the investment portfolio of GamCan
Limited ("CL"). As & principal of SMCI, Mr. Steinhardt has the power
to vote (or to direct the vote of) and to dispose of (or to direct the
disposition of) the securities held by SPI and GL. Mr. Steinhardt is o
general partner of Steinhardt Partners, L.P. (*SP*)., The arrangement
pursuant to which the Steinhardt Entities acquired 419,987 shares of
Convertible Exchangesble Preferred Stock {s described below in Ites 13.
The shares of Common Stock beneficially owned by SOE are not shown in
the table above as buing beneficially owned by the Steinhardt Entities.
See Kote 2 to the table above,

Shares of Common Stock issuable upon the conversion of 419,987 shares
of Convertible Exchangeable Preferred $:ock owned by the Mutual Series
Funds. Heine Securities Corporation (*HSC*) is an {nvestment advisor
registered under the Investment Advisers Act of 1940 and is investment
adviser to Mutual Series Fund Inc. Pursusnt to investment advisory
agreesments with Mutual Series Fund Inc., HSC has sole investment
discretion and voting authority with respect to the shares owned by
Mutus® Series Fund Inc. Mr. Price {s the President and a director of
each of HSC and Mutual Series Fund Inc. 1In his capscity as President
of HSC, Mr. Price «xercises voting control and dispositive pover over
the shares owned of record by Mutual Series Fund Inc. Mr. Price
disclaims beneficial ownership of all shares owned of record by Mutual
Series Fund Inc. The arrangement pursuant to which the Mutual Series
Funds acquired 419,987 shares of Convertible Exchangeable Preferred
Stock is described below in Item 13. The shares of Common Stock
beneficially owned by SOE are not shown i{n the table above as being
beneficially owned by the Mutual Series Funds. See Note 2 to the table
above .
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ATRM A2, CERIAIN RELATIONSHIPS AND RELATED TRANSACTIONS .

Transaction fees and expenses paid by the Company which were {ncurred
by the Company and Japonica Partners in connection with the consummation of the
Modified Plan aggregated approximately $25.3 million. Of this amount, fees pald
to the Steinhardt Entities, Mutual Series Entities and Japonica Partners
amounted to approximately §1,795,000, as more fully set forth below.

In consideration of the provision to the Company of a combination of
letters of credit and escrow funding in the AgEregate amount of approximately
§88 million by the Steinhardt Entities and the Mutual Series Funds, which
letters of credit and escrow funde evidenced the existence of financing for the
Election, the Company paid a comnitment fee of approximately §872, 000 on
September 28, 1990, which fee was divided equally between the Steinhardt
Entities and the Mutual Series Punds.

In consideration of the services provided by Japonica Partrners in
connection with the Modified Plan and the transactions contemplated thereby,
Japonica Partners received $923, 000 on or about September 28, 1990,

The Company issued an aggregate of 839,974 shares of Convertible
Exchangeable Preferred $tock divided equally between the Steinhardt Entities and
the Mutual Series Punds in consideration of the provision of approximately §$83
million by such entities (approximately $41.5 million by each the Steinhardt
Entities and the Mutual Series Funds) in satisfaction of the Elsction,
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ELxE-YEAR CONSOLIDATED FINANGIAL §UMMARY

(Fiscal 1986-1990)

Dec., 28,  Bept. 37, Detober 2, October 1, Seplember 30,
1987 1988 1]

198 1980
(12-month (9-month {12«month  (l2-month {13-month
!&”nu in l“hm. except Share Eu-c-n tog
Bummsry of Operstions:
Net sales § b6 $650.8 967 .8 9378 $880. 2
Cost of goods sold 710.9 508.7 Tie .8 726.3 682.5
Selling, genersl and
administrative expense 1895 117.% 150.8 164.7 132.0
.2 2.2 9.2 bt 6 0.7
Depreciation and amortiss’ fon e 17.% 1.0 20.1 1.8
Corporate administrative expense 2 9.4 .4 2.8 ie. )
9.4 (19.7) T | S I .8
Retionalization ane restructuring
charges O 4.) 12.3 .4 102.0
Operating sarnings (Jous) 5.0 (6.0) 3.4 (2.7) (2.2
Loss from continuing operetions
before extraordinary grin (151.1)  (112.8) (25.1) (54.9) (42.8)
Net earnings (loss) (166.0)  (205.4) (28.1) (54.9) 116.2
Share Dete-Common Stock:
Frimary earnings (logs) per
share:
Continuing operations $ (16.78) $0(12.90) $(5.10) $(7.80) $06.5%)
Net earnings (loss) (17.97)  (28.%9) (8.10) (7.80) .87
Dividends per share - - - . .
Financisl Pocition st Year-Rod:*
Total sssets $1,082.¢ $850.% $836.8 $658. 9 $761 .4
Long-term depres 5.4 N 10.¢ 9.5 101.1
Other long~term liabilities 106, 1 132.7 3.4 L6 b7
Frepetition liabi)itieses - . 721.0 731.8 -
Redeamable preferred stocks 231.0 any 2339 23y -
Other Inforwation:
Interest accrued 102.2 6.6 DU 3.5 M.k
Interest not accrued - - 20,6 3.2 1.3
Total 102.2 5.6 65.1 9.7 7.7

® Financial dats ot September 30, 1990, represents the opening balance sheet of
Sunbeas-Oster Company, lnc.

®* Refer to Notes 5 and 7 to the consolidated financial statements of Sunbeam-Ogter
Company, Inc. and Allegheny International, Inc., respectively,

Pefer to Note & to the consolidated financiel statements of Allegheny International, Inc.
for information on divestituies in 1988, 1989 and 1990,
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Results of Operations: Review of 1960 versus 1989

Net sales of Allegheny International 's consumer products operations were
$680.2 million ir fiscal 1990, 6.1% below fiscal 1989 sales of $937.¢6

million. The majority of this sales decline was planned and anticipated by
management. A decision to delay the production of certain Home Comfort and
Personal Care products until later in the season reduced working capital
requirements and moved sales that would have historically occurred in the last
quarter of fiscal 1990 into the first quarter of fiscal 1991, In the
Household Products Group, the discontinuation and rationalization of certain
product lines to improve overall Household Products Group gross marging
resulted in reduced fiscal 1990 sales versus those realized in fiscal 1989,
Sales for the remainder of the Company were above fiscal 1989 levels primarily
due to & rebound in the Outdoor Products business where favorable customer
reactions to new product features resulted in greater revenues.

Allegheny International had operating cash flow of $60.7 million in fiscal
1990, 85.9 million below fiscal 1989, Gross profit before depreciation and
amortization in fiscal 1990 was $197.7 million versus $211.3 million in fiscal
1989, Contrituting to the reduced gross profits were the reduction in
year-over-year sales, charges for underabcorbed overhead associated with the
plan to reduce inventory levels, and & reduction in selling prices to close
out selected discontinued small kitchen appliance and outdoor furniture
products. Partially offsetting the year-over-year decline in gross profits
vas & 87.7 million reduction in selling, general and administrative expense.
Factors contributing to the lower selling, general and edministrative expense
levels were staffing reductions and lower sales.

Allegheny International had operating earnings of $24.8 million in fiscal 19%0
(before the effect of plant and product line rationalization and plant end
corporate restructuring charges) versus $23.7 million for fiscal 1989, This
increase of $1.] million is due to an $8.5 million reduction of corporate
administrative expense in fiscal 1990 versus fiscal 1989, partially offset by
the $5.9 million reduction in operating cash flow. The reduced corporate
administrative expense is due to general cost containment actions, staff
reductions and a favorable $2.2 million life insurance expense adjustment,

After restructuring and rationalization charges, Allegheny International had
an operating loss for fiscal 1990 of $77.2 million versus a $2.7 million loss
for fiscal 1989, Included in the operating loss were charges of $102.0
million for plant and product line rationalizations and plant and corporate
restructuring versus $26.4 miliion in fiscal 1989,

In Part I under "Realignment of Consumer Products Operations,"” five major
categories of cost reduction were described. Within the scope of this
program, the following actions were taken during fiscal 1990 to substantially
improve future financial results: (1) the costs associated with the
discontinuance of several major home air treatment products, a pest control
device and several small kitchen appliance products were provided for, (2)
provide for the integration .f the Sunbeam and Oster small appliance
operations, thereby eliminating redundant manufacturing, selling and
administrative expense, (3) several manufacturing activities within the casual



furniture operations were consolidated, (4) the design and development
function for the U.S.~based bedding products operations was downsiced and
relocated, (5) the business and assets of the bedding products manufacturing
operation in the United Kingdom were liquidated, (6) the costs of
significantly downsizing two European-based appliance marketing operations
were provided for, (7) the manufacturing activities in Canada were phased out
and duplicative Caradian sales, marketing, administrative and warehousing
activities were consolidated, (8) several redundant U.§. manufacturing
facilities were eliminated and, in connection with these actions, the
outsourcing of selected finished product lines and component parts was begun,
(9) provide for the downsizing and relocation of the corporate office and (10)
provide for the closure of the Hong Kong sdministrative office.

Due to the Chapter 11 process, Ailegheny International suspended the payment
of all interest to its prepetition creditors, which in fiscal 1590 would have
amounted to $63.6 million, During fiscal 1990, the Company accrued for $34.4
million of interest expense, of which $30.3 million related to its secured
debt and wag not paid. Further, the Company did not accrue approximately
$33.3 million of additional interest on its unsecured debt. During fiscal
1989, $36.5 million of interest expense was accrued, of which $31.6 million
related to secured dedt and was not paid. Further, a provision for $33.2
million of additional interest on unsecured borrowings wag not made.

During fiscal 1990, the Company recognized $73.6 million of reorganization
income, & further discussion of which is contained in Note 3 to the
consolidated financial statements of Allegheny International. Included in
reorganization income are bankruptcy administration costs, losses on the
settlement of claims, interest income, and income resulting from a revaluation
of the Company's assets and the establishment of opening equity in accordance
with the AICPA's Statement of Position on "Financial Reporting by Entities in
Reorganization under the Bankruptcy Code.”

Allegheny International reported pretax losses from continuing operations
before extraordinary gain of $39.1 million in fiscal 1990 versus $49.0 million
in fiscal 1989, The Company made provisions for income taxes of $3.7 million
for fiscal 1990 versus $5.9 million in fiscal 1989, In both periods, the
income tax provisions reflect foreign income taxes and the nonrecognition of
federal tax benefits on domestic losses.

Allegheny International's discontinued operations resulted in income of $4.6
million during fiscal 1990,

In 1990, extraordinary income of $154.4 million was realized due to gains on
the extinguishment of prepetition debt upon the Company's emergence from

Chapter i1,

Finncis) Condition, Liguidity and Capital Resources

On September 30, 1990, the Company had $46.2 million of cash or hand. The
Company has bank revolving credit lines totaling $145.0 million to finance
fluctuations in working cepital. At September 30, 1990, and December 31,
1990, the unused bank line was $110.0 million and $125.8 million,
respectively. See Note 5 to the consolidated financial statements of
Sunbeam-Oster for a fuller description of the Company's credit facilities.
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Allegheny International had other expense of $3.3 million in fiscal 1989
versus other income of $0.5 million in the comparable 1988 period. The major
factor contributing to the year~to-year change was an increase of $2.8 million
in foreign exchange losses relating to Allegheny International's Latin

American operations,

Due to the bankruptcy process, Allegheny International suspended the payment
of all interest on its prepetition liabilities. During fiscal 1989, the
Company sccrued $36.5 million of interest expense, of which $31.6 million
related to its secured debt and was not paid. Further, the Company did not
accrue approximately $33.2 million of additional interest on its unsecured
debt in fiscal 1989, During fiscal 1988, 8$44.5 million of interest expense
was accrued, of which $17.6 million related to interest on secured debt
subsequent to the Chapter 11 filing and was not paid. Further, a provision of
approximately $20.6 million of additional interest on unsecured borrowings was

not made.

Bankruptcy administration costs (primarily professional fees) of $17.8 million
and $8.0 million were incurred in fiscal 1989 and 1988, respectively. In
addition, Allegheny International earned $7.9 million of interest income on
its short-term investments in fiscal 1989 versus $1.9 miliion in fiscal 1988,
. This increase is due to higher levels of interest-bearing, short-term

investments in fiscel 1989, The foregoing, along with a $3.4 millien
favorable adjustment relating to the settlement of bankruptcy claims, have
been segregated on the statements of operations and classified as
reorganization items, a further discussion of which is contained in Note 3 to
the Allegheny International consolidated financial statements.

Allegheny International repoited pretax losses of $49.0 million and $17.7
million for fiscal 1989 and 1988, respectively, on which it provided income
taxes of $5.9 million and 87,4 million, respectively. A reconciliation
between the actual income tax expense and the expected income tax benefit
computed at the federal statutory tax rates is contained in Note 13 to the
Allegheny International consolidated financial statements,
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ARTHUR ANDERSEN & Co.
FITTSBURGH. PENNSYLVANTA

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Board of Dire.tars and Stockholders of
Sunbeam-Oster Company, Inc,:

We have audited the eccompanying consolidated balance sheet of Sunbeam-Oster
Company, Inc. (a Delaware corporation) and Subsidiaries as of September 30,
1990. This financial Statement and the schedule referred to below are the
responsibility of the Company 's management., Our responsibility is to express
an opinion on this financial statement and schedule based on our audit.

We conducted our audit in &ccrrdance with generally accepted auditing
standards. Those standards require that we pian and perform the audit to
obtain reasonable assurance about whether the balance sheet is free of
material misstatement., An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the balance slieet. An audit also
includes assessing the accounting principles used and significant estimates
mide by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our

opinion,

In our opinion, the consolidated balance gheet referred to above presents
fairly, in all material respects, the financial position of Sunbeam-Oster
Company, Inc. and Subsidiaries as of September 30, 1990, in conformity with
generally accepted accounting principles.

Our audit was made for the purpose of forming an opinion on the basic
financial statement taken 85 & whole. The financial statement schedule listed
in the index of financial étatements for Sunbeam-Oster Company, Inc. and
Subsidiaries is presented for purposes of complying with the Securities and
Exchange Commission's rules and is not part of the basic financial

statements. This schedule has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion,
fairly states in all material respects the financial data required to be set
forth therein in relation to the basic financial scatements taken as & whole,

(e fuadhosa G

Pittsburgh, Pennsylvenia,
March 19, 1991
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JUNBEAM-OSTER COMPANY, INC,

Current assets:

Cash

Receivables

Inventories

Prepaid expenses and other current assets

Total current assets

Property, plant and equipment
Trademarks and tradenames
Other assets
Goodwill

Lisbilities and Shareho!

Current liabilities:
Seasonal borrowings
Current maturities of long-~term debt
Accounts payable
Payrolls and employee benefits
Accrued rationalization and regrganization expense
Other accrued liabilities

Total current liabilities

Long~term debt

Nonoperating liabilities, net
Other long-term liabilities
Redeemable warrants
Commitments and contingenciesw

Shareholders' equity:
Common stock
Paid-in capital
Shares issuable
Warrants issuable

Total shareholders' equity

See accompanying

®* Notes 3, 6,

€
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gheet.




SUNBEAM-OSTER COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED BALANCE SHEET
SEPTEMBER 30, 1990

(Dollars, except per ghare amounts, in thousands)

1. QPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES:

Within its single line of business--consumer products~-Sunbeam-Oster Company,
Inc. (Sunbeam-Oster or the Company) has five major business groups: (i) The
Outdoor Products Group, consisting primarily of gas barbecue grills, casual
outdoor furniture and a line of outdoor time and temperature instruments; (ii)
The Home Comfort and Personal Care Products Croup, consisting of a broad line
of warming blankets and throws, health care and comfort products such as
vaporizers, humidifiers and portable heaters, hair care products, and blood
pressure and temperature monitoring equipment; (iii) The Professional Products
Group, providing barber and beauty shops, food service, and pet and
agricultural markets with selected Company products which have been adapted to
commercial applications; (iv) The Household Products Croup, having
responsibility for a full line of small electrical kitchen appliances
including mixers, Osterizers, Oskar food processors, toasters, irons, cans
openers, food scales and thermometers, timers and coffee makers, as well as a
diverse line of indoor household time and weather instruments; and (v) The
Internaticnal Group, which manufactures and markets a broad range of the
above-mentioned products in world markets.

On September 28, 1990, Sunbeam-Oster acquired (the Acquisition) the assets and
assumed certain liabilities, through a reorganization, of Allegheny
International. Inc., an entity operating as a debtor-in-possession under
Chapter 11 of the United States Bankruptcy Code. The Company has adopted
“"fresh start' reporting in accordance with the AICPA's Statement of Position
on "Financial Reporting by Entities in Reorganization under the Bankruptcy
Code." Accordingly, assets and liabilities have been restated to allocate the
reorganization value in conformity with Accounting Principles Board Opinion
No. 16. The excess of the reorganization value over the estimated fair value
of identifiable net assets of the reorganized entity has been classified as
govdwill. The Company is in the process of ovtaining additional information
and pursuing settlements of litigation and certain other contingencies
relating to Allegheny International, Inc. for periods prior to September 28,
1990. When guch items are settled and information is obtained, changes to the
reorganization value and/or the allocation of the reorganization value may be
required. A further discussion concerning the acquired assets and assumed
liabilities and the approved plan of reorganization is contained in Note 3.

The accompanying September 30, 1990, consolidated balance sheet reflects the
application of the following significant accounting policies:



SEPTEMERER 3¢ 1)
SEPTEMERE 30, 1 y
1"‘
P P
(Uoiliars, except per share amounts, in thousands) :
Princi of idatior
The consollidated balance sheet includes the accounts of the Company and all
majority-owned subsidiaries that it controls. All material intercompany
balances have been eliminated in consolidation
Fiscal Year
The Company's fiscal year ends on the Sunday nearest September 30.
"

Short-Term Investments

Short-term investments are stated at ~O8L, which approximates market, tor

purposes of the statements of cash flows, cash equivalents are highly
hort-term investments with maturities of t

purchase.

\ree months or less at the date of

Accounts Receivable

Accounts receivable at September 30, 1990, of $147,492 consist of $159,02 {
trade accounts receivable, substantially all of which were due fron :

distributors and retailers located throughout the United States and Canada,
and sundry receivables of %6,733, less valuation allowances of $15,261.

Inventories

Inventories are stated at the

1 with cost being
determined principally by the f

irst-in, first-out '0) method. Inventories
at September 30, 1990, of $141,192 include $68,377 of finished goods, $19,419
of work-in-process and $53,396 of raw materials and supplies

Property, Plant and Equipment

Property, plant and equipment is stated at cost. The Company will provide for
depreciation using primarily the straight-line method in amounts that wil
€

allocate the costs of property, plant and equipment over their estimated

useful lives. Property, plant and equipment at September 30, 1990, of
$152,913 include $2,874 of land, $36,258 of buildings and improvements, anc
113,781 of machinery and equipment,
.




ghare amount

Trademarks and adenames and goodwill wil
the straight-line method. Deferred financ

life of the applicable debt.

Income Taxes
Deferred income taxes are not
foreign subsidiaries, since
reinvested. The Company has
Financial unting Standar

measured » Aying current

contemplated in

ts and assumed
nd indirect subsidiarie
subsidiaries: Sunbean
Housewares, Inc. and

CHAPTER

On February 20 and May 3
its subsidiaries (collec y, the Debtors
with the Bankruptcy Court the Western

The Debtors' Plan of Reorganization (the Stock Plan)

n December 29, 198%. On January 24, 1990, Japonica

limited partnership (Japonica Partrers) and the general par
Sunbeam-Oster Equities, L.P., a Delaware limited partnershij
Japonica Partners (SOE), filed its Plan of Reorganization with
general partners of Japonica Partners are Paul B. Kazarian, 1
corporation wholly-owned by Paul B. Kazarian, and M.G. Lederman,
corporation wholly-owned by Michael G. Lederman,

Plan).
Agreement,
assets cf
capital

considers

On September 1 990 Con yroved a modif
€

ian and

Debtors




OSTER COMPANY, INC. AND SUBSIDIARIES

OTES TO CONSOLIDATEI

.

SEPTEMBER 30, 199

(Dollars, except per share amounts,

Allegheny International (the Equity Holders) and the

creditors of the Debtors (the Creditors). Pursuant to th

the consummation of the Acquisition, the assets and undisc

of the Debtors were allocated among three of Sunbeam-Oster's subsidiari
(1) SAHL, (ii) Sunbeam-Oster Housewares, Inc., and (iii) Montey Corpora

In connection with the initial capitalization of Sunbeam-Oster. SOE pur
300 shares of common stock at $2.33 per share. In addition, pursuant tc
Modified Plan, on September 28, 1990, 30,678,684 gshares of common stock
issued to S0E in satisfaction of Allegheny International secured ban
held by SOE. The share data here -t to a 3-for-] stock
declared on December 10, 1990.

The Modified Plan also provided o Creditors and Ecguity

granted an election (the Election ) tisf pir claims and in

through the receipt of either (i) 0 ly issued commo
redeemable warrants. The Election period ended on November 12, '
Pursuant to the Modified Plan, Japonica Partners was permitted to decide
whether Creditors and Equity Holders who failed to effectively exercise tt
Election would receive cash or securities. On November 28, 1990, the Com
issued a press release announcing that cash would be distributed to such
Creditors and Equity Holders. On or about December 12, 1990, ggregat
approximately $85,200 in cash, 33,176,406 shares of common ste nd 5,¢
redeemable warrants were distributed, or reserved for distributio
Creditors and Equity Holders. In consideration for the $85,200 used to f
this cash distribution, the Company issued 839,974 shares of 9.5% Converti
Exchangeable Preferred Stock to the ‘imited partners of SOE (the Limited
Partners). SOE received approximately $2,300 in cash, 32,874,462 shares
common stock and 4,422,178 redeemable warrants. scordingly, SOE owns
approximately 99.56% of the issued and outstanding common stock (95.1% on
fully diluted basis).

a
a
n

1
s
' (e

As of September 30, 1990, certain isputed claims had not been discharged
the Modified Plan., Under the Modified Plan, the Company has the right to
settle such disputed claims through cash payments or, if certain conditio
are met, through the issuance of common stock. Management bel.eves that

disputed claims wil) be settled for amounts substantially below the face

amounts of such claims. The Company has accrued approximately $12,500 fo
estimated settlement value of disputed claims

AIR of Dallas, Inc., AIR Realty of Houst

Management, Inc. and Allegheny Internati

N i » r ) "R R v ™) ~Fre
inuing Ueotors) remain in Chapter




SUNBEAM-OSTER J*PKV\, INC. ANI SUBSIDIARIES
NOTES TO CONSOLIDATED BALANCE SHEET
SEPTEMBER 30, 199
(Dollars, except per share amounts, in thousands)

4. DISCONTINUED OPERATIONS:
In 1987, Allegheny International decided to dispose of or liquidate all
0 pr < dusinesses, a substantial portion of whict

ncluded within nonoperating
30, 1990, balance sheet are the f

tO0 the remaining discontinuec

vontinuir

Investment in real estate

projects 17,57C
Jther assets 699
Current liabilities (3,69¢
Other liabilities 91

= )

he Company intends to dispose of or liquidate its remain
perations as market conditions permit

ing discontinued

O

o

PR

-

CE.DXT'PAC;LITIESFANT LONG~TERM DEBT:

On September 28, 1990, SAHL and certain of its subsidiaries er
credit agreement with Chase Manhattan Bank,
(the SAHL Credit Agreement).

facilities secured by substantially all of the wisels of SAHL and its
subsidiaries and the Company's pledge of the capital stock of SAHL and
of its subsidiaries: a Term Note o 10, .

facility and a $45,000 letter of credit f

expires in March 1995, and borrow 3

the LIBOR rate plus 2.75% or the

iLtered inte a
N.A. and certain cther

The SAHL Credit Agreement established three

certair

C
-
s
,

The SAHL Credit Agreement

interest at

an $80,000 seasonal loan

y
r this agreement bear
S

tat
1.58.
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SUNBEAM-OSTEF COMPANY, INC. AND SUBSIDIARIES

SEPTEMEER 30

(Dollars, except per share amcunts, in thousands)

The Term Note requires semiannual repayments of princips in fiscal 1991 and
quarterly repayments thereafter. The amounts of the repayments vary throug!
the expiration of the agreement. The seasonal loan facility requires

borrowings not to exceed $15,000 for a 60-day consecutiv \
calendar year. At September 30, 1990, there was $22,000 in borrowings
outstanding under the seasonal loan facility and, at December 30. 1990. there
was $9,100 outstanding under this facility At September 30, 199 there
$38,328 in letters of credit outstandi
and, at December 30, 1990, there was $3I

p—
~
-y
-~
-
(
o
-
o

uander the letter of credit facility

v¢76 outstanding under this facility

On September

) 990, Sunbeam-Oster Housewares entered into a credit
agreement witt )

iness Credit, Inc., (the Sunt

€ res
Credit Agreement)., The Sunbeam-Oster Housewares Credit Agreement provides for

'
a $65,000 revolving (seasonal) loan and letters of credit facility, with a
$20,000 limit on the amount of letters of credit. This credit agreement 1is

secured by substantially all of the assets of Sunbeam-Oster Housewares and its
subsidiaries and the Company's pledge of the capital stock of Sunbeam-Oster

r ~
Housewares, and requires that for a 60-day consecutive period during eac!

calendar year no loans be outstanding and letter of credit us

age nNnot excee
$10,000. The Sunbeam-Oster Housewares Credit Agreement expires in Septemt

1992. Borrowings under this agreement bear interest at the prime rate §

La7 58

At September 30, 1990, and at December 30, 1990, there were no borrowing
under this facility, At September 30, 1990, there was $13,003 in letters f
credit outstanding under the letter of credit facility and, at December '

1990, there was $10,091 outstanding under this facility.

Borrowings under the SAHL Credit Agreement and the Sunbeam-Oster Housewars
Credit Agreement (collectively, the Credit Facilities) are s ject
limitations based on the level of eligible accounts receivable and
inventories. The Credit Facilities also require, among other things, that the
companies maintain certain levels of net worth, achieve specified levels of
profitability, meet certain financial ratios, and place restrictions upon the
levels of capital expenditures, lease commitments and ¢

ertain other cast
disbursements that may be made. The Credit Facilities alsc
€

amount of cash dividends that the Company may distribute to its sha - holde

and the amounts which the Company's subsidiaries may distribute to the

Company. At September 30, 1990, there were no amounts available for payvme
’ ¢

of cash dividends to saareholders and approximately $366,000 of net asse!
atiributable to subsidiaries were restricted from distribution t the

The aggregate annual I det .
fiscal years 1991-1995 are $27,514, $44,032, §: 4B, $21,185 and $15, 184
respectively




SUNBEAM-OSTER COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED BALANCE SHEET
SEPTEMBER 30, 1990

(Dollars, except per share amounts, in thousands)

Long-term deb: at September 30, 1990, o nsists of the following:

Term Note, at LIBOR plus 2.75% or prime plus

1.5%, due in periodic installments through

March 1995, less original issue discount of

$1,443 (12.1%*) (see Note 9) $108,557

5.5% Sinking Fund Debentures. due through August
1992, less discount of $1,643 imputed at 13.5 123!

6.6252 to 9.75% industrial development revenue

bonds and mortgages, due through 2003, less

discount of $45 imputed at 7% | ,4B4

5.3% to 13% capitalized lease obligations, due

through 2008, less discounts of $949 imputed at 10 6,10¢

Other indebtedness 5
-

Current maturities of long-term deb: (

* Effective interest rate at September 30, 1990,
Certain industrial development revenue bonds, mortgages and capitalized lease
obligations are collateralized by property, plant and equipment having a net

book value of approximately $14,500 at September 30, 1690.

6. LONG-TERM OBLIGATIONS ASSUMED BY THIRD PARTIES:

Responsibility for servicing certain debt obligations of Allegheny
International were assumed by third parties in ceonnection with the acquisit
of former Allegheny International businesses, although Allegheny International

remained the primary obligor in accordance witt the respective loan
documents. Such obligations, which amounted te approximately

10

September 30, 1930, &rd the corresponding

o

eceivables from the third parties,




SUNBEAM-OSTER COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED BALANCE SHEET

SEPTEMBER 30, 1990

(Dollars, except per share amounts, in thousands)

are not included in the consolidated balance sheet since these transastions

occurred prior to the issuance of Statement No. 76 of the Financial Ac
Standards Board, "Extinguishment of Debt," and management of the

believes that the third parties will continue to meet their
pursuant to the sssumption agreements,

7. EMPLOYEE BENEFIT PLANS:

Defined Benefit Flans

The Company has noncontributory defined benefit plans covering most of its
U.S. employees. Employees of non-U.S, subsidiaries generally receive
retirement benefits from Company-sponsored plans or from statutory plans

administered by governmental agencies in their countries.,

Pension expense for
defined benefit plans is determined under the provisions of Statement No. 87

of the Financial Accounting Standards Board, "Employers' Accounting for

Pensions."

The Company's policy for pension plans is to fund pension costs

with requirements of local laws and regulations.

in conformity

The funded status of the Company's U.S5. defined benefit pension plans as of

September 30, 1990, is as follows:

Actuarial present value of benefit obligations=
Vested
Nonvested

Accumulated benefit obligations
Effect of assumed increase in compensation levels

Projected benefit obligations
Plan assets at fair value

Projected benefit obligations in excess of plan assetsg

Assumptions:
Discount rate
Compensation inflation rate
Long-term rate of return on assetls

$130,787
134,527
1,715
136,242
112,101

- ————

counting
Company



SUNBEAM-OSTER

COMPANY,

(Dollars, except

1A

3?. 199¢C
bonds,
capital

The plan assets at
corporate and U.S.
f real estate

September
g?f\'er nment

unds , and venture

As of December 31,
salaried employees
continues to

benefit ac
&

1990, cruals
were frozen. hese
Or these plans in

spons ac

The excess of projected
plans at
the acce
No. 87
ies of

benefit obli
September
ompanying balance
of the Financial
the Company's non

10N

The Company also provides health
its retired employees.

care and
of

In December 1990, the Financial Ac::un:in
No. 106, "Employers Accounting for
Pensiong."
postretirement benefits be charged

employees render service versus the
thes2 costs when paid. The Company is req
and disclosure rules no later than 1993,

standerd prospectively or via a cumulative

L 8

r
Ostret

to expe

On September 28,
pcstre:iremer:
ues to

1990,
benefits
recognize
retired

the C
relating
the expense

employees of

ompany

_INC,

inclu
blicly traded
imite

pian

cordan

&

This new standard requ'xes that

Compan

operati

AND SUBSIDIARIES

share amounts, in

de cash and cas!

common
d partnership

equivalents,

stocks, mutual
interests

under plans
§ are not

e with E

covering all U.S.
terminated ae the
RISA.

over plan assets
has been recognize

in accordance witt
ng Standards Board.

'ined benefit retirement plans are

defined contri

as defined.

are made at

its sponsor
employees,
ans, if any,

or'S .

life insurance benefits tc certain

\
-

nse du.zng the years

y's current policy of

uired to adopt the new accou
The Company may adopt the new
catch-up adjustment,

accrua.
business
ng healtt
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SUNPEAM-OSTER COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED BALANCE SHEET

SEFTEMBER 30, 199¢

(Dollars, except per share amounts, in thousands)

Management has not determined when the Company will adopt the new standard

with respect to its ongoing operations, or whether it will adopt the new

accounting method prospectively or by recording a cumulative catch=ug ‘
adjustment in the year of adoption. As of September 30, 1990, management had

not determined the effect of the change in accounting on the Company's

reported financial position or results of operations. However, management

expects that the annual postretirement benefit expense computed in acco.dance )
with the new standard may be greater than the annual cash payments.

8. LEASES:

The Company rents certain facilities and equipment under operating leases.

The minimum future rentals due under noncancelable operating leases as of e
September 30, 1990, aggregated $30,885. The amounts payable in each of the

fiscal years 1991-1995 are $7,963, $6,427, $4,283, $3,384 and $2.696,

respectively.

9. CAPITALIZATION:

talization of the Company, SOE purchased

300 shares of common stock at $2.3 per share. In addition, pursuant to the 5
Modified Plan, on September 28, 1990, 30,678,684 shares of common stock were

issued to SOE in satisfaction of Allegheny International secured bank claims

held by SOC.

In connection with the initial cap

The Modified Plan also provided for certain Creditors and Equity Holders to be
r | ’

granted an election (the Election) to satisfy their claims and interests
through the receipt of either (i) cash or (ii) newly issued common stock or
redeemable warrants. The Election period ended on November 12, 1990.
Pursuant to the Modified Plan, Japonica Partners was permitted to decide
whether Creditors and Equity Holders who failed tc effectively exercise their
Election would receive cash or securities. On November 28, 1990, the Company
issued a press release announcing that caeh, rather than securities, would be
distributed to such Creditors and Equity Holders. On or about December 12,
1990, an aggregate of 33,176,406 shares of common stock and 5,623,783
redeemable warrants were distributed, or reserved for distribution, to Yo
Creditors and Equity Holders electing to receive common stock or warrants.

Q

v
Each redeemable warrant issuved pursuant to the Modified Plan entitles the ‘\v
holder to purchase three shares of common stock at an exercise price of $2.9 )
per share (subject to adjustment) through 1995. 1If, prior to September 28,
1992, a "going private transaction" (as defined) occurs, the warrants are

. h s

any or the holder of the warrants,

R

redeemable at the option of either the Comg
P P

gh September 1991 and $1.75 per warran:
| &

at a price ¢
through Se
£

excluded

rants not held by SOE have bee:




(Dollars, exc

In addition to the common stock and redeemable warran

distributed to the creditors and shareholders of

othet than SOE, electing to receive ¢ y in

issued 839,974 ghares of 9.5% Convertib) { ¢
Preferred Stock) to the Limited Partners cor ion tt Jund i
the cash settlements. The Preferred Sto ! ive annual divid
rate of 9.5% (subject to adjustment) payable quarterly ¢ encing Marct
1991, The Company has the ability to pay these “ividends with additional
shares of Preferred Stock. h vidend rate for these payments-in-kin

range from 14%3-18% as determined b e provisions of the Preferred Stoc
The Preferred Stock is conv le t¢ n stock at any time con
price of $9.85, which i ivalent of 10.15 ghares of comme

each share of Preferred Stoc ub i 0 adjustment upon the oc¢
certain events. At ption of the Company, the Preferred Sto
exchangeable into subordinated debt, as defined, or callable at

share liquidation price, plus accrued d unpaid dividends.

u

In addition to the common stock nd redeemadble warran
the terms of the Modified Plan, warrants t¢ purchase
common stock, with an exercise price of $2.16 per shar
certain banks invelved in financing the Moc

At September 30, 1990, there were 26,503,319 shares of comm
for issuance upon the exercise of warrants and conversion of Pr

Valuation of Enterprise Equity Value

The Company has accounted for the reorganization using

reperting. cecordingly, the value of equity has been
Court~approved free enterprise value adjusted for debt service and
charges of noncore operations. An analysis of the determination of
enterprise equity value is as follows:

Assumed enterprise value
i g n
Less~- Debt at consummat
Present value of liabil not related to
the Company's continuing core businesses,
£

net o assets

Enterprise equity value




NOTES TO CONSOLIDATED BALANCE SHEET

SEPTEMBER 30, 199

!

4 ~ ] ”~ » -
\Jollars, except per share amounts, in thousands)

The determination of assumed enterprise value was based on certain valuatios
T B P s . \
methods including the discounted cash flows of expecte

results.

C

e 0O
c
'
2l
"
¢
-~
"
—
>
i~
o

Allocation of Enterprise Equity Velue to Shareholders' Equity

"
g
L4

Based on the results of the § the resulting issuance of equity
securities in accordance with the provisions of the Modified Plan and :"é
financing arrangements, the compone

3 C been:

> *Nte of shareholders' equity at September

30, 1990, would have

Common stock, par value $.0] per share-
Authorized, 100,000,000 shares
l1ssued and outstanding, 6

Redeemable warrants 6,76¢
Other warrants ‘ 3
Paid-in capital y 561

Preferred stock, par value $.01 per share
Authorized, 2,000,000 shares
Issued and outstanding as a series of
preferred stock, 839,974 shares of 9.5%
Convertible Exchangeable Preferred
(liquidation preference $100.00 per share) 82,991

Total shareholders' equity $369,40
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Other assets-
Deferred financing
Other

Other accrued liabilities-
Advertising and sales pro
Product warranty

Other

Nonoperating
the prebankrup
the ongoing op

abilities, net con L Of miscellaneous

1 . ~r
internatior

i
tey
erat|

Nonoperating liabiliti (assets), net-
Environmerital
Accrued pension
ccrued postretirement
Notes receivable
Cash surrender value
on former key employ
Net assets of discont
Other

Ll o5 2R S B S




SUNBEAM-OSTER COMPANY, INC, AND SUBSIDIARIES

NOTES TO CONSOLIDATED BALANCF SHEET
SEPTEMBER 30, 1990

(Dollars, except per share amounts, in thousands)

11. INCOME TAXES:

At September 30, 1990, the Company had tax loss carryforwards of approximately
$188,500 available to offset future taxable income. The full utilization of
these carryforwards, which expire during the period 2001 through 2005, depends
predominantly upon the recognition of taxable ordinary income during the
carryforward period and is subject to certain limitations under the Internal

Revenue Code.

The loss carryforward at September 30, 1990, for financial reporting purposes
‘is approximately $350,000. The difference between the loss carryforwards for
financial reporting and income tax purposes results principally from accruals
for plant rationalization and corporate restructuring and estimated losses on
disposal of businesses, which have not been deducted for tax purposes,
Statement No. 96 of the Financisl Accounting Standards Board does not permit
financial statement recognition of net deferred tax assets in excess of the
amount which can be recovered from income tax refunds through the use of
existing loss carrybacks. Consequently, at September 30, 1990, the Company
had unrecognized deferred tax assets of approximately $64,000.

Cumulative undistributed earnings of foreign subsidiaries that are considered
to be permanently reinvested and on which U.S. federal income taxes have not
been provided by the Company amounted to approximately $6,900 at September 30,

1990.
12. RELATED PARTY ACTIONS:

Transaction fees and expenses paid by the Company which were incurred Ly
Japonica Partners and the Company in connection with the consummation of the
Modified Plan aggregated approximately $25,300. Of this amount, fees paid to
the Limited Partners and Japonica Partners amounted to approximately $1,795,
as more fully get forth in the following paragraphs.

In consideration of the Limited Partners providing the Company with a
combination of letters of credit and escrow funding in the aggregate amount of
approximately $88,000, which letters of credit and escrow funds evidenced the
existence of financing for the Election, the Company paid & commitment fee of
approximately $872 on September 28, 1990, which fee was divided equally

between the Limited Partners.

In consideration of the services provided by Japonica Partners in connection
with the Modified Plan and the transactions contemplated thereby, Japonica
Partners received $923 on or about September 28, 1990.

F-17



(Dollars, excep: per share amo.

13. SEGMENT DATA:

The Company operates in one line of business--consumer products.
information at September 30, 1990, by geographic area is as follc
Identifiable assets-
United States
Canada and latin America
Other

-

loral identifiable assets
Corporate assets

Total assets

The Company is involved in various lavsuits from time to time arising in the
ordinary course of business and otherwise. In management's opinion after
consulting with legeal counsel, the outcome of these matters .s t¢
have a material adverse effect on the Company's financia! '
Virtually all of the lawsuits brought against the Company
preceding Allegheny International's emergence from Ch pter
the litigation claims relate to four lawsuits involvi -
contractor's claim for payment it alleges it is entit] ), & stockh
litigation against former officers, directors and advi Allegheny
International anc the Company's putative indemnity obli m relating
thereto, an alleged indemnity obligation relating ivested operation
which the Court has refused to allow as a claim ns! Company, and a
the Company's
subsidiaries.

15. ENVIRONMENTAL MATTERS:

The Company is subject to certain federal, state and local environmental laws
and regulations. The Company is complying with those laws and regulations
through remediation of sites and other activities, all of which relate
principally to certain divested operations. Certain of these sites are
subject to CERCLA, and numerous other entities have been named in conne
therewith. Although compliance involves some continuing costs, such

not expected tec have a material adv pffect upon the cajp

earnings or the competitive posit .




16. SUMMARIZED FINANCIAL INFORMAT 0!

Following is & summarized balance sheet at 30, 1990, of Sunt
Corporation, a wholly-owned subsidiary o ! Y+ which has pudl
debentures outstanding. The repayment of suc Ltuies was guarant
the Company. This condensed balance sheet reflects the realignment o
Operations as discussed in Note 2.

Assets

Lk B R R ¥ 5 F

Pursuant to the Modified P cer n former subsidiaries and di
or

Sunbeam Corporation were allocat © Sunbeam-Oster Housewares, Inc.
direct subsidieries of SAHL. iscal 1991, entities within Sunbeam

&
Corporation wil purchase products from, and sell Products to, entities wit?
H

Sunbeam-Oster ousewares, Inc. and SAHL.

uiipea




SCHEDULE 111

BEAM-OSTER CO! INC, (PARENT

CONDENSED FINANCIAL INFORMATION OF REGISTRANT

BALANCE SHEET
TEMBER 30, 1990

{In thousands)

Assets

Current assets:
Cash $ 6,017
Sundry notes and accounts receivable 4,068
Prepaid expenses and other current assets 3,120
Total current issets 13,208
Investments in subsidiar.es 349,027
Advances to subsidiaries 61,235
Noncore assets, net 12,330

$435,797

iti nd Shareholders' Equity

Current liabilities:

Accounts payable $ 3,048
Accrued liabilities 13,604
Total current liabilities 16,652
Advances from subsidiaries 37,088
Other long-term liabilities 10,819
Redeemable warrants 1,838
Shareholders' equity:
Common stock 307
Paid-in capital 133,353
Shares issuable 227,531
Warrants issuable 8,209
Total shareholders' equity 369,400
$435,797

See accompanying note to balance sheet,

F-20



SCHEDULE 111
Continued

SUNBEAM-OSTER COMPANY, INC. (PARENT COMPANY)

CONDENSED FINANCIAL INFORMATION OF RECISTRANT
NOTE 10 BALANCE SHEET

PTEMBER 199

(A) REF 0 _CONSOLIDA B HEET:

Notes 1, 2, 3, 5, 9, 14 and 15 to the Com
September 30, 1990, have relevance to the
should be read in conjunction therewith,

pany's consolidated balance sheet at
parent company balance sheet and

F-21



ALLEGHENY INTERNATIONAL, INC.

Financial Statements for the Periods Ended
on or about September 30, 1988, 1989 and 1990



ARTHUR ANDERSEN & Co

PITTSBURGH, PENNSYLVANIA

REPORT OF INDEPENDENT PL

To the Board of Directors and Stockno

Sunbeam-Oster Comp ne

We have audited the «ccompanying consolidated statements of operations,
additional paid-in capital, accumulated deficit, accumulated foreign currency
translation adjustments and cash flows of the predecessor Allegheny
International, Inc. and Subsidiaries (a Pennsylvania corporation) for the year
ended September 30, 1990. These financial statements and schedules referred
to below are the responsibility of the Company's management. OQur
responsibility is to express an opinion on these financial statemen

schedules based on our audit. The consolidated balance sheet as of

1989, and the consolidated statements of operations, additional paid

capital, accumulated deficit, accumulated foreign currency translati
adjustments and cash flows for the two years ended October 1, 1989, and
related financial statemant schedules of Allegheny International, Inc. were
audited by other auditors whose report dated December 21, 1989, included an
explanatory paragraph in which they noted that there was substantial doubt
about the Company's abi y to recover the recorded value of its assets and
continue as a going concern discussed in Notes |l and 2 to the financial
atements.

We conducted our audit in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit
obtain reasonable assurance about whether the financial statements are
material misstatement. An audit includes examining, on a test basis, evid
supporting the amounts and disclosures in the financial statements. An
also includes assessing the accounting principles used and significant
estimates made b ' management, as well as evaluating the overall financi
statement presentation, We believe that our audit provides a reasonable
for our opinion.

In our opinion, the financial statements llegheny Intermational, Inc. and
Subsidiaries referred to above present v, in all material respects, the
results of their operations and their cash for the year ended Septembe:
30, 1990, in conformity with generally




Our audit was made for the purpose of forming an opinion on the Lasic
financial statements referred to above taken as a whole. The financial
statement schedules as of or for the period ended September 30, 1990, listed
in the index of financial statements for Allegheny International, Inc. and
Subsidiaries are presented for purposes of complying with the Securities and
Exchenge Commission's rules and are not part of the basic financial
statements. These schedules have been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion,
fairly state in all material reepects the financial data required to be set
forth therein in relation to the basic financial statements taken as a whole.

W”W’é'

Pittsburgh, Pennsylvania,
March 19, 1991

F-23



ALLECHENY INTERNATIONAL, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Net sales
Cost of goods sold
Selling, genera) and sdministrative expense

Deprecistion and emortization
Corporate administrative expense

Rationalization and restructuring charges
Operating earnings (loss)

Other (income) expense, net
Inverest expense

Reorganization {tems:
Bankruptecy administration costs
Interest income on short-term investments
Ad justment Lo estimated alloved claims
Revaluation of assets and liabilities
pursuant to adoption of "“fresh start"
reporting

Total reorganization items

Loss from continuing operations before
income taxes and extraordinery gain

income taxes

Loss from continuing operations
before extraordinary gain

Earnings from discontinued operations,
net of applicable income taxes

Loss before extraordinary gain

Extraordinary gain - extinguishment of
debt upon emergence from bankruptey

Net earnings (loss)
Primary earnings (loss) per share of
common stock:w®
Continuing operations
Discontinued operations
Extraordinary gain

Net earnings (loss)

* Reclassified for comparative purposes.

(In thousands, except
per share amcunts)

$967,78¢6 $937,589 $880,213
726,816 726,311 682,520
150,832 164,658 136,997
$0.138 66,620 60,716
20,979 20,055 21,574
24,386 22,650 14,204
6,773 23,15 24 B4
12,014 26,440 102,018
32,459 (2,731) (72,120)
(517) 3,263 1,094

bh 515 36,524 34,404
7,978 17,837 19,958
(1,865%) (7,964) (17,023)

- (3,639) 25,225

. - (101,7221)
6,113 6,634 (73,564)
(17,652) (48,952) (39,104)
7,601 5,93 3,745
(25,053) (54,875) (42,849)
- - 4,629
(25,053) (54,875) (28,220)
- - 154,438
$(25,053) $(54,875) $116,218
$ (5.10) 8§ (7.80) % (6.5%)
- - A2

- - 14.00

$ (5,10) § (7.80) § .87
WERARAEE SRS SRS Res

** Fully diluted per share amounts are antidilutive and, accordingly, are not

presented,

See accompanying notes to consolidated financial statements.
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Current sssets
Cagh
Short=tere investiments
Receivables

inveniories

Frepaid expenses and other current

Tota!l current sssets

Other receivables and (nvestimen

Property, plant and equipment,

Coodwill, less sccumulated emor
her assels

Net noncurreni assets of Aiscor

Liabllities and Shavebol

Lurrent liabilities
Seasonal borrowings

Current maturities of long-term deb!

Accountis payable
Peyrolls and smployee benefit

Other accrued liadilities

ifCome Laxes

Tota! current liabil
Long-term debt
Other long-term liabilities
Prepetition liabilities
Redeemable preferred stocks

$2.19 Cumulutive Prefevence Stock (i

ahsels
Net current assets of discontinued operstions

te
net
tisation of $20.%?

tinued coperations

ders’ Equity

Lies

(involuntary liqui

Lior

and redemption values $90,382)

$11.25 Convertible Preferred
and redemption values $2¢
Commitmenis and contingencies |
Common stock
Other shareholders' equity
Additional pald~-in capital
Accumulated deficit
Accumulated forelign currency
Common stock in treasury, at

See accompanying notes

Stock (involuntary ligquidatio

Notes 2, 5, 6, 19 and 20

Ciansiation adiustments

cost

to consolidated [financial statements

$4,313
82,0642
§.45%3

W98
61,973
23,38
B, 443

1.‘(A 1

6%
§.45%

«1,582
i “et

(»c,il

167,686

8,869

a 114
LR

(&&s ,902)

(22.76)
(89,307
$858,941




ALLEGHENY INTERNATIC

CONSOLIDATED STATEMENTS OF CASH FLOwWS

n thousends
Operatiog activities:
Net earnings (loss

Adjustiments to reconcile net earnings (loss) to net

cast ided by operating sctivities
* tion and amortisation of properties
. dwil) 20,979 2C . 08¢
ion of other intangible aesets 3,127 1,519
Reorganitation items not requiring or (providing) cash &, 98 6,855
LOBE (gain) on sale of investmenis and properties 1) 1?
interest » rued on secured prepetition debt
ebligalions 608 1,036
Provision for retionalisation costs and dispose.
of invesimentis and properties 15,729 29,850
l Extreordinary gair -
Caanges in working capital, net of investing
and financing ectivities
Decrease (increcss) in
* Receivables Lk (13,382
Inventories (2,998 (13,763
ther current ascets (10,174 &, 79
Incresse (decrease) in
B Accounts payable 317,022 18,908
l Accrued listilities (34,240) (15,148
Other, net (5,118 (523
l Net cash proviced by operating activities 16,8133 15,75¢
lovestiong sctivities:
Froceeds from sale of businesses, investments and properties 29,112 29,732
. Proceeds from liquidation of credit company loar
porticlio and sale of sssets of real vertures 15,302 3,28
Capital expenditures 19.1913) 19,615
3 Net cash provided by investing activities 25,221 13,39
i Financiog activities:
A incresase (decrease) in seasonal dborrowings . &30
Fayments of debt obligations e BBL (948
Proceeds from issuance of long~term debt and
Seasonal Dorrowings
Payments i0 extinguish prepetition liabilities -
Net cash provided by {(used in) financing activities B84 2,682
Increase in cash due to changes in foreign
currency exchange rates 3,711 270
Net in s¢ (decrease) in cash and cas?
equivale 12,881 30,899 (88,822
Cash and cash equivalents at beginning of period 91,202 104,083 134,982
Cosh and cash equivalencs at end of period $104,083 $134,982 § 66,160
P L
. Suppleseotal disclosures of cash flow information
-
Cash paid during the period for
Interest $ 28,945 8§ 4,257 % 5,9
- -n
o Income taxes $ 3,627 8 4. B% § 2,382
Ll L L Ll L S T “HaNss Ry
A * Reclassified for comparstive purposes
a See accompanying notes to consolidated financial statements.
: ) F-2¢




ALLECHENY INTERNAT]

SONSOLIDATED STATEMENTS ¢

ICIT AND #5C
il SN P

CURLENCY TRANSLATION AD)USTMENTS

1]
{In thousands )

Additions]l Paid-lo Capital
Amount at beginning of period

Conversion of $11.2% Convercible Prefarred
Stock

Elimination of balance in connaction with
emergence from bankruptey

Amount at end of period

Accumulated Deficit

Amount at beginning of period
Net earnings ‘088

Accretion of $2.19 Cumulative Preference

Stoek prior t¢ Chapter 1] bankruptey
fi

in‘
Accretion of $11.2% Convertible Preferred
Stock Prior to Chapter 11 bankruptey
iling

Elimination of Sccumile .ed deficit in
connection with emergence from bankruptey

ABount at eng | pe lod

Accumu lated Foreige Currency
Yrasslation Adjustments

Amount at beginning o period

Ad Jus taent Arising from translation of
foreign Currency assets and liabilities

Chargs (credit) to Operations for sale of
D {nasges

Elisiaation of balance in connection
Witlh emergonce from bankruptey

-——————

Woun'! at end of period (2 ) 8 (22,761

ee Sccomparnying notes teo consolidated finan ‘8. stlatements




ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FISCAL YEARS 1988, 1989 AND 199¢

(Dollars, except per share amounts, in thousands)

The consolidated financial statements include the accounts of Allegheny
nternational and its subsidiaries. All significant incercompany transa ’
and balances are 2liminated in congolidatior In 1988, Allegheny
International and certain of its subsidiaries filed petitione for relief unde
Chapter 11 of the federal bankrupticy laws in the United States Bankruptcy
¢ ) .

Court for the Western Distric

t Pennsylvani
financial statements were prepa
4 4
of

a
ed on & ''going concern' basi
a . £

8
contemplated the realization ssets and the paym nt of liabilities in the
ordinary course of business; how, rer, substantially all current and long-ternm
liabilivies recorded +t the time the petitions for reorganiza on under
Chapter 11 were filed were reclassified as lcng-term prepetit.on liabilities
gince their disposition was dependent upon the outcome of the Chapter 11l
proceedings. The fiscal 1988 and 1989 financial statements neither included
any adjustments relating to the recoverability and classification of recordec
asset amounts or the amounts and classification of liabilities that might have
been necessary had Allegheny International been unabl: to continue as a going
concern, nor did such financial statements include all the adjustments
elatinig to the recoverability and classification of recorded asset amounts o1

r 0 d
all adjustments relating to the establishment, settlement ar

o
~
.8

C

classificatior

of liabilities that were required in connection with restructuring Allegheny
q . ,
International as it reorgan.zed under Chapter 1l of the federal bankruptc)

On September 28, 1990, Sunbeam-Oster Company, Inc. (Sunbeam-Oster) acquired
(the Acquisition) the assets and assumed certain l.abilities, through a
reorganization, of Allegheny International. Further information concerning
this transaction and the approved plan of reorganization is contained in
Note 2. Sunbeam-Oster accounted for the reorganization using "fresh start
reporting in accordance with the AICPA's Stactement of Position on "Financial
Reporting by Entities in Reorganization Under the Bankruptcy Code' (the SOI
and the assets and liabilities on the September 30, 1990, balance sheet
(appearing elsewhere in this Form 10-K) have been restated to allocate the
reorganization value in conformity with Accounting Principles Board Opinior
No. 16. In accordance with the SOP, the effect of the changes
sheet accounts to reflect "fresh start' reporting have been inc

n balance
uded as a
component of reorganization iteme on the 1990 consolidatea statement of
operations.

3
-
1
4




ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FISCAL YEARS 1988, 1989 AND 1990

(Dollars, except per share amounts, in thousands)

For financial reporting purposes, prepetition liabilities were adjusted to the
exprcted amount of the allowed claim when the amount of such claim could be
reasonably estimated (generally deemed to have occurred when all parties
agreed to all significant terms of the settlement). These adjustments are
separately reflected ae reorganiza‘ion items on the statements of operations.

In fiscal 1990, Allegheny International adopted a new format for its
statements of operations and cash flows to separately reflect certain
bankruptcy and reorganization itims. Interest income on short-term
investments and bankruptcy admin .stration costs (previously classified as
other income and selling, gene:al and administrative expenses, reg ectively,
in the fiscal 1989 and 1988 consolidated financial statements) have been
reclassified in the statements of operations as a component of reorganization

items.

Fiscal Year

The Company's fiscal year ends on the Sunday nearest September 30,

Discontinued Operations

The consolidated financial statements segregate continuing operations from
discontinued operations (see Note 4). Data presented in those notes pertain
only to continuing operations unless otherwise stated.

Cash and Cash Equivalents

For purposes of the statements of cash flows, cash equivalents are highly
liquid short-terr investments that have a maturity of three months or less at

the date of purchase.

Short-Term Investments

Short-term investments are stated at cost, which approximates market,

Accounts Receivable

Accounts receivable at October 1, 1989, of $232,244 includa $224,116 of trade
accounts receivable, substantially all of which were due from distributors and
retailers located throughout the United States and Canada, and sundry
receivables of $16,288, less valuation allowances of $8,160.
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ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FISCAL YEARS 1988, 1989 AND 1990

(Dollars, except per share amounts, in thousands)

Inventiries

Inventories are stated at the lower of cost or market with cost being
determined principally by the first~in, first-out (FIFO) method. Iaventories
at October 1, 1989, of $201,160 include $106,135 of finished goods, $38,407 of
vork-in-process anc 856,618 of rav materials and supplies.

Property t

Property, plait and equipment are stated at cost. The Company provides for
depreciation using primarily the straight-line method in amounts that allocate
the costs of property, plant and equipment over their estimated useful lives.
Property, plant and equipment at October 1, 1989, of $94,313 include $2,416 of
land, 845,633 of buildings and improvements, and $143,016 of machinery and
equipment, less accumulated depreciation and amortization of 896,752,

Googwill

The excass cf the cost over the fair value of net assets of purchased
businesses is recorded as goodwill and, through fiscal 1990, was amortized on
& straight-line basis over 40 years. In connection with "fresh start"
reporting, the remaining unamortized goodwill at September 30, 1990, was

written off.

Retirement Benefits

The Company has noncontributory defined benefit plans covering most of its
U.S. employees. Employees of non-U.S5. subsidiaries generally receive
retirement benefits from company-sponsored plans or from statutory plans
administered by goveranmental agencies in their countries. Pension expense for
ERISA~covered, defined benefit plans is determined under the provisions of
Statement No. 87 of the Financial Accounting Standards Board, "Employers’

Accounting for Pensions."”

In addition, the Company provides health care and life insurance benefits to
certain of its retired employees. The cost of providing such benefits is
recognized as expense vhen payments are made. However, in connection with
“fresh start” reporting as previously discussed, the Company recorded a
provision and established an accrual for the actuarially determined present
value of postretirement health and life insurance benefits relating to

divested business units.
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ALLEGHENY INTERNATIONAL, INC. AND SUBSIDI K1ES
NOTES 7O CONSOLIDATED FINANCIAL STATEMENTS
FISCAL YEARS 1988, 1989 AND 1990

(Dollars, except per share amounts, in thousands)

Income Taxes

Deferred income taxes are not provided for on the undistributed earnings of
foreign subsidiaries, since such earnings are considered to be permanently

reinvested.

Earnings (Loss) Per Share of Common Stock

Frimary per share amounts are determined by dividing earnings available to
common sharenolders (net earnings or loss less dividend requirements, whether
or not accrued or paid, and accretion requirements, whether or not recorded,
of the $2.19 Cumulative Preference Stock and $11.25 Convertible Preferred
$tock) by the weighted average number of shares of common stock and dilutive
common stock equivalents outstanding. Common stock equivalents included stock

options and stock awards.

Fully diluted per share amounts are computed on the additicnal assumption that
the $11.2% Convertible Preferred Stock was converted into common stock at the
beginning of each year with appropriate ad justments being made to earnings
available to common shareholders for dividend and accretion requirements of
the $11.25 Convertible Preferred Stock,

2. BANKRUPTCY AND REORGAYIZATION:

On February 20 and May 3, 1988, Allegheny International, Inc. and certain of
its subsidiaries (collectively, the Debtors) filed petitions under Chapter 11
with the Bankruptcy Court for the Western District of Pennsylvania (the Court),

The Debtors' Plan of Reorganization (the Stock Plan) was filed with the Cour:
on December 29, 1989. ™n January 24, 1990, Japonica Partners, a Rhode Island
limited partuership (Ju ;onica Partners) and the general partner of
Sunbeam-Oster Equities, L.P., a Delaware limited partnership formed by
Japonica Partners (SOE), filed its Plan of Reorganization with the Court. The
general partners of Japonica Partners are Paul B, Kazarian, 1td., &
corporation wholly owned by Paul B. Kazarian, and M.G. Lederman, Ltd., a
corporation wholly owned by Michael G. Lederman,

On September 13, 1990, the Court approved # modified Stock Plan (the Modified
Plan). In accordance with the Modified Plan and pursuant to an Asset Purchase
Agreement, dated as of September 28, 1990, Sunbcam-Oster acquired all of the
assets of Allegheny Iniernational (through a reorganization) including the
capital stock of the direc* subsidiaries of Allegheny International in
consideration of the assumption by Sunbeam-Oster of certain liabilities of the
Debtors and the satisfaction of the interests of the equity holders of
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ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES T9 CONSOLIDATED FINANCIAL STATEMENTS
B 9 9

(Dollars, except per share amounts, in thousands)

Allegheny International (the Equity Holders) and the allowed claims of certain
creditors of the Debtors (the Creditors). Pursuant to the Modified Plan, upon
the consummation of the Acquisition, the assets and undischarged liabilities
of the Debtors were allocated among three of Sunbeam-Oster's subsidiaries:

(i) Sunbeam Americas Holdings, Ltd., (SAHL), (ii) Sunbeam-Oster Housewvares,

Inc. and (ii4) Montey Corporation.

In connection with the initial capitalization of Sunbeam-Oster, SOE purchased
300 shares of common stock at $2.33 per share. In addition, pursuant to the
Modified Plan, on September 28, 1990, 30,678,684 shares of common stock were
issued to SOE in satisfaction of Allegheny International secured bank claims
held by SOE. The share data herein gives effect to a 3-for-l stock split
declared on December 10, 1990.

The Modified Plan also provided for certain Creditors and Equity Holders to be
granted an election (the Election) to satisf, their claims and interasts
througa the receipt of either (i) cash or (ii) newly issued common stock or
redeemable warrants. The Election period ended on November 12, 1990,

Pursuant to the Modified Plan, Japonica Partners was permitted to decide
wvhether Creditors and Equity Holders who failed to effectively exercise their
Election would receive cash or securities. On November 28, 1990, the Company
LOsued a press release announcing that cash would be distridbuted to such
Creditors and Equity Holders. On or about December 12, 1990, an aggregate of
approximately $85,200 in cash, 33,17¢,406 shares of common stock and 5,623,783
redeemable warvants were distributed, or reserved fcr distribution, to
Creditors and Equity Holders. In consideration of the $85,200 used to fund
this cash distribution, the Company issued B39,974 shares of 9.5% Convertible
Exchangeable Preferred Stock to the limited partners of SOE (the Limited
Partners). SOE received approximately $2,300 in cash, 32,874,462 shares of
common stock and 4,422,178 redeemable warrants. Accordingly, SOE owns
spproximately 99.6% of the issued end outstanding common stock (95.1% on a
fully diluted basis) of Sunbeam-Oster.

AIR of Dallas, Inc., AIR Realty of Houston, Inc., Allegheny Sherry Lane
Management, Inc., and Allegheny International Credit Corporation (the
Continuing Debtors) remain in Chapter 11 proceedings.
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ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FISCAL YEARS 1988, 1989 AND 1390

(Dollars, except per share amounts, in thousands)

3. REORGANIZATION I1TEMS:

As part of the bankruptcy claims negotiation process, Allegheny International
reached agreements with respect to the allowed amounts of certain claims, and
reflected the adjustments to estimated allowed claims in the statements of
operations as a component of reorganization {tems. The statements of
operations include the following amounts of expense (income) representing
settliementy of estimated alloved claims:

1989 1990
Insurance claims 5 - $ 22,975
Debt obligations - 10,237
Interest expense on unsecured debt

obligations - 38,282

Rejected executory contracts (3,439) -
Income tax obligations - (46 ,269)
$ (3,439) 8 25,225
SRRERERE BEENEREse

In connection wich the adoption of fresh start reporting to record the
emergence from bankruptcy, assets and liabilities were revalued ot fair value
in accordance with the purchase accounting procedures prescribed by Accounting
Principles Board Opinion No. 16. Included in the 1990 statement of operations
are the following components of expense (income) reflecting the revaluation of
assets and liabilities:

Revaluation of property, plant and equipment $ (BO,116)
Adjustment to intangible assets pursuant to

Modified Plan (41,896)

Pension and postretirement benefit obligations 27,857

Adjustments to other assets and iiabilities (7,566)

$(101,721)

EREITITRER

Costs incurred by Allegheny International with respect to the bankruptey
administration process (principally professional fees) have been classified as

reorganization items,

Interest income earned by Allegheny International on cash accumulated since
the Chapter 11 filings, and which was invested in marketable securities, also
is categorized as a component of reorganization items,
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ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIARIES

NEOLIDATEL FIN A NT

EISCAL YEARS 1988, 1989 AND 1990

(Dollars, except per share amounts, in thousands)

4. DISCONTINVED QPERATIONS

In 1987, Allegheny International decided to dispose of or liquidate all
nonconsumer products businesses. As & result of this decision, Allegheny
International classified all such businesses as discontinued operations in
1987 and recorded provisions for their estimated operating losses and losses

on disposition,

During fiscal 1988, Allegheny International sold its pyrotechnic devices and
carbide cutting tools businesses and its 50% ownership interest in Tel-Thermco
Engineerine Co., Ltd., Total proceeds from the sale of these businesses were

$17,318 cash,

During fiscal 1989, Allegheny International sold substantially all of the
assets of Thermco Systems, Inc. and certain related subsidiaries, which
manufacture thermal processing equipment, and substantially all of the assets
of Alply, Inc., which manufactures insulated wall panels. Total proceeds from
the sale of these businesses, after considering certain post-closing
adjustments, were 824,509, principally cash.

During figcal 1990, Allegheny International sold its investment in Titanium
Metals Corporation of America (T™CA) (including a $3,250 note receivable from
TMCA) to the other owner of TMCA for & cash consideration of $50,000 and
recorded a gain of 825,257 on the transaction. Also, during fiscal 1990,
Allegheny International increased by $3,029 its estimates of the future losses
to be incurred on the liquidation of its finance and real estate development
assets and the collection of notes receivable relating to a former business.

In November 1989, Allegheny International retained independent environmental
consultants to assess the Company's potential exposure with regard to
environmental cleanup matters. Based upon several reports and ather available
information, the Company recorded provisions of $11,675 during fiscal 1990 to
increase its sccruals for environmental matters relating to discontinued

operations,

In addition, the carrying values of (i) the assets of Sunbeam-Oster's finance
and real estate development operations, (ii) the rail anchor business and
(iii) retained assets and liabilities of previously divested businesses were
reevaluated in fiscal 1990 and a net charge of $5,924 was recorded to
recognize management's estimate of the lower value of the assets and a higher

level of retained liabilities.
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ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIARIES
N &\ Y - NAY L'\“‘I‘ )» \:‘\"‘NA;,‘q
FISCH YEAR Vi‘ui Vi AN 90
Ars, except per share amounts, 14 EANGS
The fiscal 1985, 1989 and ve perating earnings or losses of Allegheny
Iinternational 's dis ntinued perat & 8k we &8 ANY g& I 6 ON SAale
in fiscal 1988 and 1989, have beet re Le r charged (as appropriate)
previously established accruals
Included in Allegheny Internat al's tober 1, 1989, balance sheet are the
foliowing assets and liabilities applicable ! Lecont inue perations
Receivables $15,77%
ther rrent assetls “l
A ts payabie )
Accrued lisbilities (10,597)
Net current assets of . t g perat . $ 5,18
LA B S
Investments in real estate projects $22.718
Investment in unconsolidated affiliate ed 978
viLher noncurrent assets 0,4
Prepetition liabilities 1, 345)
Other long~term liabilities 69
Net noncurrent assets of dis inued operations 49,544
EEEEanEe
5. SHORT-TERM BORROWINGS AND BANK CREDIT ARRANGEMENTS
On July 30, 1987, Allegheny International refinanced its outstanding bank
borrowings with & short-term secured revolving (seasonal) credit agreement
(the Revolving Credit Agreement). The Revolving Credit Agreement permitted
Allegheny International to borrow, repay and reborrow amounts not to exceed
$239,400, subject to reductions equal to the proceeds from the sale of
businesses and assets and reductions as scheduled in the agreement. The loar
and credit extended pursuant to the Revolving Credit Agreement were secured
by, among other things, the capital stock of certain of Allegheny
International's subsidiaries, which subsidiaries represented substantially
of Allegheny International's assets Borrowings under the Revolving Credit
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ATED F AL STATEMENT
Y 19 989 1990

(Pollars, except per share amounts, in thousands)

Following is & summary of seasonal borrowings at October 1, 1989:

Notes payable to banks $175,091
Unreimbursed letter of credit claims 23,811
Bank borrowings under overdraft arrangements 2,418
Other (principally borrowings of foreign
subsidiaries) 3,160
204 (4LBO
Debt classified as a prepetition liability
(pee Note 6) (198,902)
$ 5,578
ERmEEsme

6. PREPE)ITION LIABILITIES:

Prepetition liabilities included (i) substantially all current and long-term
liabilities of the Debtors as of February 20 or May 3, 1988 (as appropriate),
(11) adjustments to reflect prepetition liabilities at the expected amount of
alloved claims when & reasonable estimate thereof could be made (see Note 3),
and (iii1) interest accrued subsequent to February 20, 1988, on secured
prepetition debt obligations.

As part of the Chapter 11 reorganization process, the Debtors notified all
known or potential claimants for the purpose of identifying all prebankruptcy
claims against them. Claimants had until May 31 or September 9, 1988 (as
appropriate), to file claims or be barred from future action, except in
instances of claims relating to any future rejection of executory contracts as
part of the bankruptcy proceedings.

The October 1, 1989, balance sheet does not reflect as liabilities the total
amount of the claime as filed against the Debtors in the bankruptey
proceedings since a reasonable estimate of additional bankruptecy claims and
prepetition liabilities and the settlement value of certain contingent and/or
disputed bankruptey claims could not be made at October 1, 1989,
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D &rs, except per share am te, thouss
Holders of the 82.19 Preference Stock and $11.2¢ Preferre k were ent
L ne~quarter vote and one vote Per share, respectively However, whe { !
quarterly dividends on the §. Preference St kK Decame in arrears the
holders of su SLOCK were entitied to elect two a¢ t al directors 1t
Allegheny International's Board of Direct rs, vwhich right t T f suc!t
time a6 the dividends in arrears were paid r aeciared and a sum suff !
for the payment thereof set apart when six quarterly dividends on the
Preferred Stock became in arrears, the holders Cf such stock were et tled t
eilect twho pdditional directors t Allegheny Internat al's Boal {
Directors, wi horight ontinued unt Such time as the dends N arrears
were paid or declared and a sum suff ient for the payment thereof set apa
At Allegheny International's 83 Annual Meeting of Share! iers, the ! ers
'

of $2.19 Preference Stock and $11.25 Preferred Stock ting as separate
iRESES, each elected two directors t Allegheny nternat 8 $ Boar {
Directors sutsequently, one of the directors elected by the } ders of the
$2.19 Preference Stock resigned, and a replacement was t elected
Changes in redeemabdle preferred st K& iLtstanding were as | wh

3. v Umuiative s o L ‘

Preference Stock Preferre -

shares Amount shares m
Balance at September 27, 168 e, 8141 $ 66,05¢ 1,915, K8 $166 8B5¢
Accretion through dete of
bankruptey filing ] B4
Balance at tober 2, 1988 2,814,107 66,22 1,915,88 167,699
Lonversion into common stock b |
Balance at October 1, 1989 2,814,107 66,2% 1,915,72¢ 167,68¢
onversion into common stock - o

of

stock
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ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIAKIES
NITES 10 CONSOLIDATED FINANGIAL STATEMENTS
C1SCAL YEARS 1988, 1989 AND 1990

(Dollars, except per share amounts, in thousands)

9. COMMON STOCK:
Allegheny International's common stock consisted of 300,000,000 authorized
shares, par value §.66-2/3 per share.

No dividends were declared or paid on the common stock in 1988, 1989 or 1990,
and payment of dividends on the common stock was prohibited under the terms of
certain debt agreements and the provisions relating to dividend ar.earages on
Allegheny International's $2.19 Preference Stock and $11.25 Preferred Stock.
Further, che Federal Bankruptcy Code prohibited the payment of dividends
during the pendency of bankruptcy proceedings.

Pursuaiit to the Modified Plan, the interests of the holders of Allegheny
International common stock and the velated preferred stock purchase rights
(see Note 10) were satisfied in their satirety by the issuance of cash or
redeemable warrants to such holders. Accordingly, the Allegheny International
common stock ceased to exist after Septembor 28, 1990,

Changes in common stock issued and common stock held in the treasury were as
follows:

Common Stock
Common Stock lssued in Treasury

-~ - -

~Shares _ Amount _ Shares = _Amount
Balance at September 27, 1987,

end October 2, 1988 13,303,156 8,869 (2,444,238) $(89,307)
Conversion of $11.25 Preferred

Stock 211 - - -
Balance at October 1, 1989 13,303,367 8,869 (2,444,238) (89,307)
Conversion of $11.25 Preferred

Stock 209,943 140 - -

Extinguishment of stock in
connection with emergence

from bankruptey (13,513,310) (9,009) 2,444,238 89,307
Balance at September 30, 1990 - $ - - s -
BEEEDEEEEEEES Enanew rEEEREEERY EREsvees
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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(Dollars, except per share amounts, in thousands)

10. EREFERRED $TOCK PURCHASE RIGHTS:

On March 6, 1986, Aliegheny International 's Board of Directors adopted a
Preferred Stock Purchase Rights Plan in which one preferred stock purchase
right was {ssued for each share of common stock outstanding as of March 17,

| 1986. Each right allowed the holder to purchase, upon the occurrence of

| certain events, one one-hundredth of a share of a new Series B Preferred Stock

| of Allegheny International at an exercise price of $60.00, The rights

| sutomatically attached to all shares of common stock outstanding on March 17,
1986, or issued thereafter, Rights were exercisable if an entity either
scquired 20% or more of the voting power of all Allegheny International shares
or announced a tender or exchange offer after which such entity would own
shares with 30% or more of the voting power of all Allegheny Internationsl
shares.

If any person or entity became the owner of shares representing 30% or more of
the voting power, or if Allegheny International was the surviving corporation
in a merger with an entity owning shares representing 20% or more of the
voting power & 4 Allegheny International 's shares were not changed or
convertes, the rights owned by such person or entity could not be exercised
and each other right would entitle its holder to purchase, at the exercise
price, common shares of Allegheny International having a value of twice the
exarcise price. As described in Note 9, the rights ceased to exist after
September 28, 1990,

11. $T0CK OPTIONS:

Following is a summary of stock option transactions.

1975 Stock Option Plan 1985 Plan
Number Per Share Number Per Share
of Shares Price Range of Shares _Price Range
Shares under option at
September 27, 1987 15,500 $22.63 684,000 $17.00-$18,75
Surrendered or terminated (8,000) 22,63 (389,000) 17,00~ 18.75
Shares under option at
October 2, 1988 7,500 22.63 295,000 17,00~ 18.75
Surrendered or terminated (7,500) 22.63 (145,000) 17.00- 18,75
Shares under option at
October 1, 1989 - 150,000 17,00~ 18.75
Surrendered or terminated - (150,000) 17.00~ 18.75
Shares under option at
September 30, 1990 - ~
| mEeunsn EEIzses
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A 19 989 96

(Dollars, except per share amounts, in thousands)

The ability to grant further options under the 1975 Stock Option Plan expired
in 1985, Under the Al Stock Option and Stock Award Plan (the 1985 Plan),
common stock avards or grants of stock options for up to 2,000,000 shares of
common stock could be given to officers and key employees during a :en-year
period ending March 4, 1995, All stock options under the 1985 Plan terminated

on September 28, 1990,

in addition to the stock options listed in the preceding teble, Aliegheny
International made restricted stock awards covering 150,500 shares of common
stock. Lowever, no shares of common stock were issued with respect to such

stock awards.

With respect to apprecistion rights and stock awards, $17 and $121 were
charged to expense during fiscal 1988 and 1989, respectively, and no charge to
expense was recorded in fiscal 1990,

12, RETIREMENT BENEFITS:

Allegheny International has defined beneiit retirement plans covering many
domestic employees. Benefits for hourly employees generully are based on
years of service while benefits for other employees are based on final average
earnings, Social Security benefits and years of service. Allegheny
International 's policy is to fund the minimum amount required under EKISA,

Plan assets are held by an independent trustee or, in certain circumstances,
by insurance carriers. The plans' assets ionclude cash and cash equivalents,
corporate and government bonds, common stocks, mutual funds, real estate and
venture capital limited partnership interests.

In 1986, Alleghe.y International adopted the expense recognition provisions of

Statement No. 87 of the Financial Accounting Standards Board, 'Employers'
Accounting for Pensions," for its U.S. defined benefit pension plans.

F=bd



ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIARIES

NSOLIDA A N

EISCAL YEARS 1988, 1989 AND 1990

(Dollars, except per share amounts, in thousands)

Net periodic pension cost for Allegheny International’'s U.§. defined benefit
pension plans included the following components:

1988 1989 1990
Service cost - benefits earned during the period § 1,202 8 1,035 ¢ 903
Interest cost on projected benefit obligation 15,388 15,025 12,725
Actual return on plan assets (974) (18,102) (12,307)
Net amortization and deferral (10,517) 7,519 310
Net periodic pension cost f 5,099 8§ 5,477 8§ 1,631
aTnEranm EEnEEEw EEzsEnen
Assumptions:
Discount rate 10.0% 9.0% 10.0%
Compensation inflation rate 8.0 7.0 7.0
Long~term rate of return on assets 10.0 10.0 10.0

The funded status of Allegheny International's company-sponsored, U.5. defined
benefit plans at October 1, 1989, was as follows:

Actuarial present value of benefit obligations:
Vested benefits
Nonvested benefits

Accumulated benefit cbligation
Effect of assumed increase in compensation
levels

Projected benefit obligation for services
rendered to date
Plan assets at fair value

Projected benefit obligation less than (in
excess of ) plan assets

Unrecognized ret gain

Unrecognized prior service cost

Unrecognized net transition (asset) obligation

Pension liability recognized in the
consolideted balance sheet

Fedb

Assets Exceed
Accumulated

Benefits

815,997
259

4,528
(2,169)

$
(3,325)

- -

$ (961)

Accumulated
Benefits

Exceed Assets

$146,16!1
1,857

-

148,018

150,815
110, 346

-

(40 ,469)
(1,813)
B62
16,352

$(25,068)
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(Dollars, except per share amounts, in thousands)

In addition, certain of Allegheny International's U.§. operating units provide
defined contribution profit sharing plans which cover all eligible employees
lés outined) of such operating units. Substantially all contributions to such
plans, which amounted to $3,766 in (988, 84,212 in 1989 and 83,552 in 1990,
are based on the earnings of the uperating units.

Effective Cctober 2, 1989, Allegheny International adopted the minimum
liability provisions of Statement No 87, This resulted in the recognition of
an additional pension liability and an intangible asset of $8,804 and §7,450,
respectively, and & reduction of shareholders' equity of $1,354. At the same
time, Allegheny International adopted the expense recognition provisions of

‘Statement No. 87 for its non-U.5, defined benefit plans, which adoption did

not have a material effect on the fiscal 1990 results of operations.

Total pension cost of the non-U.8, plans, including contributions to
governmental agencies for non-U.S. statutory plans, was $236 in 1988, $368 in
1989 and $385 in 1990,

The total cost of providing health care and life insurance benefits to
currently retired employees amounted to approximately $3,025 in 1988, $3, 825
in 1989 and $3,425 in 1990,

13. INCOME TAVES:

Loss from continuing operations before income taxes and extraordinary gain
include domestic ond foreign earnings (losses) as follows:

1988 1989 1990

Domestic $(28,292) $(47,320) $(12,850)
Foreign 10,640 (1,632)  (26,254)

- B et

$(17,652) $(4B,952) $(39,104)

Falt
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NOTES T0 CONSOLIDATED FINANCIAL STATEMENTS
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(Dollars, except per share amounts, in thousands)

Income taxes applicable to continuing operstions end discontinued operations

include current and deferred taxes (tux benefits) as follows:

1988 19459 1990
Current!
Federal $ 1,060 § - 8 -
Foreign 6,892 7,170 3,147
State 302 227 -
8,235 7,397 3,147
Deferred:
Federal (543) W98 L98
Foreign (266) (1,972) -
State (2%) - -
(834) (1,474) 498

- S

$ 7,601 8§ 5,923 § 3,645

Total income taxes (tax benefits) have been classified in the statements of
operations as follows:

1988 1989 1990

Continuing operations $ 7,401 8§ 5,923 8 3,745
Discontinued operations -

- - - -

$ 7,601 § 5,923 8 3,645

The primary sources of deferred income taxes and the tax effect thereon are
follows:

988 1989 1990

Depreciation $ (673) 8 - $ -
Unrealized foreign exchange gains

or lcsses (1,869) - -
Plant rationalization costs 2,086 (2,126) -
Other (378) 652 L98

- - - - -

$ (B34) 8§ (1,476) 8 LS8

Fab?

- (100)



ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIARIES
NOITES TO CONSOLIDATED FINANCIAL STATEMENTS

Y 9 99

(Dollars, except per share amounts, in thousands)

At September 30, 1990, the Company had tax loss carryforwards of spproximately
$188,500 available to offset future taxable income. These carryforwards will
expire during the period 2001 through 2005, The full realization of the tax
benefits associated with the carryforvards depends predominantly upon the
recognition of taxable ordinary income during the carryforward period.

Operating loss carryforwards of Allegheny International's foreign subsidiaries
totaled §5,200 at September 30, 1990, and expire as follows: 82,300 in 1991,
$1,000 in 1992 and 81,900 in subsequent years. The tax benefits that might
arise from these operating loss carryforwards have not been reflected in the
financial statements.

A reconciliation of income tax expense of continuing operations with the
expected income tax benefit computed by applying the statutory federal income
tax rate to earnings (loss) from continuing operations before income taxes and
extraordinary gain is as follows:

1588 1989 1950

Income tax benefit computed at the

federal statutory tax rate of 342 $ (6,002) $(16,644) $(13,29%)
Nondeductible amortization 3,25 2,049 1,372
Nontaxable iacome resulting from

"fresh start" reporting - - (34,585)
Foreign earnings taxed at ratwus other

than the federal statutory tax rate 2,081 4,267 9,404
Foreign losses with no tax benefit 83 1,486 2,419
Federal tax benefit of operating losses

not recognized 8,048 14,503 37,958
Other (33) 262 472

$ 7,401 8§ 5,923 § 3,74
BEIL.LEwR SsEsESES RERTssar
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(Dollars, except per share amounts, in thousands)

16. SUPPLEMENTARY STATEMENT OF OPERATIONS DATA:

Interest expense

~1088

1989

19590

$ 44,515 8 36,524 8 34,404

Due to the Chapter 11 filings, Allegheny In:ernational suspended the accrual
A a result,

approximately $20,600, $33,200 snd 833,300 of interest expense was not accrued

of interest on its unsecured prepetition debt instruments.

in fiscal 1988, 1989 and 1990, respectively.

Other (income) expense, net:
Interest income
Foreign exchange (gain) loss
(Gain) loss on disposition of properties
and investments
Other

Research and development expense
Maintenance and repairs
Advertising expense

Export sales to unaffiliated customers

F-50

1988

1985

1990

$ (3,431) 8 (4,122) 8 (2,615)

1,291

(269)

1,872

-

4,088

717
2,580

-

$ (517) 8 3,263

$ 10,921

ExTeERES

$ 19,413

$ 51,765

$ 21,229

LR R
$ 9,041

$ 21,387

EErassses

$ 4B,557

$ 25,616

(1,301)

4,450
560

$ 1,004
L T2 3% 3.3 7
$ 6,329

$ 18,362

$ 45,308

$ 31,003

EmzEsuss
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Following is summarized financial
wholly«owned subsidiary of Allegheny
debentures outstanding

Summarized Balance Sheet
Assets

rent assets

operty, plant and eguipment
irrent intercompany trecs

ner assets

liabilities
tion liabilities
rrm intercompany |

ong~term liabilities

olders’' equity

Operati

Net sales

Cost of goods sold

Depreciation and amortizatior

Selling, general and administrative expense

Rationalization and restructuring charges
. ;

Operating earnings (loss)

Loss from continuing ope

before extraordinary

Net loss




ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
989 99

(Dollars, except per share amounts, in thousands)

18, | ION _ABOU H A 'S BUSINESS:

Within its single line of business~-consumer products--the Company has five
major business groups: (i) The Outdoor Products Group, consisting primarily of
g§as barbecue grills, casual outdoor furniture and & line of outdoor time and
temperature instruments; (ii) The Home Comfort and Personal Care Products
Croup, consisting of a broad line of warming blankets and throws, health care
and comfort products such as vaporizers, humidifiers and portable heaters,
hair care products, and blood pressure and temperature monitoring equipment;
(iii) The Professional Products Group, providing barber and beauty shops, food
service, and pet and agriculturel markets with selected Company producte which
have been adapted to commercial applications; (iv) The Household Products
Group, having responsibility for & full line of small electrical kitchen
appliances including mixers, Ostarizers, Oskar food processors, toasters,
irons, can openers, food scales and thermometers, timers and coffee makers, as
well as a diverse line of indoor household time and weather instruments; and
(v) The International Group which manufactures and markets a broad range of
the above-mentioned products in world markets.

The only products which contributed more than 10% to consolidated sales were
small household appliances and outdoor patio products. Sales of small
household appliances amounted to $44)1,849 in 1988, $413,180 in 1989 and
$385,695 in 1990, and sales of outdoor patio products were $312,902 in 1988,
$305,107 in 1989 and $315,114 in 1990. Wal-Mart Stores, together with its
affiliate, Sam's Wholesale Club, accounted for approximately 11% of
consolidated sales in 1990. The Company's four next largest customers
comprised an additional 21% of sales.

Operating profit by geographic area does not include corporate administrative

expense, interest expense, income taxes or other income. Identifiable assets

are those assets used directly in the operations, and exclude corporate ass:ts
and the net assets of discontinued operations. Sales between geographic area

are not material and are made primarily at cost plus a markup.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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(Dollars, except per share smounts, in thousands)

Financial information by geographic area follows.

Net sales:
United States
Canada and Latin America
All other geographic areas

Operating profit (loss):
United States
Canada and Latin America
All other geographic areas

Corporate administrative expense
Rationalization and restructuring charges:
United States
Canada and Latin America
A.l other geographic areas

Operating earnings (loss)
Other (income) expense, net
Interest expense
Reorganization items

Loss from continuing operations before
income taxes and extrao:sdinary gain

ldentifiable assets:
United States
Canada and Latin America
All other geogiaphic areas
Total identifiable assets

Corporate assets
Net assets of discontinued operations

Total assets

F=53

1988 1989 1§50
$827,767 $797,191 8 781,173
121,594 124,749 113,868
18,428 15,649 15,162
$967,786 $937,589 § 880,233
sERassen EEssaEEs ERERsnEEn
$ 53,060 § 36,796 8 32,551
15,989 13,313 7,784
130 (3,544) (1,193)
69,159 46,565 39,142
(24,386) (22,850) 14,2094)
(10,636) (24,448) (B8,152)
(1,678) - (9,080)
- (2,000) (4,776}
32,459 (2,731) (77,170)
(517) 3,263 1,094
4,515 36,524 34,404
6,113 6,434 (73,564)
$(17,652) $(48,952) ¢ (39,104)
EEyYEREER sSEEEREE® sESRERERS
$492,034 8$511,434
90,996 86,664
21,563 20,140
604,593 618,238
150,103 185,977
82,142 54,726
$836,838 $858,941
ENERESR® sESrsREnRR



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FISCAL YEARS 1988, 1989 AND 1990

(Dollars, except per share amounts, in thousands)

19. LEGAL PROCEEDINGS:

The Company is involved in various lawsuits from time to time arisirg in the
ordinary course of business and otherwise. In management's opinion after
consulting with iegal counsel, the outcome of these matters is not expected to
have a material adverse effect on the Company's financial condition.
Virtually all of the lawsuits brought against the Company relate to matters
preceding Allegheny International's emergence from Chapter 11, The bulk of
the litigation claims relate to four lawsuits involving, respectively, a
contractor’'s claim for payment it alleges it is entitled to, a stockholder
litigation against former officers, directors and advisers of Allegheny
International and the Company's putative indemnity obligation relating
thereto, an alleged indemnity cbligation relating to a divested operation
which the Court has refused to alicw as a claim against the Company, and a
class action brought by a group of former employees of one of Lne Company's

subsidiaries.

20. ENVIRONMENTAL MATTERS:

The Company is subject to certain federal, state and local environmental laws
and regulations. The Company is complying with those laws and regulations
through remediation of sites and other activities, all of which relate
principally to certain divested operations. Certain of these sites are
subject to CERCLA, and numerous other entities have been - .imed in connection
therewith., Although compliance involves some continuing vosts, such costs are
not expected to have a material adverce effect upon the capital expenditures,
earniags or the competitive position of the Company.

Fe34
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UARTERLY FINANCIAL DATA (UNAUDITEL

‘ J |
o tober January April July
December Marc!t Juneg oeptember
in millions, except per share data
. Fiscal yy
4 Net sales $ & 8 $253.7 ¥ ' s
st of goods sol 135.8 2 ¥
selling, genieral and administrative
expense 6.4 35,4
el.8 13.4 11.64
Vepreciation and amortizatior 23 5.6 S.4
: Corporate adminigtrative expense b.3 h,3 .7 -
L > o | { »

=
2
x
~
-
-
]
-
~
-

>

>
o
£

perating earnings (loss)

Earnings (loss) from continuing
operations before extraordinary
gair $3:1) (?20.6) { 1) '

1

Net earnings (loss) (3.1) (7.4) el ) 158 .8

Primary earnings (loss) per share of

common stock: (a)(t
Continuing operations $(.98 $(2.59) 8(z.61) § 3§
Net earnings (loss (.98 (1.38) (3.51) .




ALLECHENY INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FISCAL YEARS 1988, 1989 AND 1990

(Dollars, except per share amounts, in thousands)

Fiscal 1989:
Net sales
Cost of goods sold
Selling, general and administrative
expense

Depreciation and amortization
Corporate administrative expense

Rationalization and restructuring
charges

Operating earnings (loss)

Net earnings (loss)

Primary earnings (loss) per share
of common stock (a)(b)

July=-

$207.4
163.9

(2.3)
26,0

(26.3)
(36.7)

October- January- April-
%t.cmm June
In millions, except per share data)

$ 227.0 $268.3  $234.9
162.8 212.2 187.4
7.4 3.4 36.6
6.8 21.7 10.9
5.4 5.3 5.1

5.6 6.1 5.9
15.8 10.3 (0.1)

- - 2.4
15.8 10.3 (2.5)
1.8 (L.6) (15.4)
$ (.53) #(1.12) #{(2.10)

$(4.06)

(a) Fully diluted per share amounts are antidilutive and, accordingly, are not

p.esented.

(b) As a result of changes in the number of shares outstanding, the sum of the
quarterly earnings per share amounts, which are based on average shares
outstanding during each quarter, does not equal the annual earnings per
share amounts, which are based on average shares outstanding during the

respective years.
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FISCAL YEARS 1988, 1989 AND 1990

5

(Dollars, except per share amounts, in thousands)

Included in the earnings (loss) from continuing operations for the fiscel 1990
first, second, third and fourth quarters are charges ~f $5.9 million, $15.4
million, $15.0 million and $65.7 million, respectively, for plant and product
line rationalizations and plant and corporate restructuring costs. Such
charges include provisions for (1) the costs associaced with the
discontinuance of several major home air treatment products, & pest concrol
device and several small kitchen appliance products, (2) the integration of
the Sunbeam and Oster small appliance operations, thereby eliminating
redundant manufacturing, selling and administrative expense, (3) the
consolidation of several manufacturing activities within the casual furniture
operations, (4) the downsizing and relocation of the design and development
function for the U.S.-based bedding products operations, (5) the liquidation
of the business and assets of the bedding products manufacturing operation in
the United Kingdom, (6) the costs of significantly downsizing two
European-based appliance marketing operations, (7) the phase-out of
manufacturing activities in Canada and the consolidation of duplicative
Canadian sales, marketing, administrative and warehousing activities, (8) the
elimination of several redundant U.S. manufacturing facilities and, in
connection with these actions, the outsourcing of selected finished product
lines and component parts was begun, (9) downsizing and relocation of the
corporate office and (10) the closure of the Hong Kong administrative office,

Included in the net loss for the fiscal 1989 third and fourth quarters are
charges of $2.4 million and $24.0 million, respectively, for plant
rationalization, business restructuring and product write-off costs associated
with the domestic warming blanket and small appliance businesses and the
European~based small appliance operations, and corporate restructuring charges.
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ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIARIES
AMOUNTS RECEIVABLE FROM RELATED FARTIES AND UNDERWRITERS,

PROMOTORS AND EMPLOYEES OTHER JHAN RELATED PARTIES

FOR 1988, 19

Lews

9 AND 196(

Balance at e of Period (a)

"o
{®
e
b
O
Q.
-4
>
10
=
-~
»
-
v
o
N
2 =
v ey
- v

Year ended
September 30, 199%90:
J. T. Dougherty § 24 $ - $ - $ - $ 724 8
0. S. Travers 500 - 3191(d) 109¢(

All others
(53 persons) 25,542 - 3,89¢ 1,080(¢) 3,01¢ 9,808
7,743(d S5(b .

-
1]
o

4
o
o
w»
.
v
La™
£
"
o
£
.
3
z
™

n -
£
x
r
»

October 1, 1989:

J. T. Dougherty % 724 $ - $ - $ - $ - $ 724

0. §. Travers 500 - - - - 50C
All others

(59 persons) 28, 388 . 1,168(d 16(b) $.23¢8 20,307

$29,612 - $ 2,598 $248 $5,23 :
SEZZmmas ==l EasTaes =Easw EEmsEss = z

Year ended

tober 2, 1988:

J. T. Dougherty §$ 724 $ - $ - $ - $ - $ 7
H. C. Graves 676 . . - - 67¢
0., §. Travers 500 - - - - 50C

Ve

31,258 $10 $,65¢6 $ - $4,712 824,9(
L 2 -5 3 30 4 L RSN BERZEESE EEESE L 5 & & 3 & L 2 F 2 & B B

Notes:

(a) Balances represent 2% promissory notes from current and former key
employees which mature at various dates through C ber 1994,
(b) Translation adjusti- st on foreign currency denominated borrowing.

(¢) Represents discount to effec

o

uate early repayment of loans.

(d) Represents formal offset of notes receivable against obligations of

Allegheny International which were payable to former key employees.

* Represents balances included in the September 20, 1990, consolidated
balance sheet of Sunbeam-Oster Company, In
A




GHENY INTERNATIONAL, IN

PARENT

SCHEDULE 111

ANY)

CONDENSED FINANCIAL INFORMATION OF REGISTRANT

STATEMENTS OF OPERATIONS

Net asset charge to subsidiary companies
Other income (expense), net

Costs and expenses:
Depreciation
Selling, general and administrative
Rationalization and restructuring charges
Interest

-Reorganization items:
Bankruptcy administration costs
Adjustment to estimated allowed claims
Interes: income on short-term investments
Revaluation of assets and liabilities
pursuant to adoption of "fresh start'
reporting

Total reorganization items
Total costs and expenses

Earnings (loss) before income taxes,
equity lous and extraordinary gain

Income taxes

Earnings (loss) before equity loss and
extraordinary gain

Equity in net loss of subsidiaries
Extraordinary gain - extinguishment of
debt upon emergence from bankruptcy

Net earunings (ioss)

* Reclassified for comparative purposes.

1933:_ 1989w 1990
(In thousands)

$ 51,000 $ 44,000 8§ 44,000
4,581 (971) 3,340
55,581 43,029 47,340
747 376 202
16,343 14,996 9,458
1,010 2,969 5,469
37,883 29,432 27,508
6,228 15,087 17,342

- (3,439) (13,697)
(48) (1,578) (1,767)

- o ( 3 ' 988 )
6,180 10,070 £2,110)
62,163 57,843 40,527

472 - >

(7,054) (14,814) 6,813
(17,999) (40,061) (45,033)
- - 154,438
$(25,053) 8$(54,875) $116,218
WERERETSE ZxmZITES Ezmzsssn

See accompanying notes to financial statemencs,
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ALLEGHENY INTERNATIONAL, INC. (PARENT COMPANY)
CONDENSED FINANCIAL INFORMATION OF RECISTRANT
PALANCE SHEET AT LCTOBER 1, 1989

(In thousends)

Assels

Current assets:
Cash
Shorteterm investments
Sundry notes and accounts .eceivable
Advances to subsicdiaries and affilistus
Prepaid expenses and other current arsets

Total current assets

Investments in subsidiaries and affilistes
Advances to subsidiaries and affiliates
" Other receivables and investments
Property, plant and equipment at cost:
Land, bulldings, machinery and equipment
Accumulated depreciastion and amortization

Other assets

Liabilities and Sharehoiders’ Equity

Current liabilities:
Accounts payable
Accrued liabilities

Total current liabilities

Other long~term liabilities

Prepetition liabilities:
Payable to third parties
Payable to subsidiaries

Redeemable preferred stocks:

$2.19 Cumulative Preference Stock (involuntary
liquidation and redemption values ($9%0,382)

$11.25 Convertible Preferred Stock (involuntary
liquidatior and redemption values ($261,616)

Common stock

Other shareholders' equity:
Additional paid-in capital
Accumulated deficit

Accumulated foreign currency translation ad justments

Common stock in treasury, at cost

See accompanying notes to finencial statements.

F-60

SCHEDULE 111
Continued

L) 238
18,301
5,787
1,430
2,612

- e

26,388

749,290
Lld, 783
25,164

9,780
(8,3%3)
1,427
b, 424
$1,223.45
emAL AR S. ks

$ 7,329
20,191

27,520

16,901

449,877
831,531

66,227

167,686
8,869

214,118
(k&6 ,902)
(22,781)
(89,307)

81,223,456
L L e



SCHEDULE 11}

fontinyued

ALILCHENY INTERNATIONAL, INC. (PARENT COMPANY)

CONDENSEL i

REC IS TRANT

1900 1989 __(9%0
(In thousands
Operstiong Activities:
Net earnings (loss) $(25,083) $(54,875) $11¢6.218

Adjustiments to reconcile net sarnings (loas)
Lo net cesh provided by (used in) Operating
activities

Depreciation and amortisation of

properties and goodwill 747 3% 202
3 ) Amortizetion of other intangible assets 1,48 102 50
|
l , Bquity loss 17,999 40,081 45,033
\ Irterest accrued on secured
oy prepetition debt obligations ‘6,841 30,149 8,877
A Income from net asset charge to subsidiary
companies, net of paywents recelved (63,636) (32,572) (34,.B40)
Wi Extraordinary gain - . 154 ,438)
ik Reorganization items not requiring
! or (providing) cast 1,83 5.16 16,966
L Changes in working capital, net of
» investing and financing sctivities
) Decrease (increase) ir
1 Receivables 6,128 86 {1,59)
Frepaid expenses and other
Current assets «.371 (19 (1,122
‘0AN! Increase (decrease) in
Vil Accounts payable (0,658) (&,284) (3,966
Accrued liabilities (6,988) 1,763 (7,433)
{ Other, ne |48 5,716 1,154
‘.\ Net cash vsed in operating sctivities (30,77%%) (8,109) (28,82¢)
lovestiog Activities:
{ Proceeds from sale of investments and
rties 1713 2 964 )
- properties . :‘Vb 50,09¢
\ Increase in advances from subsidiaries 64,518 17,187 191,05¢
! \ -— - ——— - - — - ——— e
¥ . Net cash provided by investing
WA activities 66,291 20,13 41, 14
' v
Ficanciog Activities:
Fayments of debt obligations (30,008) - -
! Paymenis to extinguish prepetition liabilities - - (224 ,842)
gl Net cash used in financing sctivities (30,006) - (224,842
{ Net locresse (decrease) in cash
\ . and cash equivalents 5,509 12,022 (12,%22)
"l
\l
\ | Cash and cash equivalents at beginning of period 1,008 6,517 18,539
i .14 - -
‘[ Cash and cash equivalents at end of periodew $ 6,517 8 18,539 8 4,017
“\ SR anwaew
AW Supplemental Disclosures of Cash Flow
YL luformation:
TR\ Cash paid during the period for:
Al Interest $ 15,998 - $ 1,591
‘ \ Income tLaxes i 327 % 2 4 -
] \ L Y -
) i
\F/EN * Reclassified for comparative purposes
J=; ** Represents Sunbeam-Oster Company, Inc. (parent company) at September 30,
|
A 1990
|
i
See accompanying notes to financial statesents
.‘ \.‘
(AN Feb




ALLEGHENY INTERNATIONAL, INC. (PARENT COMPANY)
CONDENSED FINANCIAL INFOR N OF REG!STRANT
S TATEMENTS

AND 16§90

(Dollars in thousands)

The consolidated statements o diti i paid-in capital, acc
and accumulated foreign ¢ 1C) nslation adjustments, and

L |

&, 5, 8, 9, 10, 11, 13, 19 and 2C Allegheny International co lidated

10

financial statements for 1 198 d 1990, have relevance tc ¢ parent
company financial statemer an hould be read in conjunctic

o At COX

(A) LONG-TERM [
Long-ter bt Jctober | 989, 1s sumnarized as fo

9.75% notes, Jdue throu

L.625% to 6.75% notes

9% Sinking Fund Debent

7.14% to 9.75% industri
and mortgages (8.0%v),

Debentures,

121 imputed at
Fund Debentures,
2,798 imputed at
‘'und Debentures,

discount of

sighted average interes

f

debt instruments of
ting the payment of
(other than dividends

ey Code hibited

J




ALLEGHENY INTER

.

NDENSEI

NOTES

FOR

v
JO

(B) PREF

liabi le

1989,

lities
balar

Prepetit
October

payat

ce sheet

Notes payable to banks

Unreimbursed letter

Long~term debt, inc
ingt imeuts

ingtal
tized debt

cre

3

4
1 d 4
suQan

Unamor discount

\

a.

Tot

i¢ debt

\Ls payable
liabilities

the

3
u

Under the terms of
shown in the preced
Chapter 11 filing.
until the conclusion

various
table

in
t Such debt,
1 of
(C) OPERATING LEASES:

Rental expense for operating leases amounte

and $914 in 19950. The Company'
leases as of September 30,

FINANC 1Al

- -

be

the Chapter

1990,

NATIONAL, INC

L INFORMATION OF REGISTRANT

FINANCIAL STATEMENTS

1988, 1989 AND 1990

llars in thousands)

to
are

included in the acc

follows:

third parties
summarized as

claims

current

A
Galk

debt instruments, substantially all of the
came immediately due and payable upon the
however, could not be paid or restructured
11l proceedings.

|

1989

ina
ing

$798
opera

in

to $1,18]1 in 1988,
ligations under noncancelable
were not material.

d
» 5

Vi

8§ ©

-
-




Balance at Charged to Charged

t
beginning Costs and to Othe
of Period Expenses Accounte

(In thousands)

discounts
counts!

Year ended

Septembe:

Year ended
Qctober

Year ended
Jetober 2, 1988

tten off as uncollectible.
eign currency trans on adjustment,

* Represents balance incli | in the September
belance sheet of Sunbeam-0ster Company, Inc.




SCHEDULE IX

4 ALLEGHENY INTERNATIONAL, INC. AND SUBSIDIARIES
R~ RROWIN
R 1§ 1989 1990
Weighted
Weighted Average
Average Max imum Average Interest
Category Interest Amount Amount Rate
of Aggregate Balance Rate Outstanding Outstanding During
Short=Term at End at End During During the
Borrowings of Perind of Period the Period the Period Period (1)
(Dollars in thousands)
Year ended
September 30, 1990:
Bank borrowingsw $ 22,000+ 1],5% $177,383 $175,209 13.4%
Unreimbursed
letter of
credit claims* - - 23,811 23,811 13.4
Other (2) 735%% 41,3 4,099 2,616 b .5
$ 22,735%
TEERInee
Year ended
October 1, 1989:
Bank borrowings* $177,509 13.8% $177,509 $175,837 14.1%
Unreimbursed
letter of
credit claims* 23,811 13.9 23,811 23,811 14.2
Other (2) 3,160 39.5 3,174 1,776 53.5
$204,480
TEEEEEEs
Year ended
October 2, 1988:
Bank borrowings* $177,169 13.32 $192,665 $175,492 11.3%
Unreimbursed
letter of
credit claims* 23,811 13.4 23,811 13,890 12.5
Other (2) - - 4,600 2,302 106.7
$200,980
RETRZREE
Notes:

* Information for periods subsequent to the Chapter 1l bankruptcy filing is
based upon default rate of interest (if applicable), regardless of whether
such amounts were actually accrued.

** Represents balances included in the September 30, 1990, consolidated
balance gheet of Sunbeam-Oster Company, Inc.

(1) Determined by dividing actual interest expense by average amounts
outstanding.

(2) Other short-term borrowings are primarily borrowings of foreign
subsidiaries at various interest rates.
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