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FORM 10-Q
Quarterly Report Under Section 13 or 15(d) of the
Securities Exchange Act of 1934
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Commission File Number

0-6611

SIMPSON INDUSTRIES, INC.
(Exact name of registrant as specified in its charter)
Michigan
(State or other jurisdiction of
incorporation or organization)

38-1225111
(IRS Employer
Identification No.)

47603 Halyard Drive, Plymouth, Michigan 48170-2429
(Address of principal executive offices) (Zip Code)
(313)207-6200
(Registrant's telephone number, including area code)

(Former name, former address and former fiscal year, if changed
since last report)
Indicate by check mark whether the registrant (1) has filed all
reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months
and (2) has been subject to such filing requirements for the past
90 days.
Yes X
No
At October 31, 1996 there were 18,074,002 outstanding shares of
the registrant's common stock, $1.00 par value each.
Consolidated Balance Sheets (Unaudited)
(In thousands)
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September 30, 1996 and December 31, 1995
ASSETS
Current Assets
Cash and cash equivalents
Accounts receivable
Inventories
Customer tooling in process
Prepaid expenses and other
current assets
Total Current Assets
Property, Plant and Equipment
Cost
Less Allowance
Other Assets

Sept. 30

Dec. 31

$ 20,973
50,584
11,072
1,987

$ 13,490
47,218
12,881
1,334

4,982
89,598

7,068
81,991

267,457
121,336
146,121
2,993
$238,712

254,574
107,908
146,666
3,854
$232,511

LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Current installment of
long-term debt
Accounts payable
Compensation and amounts withheld
Taxes, other than income taxes
Other accrued expenses
Total Current Liabilities
Long-Term Debt, excluding current
installment
Accrued Retirement Benefits
Deferred Income Taxes
Shareholders' Equity

$ 3,530
20,246
9,221
2,046
5,884
40,927
58,836
13,612
11,681
113,656
$238,712

$

2,030
21,353
9,876
2,942
5,532
41,733

62,270
12,439
10,992
105,077
$232,511

Consolidated Statement of Operations (Unaudited)
(dollars in thousands, except per share amounts)
Periods Ended September 30, 1996 and 1995
<TABLE>
<S>

<C>

<C>
Nine Months
1996
1995

<C>
<C>
Three Months
1996
1995
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Net sales
Costs and expenses:
Cost of products sold
Administrative and
selling

$309,698

$297,174

$98,228

$86,338

276,130

266,256

89,309

79,713

9,358
285,488
24,210

8,485
274,741
22,433

3,159
92,468
5,760

3,220
82,933
3,405

692
(1,321)

48
(1,357)

Operating Earnings
Investment and other
income, net
Interest expense
Earnings Before Income
Taxes
Income taxes
Net Earnings

21,016
7,645
$ 13,371

19,058
7,149
$ 11,909

5,131
1,688
$ 3,443

2,096
661
$ 1,435

Net Earnings Per Share

$0.74

$0.66

$0.19

$0.08

Cash dividends per share

$0.30

$0.30

$0.10

$0.10

Average number of common
equivalent shares
18,103,242
</TABLE>

18,036,768

18,117,073

18,054,643

851
(4,045)

844
(4,219)

Consolidated Statements of Cash Flows (Unaudited)
(in thousands)
Nine Months Ended September 30, 1996 and 1995
1996
OPERATING ACTIVITIES
Net Earnings
Depreciation
Provision for deferred income taxes
Amortization of restricted stock
(Gain) loss on disposition of asset
Changes in operating assets and
liabilities
Cash Provided By Operating Activities
INVESTING ACTIVITIES
Sale of marketable securities
Capital expenditures
Proceeds from disposal of
property and equipment
Cash Used In Investing Activities

$13,371
15,343
689
243
228

1995
$11,909
13,836
284
247
(224)

(376)
29,498

(9,073)
16,979

0
(15,141)

2,491
(20,651)

97
(15,044)

510
(17,650)
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FINANCING ACTIVITIES
Cash dividends paid
Proceeds (repayments) of
long-term debt, net
Cash provided by stock
transactions, net
Cash Provided From (Used In)
Financing Activities
Effect of foreign currency exchange
rate changes
Increase In Cash and Cash Equivalents
Cash and cash equivalents at
beginning of period
Cash and Cash Equivalents
At End of Period

(5,424)

(5,393)

(1,933)

11,800

243

42

(7,114)

6,449

143
7,483

60
5,838

13,490

2,321

$20,973

$ 8,159

Notes to Condensed Consolidated Financial Statements
Note 1. The accompanying unaudited consolidated financial
statements have been prepared in accordance with generally
accepted accounting principles for interim financial reporting.
In the opinion of management, all adjustments (consisting of
normal recurring accruals) considered necessary for a fair
presentation have been included. The results of operations for
the period ended September 30, 1996 are not necessarily
indicative of the results to be expected for the year ending
December 31, 1996.

ITEM 2:
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS
Net sales were up significantly in the third quarter of 1996,
increasing 13.8%, or $11,890,000, from the third quarter of 1995.
Year-to-date sales increased 4.2% or $12,524,000 from the same
period of 1995. The increased sales for the quarter were
primarily attributable to an 11% increase in the North American
production volumes for autos and light trucks from the third
quarter of last year. A 16% increase in sales to diesel engine
manufacturers, fueled by new program volume at Caterpillar, also
contributed to third quarter results.
Cost of products sold as a percent of sales for the first nine
months of 1996, compared to the same period of 1995, remained
approximately the same at 89.2% versus 89.6%. Cost of products
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sold as a percent of sales for the third quarter of 1996 compared
to the third quarter of 1995 decreased to 90.9% from 92.3%. In
addition to the effect of high volume and continuing operating
improvements, the costs in the third quarter reflect a
significant reduction in launch costs compared to the third
quarter of 1995.
Administrative and selling costs remained at approximately 3% of
sales for the nine- and three-month periods ending September 30,
1996, with slight increases due to the operation of the Company's
new Technical Center. Interest expense for the nine- and three-month
periods ending September 30, 1996 and 1995 remained
approximately the same.
Cash flow from operations was $29.5 million for the first nine
months of 1996. The Company's investment in production capacity
for new automotive, light truck and diesel engine programs was
$15.1 million. Cash flows from operations exceeded these
investments and dividends paid during the nine months ended
September 30, 1996, resulting in an increase of $7.5 million in
cash and cash equivalents. With a quick ratio of 1.7 to 1, and a
total debt to invested capital ratio of 35.4%, the Company's
financial condition remains strong.

PART II.

OTHER INFORMATION

Item 6.

Exhibits and Reports on Form 8-K

(a)

The following exhibits are filed as part of this report.

Exhibit No.

Description

10.2

Amendment No. 3 to Amended and Restated Revolving
Credit Agreement with Comerica Bank, dated as of
August 1, 1996

11

Computation of Earnings Per Share

27

Financial Data Schedule

(b) There were no reports filed on Form 8-K for the quarter ended
September 30, 1996.
SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of
1934, the Registrant has duly caused this report to be signed on
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its behalf by the undersigned, thereunto duly authorized.
SIMPSON INDUSTRIES, INC.
Registrant
November 7, 1996

/S/ROY E. PARROTT
Roy E. Parrott
President and
Chief Executive Officer

November 7, 1996

/S/KATHRYN L. WILLIAMS
Kathryn L. Williams
Chief Financial Officer
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THIRD
AMENDED AND RESTATED
REVOLVING CREDIT AGREEMENT
THIS THIRD AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT
is made as of the 1st day of August, 1996, by and between SIMPSON
INDUSTRIES, INC., a Michigan corporation, of Plymouth, Michigan
(herein called "Company") and COMERICA BANK, a Michigan banking
corporation, of Detroit, Michigan, successor by merger to
Manufacturers Bank, N.A., a national banking association formerly
known as Manufacturers National Bank of Detroit (herein called
the "Bank").
WHEREAS, Company, Bank (individually and in its capacity as
agent for the banks), and Bank of America Illinois ("Exiting
Bank") entered into a Second Amended and Restated Revolving
Credit Loan Agreement dated as of September 8, 1992 (as amended
or otherwise modified, herein called the "Prior Credit
Agreement");
WHEREAS, Exiting Bank assigned 100% of its interest in the
Prior Credit Agreement to Bank on July 31, 1996; and
WHEREAS, Company and the Bank desire to amend the Prior
Credit Agreement and restate the Prior Credit Agreement in its
entirety;
NOW, THEREFORE, the Prior Credit Agreement is hereby amended
and restated in its entirety as follows:
WITNESSETH:
1.

DEFINITIONS

1.1 In addition to the terms defined elsewhere in this
Agreement, the following terms will have the following meanings:
"Advance" shall mean a borrowing requested by Company and
made by Bank under this Agreement and shall include a Eurodollarbased Advance, and a Prime-based Advance.
"Alternate Base Rate shall mean for any day one percent (1%)
per annum above the Federal Funds Effective Rate in effect on
such day.
"Applicable Interest Rate" shall mean the Eurodollar-based
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Rate, or the Prime-based Rate as selected by Company from time to
time subject to the terms and conditions of this Agreement.
"Business Day", as used herein, shall mean any day except a
Saturday, Sunday or other day on which banks in Detroit,
Michigan, or New York City, New York are authorized or required
by law to close.
"Capital Stock" means, with respect to any person, any and
all shares, share capital, interests, participations, warrants,
options or other equivalents (however designated) of capital
stock of a corporation and any and all equivalent ownership
interests in a person (other than a corporation), in each case
whether now outstanding or hereafter issued.
"Consolidated", as used herein, shall include all of
Company's Subsidiaries. "Subsidiary", as used herein, shall be a
corporation or other business entity of which more than fifty
percent (50%) of the outstanding voting stock or interest is
owned, either directly or indirectly, through one or more
intermediaries by Company.
"Consolidated Net Income" for any period means the Net
Income of Company and its consolidated Subsidiaries for such
period.
"Consolidated Tangible Net Worth" means, at any time, the
total of shareholders' equity (including capital stock,
additional paid-in capital and retained earnings after deducting
treasury stock) of the Company and its consolidated Subsidiaries
determined in accordance with generally accepted accounting
principles, less the sum of the total amount of any intangible
assets. Intangible assets shall include unamortized debt
discount and expense, unamortized deferred charges and goodwill.
"Current Market Rate" shall mean a per annum interest rate
equal to one-half percent (1/2%) above the rate reasonably
determined by Bank (based on quotations from established dealers)
to be in effect in the secondary market for United States
Treasury securities on the date of prepayment in an amount and
with a term to maturity comparable to such prepaid principal
installment.
"Environmental Laws" shall mean all federal, state and local
laws including statutes, regulations, ordinances, codes, rules,
and other governmental restrictions and requirements, relating to
environmental pollution, contamination or other impairment of any
nature, any hazardous or other toxic substances of any nature,
whether liquid, solid and/or gaseous, including smoke, vapor,
fumes, soot, acids, alkalis, chemicals, wastes, by-products, and
recycled materials. These Environmental Laws shall include but
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not be limited to the Federal Solid Waste Disposal Act, the
Federal Clean Air Act, the Federal Clean Water Act, the Federal
Resource Conservation and Recovery Act of 1976, the Federal
Comprehensive Environmental Response, Compensation and Liability
Act of 1980, the Federal Superfund Amendments and Reauthorization
Act of 1986, regulations of the Environmental Protection Agency,
regulations of the Nuclear Regulatory Agency, regulations of any
state department of natural resources or state environmental
protection agency now or at any time hereafter in effect and
local health department ordinances.
"Eurocurrency Reserve Percentage" means, with respect to
each Eurodollar-Interest Period, a percentage equal to the daily
average during such Eurodollar-Interest Period of the percentages
in effect on each day of such Eurodollar-Interest Period, as
prescribed by the Board of Governors of the Federal Reserve
System (or any successor), for determining reserve requirements
applicable to "Eurocurrency liabilities" pursuant to Regulation D
or any other then applicable regulation of the Board of Governors
which prescribes reserve requirements applicable to "Eurocurrency
liabilities", as presently defined in Regulation D. For purposes
of this definition, any Eurodollar-based Advances hereunder shall
be deemed to be "Eurocurrency liabilities" as defined in
Regulation D.
"Eurodollar-based Advance" shall mean an Advance which bears
interest at the Eurodollar-based Rate.
"Eurodollar-based Rate" shall mean a per annum interest rate
which is one quarter of one percent (1/4%), plus the rate
(rounded upwards, if necessary, to the nearest 1/100 of 1%)
determined pursuant to the following formula:
Interbank Rate
---------------------1-Eurocurrency Reserve
Percentage
"Eurodollar-Interest Period" shall mean an Interest Period
of one, two, three or six months as selected by Company pursuant
to Section 2.2 of this Agreement.
"Eurodollar Lending Office" shall mean Bank's office located
at One Detroit Center, 500 Woodward Avenue, Detroit, Michigan or
such other branch of Bank, domestic or foreign, as it may
hereafter designate as its Eurodollar Lending Office by notice to
Company.
"Event of Default" shall mean any of the events of default
described in Section 8.
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"Federal Funds Effective Rate" shall mean, for any day, a
fluctuating interest rate per annum equal to the weighted average
of the rates on overnight Federal funds transactions with members
of the Federal Reserve System arranged by Federal funds brokers,
as published for such day (or, if such day is not a Business Day,
for the next preceding Business Day) by the Federal Reserve Bank
of New York, or, if such rate is not so published for any day
which is a Business Day, the average of the quotations for such
day on such transactions received by Bank from three Federal
funds brokers of recognized standing selected by it, all as
conclusively determined by the Bank, such sum to be rounded
upward, if necessary, to the nearest whole multiple of 1/16th of
1%.
"Interbank Rate" means, with respect to each Eurodollar
Interest Period, the rate per annum at which Dollar deposits in
immediately available funds are offered to Bank two Banking Days
prior to the beginning of such Interest Period by major banks in
the interbank eurodollar market as at or about 10:00 a.m.,
Detroit time, for delivery on the first day of such Interest
Period, for the number of days comprised therein and in an amount
equal to the amount of the Eurodollar-based Advance to be
outstanding during such Interest Period.
"Interest Period" shall mean a Eurodollar-Interest Period
commencing on the day a Eurodollar-based Advance is made, or on
the effective date of an election of the Eurodollar-based Rate
made under Section 2.2, provided that:
(a)

any Interest Period which would otherwise end on a day
which is not a Business Day shall be extended to the
next succeeding Business Day, except that if the next
succeeding Business Day falls in another calendar
month, the Interest Period shall end on the next
preceding Business Day and when an Interest Period
begins on a day which has no numerically corresponding
day in the calendar month during which such Interest
Period is to end, it shall end on the last Business Day
of such calendar month, and

(b)

no Interest Period shall extend beyond the maturity
date set forth in the Note to which such Interest
Period is to be applied.

"Maturity Date" means April 1, 2001, as such date may be
extended from time to time pursuant to Section 2.8 hereof.
"Note Agreements" shall mean individually and together (i)
the Note Agreement dated June 12, 1986 between Aetna Insurance
Company and the Company and assigned on September 30, 1992 to the
Traveler's Insurance Company authorizing the issuance of the
Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Company's 8.80% senior notes due June 15, 2001, and (ii) the Note
Agreement dated August 15, 1991 between Massachusetts Mutual Life
Insurance Company and the Company authorizing the issuance of the
Company's 9.98% senior notes due August 15, 2006, in each case,
as in effect as of the date hereof and after giving effect to any
amendments permitted by Section 6.8 hereof after the date hereof.
"Net Income" of any person for any period means the net
income (loss) of such person for such period, determined in
accordance with generally accepted accounting principles
consistently applied.
"Prime Rate" shall mean the
established by Bank as its prime
rate may vary from time to time,
the lowest rate on loans made by

per annum interest rate
rate for its borrowers as such
which rate is not necessarily
Bank at any such time.

"Prime-based Advance" shall mean an advance which bears
interest at the Prime-based Rate.
"Prime-based Rate" shall mean at any time the per annum
interest rate which is the greater of the Prime Rate or the
Alternate Base Rate.
"Request for Advance" shall mean a Request for Advance
issued by Company under this Agreement in the form annexed to
this Agreement as Exhibit "B".
1.2 Unless otherwise defined or the context otherwise
requires, all financial and accounting terms shall be defined in
accordance with generally accepted accounting principles.
2.

THE INDEBTEDNESS: Revolving Credit

2.1 The Bank agrees to lend to Company at any time and from
time to time from the effective date hereof until but not
including the Maturity Date, sums not to exceed TWELVE MILLION
DOLLARS ($12,000,000.00), in aggregate principal amount at any
one time outstanding. The borrowing hereunder shall be evidenced
by a Revolving Credit Note to Bank (herein called "Revolving
Credit Note") in form similar to that annexed hereto as Exhibit
"A" under which advances, repayments and readvances may be made,
subject to the terms and conditions of this Agreement.
2.2 The Revolving Credit Note shall mature on the Maturity
Date, and the respective Advances from time to time outstanding
thereunder shall bear interest at the Applicable Interest Rate.
At the time of each Advance, Company may select the Applicable
Interest Rate; provided, however, that interest shall be payable
at the Prime-based Rate in the event and so long as Company shall
not have elected another Applicable Interest Rate. Interest
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shall be payable quarterly on the unpaid balance of the Prime-based
Advances from time to time outstanding on the last day of
each calendar quarter. Interest on each Eurodollar-based Advance
shall be payable on the last day of the Interest Period
applicable thereto and if such Interest Period is longer than
three months, interest shall be payable at intervals of three
months from the first day thereof. In the event and so long as
Company shall be in default under a Eurodollar-based Advance,
interest shall be payable at the greater of (i) 2% over the
Eurodollar-based Rate applicable thereto, or (ii) 2% over the
Prime-based Rate, until the Interest Period applicable thereto
shall expire, and thereafter the interest shall be payable at the
rate of 2% over the Prime-based Rate. In the event and so long
as Company shall be in default under a Prime-based Advance,
interest shall be payable at 2% over the Prime-based Rate.
2.3 Interest on Prime-based Advances and the facility fee
shall be computed on the basis of a 360 day year and assessed for
the actual number of days elapsed. Interest on Eurodollar-based
Advances shall be computed on the basis of a 360 day year and
assessed for the actual number of days of the Interest Period
applicable thereto but not including the last day thereof.
2.4 Bank shall not be obligated to make any Advance under
this Agreement unless Company shall have first filed with Bank a
Request for Advance executed by an authorized officer of Company.
Each Request for Advance shall set forth:
(a)

the proposed date of Advance;

(b)

whether the Advance is to be a Eurodollar-based Advance
or a Prime-based Advance, provided that at no time
shall more than five (5) Eurodollar-based Advances be
outstanding at any time;

(c)

the principal amount of such Advance which, in the case
of a Eurodollar-based Advance shall be in an amount not
less than $1,500,000 or any $150,000 increment thereof
and in the case of a Prime-based Advance shall be in an
amount not less than $500,000 or any $100,000 increment
thereof; and

(d)

in the case of a Eurodollar-based Advance, the duration
of the Interest Period applicable thereto.

2.5 Company may prepay all or part of the outstanding
balance of Prime-based Advances under the Revolving Credit Note
at any time. Company may prepay all or part of the outstanding
balance of Eurodollar-based Advances under the Revolving Credit
Note upon five (5) days written notice to Bank and upon payment
of a premium equal to the sum of the discounted net present
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values of the interest payments that would otherwise be payable
on the principal amount (or part thereof) being prepaid, after
reducing each such interest payment by the amount of interest
that would be payable on its respective due date if such prepaid
principal (or part thereof) were re-invested at the Current
Market Rate therefor. The discount rate for the above
computation shall be the Current Market Rate. A certificate
shall be submitted by Bank to Company computing the prepayment
premium in the form annexed hereto as Exhibit "C" and shall be
presumed correct absent manifest error. Any prepayment made in
accordance with this Section shall be without premium, penalty or
prejudice to Company's right to reborrow under the terms of this
Agreement.
2.6 Company will give Bank prior notice in the form of the
Request for Advance not later than 11:00 a.m. (Detroit time) on
the date of any Prime-based Advance. Unless Bank's revolving
credit commitment shall have been suspended or terminated in
accordance with this Agreement, and subject to the terms and
conditions hereof, including but not limited to the submission of
an executed Request for a Prime-based Advance by Company without
exceptions noted to the compliance certification therein, Bank
shall make available to Company not later than 4:00 p.m. (Detroit
time) on such date the amount of such Prime-based Advance in
immediately available funds by credit to an account of Company
maintained with Bank or to such other account or third party as
Company may direct. In the case of a Eurodollar-based Advance
each Request for Advance shall be delivered to Bank by 11:00 a.m.
(Detroit time) three (3) Business Days prior to the proposed date
of Advance. A Request for Advance, once delivered to Bank, shall
not be revocable by Company.
2.7 The Company agrees to pay to the Bank a facility fee
for the period from the date hereof to but excluding the Maturity
Date (as such date may be extended pursuant to Section 2.8
hereof) in an amount equal to 0.125% per annum of the maximum
amount of Bank's commitment (whether used or unused) in effect
from time to time hereunder. Such facility fee shall be payable
quarterly in arrears on the first day of each calendar quarter
(in respect of the prior calendar quarter) commencing on October
1, 1996, and on the Maturity Date for any period then ending for
which such facility fee shall not have been theretofore paid.
The facility fee shall be computed on a daily basis for the
actual number of days elapsed on the basis of a year of 360 days.
2.8 Provided that no Event of Default has occurred and is
continuing, the Company may by written notice to the Bank (which
notice shall be irrevocable and which shall not be deemed
effective unless actually received by the Bank) on or before
February 1 of each year, beginning February 1, 1999 but not
before January 1 of each such year, request that the Bank extend
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the then applicable Maturity Date to a date that is one year
later than the Maturity Date then in effect. On or before March 1
of each year in which the Company has delivered an extension
request, Bank shall have the right, in its sole and absolute
discretion, to deliver a written notice to the Company consenting
to or rejecting the requested extension. If Bank has not given
such notice to the Company by March 1 of such year, Bank shall be
deemed not to have consented to such extension. If Bank consents
to the extension request the Maturity Date shall be so extended
for an additional one year period, the term Maturity Date shall
mean such extended date and the Bank shall promptly notify the
Company in writing that such extension has occurred. If Bank
decides not to extend the Maturity Date, the Bank's commitment to
make Advances hereunder shall terminate on the Maturity Date then
in effect, and the Bank shall promptly notify Company thereof.
2.9 The proceeds of the Revolving Credit Note are to be
applied first to repay the present indebtedness, if any, of
Company to the Bank and the Exiting Bank outstanding under the
Prior Credit Agreement (including costs under Section 2.5
thereof), upon execution of this Agreement, and then for working
capital and general corporate purposes.
3.

CONDITIONS

3.1 Company agrees to furnish Bank prior to the initial
borrowing under this Agreement, in form to be satisfactory to
Bank, with (i) an opinion of Company's counsel with respect to
the legal matters referred to in Sections 4.1 through 4.3 hereof;
(ii) certified copies of resolutions of the Board of Directors of
Company evidencing approval of the borrowing hereunder; (iii)
certified copies of Company's Articles of Incorporation and
Bylaws; and (iv) a certificate of good standing from the state of
Company's incorporation.
4.

REPRESENTATIONS AND WARRANTIES

Company represents and warrants and such representations and
warranties shall be deemed to be continuing representations and
warranties during the entire life of this Agreement:
4.1 It is a corporation duly organized and existing in good
standing under the laws of the State of Michigan; it is duly
qualified and authorized to do business as a foreign corporation
in each jurisdiction where the character of its assets or the
nature of its activities makes such qualification necessary,
except where such failure to qualify will not have a material
adverse effect on the Company; execution, delivery and
performance of this Agreement, and any other documents and
instruments required under this Agreement, and the issuance of
the Revolving Credit Note (Revolving Credit Note herein sometimes
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called "Note") by Company are within its corporate powers, have
been duly authorized, are not in contravention of law or the
terms of Company's Articles of Incorporation or Bylaws, and do
not require the consent or approval of any governmental body,
agency or authority; and this Agreement and any other documents
and instruments required under this Agreement, when issued and
delivered under this Agreement, will be valid and binding in
accordance with their terms.
4.2 The execution, delivery and performance of this
Agreement and any other documents and instruments required under
this Agreement, and the issuance of the Note by Company, are not
in contravention of the unwaived terms of any indenture,
agreement or undertaking to which Company is a party or by which
it is bound.
4.3 No litigation or other proceeding before any court or
administrative agency is pending, or to the knowledge of the
officers of Company is threatened against Company or any
Subsidiary, the outcome of which could materially impair
Company's consolidated financial condition or its ability to
carry on its business.
4.4 There are no security interests in, liens, mortgages,
or other encumbrances on any of Company's or Subsidiary's assets,
except as permitted in Section 6.6 of this Agreement.
4.5 There exists no default under the provisions of any
instrument evidencing any permitted debt or of any agreement
relating thereto, except where such default would not have a
material adverse effect on the Company and its Subsidiaries taken
as a whole.
4.6 Company does not maintain or contribute to any employee
pension benefit plan subject to title IV of the "Employee
Retirement Income Security Act of 1974" (herein called "ERISA")
except the plans set forth in Exhibit "D" annexed hereto. (herein
called "Pension Plan"). The "unfunded past service liability" of
the Pension Plan unless unknown, as of January 1, 1995, is as set
forth in Exhibit "D" and there is no accumulated funding
deficiency within the meaning of ERISA, or any existing liability
with respect to the Pension Plan owed to the Pension Benefit
Guaranty Corporation or any successor thereto.
4.7 The consolidated balance sheet and operating statement
of Company dated December 31, 1995, previously furnished Bank, is
substantially complete and correct and fairly presents the
consolidated financial condition of Company and the results of
its consolidated operations; since said date there has been no
material adverse change in the consolidated financial condition
of Company; to the knowledge of Company's officers, neither
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Company nor its Subsidiaries has any contingent obligations
(including any liability for taxes) not disclosed by or reserved
against in said balance sheet, and at the present time there are
no unrealized or anticipated losses which would constitute an
event of default in the covenants hereunder from any present
commitment of Company or Subsidiaries.
4.8 All tax returns and tax reports of Company and its
Subsidiaries required by law to be filed have been duly filed or
extensions obtained, and all taxes, assessments and other
governmental charges or levies (other than those presently
payable without penalty and those currently being contested in
good faith) upon Company and its Subsidiaries (or any of its or
their properties) which are due and payable have been paid. The
charges, accruals and reserves on the books of Company and its
Subsidiaries in respect of the Federal income tax for all periods
are adequate in the opinion of Company.
4.9 Company and its Subsidiaries are, in the conduct of
their business, in compliance in all material respects with all
applicable federal, state or local laws, statutes, ordinances and
regulations, the enforcement of which, if they were not in
compliance, would have a material adverse effect on their
business or the value of their property or assets, taken as a
whole. Company and its Subsidiaries have all approvals,
authorizations, consents, licenses, orders and other permits of
all governmental agencies and authorities, whether federal, state
or local, required to permit the operation of their business as
presently conducted, except such approvals, authorizations,
consents, licenses, orders and other permits with respect to
which the failure to have can be cured without having an adverse
effect on the operation of their business taken as a whole.
4.10 No representation or warranty by Company in this
Agreement, nor any written statement or certificate (including
financial statements) furnished or to be furnished to Bank
pursuant hereto contains or will contain any materially untrue
statement of any fact or omits or will omit to state a fact
necessary to make such representation, warranty, statement or
certificate not misleading.
4.11 Except as disclosed on Exhibit "E" hereto, neither
Company nor any Subsidiary is a party to any litigation or
administrative proceeding, nor so far as is known by Company is
any litigation or administrative proceeding threatened against
Company or any Subsidiary, which in either case (A) asserts or
alleges that Company or any Subsidiary violated Environmental
Laws (as defined herein) (B) asserts or alleges that Company or
any Subsidiary is required to clean up, remove, or take remedial
or other response action due to the disposal, depositing,
discharge, leaking or other release of any hazardous substances
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or materials, (C) asserts or alleges that Company or any
Subsidiary is required to pay all or a portion of the cost of any
past, present, or future cleanup, removal or remedial or other
response action which arises out of or is related to the
disposal, depositing, discharge, leaking or other release of any
hazardous substances or materials by Company or any Subsidiary,
except for such matters which, individually or in the aggregate,
would not have a material adverse effect on the financial
condition or business of the Company and its Subsidiaries, taken
as a whole.
4.12 To the best knowledge of Company, there are no
conditions existing as of the date hereof which (A) would subject
Company or any Subsidiary to damages, penalties, injunction
relief or cleanup costs under any applicable Environmental Laws
or which require or are likely to require cleanup, removal,
remedial action or other response pursuant to applicable
Environmental Laws by Company or any Subsidiary and (B) would,
individually or in the aggregate, have a material adverse effect
upon the Company and its Subsidiaries, taken as a whole.
4.13 Except as disclosed on Exhibit E hereto, neither
Company nor any Subsidiary is subject to any judgment, decree,
order or citation related to or arising out of applicable
Environmental Laws and to the best knowledge of the Company,
neither Company nor any Subsidiary has been named or listed as a
potentially responsible party by any governmental body or agency
in a matter arising under any applicable Environmental Laws,
except for such matters which, individually or in the aggregate,
would not have a material adverse effect on the financial
condition or business of the Company and its Subsidiaries, taken
as a whole.
5.

AFFIRMATIVE COVENANTS

Company covenants and agrees that it will, so long as Bank
is committed to make any Advances under this Agreement and
thereafter so long as any indebtedness remains outstanding under
this Agreement:
5.1

Furnish to Bank:

(a)

within one hundred twenty (120) days after and as of
the end of each of Company's fiscal years, the
following:
(i)

a detailed audit report of Company prepared on a
consolidated basis and certified to by independent
certified public accountants reasonably
satisfactory to Bank, together with a
consolidating balance sheet and statement of
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profit and loss of Company certified by an
authorized officer of Company;
(ii)
(iii)
(iv)
(b)

the annual report of Company;
copy of the SEC Form 10K report; and
copy of the proxy statement sent by Company to
stockholders;

within forty five (45) days after and as of the end of
each quarter, except the last quarter of each fiscal
year, the following:
(i)

a copy of Company's consolidated balance sheet and
related statement of income for such quarter,
certified (subject to year-end audit adjustments)
by an officer of Company; together with a
certification by an officer of Company (a) to the
effect that there has been no Event of Default
under this Agreement and that the representations
and warranties set forth in this Agreement are
true as of the date of such certification, and (b)
stating in reasonable detail the information and
calculations necessary to establish compliance
with the provisions of Sections 5.2, 5.3, 5.4 and
6.1 hereof; and

(ii) a copy of the SEC Form 10Q report;
(c)

promptly, and in form to be reasonably satisfactory to
Bank, such other information as Bank may reasonably
request from time to time.

5.2 Maintain a current ratio of not less than 1.5 to 1.0.
"Current ratio" means the ratio of consolidated current assets to
consolidated current liabilities; provided, however, that in such
computation all prepaid items shall be excluded from consolidated
current assets and any amounts outstanding under the Revolving
Credit Note shall be excluded from consolidated current
liabilities.
5.3 Maintain at all times a Consolidated Tangible Net Worth
of not less than $80,162,000, plus an amount equal to 50% of the
net cash proceeds of the issuance of Capital Stock of the Company
received during each fiscal quarter ending on or after June 30,
1996.
5.4 Maintain, as of the end of each fiscal quarter, a fixed
charge coverage ratio of not less than 2.0 to 1 as of the end of
each fiscal quarter. "Fixed charge coverage ratio" shall mean the
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ratio of (a) Consolidated Net Income (excluding any FASB 106
adjustment) during the one year period ending on the last day of
such quarter, plus depreciation and other non-cash charges to
income plus interest expense and rentals paid on operating and
capital leases during such year, to (b) the sum of (i) interest
expense and rentals paid on operating and capital leases during
such year plus (ii) the total of all principal payments due under
loan obligations (excluding balloon maturities) and capitalized
leases of Company and Subsidiaries falling due in the one year
following the end of such fiscal quarter.
5.5 Pay and discharge and cause each Subsidiary to pay and
discharge all taxes and other governmental charges and all
contractual obligations calling for the payment of money, before
the same shall become overdue, unless and to the extent only that
such payment is being contested in good faith.
5.6 Maintain and cause each Subsidiary to maintain
insurance coverage on its physical assets and against other
business risks in such amount and of such types as are
customarily carried by companies similar in size and nature, and
in the event of acquisition of additional property, real or
personal, or of incurrence of additional risks of any nature,
increase such insurance coverage in such manner and to such
extent as prudent business judgment and present practice would
dictate.
5.7 Permit Bank, through its authorized attorneys,
accountants, and representatives, to examine Company's and
Subsidiaries' books, accounts, records, ledgers and assets of
every kind and description at all reasonable times upon oral or
written request of Bank.
5.8 Promptly notify Bank of any condition or event which
constitutes or with the running of time and/or the giving of
notice would constitute a default under this Agreement, and
promptly inform Bank of any material adverse change in Company's
or Subsidiaries' financial condition.
5.9 Maintain and cause each Subsidiary to maintain in good
standing all material licenses required by the states in which
they own and operate assets or carry on their business, or any
agency of such states, or other governmental authority that may
be necessary or required for Company or Subsidiaries to carry on
their general business objects and purposes.
5.10 Comply and cause each Subsidiary to comply with all
material requirements imposed by ERISA as presently in effect or
hereafter promulgated including, but not limited to, the minimum
funding requirements of any Pension Plan.
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5.11 Promptly notify Bank upon the knowledge of Company or
any Subsidiary of the occurrence thereof of any of the following
events:
(a)

the termination of any Pension Plan pursuant to
Subtitle C of Title IV of ERISA or otherwise;

(b)

the appointment of a trustee by a United States
District Court to administer any Pension Plan;

(c)

the commencement by the Pension Benefit Guaranty
Corporation, or any successor thereto of any proceeding
to terminate any Pension Plan;

(d)

the failure of any Pension Plan to satisfy the minimum
funding requirements for any plan year as established
in Section 412 of the Internal Revenue Code of 1954, as
amended;

(e)

the withdrawal of the Company or any Subsidiary from
any Pension Plan;

(f)

those reportable events designated in 29 CFR 2615 with
respect to which the 30 day notice requirement in ERISA
Section 4043 (a) is not waived; or

(g)

the entrance, maintenance, or contribution of Company
or any Subsidiary to an employee pension plan that is
subject to Title IV of ERISA, except any Pension Plan
heretofore described.

6.

NEGATIVE COVENANTS

Company covenants and agrees that so long as Bank is
committed to make any Advances under this Agreement and
thereafter so long as any indebtedness remains outstanding under
this Agreement, it will not, without the prior written consent of
Bank:
6.1 Allow its consolidated total liabilities to exceed One
Hundred Fifty percent (150%) of its Consolidated Tangible Net
Worth.
6.2 Purchase, acquire or redeem, or allow any Subsidiary to
purchase, acquire or redeem any of their capital stock or make
any material change in their capital structure or general
business objects or purpose.
6.3 Enter into or allow any Subsidiary to enter into any
merger or consolidation or sell, lease, transfer, or dispose of
all, substantially all, or any material part of their assets,
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except: (a) in the ordinary course of their business; and (b)
sale, lease, transfer, or disposal of Subsidiaries' assets which,
on a consolidated basis, do not constitute a material part of the
consolidated assets.
6.4 Guarantee, endorse, or otherwise become secondarily
liable, or allow any Subsidiary to guaranty, endorse, or
otherwise become secondarily liable, for or upon the obligations
of others, except:
(a)

by endorsement for deposit in the ordinary course of
business;

(b)

the guarantee, endorsement, or secondary liability of
Company on any indebtedness or other obligation of any
Subsidiary in an aggregate amount for all such
indebtedness or obligations at any time outstanding not
to exceed Ten Million Dollars ($10,000,000); and

(c)

the guarantee, endorsement, or secondary liability of
Company on any indebtedness or other obligation of any
employee of Company incurred to finance relocation of
such employee, in an aggregate amount for all such
indebtedness or obligations at any time outstanding not
to exceed Seven Hundred Fifty Thousand Dollars
($750,000), provided that no individual indebtedness or
obligation guaranteed by Company shall exceed One
Hundred Fifty Thousand Dollars ($150,000).

6.5 Purchase or otherwise acquire or become obligated for
the purchase of, or allow any Subsidiary to purchase or become
obligated for the purchase of, all or substantially all of the
assets or business interests of any person, firm or corporation
or any shares of stock of any corporation, trusteeship or
association or in any other manner effectuate or attempt to
effectuate an expansion of present business by acquisition,
except for the purchase or acquisition or obligation to purchase
or acquire assets, business interests, or stock which, in the
aggregate over the term of this Agreement, shall not exceed
twenty-five percent (25%) of the Consolidated Tangible Net Worth
at the time of the last such obligation to purchase or acquire.
6.6 Affirmatively pledge or mortgage, or allow any
Subsidiary to pledge or mortgage, any of their assets, whether
now owned or hereafter acquired, or create, suffer or permit to
exist any lien, security interest in, or encumbrance thereon,
except:
(a)

liens in favor of Bank; or

(b)

the liens, security interests, or charges or other
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encumbrances permitted in Exhibit "F" hereto;
6.7 Become or remain obligated for any indebtedness for
borrowed money, or for any indebtedness incurred in connection
with the acquisition of any property, real or personal, tangible
or intangible, except:
(a)

indebtedness to Bank under this Agreement and any other
indebtedness to Bank;

(b)

current unsecured trade, utility or non-extraordinary
accounts payable arising in the ordinary course of
Company's business;

(c)

indebtedness outstanding under the Note Agreements;

(d)

indebtedness owing to other financial institutions not
to exceed Ten Million Dollars ($10,000,000.00) in
aggregate principal amount at any one time outstanding.

6.8

Prepayment under or Amendment of Note Agreements.

(a)

Make no prepayment otherwise permitted under the Note
Agreements unless, both before and immediately after
giving effect to any such prepayment, no Event of
Default has occurred is continuing or would occur after
giving effect thereto which would provide the holders
of the Note Agreements with any greater or more
favorable rights than those granted to the Bank in this
Agreement.

(b)

Amend, modify or otherwise alter (or suffer to be
amended, modified or altered) any of the following
terms or conditions of the Note Agreements, or either
of them, without the prior written approval the Bank:
(i) any increase in the original principal amount
thereof or the amount of any scheduled principal
payments, or (ii) other changes in repayment terms, or
any shortening of the original amortization thereof, or
(iii) any changes in the default or remedial provisions
thereof.
Upon any amendments, modifications or alterations of
the Note Agreements, or either of them, Company shall
promptly (but no later than five (5) days following the
effective date thereof) notify the Bank of the
occurrence thereof, by furnishing Bank with copies of
all such amendments modifications or alterations. If
the Bank shall determine, in its sole discretion, that
any such amendment, modification or alteration contains
any new covenant, or makes any existing covenant in the
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Note Agreements, or either of them, more restrictive
than the covenants contained in this Agreement, Company
shall forthwith upon demand by the Bank enter into such
amendments or modifications of this Agreement as
reasonably determined by the Bank to be necessary to
make this Agreement (and the covenants contained
herein) at least as restrictive as such amended Note
Agreements.
7.

ENVIRONMENTAL PROVISIONS

7.1 Company shall comply, and shall cause its Subsidiaries
to comply, in all material respects with all applicable
Environmental Laws.
7.2 Company shall provide to Bank, promptly upon receipt,
copies of any correspondence, notice, pleading, citation,
indictment, complaint, order, decree, or other document from any
source asserting or alleging a circumstance or condition which
requires or may require a financial contribution by Company or
any Subsidiary or a cleanup, removal, remedial action, or other
response by or on the part of Company or any Subsidiary under
applicable Environmental Laws or which seeks damages or civil,
criminal or punitive penalties from Company or any Subsidiary for
an alleged violation of Environmental Laws, provided that such
financial contribution, action, response, damages or penalties
(A) would have reasonable prospects for being successfully
asserted against Company or any Subsidiary (as determined by the
Company in good faith) and (B), if imposed against Company or any
Subsidiary, would have a material adverse effect upon Company and
its Subsidiaries, taken as a whole.
7.3 Company shall promptly notify Bank in writing as soon
as Company becomes aware of any condition or circumstance which
makes the environmental warranties contained in this Agreement
incomplete or inaccurate in any material respect as of any date.
7.4 Company hereby indemnifies, saves and holds Bank and
any of its past, present and future officers, directors,
shareholders, employees, representatives and consultants harmless
from any and all loss, damages, suits, penalties, costs,
liabilities and expenses (including but not limited to reasonable
investigation, environmental audit(s), and legal expenses)
arising out of any claim, loss or damage under any applicable
Environmental Laws, caused by or in any way related to any
property owned or operated by Company or any Subsidiary;
provided, however, that the foregoing indemnification shall not
be applicable when arising from events or conditions occurring
while Bank is in sole possession (subject to the rights of any
creditors of Company) of the property. In no event shall Company
be liable hereunder for any loss, damages, suits, penalties,
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costs, liabilities or expenses arising from any act of gross
negligence or willful misconduct of Bank, or its agents or
employees.
8.

DEFAULTS

8.1 Upon non-payment of the principal outstanding under the
terms of this Agreement or the Note when due in accordance with
the terms thereof or upon non-payment of the interest or fees
outstanding under the terms of this Agreement or the Note when
due in accordance with terms thereof and continuance of such
default for a period of three (3) days, the Note shall
automatically become immediately due and payable, and Bank's
commitments to make further advances under this Agreement shall
automatically terminate.
8.2
default:

Upon occurrence of any of the following events of

(a)

default in the observance or performance of any of the
conditions, covenants or agreements of Company set
forth in Sections 2.7, 5.2, 5.3, 5.4, 5.7, 5.8, 5.11,
6.1 through 6.8, inclusive, and 10.8 hereof;

(b)

default in the observance or performance of any of the
other conditions, covenants or agreements of Company
herein set forth and continuance thereof for thirty
(30) days after notice to Company by Bank;

(c)

any representation or warranty made by Company herein
or in any instrument submitted pursuant hereto proves
untrue in any material respect;

(d)

default in the observance or performance of any other
obligation of Company to the Bank under any other
document, instrument or agreement, and the continuance
thereof beyond any applicable period of grace or cure;

(e)

default in the payment of any other obligation of
Company or any Subsidiary for borrowed money, or in the
observance or performance of any conditions, covenants
or agreements related or given with respect thereto;

(f)

judgments for the payment of money in excess of the sum
of One Million Dollars ($1,000,000.00) in the aggregate
shall be rendered against Company or any Subsidiaries,
and such judgments shall remain unpaid, unvacated,
unbonded or unstayed by appeal or otherwise for a
period of sixty (60) consecutive days from the date of
its/their entry;
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(g)

the occurrence of any "reportable event", as defined in
the Employee Retirement Income Security Act of 1974 and
any amendments thereto, which is determined to
constitute grounds for termination by the Pension
Benefit Guaranty Corporation of any employee pension
benefit plan maintained by or on behalf of the Company
or any Subsidiary for the benefit of any of its
employees or for the appointment by the appropriate
United States District Court of a trustee to administer
such plan and such reportable event is not corrected
and such determination is not revoked within 30 days
after notice thereof has been given to the plan
administrator or the Company or any Subsidiary; or the
institution of proceedings by the Pension Benefit
Guaranty Corporation to terminate any such employee
benefit pension plan or to appoint a trustee to
administer such plan; or the appointment of a trustee
by the appropriate United States District Court to
administer any such employee benefit pension plan;

then, or at any time thereafter, unless such default is remedied,
Bank may give notice to Company declaring all outstanding
indebtedness hereunder to be due and payable, whereupon all
indebtedness then outstanding hereunder shall immediately become
due and payable without further notice and demand, as the case
may be, and Bank's commitments to make further Advances under
this Agreement shall automatically terminate.
8.3 If a creditors' committee shall have been appointed for
the business of Company or any Subsidiary; or if Company or any
Subsidiary shall have made a general assignment for the benefit
of creditors or shall have been adjudicated bankrupt, or shall
have filed a voluntary petition in bankruptcy or for
reorganization or to effect a plan or arrangement with creditors;
or shall file an answer to a creditor's petition or other
petition filed against it, admitting the material allegations
thereof for an adjudication in bankruptcy or for reorganization;
or shall have applied for or permitted the appointment of a
receiver or trustee or custodian for any of its property or
assets; or such receiver, trustee or custodian shall have been
appointed for any of its property or assets (otherwise than upon
application or consent of Company or any Subsidiary) and such
receiver, trustee, or custodian so appointed shall not have been
discharged within forty-five (45) days after the date of his
appointment; or if an order shall be entered and shall not be
dismissed or stayed within forty-five (45) days from its entry,
approving any petition for reorganization of Company or any
Subsidiary; then the Note and all indebtedness then outstanding
hereunder shall automatically become immediately due and payable,
and Bank's commitments to make further Advances under this
Agreement shall automatically terminate.
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9.

PAYMENTS

9.1 All
on, the Note,
specified for
Noon (Detroit
Bank.

payments by Company of principal of, or interest
and of the facility fee, shall be made on the date
payment under this Agreement not later than 12:00
time) in immediately available funds by Company to

9.2 Whenever any payment to be made shall otherwise be due
on a day which is not a Business Day such payment shall be made
on the next succeeding Business Day and such extension of time
shall be included in computing interest, if any, in connection
with such payment.
9.3 Company hereby authorizes Bank to charge its general
deposit account, if any, maintained with Bank for the amount of
any principal, interest, facility fee, or Bank's fee when the
same becomes due and payable under the terms of this Agreement or
the Note.
9.4 In addition to and not in limitation of any rights of
Bank or other holder of the Note under applicable law, Bank and
other such holder shall, upon non-payment when due of any of the
Note and without notice or demand of any kind, have the right to
appropriate and apply to the payment of the Note owing to it
(whether or not then due) any and all balances, credits,
deposits, accounts or moneys of Company then or thereafter with
Bank or other holder.
10.

MISCELLANEOUS

10.1 This Agreement shall be binding upon and shall inure to
the benefit of Company and Bank and their respective successors
and assigns, except that the credit provided for under this
Agreement and no part thereof and no obligation of Bank hereunder
shall be assignable or otherwise transferable by Company.
10.2 Company, upon thirty (30) days' prior notice to the
Bank, may from time to time permanently reduce the credit
provided for under this Agreement by ONE MILLION DOLLARS
($1,000,000.00) in aggregate or any larger integral multiple
thereof in aggregate. Any such reduction shall reduce the
commitment of the Bank to lend under Section 2.1, and on the date
of reduction, reduce the amount of the revolving credit, subject
to payment (to the date of such reduction) of the facility fee
under Section 2.7.
10.3 If with respect to any Interest Period Bank determines
that, by reason of circumstances affecting the foreign exchange
and interbank markets generally, deposits in Eurodollars in the
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applicable amounts are not being offered to Bank for such
Interest Period, then Bank shall forthwith give notice thereof to
the Company. Thereafter until Bank notifies Company that such
circumstances no longer exist, the obligation of Bank to make
Eurodollar-based Advances shall be suspended.
10.4 If, after the date hereof, the introduction of, or any
change in, any applicable law, rule or regulation or in the
interpretation or administration thereof by any governmental
authority charged with the interpretation or administration
thereof, or compliance by Bank (or its Eurodollar Lending Office)
with any request or directive (whether or not having the force of
law) of any such authority, shall make it unlawful or impossible
for the Bank (or its Eurodollar Lending Office) to honor its
obligations hereunder to make or maintain any advance or the
indebtedness under any Note with interest at the Eurodollar-based
Rate, Bank shall forthwith give notice thereof to Company.
Thereafter the obligation of Bank to make or maintain Eurodollarbased Advances shall be suspended and thereafter Company may
select as Applicable Interest Rates only those which remain
available.
10.5 If the adoption after the date hereof, or any change
after the date hereof in, any applicable law, rule or regulation
of any governmental authority, central bank or comparable agency
charged with the interpretation or administration thereof, or
compliance by Bank (or their Eurodollar Lending Office) with any
request or directive (whether or not having the force of law)
made by any such authority, central bank or comparable agency
after the date hereof (a "Change in Law"):
(a)

shall subject Bank (or its Eurodollar Lending Office)
to any tax, duty or other charge with respect to any
advance or the Note or shall change the basis of
taxation of payments to Bank (or its Eurodollar Lending
Office) of the principal of or interest on any advance
or the Note (except for changes in the rate of tax on
the overall net income of Bank or its Eurodollar
Lending Office imposed by the jurisdiction in which
said Bank's principal executive office or Eurodollar
Lending Office is located); or

(b)

shall impose, modify or deem applicable any reserve
(including, without limitation, any imposed by the
Board of Governors of the Federal Reserve System)
special deposit or similar requirement against assets
of, deposits with or for the account of, or credit
extended by Bank (or its Eurodollar Lending Office) or
shall impose on Bank (or its Eurodollar Lending Office)
or the foreign exchange and interbank markets any other
condition affecting any advance or the Note;
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and the result of any of the foregoing is to increase the cost to
Bank of maintaining any part of the indebtedness hereunder or to
reduce the amount of any sum received or receivable by Bank under
the Note, by an amount deemed by Bank to be material, then Bank
shall promptly notify Company of such fact and demand
compensation therefor and, within fifteen days after demand by
Bank, Company agrees to pay to Bank such additional amount or
amounts as will compensate Bank for such increased cost or
reduction. Bank will promptly notify Company of any event of
which it has knowledge which will entitle Bank to compensation
pursuant to this Section. A certificate of Bank setting forth
the basis for determining such additional amount or amounts
necessary to compensate Bank shall be conclusively presumed to be
correct save for manifest error. Any further Eurodollar-based
Rate shall be automatically adjusted to compensate Bank for such
changes set forth above.
10.6 In the event that at any time after the date of this
Agreement any Change in Law shall, in the opinion of Bank,
require that the commitment of the Bank under this Agreement be
treated as an asset or otherwise be included for purposes of
calculating the appropriate amount of capital to be maintained by
the Bank or any corporation controlling the Bank (the "Parent
Corporation"), Bank shall notify Company. Company and Bank shall
thereafter negotiate in good faith an agreement to increase the
facility fee payable to Bank under this Agreement, which in the
opinion of Bank, will adequately compensate Bank for the costs
associated with such Change of Law. If such increase is approved
in writing by Company within thirty (30) days from the date of
the notice to Company from Bank, the facility fee payable by
Company under this Agreement shall, effective from the date of
such agreement, include the amount of such agreed increase. If
Company and Bank are unable to agree on such an increase within
thirty (30) days from the date of the notice to Company, Company
shall have the option, exercised by written notice to Bank within
forty-five (45) days from the date of the aforesaid notice to
Company from Bank, to terminate the commitment of Bank hereunder.
If (a) Company and Bank fail to agree on an increase in the
facility fee, or (b) Company fails to give timely notice that it
has elected to exercise its option to terminate the commitment as
set forth above, then the commitment shall automatically
terminate as of the last day of the aforesaid forty-five (45) day
period.
10.7 No delay or failure of Bank in exercising any right,
power or privilege hereunder shall affect such right, power or
privilege, nor shall any single or partial exercise thereof
preclude any further exercise thereof, or the exercise of any
other power, right or privilege. The rights of Bank under this
Agreement are cumulative and not exclusive of any right or
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remedies which Bank would otherwise have.
10.8 If there is an event of default, Company shall pay all
out-of-pocket expenses incurred by the Bank (including fees and
disbursements of staff or outside counsel) in connection with
such event of default. Company shall indemnify Bank against any
transfer taxes, documentary taxes, assessments or charges made by
any governmental authority by reason of the execution and
delivery of this Agreement or the Note.
10.9 All notices with respect to this Agreement shall be
deemed to be completed (unless otherwise stated) upon mailing by
certified mail to the following:
To Company:
47603 Halyard Drive
Plymouth, Michigan 48170-2429
Attention: James Garpow
To Bank:
500 Woodward Avenue
MC 3265
9th Floor
Detroit, Michigan 48226
Attention: U.S. Banking Automotive Group
10.10 If any provision of this Agreement refers to any
action to be taken by any Person which such Person is prohibited
from taking, such provision shall be applicable whether such
action is taken directly or indirectly by such Person, whether or
not expressly specified in such provision.
10.11 Each covenant hereunder shall be given independent
effect (subject to any exceptions stated in such covenant) so
that if a particular action or condition is not permitted by any
such covenant (taking into account any such stated exception),
the fact that it would be permitted by any exception to, or would
be otherwise within the limitations of, another covenant shall
not avoid the occurrence of an Event of Default.
10.12 This Agreement and the Note shall be governed by, and
construed and enforced in accordance with, Michigan law.
10.13 This Agreement shall become effective upon the
execution hereof by Bank and Company. This Agreement may be
signed in any number of counterparts with the same effect as if
the signatures thereto and hereto were upon the same instrument.
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WITNESS the due execution hereof as of the day and year
first above written.
COMERICA BANK

SIMPSON INDUSTRIES, INC.

By:

By:

Its:

Its:

EXHIBIT "A"
REVOLVING CREDIT NOTE
$12,000,000

Detroit, Michigan
August 1, 1996

On or before the Maturity Date (as defined in the Credit
Agreement) FOR VALUE RECEIVED, the undersigned, SIMPSON
INDUSTRIES, INC., a Michigan corporation (herein called
"Company") promises to pay to the order of COMERICA BANK, a
Michigan banking corporation (herein called "Bank") at its main
office in Detroit, Michigan, the indebtedness or so much of the
sum of TWELVE MILLION DOLLARS ($12,000,000) as may from time to
time have been advanced and then be outstanding hereunder and
under a certain Third Amended and Restated Revolving Credit
Agreement by and among Company and Bank, dated August 1, 1996 (as
amended or otherwise modified from time to time, herein called
"Credit Agreement").
The indebtedness outstanding under this Note from time to
time shall bear interest at the Applicable Interest Rate. At the
time of each Advance Company may select the Applicable Interest
Rate; provided, however, that interest shall be payable at the
Prime-based Rate in the event and so long as Company shall not
have elected another Applicable Interest Rate. Interest shall be
payable quarterly commencing on September 30, 1996, on the unpaid
balance of the Prime-based Advances from time to time
outstanding, and on the last day of each calendar quarter
thereafter. Interest on each Eurodollar-based Advance shall be
payable on the last day of the Interest Period applicable thereto
and if such Interest Period is longer than three months, interest
shall be payable at intervals of three months from the first day
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thereof. In the event and so long as Company shall be in default
under a Eurodollar-based Advance, interest shall be payable at
the greater of (i) 2% over the Eurodollar-based Rate applicable
thereto, or (ii) 2% over the Prime-based Rate, until the
Eurodollar-Interest Period applicable thereto shall expire, and
thereafter the interest shall be payable at the rate of 2% over
the Prime-based Rate. In the event and so long as Company shall
be in default under a Prime-based Advance, interest shall be
payable at 2% over the Prime-based Rate.
This Note evidences borrowing under, is subject to, contains
terms defined by, and may be matured under, the terms of the
Credit Agreement, to which-reference is hereby made. Company
grants Bank a lien on all property and assets, including deposits
and other credits of the Company, at any time in possession or
control of or owing by Bank for any purpose.
Company hereby waives presentment for payment, demand,
protest and notice of protest of this Note and agrees that no
obligation hereunder shall be discharged by reason of any
extension, indulgence, release, or forbearance granted by any
holder of this Note to any party now or hereafter liable hereon
or any present or subsequent owner of any property, real or
personal, which is now or hereafter security for this Note. Any
transferees of, or endorser, guarantor or surety paying this Note
in full shall succeed to all rights of Bank, and Bank shall be
under no further responsibility for the exercise thereof or the
loan evidenced hereby.
This Note has been issued pursuant to the Credit Agreement
in replacement and renewal of the notes dated September 8, 1992
previously issued by Company under the Prior Credit Agreement.
Nothing herein shall limit any right granted Bank by other
instrument or by law.
SIMPSON INDUSTRIES, INC.

By:
Its:

EXHIBIT "B"
REQUEST FOR ADVANCE
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TO:

COMERICA BANK ("COMERICA")

The undersigned, SIMPSON INDUSTRIES, INC., does hereby
request a(an)
*
Advance in the amount of
DOLLARS ($
) against the Revolving
Credit Note dated August 1, 1996, of undersigned to Comerica in
the face amount of Twelve Million Dollars ($12,000,000.00). The
Interest Period for the requested Advance, if applicable, shall
be
**
.
The proceeds of the initial advance shall be used as set
forth in the Agreement described below, and the remaining
advances shall be deposited to the Account No.
of the
undersigned with Comerica.
Undersigned warrants that no condition or event has occurred
and is continuing which constitutes or, with the running of time
would constitute a default under that certain Third Amended and
Restated Revolving Credit Agreement dated August 1, 1996 by and
among undersigned and Comerica.
Dated this

day of

, 19

.

SIMPSON INDUSTRIES, INC.

By:
Its:
*
**

Insert, as applicable, "Prime-based", or "Eurodollar-based."
Insert, as applicable, "one month", "two months", "three
months", or "six months".

EXHIBIT "C"
1.

Average interest payments
under the Revolving Credit Note
(1/--

2.

x 365/360) x ------% x $-----------)

= $------

Average interest payments if
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reinvested at Current Market Rate
(1/-- x Current Market Rate x $-----------)
3.

Difference in interest payments
(line 1 less line 2)

= $-----$------

4.

Net present value of annuity (from established
tables) with factors of remaining interest
payments and term at Current Market Rate
$------

5.

Prepayment premium (line 3 times line 4)

$------

The Bank hereby certifies the computation of the prepayment
premium and demands payment thereof by Company pursuant to the
Note(s).
COMERICA BANK
By:
Its:
Dated:

, 19

EXHIBIT "D"
Pension Plan
Unfunded (Overfunded)
Accrued Liability as of
1/1/95

Plan Name
1.

Simpson Industries, Inc. Pension Plan

$942,486

2.

Retirement Plan for Bargaining Employees
of Simpson Industries, Inc., Litchfield
Operation

3.

Retirement Plan for Bargaining Employees
of Simpson Industries, Inc., Edon Operation

4.

Retirement Plan for Bargaining Employees
$284,538
of Simpson Industries, Inc., Fremont Operation

($752,266)

$474,600
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5.

Retirement Plan for Bargaining Employees of
Simpson Industries, Inc., Troy Operations

$ 11,919

Multi-Employer Plans
6.
7.
8.

I.A.M. National Pension fund (Benefit Plan B):
- Jackson Operation (See Note A, below)

Unknown

National Industrial Group Pension Plan:
- Gladwin Operation (See Note A, below)

Unknown

Central States, Southeast and Southwest Areas
Pension Plans (See Note B, below):
- Fremont Operation
- Gladwin Operation
- Litchfield Operation

Unknown
Unknown
Unknown

Note A: The most recent annual reports we have on file for these
Plans appear to indicate that the market value of Plan assets
exceeds vested accrued liabilities.
Note B:

The Company has seven drivers covered by this Plan.

EXHIBIT "E"
(Environmental Disclosures)
NONE

EXHIBIT "F"
Such lien, security interest or other charge or encumbrance
upon or with respect to the property rights or contract rights of
the Company or any Subsidiary arising in the ordinary course of
business, set forth as follows:
1.
For taxes, assessments or governmental charges or
levies on property of the Company or any Subsidiary, if the same
shall not at the time be delinquent or thereafter can be paid
without penalty, or are being contested in good faith by
Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

appropriate proceedings;
2.
Imposed by law, such as carriers, warehousemen and
mechanics liens and liens arising out of judgment or awards
against the Company or any Subsidiary for sums not yet due or
with respect to which the Company or such Subsidiary at the time
shall currently be prosecuting an appeal or proceedings for
review and with respect to which it shall secure bond and a stay
of execution pending such appeal;
3.
Arising out of pledges or deposits under workmen's
compensation laws, unemployment insurance, old age pensions, or
social security or retirement benefits, or similar legislation;
4.
Arising out of good faith deposits in connection with
bids, tenders, contracts or leases or deposits to secure surety
and appeal bonds to which the Company or any Subsidiary is a
party, or other similar pledges or deposits made in the ordinary
course of business;
5.
Out of easements, rights-of-way, restrictions and other
similar encumbrances in respect to real property not interfering
with the ordinary conduct of the business of the Company or any
Subsidiary;
6.
Of lessors, on the property subject to the lease and
improvements thereto or thereon, as to which the Company or any
Subsidiary is the lessee;
7.
Of conditional sale agreements or other purchase money
security interest given or retained to secure the purchase price
of any equipment, inventory or other personal property acquired
by the Company or any Subsidiary and used or useful in connection
with the Company's business, or of purchase money mortgages or
other liens on real property held by the Company or any
Subsidiary to secure the purchase price of such property;
provided, however, that the aggregate of leases, liens,
mortgages, and security interests shall not exceed Two Hundred
Fifty Thousand Dollars ($250,000.00) at any one time outstanding.
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Nine Months Ended
September 30
1996
1995

Three Months Ended
September 30
1996
1995

Primary
Average number of
common shares
outstanding
18,063,133
Dilutive stock
options
outstanding
40,108
Average number of
common and
common
equivalent
shares
18,103,242

17,968,132

18,075,159

17,979,962

68,636

41,914

74,681

18,036,768

18,117,073

18,054,643

Net earnings applicable to common
stock and
common stock
equivalents
$13,371,000 $11,909,000

$3,443,000

$1,435,000

$0.19

$0.08

Primary earnings
per share

$0.74

$0.66
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5
THIS SCHEDULE CONTAINS SUMMARY FINANCIAL
INFORMATION EXTRACTED FROM THE COMPANY'S
UNAUDITED FINANCIAL STATEMENTS AS OF AND
FOR THE PERIOD ENDING SEPTEMBER 30, 1996,
AND IS QUALIFIED IN ITS ENTIRETY BY
REFERENCE TO SUCH FINANCIAL STATEMENTS
1,000
DEC-31-1996
SEP-30-1996
9-MOS

<CASH>
<SECURITIES>
<RECEIVABLES>
<ALLOWANCES>
<INVENTORY>
<CURRENT-ASSETS>
<PP&E>
<DEPRECIATION>
<TOTAL-ASSETS>
<CURRENT-LIABILITIES>
<BONDS>
<COMMON>
<PREFERRED-MANDATORY>
<PREFERRED>
<OTHER-SE>
<TOTAL-LIABILITY-AND-EQUITY>
<SALES>
<TOTAL-REVENUES>
<CGS>
<TOTAL-COSTS>
<OTHER-EXPENSES>
<LOSS-PROVISION>
<INTEREST-EXPENSE>
<INCOME-PRETAX>
<INCOME-TAX>
<INCOME-CONTINUING>
<DISCONTINUED>
<EXTRAORDINARY>
<CHANGES>
<NET-INCOME>
<EPS-PRIMARY>
<EPS-DILUTED>

20,973
0
50,584
0
11,072
89,598
267,457
121,336
238,712
40,927
0
18,074
0
0
95,582
238,712
309,698
310,549
276,130
9,358
0
0
4,045
21,016
7,645
13,371
0
0
0
13,371
0.74
0.74
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