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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

Date of Report (Date of earliest
event reported): November 18, 1994

WATTS INDUSTRIES, INC.

(Exact name of registrant as specified in its arart

Delaware 0-14787 04-2916536
(State or other jurisdiction  (Commission (IR S Employer
of incorporation) File Numb er) ldentification No.)

815 Chestnut Street, North Andover, Massachuség84®
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area ¢608) 688-1811

N/A
(Former name or former address, if changed sirstedgort.)

Item 2. Acquisition or Disposition of Assets.

Watts Industries, Inc. (the "Company") has compldtair acquisitions since July 15, 1994, none oitWlindividually is deemed significant
for purposes of Regulation $-of the Securities and Exchange Commission an@ mdrvhich individually required the filing by t@ompan
of a Current Report on

Form 8-K.

Tanggu Watts.

On July 15, 1994, Watts Investment Company, a whmdined subsidiary of the Company, acquired a otlittg 60% equity interest in
Tianjin Tanggu Watts Valve Company Limited ("Tangddatts”). Tanggu Watts, which is a Chinese limiiadility equity joint venture, was
formed with Tianjin Tanggu Valve Plant ("Tanggu Vell), a manufacturer of butterfly valves and otha@lve products located in Tianjin,
People's Republic of China.

The total registered capital invested in Tanggut¥May both the Company and Tanggu Valve was RMBAXBO000 (Chinese Renminbi),
which is equal to approximately US$14,100,000. ¥ amount, the Company has contributed cash iappeoximate amount of
US$8,500,000 which is equal to approximately RMB30B,000 or 60% of the total registered capitak Tompany's source of capital to
finance this acquisition was from existing cashahaks. Tanggu Valve contributed machinery and ecen, a land development fee,
technology and certain inventory in the amount BfBR49,200,000, which is equal to approximately US$5,000 or 40% of the total
registered capital.

Tanggu Watts, which maintains its headquartersnaadufacturing operations in Tianjin, People's Réipudf China, will manufacture
butterfly, globe and check valves for the watetritistion and industrial markets in the People'pigic of China, the United States, Europe,
Australia and Southeast Asia. The Company intelnalstanggu Watts will continue to use the assefaofyjgu Watts within the same
industry, as described in the immediately precedemence, as they were used by Tanggu Valve foritie formation of the joint venture.
Tanggu Valve's sales for the twelve-month periodieenDecember 31, 1993 were approximately the elnvaf US$8,000,000.

Jameco.



On July 28, 1994, Jameco Acquisition Corp., a whoWned indirect subsidiary of the Company, acglirem certain individual and trust
stockholders all of the issued and outstandingtabgiock of Jameco Industries, Inc., a New Yorkpooation ("Jameco"), for a price of
$29,503,030 (of which approximately $25 million waesd in cash at closing and $3.75 million in casls deposited into and is still being
held in an interest-bearing escrow account andehmining amount was deducted from the total paia result of amounts owed to Jameco
by one of the selling stockholders). The money lelthe escrow account will be paid pursuant to ianaccordance with terms of the Escrow
Agreement, attached as an exhibit to Exhibit 21/2twe to secure the payment of claims for indernatfon made against the three principal
selling stockholders. Jameco had approximatelyrill®n of outstanding bank debt that remains ansging. The Company's source of
capital to finance this acquisition was from exigtcash balances.

The acquisition also included the purchase by thim@any of the parcel of land, together with thddngs and improvements thereon, on
which the facilities of Jameco are situated foadditional cash payment of $5.3 million. Priort®acquisition by the Company, the land was
owned indirectly by two of the principal sellingoskholders of Jameco.

Jameco, headquartered in Wyandanch, New Yorkmaraufacturer of metal and plastic water supply potslincluding valves, tubular
products and sink strainers that are sold primawilthe residential construction and home repairr@modeling markets in the United States
and overseas. Jameco's sales for the twelve-menitdpended June 30, 1994 were approximately $8&miThe Company intends to
continue to use the assets of Jameco within the sadistry in which they were used prior to theuasigon.

Cryolab.

On August 4, 1994, Circle Seal Controls, Inc., allyhowned subsidiary of the Company, acquired safugally all of the assets, subject to
certain liabilities, of the Cryolab product lindéét"Cryolab Business") of SAES Pure Gas, Inc. ("SAHor a cash price of $886,122 paid at
closing. The Company's source of capital to finahigacquisition was from existing cash balances.

The assets acquired, which included inventory, meaterials, patterns, drawings, toolings, dies, rimaely and equipment, goodwill and

certain intellectual property rights, were used3®\ES to manufacture and sell cryogenic valves tarobthe flow of gases and liquids
exhibiting a temperature of -100 degrees fahrerdradtlower. The products made in the Cryolab Bissimeclude globe, "Y", angle, vacuum-
jacketed, extended stem, and vacuum-off type valves and operators. The Company intéadse the assets of the Cryolab Business in the
existing cryogenic valve business of Circle Seahi@us, Inc., which is located in Corona, Calif@nSAES's sales from the Cryolab Business
for the twelve-month period ended December 31, 28&% approximately $1,500,000.

Pibiviesse.

On November 18, 1994, two wholly owned indirectsdlaries of the Company acquired from Philabedinational NV all of the issued and
outstanding capital stock of Philabel NV, a Dutciding company owning all of the issued and outditagn capital stock of Pibiviesse S.p.A.
("PBVS"), an Italian valve manufacturing compangdted in Milan, Italy, for a price of 29,827,19318falian Lire (approximately US$18.5
million), 90% of which was paid at closing and@ila portion of the balance to be paid within 4 therof the closing based on a post-closing
determination of the balance sheet of PBVS asetlbsing date, plus certain contingent deferrga@ants that may become payable in the
future. The contingent deferred payments becomalgayupon achievement of a number of different berarks for gross revenues of PBVS
during the three-year period ending December 327 Ehd could equal a maximum of 6,000,000,000altaliire (approximately US$3.7
million) in the aggregate if all of the specifiedrithmarks are achieved.

PBVS manufactures ball and gate valves for thamil gas markets. The Company intends to continusadhe assets of PBVS within the
same industry in which they were used prior toabguisition. Sales for PBVS for the twelve-monthiget ended June 30, 1994 were
approximately US$34,000,000.

The Company's sources of capital to finance thigisétion were existing cash balances and a dramndaf a portion of the Company's
unsecured line of credit for $125,000,000 with First National Bank of Boston.

Iltem 7. Financial Statements, Pro Forma Financialhformation and Exhibits.
(a) Financial Statements of Businesses Acquired.aldplicable.

(b) At the time of the filing of this Form 8-K, i& impracticable for the Company to provide the fmwna financial information relating to the
acquisition by the Company of Tanggu Watts, Jam€cgglab and PBVS. Such financial information viaél filed by amendment not later
than February 3, 1995, in accordance with Itemaragraph

(b)(2) of Form 8-K.

(c) Exhibits.
*2.1 Joint Venture Contract, dated as of June 2941by and between Tianjin Tanggu Valve Plant\Afadts Investment Company.

*2.2 Stock Purchase Agreement, dated as of Jul{t284, by and between Jameco Acquisition Corp.Hendy Lipman, Michael Lipmar



Walter Lipman, Sidney Greenberg, David Chasin, Kghrs. Lipman, Peter A. Lipman, Ethel S.
Lipman, Gloria Lipman, Walter Lipman

Trust for the Benefit of llene Burstein, Walter mjpn Trust for the Benefit of Staci Burstein and i&ialipman Trust for the Benefit of
Joshua Burstein.

*2.3 Asset Purchase Agreement, dated as of Augud@4, by and between Circle Seal Controls, Ind. BAES Pure Gas, Inc.

*2.4 Stock Purchase Agreement, dated as of Noved®et994, by and between Watts Industries Eurdpekl Industries Europe BV,
Philabel International NV, Antonio Vienna, and G@.A. S.p.A.

* The Company will supply the Commission upon resjueith copies of any schedules to Exhibits 2.2, 2.3, and 2.4 which are not incluc
herein.

SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Company has duly causeddépisrt to be signed on its behalf by the
undersigned thereunto duly authorized.

WATTS INDUSTRIES, INC.

By:/s/ WIlliamC. MCartney
Wlliam C. MCartney,

Vi ce President of
Fi nance

Dat e: Decenber 5, 1994
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JOINT VENTURE CONTRACT

THIS CONTRACT is made in the People's Republic bin@ on this 27th day of June, 1994, by and betWwi@ANJIN TANGGU VALVE
PLANT a legal person duly organized and existindearrthe laws of the People's Republic of Chinaledng its registered address at 5
Yongtai Road, Tanggu, Tianjin, the People's ReputfiiChina ("PARTY A") and WATTS INVESTMENT COMPANYa company duly
organized and existing under the laws of the Sthfeelaware, United States of America, and haviadgead office at 715 King Street, Suite
300, Wilmington, Delaware, United States of Amerl@801 ("PARTY B").

PRELIMINARY STATEMENT

After friendly consultations conducted in accordamgth the principle of equality and mutual benefARTY A and PARTY B have agreed
to establish a limited liability equity joint vermuin accordance with the Law of the People's RipobChina on Joint Ventures Using
Chinese and Foreign Investment (the "Joint Venitare"), the Implementing Regulations issued thereurfthe "Joint Venture Regulations™)
and the provisions of this Contract.

NOW, THEREFORE, IT IS HEREBY AGREED AS FOLLOWS:

ARTICLE 1 - DEFINITIONS

Unless the terms or context of this Contrac
provides, the following terms shall have the m

1.01 "Affiliate" means any company which, through

of voting stock or otherwise, directly or indi
under common control with, or in control of a
"control" being used in the sense of power to
directors or to direct the management of a com

designated by such Ministry to approve this Co

and Municipal agencies as may be necessary to

provisions of this Contract and any ancillary
herein.

1.03 "Articles of Association" shall mean the Arti
Association of the Company as set forth in Ex

1.04 "Board" shall mean the board of directors o
Company.

t otherwise
eanings set out below:

ownership

rectly, is controlled by,
PARTY; the term
elect a majority of
pany.

1.02 "Approval Authority" shall mean the Ministry Boreign Trade and Economic Cooperation or thallaathority

ntract and the Central
implement the
contracts referred to

cles of
hibit A attached hereto.

f the

1.05 "Business License" shall mean the businesssie of the Company issued by the SAIC followingrapal of this Contrac



1.07 "Company" shall mean Tianjin Tanggu Watts ¢alv

Company Limited, a joint venture limited liabi
the PARTIES pursuant to this Joint Venture Con
Venture Law, the Joint Venture Regulation
Chinese laws.

1.08 "Contributed Assets" shall mean those assets
by PARTY A pursuant to Article 5.03(a) and wh
particularly described in Exhibit B.

1.09 "Effective Date" shall mean the effective dat
Contract, which date shall be the date on whic
conditions have been fulfilled:

(a) Agreement and Articles. This Contract
Articles of Association have been approved by
without any additional or different conditions

(b) Business License. The Business License
issued by the SAIC, reflecting the status and
Company as described herein, without any addit
conditions being imposed.

1.06 "China or "PRC" shall mean the People's RepuabiChina (and will refer to the Chinese Mainlaomly).

lity company formed by
tract, the Joint
s, and other relevant

contributed
ich are more

e of this
h all of the following

and the
the Approval Authority
being imposed; and

has been
structure of the
ional or different

1.10 "Joint Venture Products" shall mean valve potslincluding center line wafer type butterflywed, large rubber-seated butterfly valves,
high performance butterfly valves, above ground @mdlerground valves, gate valves, check valvesll sigh pressure ball valves, large
rubber-seated ball valves, and other valves usgdsnliquid, water pipelines, mud and paper-makidlgstries.

1.11 "Joint Venture Term" shall mean the term ef @ompany as set forth in Article 19 hereof.

1.12 "Land" shall mean the land more particuladgatibed in Exhibit C and located at 5 Yongtai Rdahggu, Tianjin Municipality, The
People's Republic of China.

1.13 "Management Personnel" shall mean and indhel&eneral Manager, Executive Vice General Managee General Manager,
Production Manager, Financial Controller, MarketiMgnager, Production Engineer, Auditor and sucleiogiersonnel designated as
Management Personnel by the Board.

1.14 "PARTY" or "PARTIES" means PARTY A and PARTY B

individually or collectively.

1.15 "Renminbi" or "RMB" shall mean the lawful cur

1.16 "SAEC" means the State Administration of Exch
Control of China and/or its local branches as
context.

1.17 "SAIC" means the State Administration of Indu
Commerce of China and/or its local branches as
context.

1.18 "United States Dollars", "U.S. Dollars" and
mean the lawful currency of the United States

1.19 "Working Personnel" shall mean the employees
Company except the Management Personnel.

ARTICLE 2 - PARTIES TO THE CONTRACT
2.01 The Parties
The PARTIES to this Contract are:
(@) PARTY A, Tianjin Tanggu Valve Plant
Tanggu District, Tianjin, with its registered
Road, Tanggu, Tianjin, the People's Republic o
Legal Representative: Han

Position:
Nationality:

rency of China.

ange
appropriate to the

stry and
appropriate to the

"US$" shall
of America.

of the

, registered in
address at 5 Yongtai
f China.

You Sheng
President
Chinese

(b) PARTY B, Watts Investment Company, a compamystered in the state of Delaware, United Statesmérica with its head office at 7:



King Street, Suite 300, Wilmington, Delaware, Uditetates of America 19801.

Legal Representative: David A. Bloss, Sr.
Position: Exe cutive Vice President
Nationality: u.s A.

2.02 Authority

Each PARTY hereby represents and warrants to ther #ARTY that, as of the date hereof and as oEffective Date:
(a) such PARTY is duly organized, validly existiagd in good standing under the laws of the pladesafstablishment or incorporation;

(b) such PARTY has all requisite power, authoritgd authorization required to enter into this Cocitend, upon the Effective Date, will have
all requisite power, authority and authorizatiorpasform fully each and every one of its obligatdrereunder;

(c) such PARTY has taken all actions necessarytiocgize it to enter into this Contract and suctRHA representative whose signature is
affixed hereto is fully authorized to sign this @act, and to bind such PARTY thereby;

(d) upon the Effective Date, this Contract shalist@ute the legal, valid and binding obligatiorisoch PARTY;

(e) neither the execution of this Contract, norgkeegformance of such PARTY's obligations hereund@t conflict with, or result in a breach
of, or constitute a default under, any provisiorthaf Articles of Incorporation or By-Laws of sucARTY, or any law, rule, regulation,
authorization or approval of any government agesrdyody, or of any contract or agreement to whidh & party or subject;

(f) there is no lawsuit, arbitration, or legal, adistrative or other proceeding or governmentakstigations pending or, to the best knowle
of such PARTY, threatened against such PARTY wattpect to the subject matter of this Contract; and

(9) that all documents and information which isyided to the other PARTY must be authentic, aceuaaid reliable and will not have an
adverse affect on such PARTY in performing its géions under this Contract.

ARTICLE 3 - ESTABLISHMENT OF THE JOINT VENTURE COMP ANY
3.01 Establishment of the Company

The PARTIES hereby agree to establish the Compemytly after the Effective Date in accordance viite Joint Venture Law, the Joint
Venture Regulations and the provisions of this Camit

3.02 Name and Address of the Company; Branches

(a) Name. The name of the Company shall be:

"[CHINESE SYMBOLS]" in Chinese, and "Tianjin Tang§atts Valve Company Limited" in English. At thepésation or termination of th
Contract, the Company shall forthwith change its@dy removing therefrom the trade names "Wattd"#0HINESE SYMBOLS]" withou
replacing them or any parts thereof by any similards or expressions. Similarly, notwithstandingthing in this Contract to the contrary,
should PARTY B's participation in the registeregital of the Company at any time during the exiseeaf this Contract fall below 50%, the
Company shall forthwith change its name if requetig PARTY B in the same manner as provided abB®&RTY A in any case undertakes
not to continue or take over the Company's businsisg) the trade name "Watts" or "[CHINESE SYMBOLS{ any parts thereof or any
similar words or expressions.

(b) Address. The legal address of the Company bledll Yongtai Road, Tanggu District, Tianjin, treople's Republic of China.

(c) Branches. The Company may establish necessamngib offices inside of China with the approvathe Board and the relevant authority
the location of the proposed branch.

3.03 Limited Liability Company

The form of organization of the Company shall biengted liability company. Except as otherwise pidrd herein, once a PARTY has paic
full its contribution to the registered capitalthé Company, it shall not be required to providg famther funds to or on behalf of the
Company by way of capital contribution, loan, ads@rguarantee or otherwise. Except as otherwisgded pursuant to written agreement
signed by the PARTY to be charged, creditors of@Gbepany shall have recourse only to the assdteed€ompany and shall not seek
repayment from any PARTY. The Company shall inddynthie PARTIES against any and all losses, damagéability suffered by the
PARTIES in respect of third-party claims arising ofithe operation of the Company. Subject to theva, the profits, risks and losses of the
Company shall be shared by the PARTIES in propetiioand limited by their respective contributi®@aghe Company's registered capital.

3.04 Laws and Decrees

The Company shall be a legal person under the ¢d\@hina. The activities of the Company shall beegyoed and protected by the relevant
published and publicly available laws, decreegs@nd regulations of China.

ARTICLE 4 - THE PURPOSE AND SCOPE



OF PRODUCTION AND OPERATION

4.01 Purpose and Scope of the Company

(a) Purpose. The Company shall adopt advancedatafynand scientific management methods with thetai earn lawful profits, gain a
competitive position in the market and make a ébuation to the people of China.

(b) Scope. The scope of the Company is to manuctiistribute, and sell Joint Venture Products.

ARTICLE 5 - TOTAL AMOUNT OF INVESTMENT AND
REGISTERED CAPITAL

5.01 Total Investment. The Company's total investrsball be Two Hundred and Twenty Nine Million BEidHundred and Ninety Thousand

Renminbi (RMB 229,890,000).

5.02 Registered Capital. The Company's regist
shall be One Hundred and Twenty Three Million

123,000,000).

5.03 Contribution to Capital

ered capital
Renminbi (RMB

(&) The contribution to the registered capitalhaf Company subscribed by PARTY A shall be FortyeNifillion Two Hundred Thousand
Renminbi (RMB 49,200,000), representing a fortycpet (40%) share of the registered capital of tamgany.

PARTY A's contribution shall consist of:

(i) Machinery and equipment as more particularlgalibed in the list set forth as Exhibit B whiclasled on the results of evaluation, the
PARTIES agree is valued at Twenty Seven Million TMuandred and Ninety Five Thousand Renminbi (RMB223,000);

(i) land development fee which, based on the tesaflevaluation, the PARTIES agree are valued>xaé&n Million Four Hundred and Forty

Nine Thousand Renminbi (RMB 16,449,00

(iiTechnology as more particularly described xhibit D which, based on the results of evaluatitwe, PARTIES agree is valued at Three
Million Five Hundred and Thirty Seven Thousand Rarn(RMB 3,537,000); and

(iv) Inventory to be selected from the finished dedn PARTY A's total

inventory up to a cost value of One Million Ni
Thousand Renminbi (RMB 1,919,000).

(b) The contribution to the registered capi

by PARTY B shall be Eight Million Four Hundred
States Dollars (US$8,480,000), equivalent to S
Hundred Thousand Renminbi (RMB 73,800,000) and
percent (60%) share of the registered capital

(c) The capital contributions which shall b
shall be used by the Company only in the imple
Contract. Except as otherwise provided herein
License attached as Exhibit E, all of the item
PARTIES to the Company shall remain the proper
throughout the entire term of this Contract.

5.04 Payment of Registered Capital and Condition

(a) Subject to Article 5.04 (b) below, each
the capital contribution subscribed by it as f
PARTY's capital contribution shall be contribu
after the Effective Date; an additional one t
within sixty (60) days of the Effective Date;
shall be deposited within ninety (90) days of

ne Hundred and Nineteen

tal of the Company subscribed
Eighty Thousand United
eventy Three Million Eight
representing a sixty

of the Company.

e made by PARTY A and PARTY B
mentation of this

and in the Technology

s contributed by the

ty of the Company

s Precedent Thereto

PARTY shall pay into the Company
ollows: one third of each

ted within a (30) days

hird shall be contributed

and the final one third

the Effective Date.

(b) Notwithstanding the foregoing, the PARTIES'igations to make their respective contributionite Company's registered capital shall
arise until each of the following conditions hagéulfilled:

(i) approval of the following, if necessary, hagbebtained from the Approval Authority or othelexant authorities:

(1) This Contract, the Articles of Association attad hereto as Exhibit A, and theFeasibility Stuhd



(2) the Technology License Contract to be exechtethe Company and Tianjin Tanggu Valve Plant mfibrm set forth in Exhibit D
attached hereto and made a part hereof, and

(3) the Technology License Contract to be exechtethe Company and Watts Investment Company irfidima set forth in Exhibit E
attached hereto respectively and made a part henedf

(4) the Trademark License Contract to be execuyetthds Company and Watts Investment Company indha &et forth in Exhibit F attached
hereto and made a part hereof,

(i) the issuance of the Company's Business Licéwith a scope of business as set forth in Artécl@l hereof);

(iithe Company has submitted an application ® Thanjin Commission of Foreign Trade and Econo@doperation for designation as a
"Technologically Advanced Enterprise"; and

(iv) the Company has received a land use rightsficate from the relevant governmental authorige#lencing the Company's right to the
exclusive possession, use and enjoyment of the farttie full scope of operation specified in Alti@.01 for the Joint Venture Term.

5.05 Late Contribution to Registered Capital Subje@rticle 5.04 (b) , any delay in payment ofheit PARTY's contribution in accordance
with Article 5.04 (a) shall result in a paymentpanalty to the Company equal to 1% of the rele®ARTY's total contribution for that mon
or part thereof that the delay in payment continues

5.06 Investment Certificate

After each PARTY's contribution to the registeregbital has been made in full, an independent Chinegistered accountant appointed by
Company in accordance with this Contract shallfyahie contribution and issue a contribution veation report to the Company. Thereug
the Company shall issue within sixty (60) daysratie payment of the contribution an investmentifiesite to each PARTY signed by the
Chairman of the Board. Each investment certifichi@ll indicate on its face the amount of the capitatribution evidenced thereby and a
copy shall be submitted to the Approval Authority the record. The Board shall request the FinA@matroller to maintain a register
identifying the investment certificates that haee issued to the PARTIES.

5.07 Additional Financing

(a) Any additional capital investment in excesshaf registered capital or additional required wagkeapital, may be obtained in the form of
loans to the Company from Chinese or foreign saurde a general principle and subject to Board @dr borrowings of the Company, if
any, shall be secured by the tangible assets dE timepany.

(b) Interest on loans incurred by the Company dimliiebited as a financing cost of the Company.

(c) Except for the portion of working capital (9 be provided by the PARTIES as capital contributio (ii) from bank loans received by the
Company, additional operating funds may be obtaprattipally from net revenues generated by salesedCompany or as agreed to by the
Board of Directors.

5.08 Transfer or Assignment of Register

(a) General Principle. Each PARTY hereto underta@dbe other PARTY that, except as permitted ia Hrticle 5.08, it shall not:
(i) transfer, assign, sell or otherwise dispostheflegal or beneficial ownership of; or

(increate any mortgage, charge, pledge, or otheumbrance over either the whole or any part ahierest in the Company's registered
capital ("Interest") or its rights, obligations anenefits under this Contract.

(b) Transfers to Affiliates. Notwithstanding thedgoing, either of the PARTIES ("Transferor Partylay transfer its Interest to its affiliates
("Transferee Affiliates™) on giving thirty (30) dayprior written notice to the other PARTY.

The PARTIES hereby agree that in any such tratsfaveen a Transferor Party and its Transfereeiatidis, the other PARTY shall:
(i) waive any pre-emptive rights to purchase thanferor Party's Interest;

(i) upon the request of the Transferor Party, disevritten consent to such transfer; and

(iii) cause its directors on the Board to voteamdr of a resolution approving such transfer.

(c) Transfers to Third Parties. A Transferor Patgll have the right to transfer its Interest twa-Affiliate third party (“Third-Party
Transferee") providec



(i) the Transferor Party first offers to transfer linterest to the other PARTY ("Non-transferriraytiy") in accordance with the preemption
procedures set out in Article 5.08(d) below andNloa-transferring Party has declined to exercseights thereunder;
(i) the Non-transferring Party has given its cartge the transfer in writing to the Transferor tyaand

(iithe Board has unanimously passed a writteoltg®n approving the transfer.

(d) Pre-emptive Rights. Where a Transferor Pargjrde to transfer its Interest to a Third-Partyribfaree, the Non-transferring Party shall
have a preemptive right to purchase or acquire ftehest in accordance with, the provisions of #hiticle 5.08(d). In any proposed transfer
to a Third-Party Transferee, the Transferor Pantllprovide written notice (the "Disposal Notic#t)the Non-transferring Party setting forth
the identity of the Third-Party Transferee, the antaf consideration to be paid and other partisutd the proposed transfer. By written
notice to the Transferor Party within sixty (60yddrom the date of the Disposal Notice, the Namsferring Party shall have the right, but
not the obligation, to either:

(i) acquire the Transferor Party's interest untlerdame terms and conditions and for the samedw=rasion offered to the Third-Party
Transferee; or

(i) introduce a new party or parties of its cho{t8ubstitute Party or Parties") to acquire sudhriest from the Transferor Party under the
same terms and conditions and for the same comsideroffered to the Third-Party Transferee.

(e) Pre-emptive Rights. If the terms and conditioha proposed assignment described in a Dispostit&do not provide a purchase price or
provide a purchase price which is not payable elgtin cash, then the Non-transferring Party, er $lubstitute Party or Parties, shall have a
pre-emptive right of purchase exercisable in theesenanner as provided in Article 5.08(d) for a pase price equivalent to the open market
value of the Company allocated on a pro-rata ladise Transferor Party's interest. For purposdhisfArticle, the "open market value" of
the Company shall be determined by the PARTIEH the PARTIES are unable to agree on such valukimva (30) days of the date of the
Disposal Notice, by an Expert as defined in Art28 The expenses of such Expert shall be bordlgdyethe PARTIES.

(f) Disposal. If the Non-transferring Party, or tBabstitute Party or Parties, fails to exercisepigeemptive right as aforesaid, the Transferor
Party may, subject to the consent of the Non-teamisig Party and the decision of the Board, assgh,or otherwise dispose of all or part of
its Interest for a purchase price equal or greaténat described in the Disposal Notice to a tiiatty.

(9) Third Party to be Bound by Contract. Subjedtis Article 5.08, in the event of a sale, assigntror other disposition of the Transferor
Party's interest, any purchaser, transferee og@asishall together with the remaining PARTY or AAES execute such documents as are
necessary to make such third party bound by tmesterf this Contract.

(h) Continued Operation. In the event that PARTYoBa Substitute Party or Parties, acquire PARTY iterest and as a consequence the
Company is no longer a Sino-foreign equity joinbteee, PARTY A shall assist and support PARTY Béeking the necessary approvals to
allow PARTY B to continue operations of the Compasya wholly foreign-owned enterprise or otherwise.

(i) Approval. Any sale or assignment pursuant ie #rticle shall be submitted to the Approval Autity for examination and approval. Upon
receipt of the approval of the Approval Authoritige Company shall register the change in ownensfitpthe SAIC.

(j) Confidentiality. Notwithstanding the assignmeithe registered capital pursuant to this Artitkee PARTIES agree they will not be
relieved of their confidentiality obligations undérticle 18 hereof. The -above-mentioned confidaliti obligations shall remain in effect for
twenty (20) years following the effective date o€k assignment.

5.09 Increase of Registered Capital

(&) Any increase in the registered capital of tlhenpany shall be contributed by the PARTIES in adance with the ratio of each PARTY's
share of the registered capital at the time of snctease and within the limit and in the form sfied by the Board for such increase. In the
event of either PARTY refusing or failing to cobtute to the increase in the capital in full or artpthe same could be contributed by the
other PARTY in addition to its respective shar¢haf increase within the total increase in capipgraved by the Board with the resultant
changes in the proportions of the interests of &&RTY in the registered capital of the Company.

(b) Notwithstanding any other provision of this @auct, in the event that PARTY B wishes to increissshare of the registered capital,
PARTY A shall have the right to make additional wdutions in accordance with the ratio of theiteirest of the registered capital at the time
of such increase and within the limit and in therfspecified by PARTY B, provided, however, thavsld either PARTY refuse or fail to
contribute to an increase in accordance with thigcke 5.09(b), the other PARTY shall be permittectontribute to such increase with the
resultant changes in the proportions of the intesesach PARTY in the registered capital of thepany. The PARTIES shall cause their
directors on the Board of Directors to vote in fagban increase in capital under this Article §t)9

ARTICLE 6 - RESPONSIBILITIES OF THE PARTIES
6.01 Responsibilities of PARTY A
In addition to its other obligations under this @ant, PARTY A shall be responsible for the follogimatters:

(a) Approvals. Assist the Company in obtainingtf right to use the Land and Buildings for thenddienture Term, and (2) the approv:



permits and licenses necessary for the establishamehoperation of the Company and the manufactiis&jbution and sale of the Joint
Venture Products; (b) Tax Treatment. Assist the @amy in applying for and obtaining the most favéeahx and customs duty reductions
and exemptions and other investment incentivedablaifor the Company under the laws of China, jiiellunicipality or other local laws;

(c) Imports. Assist with the procedures for applyfar, and procuring licenses for the import of maery and equipment, materials and
supplies required by the Company and arranginghitransport of imported equipment;

(d) Employee Assistance. Assist the foreign or éxqt@ employees and work force of the Companyafrttie parties with whom it contracts
and their families, to obtain all entry visas anatkvpermits necessary, and arrange boarding, Igdgiffice space, transportation and medical
facilities for such persons in Tianjin during theeoation of the Company;

(e) Bank Accounts. Assist the Company in openingBRd convertible currency bank accounts immedjiatpbn issuance of the Compai
Business License;

(f) Raw Materials Assist the Company in securingf@rential purchasing status for purchases of raterals, machinery and equipment in
China, including, if necessary, the official alltioas of all raw materials the Company deems @itit the lowest possible price;

(9) Technologically Advanced Enterprise. Assist@®npany in the application process for designa®a "Technologically Advanced
Enterprise" and securing the appropriate confiromatiertificate;
(h) Loans. Assist the Company in obtaining RMB k#&om local financial institutions upon the degisiof the Board;

(i) Modifications to Buildings. Assist the Compaimyorganizing,

preparing and executing the detailed design, ¢
and implementation of modifications and additi
including the layout of the machinery and equi
with the design program to be provided by PART
Technology License Contract attached as Exhibi

(i) Plant Services. Provide the Compa
described in the Plant Services Contract attac
including use of the clinic, canteen, buses fo
personnel between their homes and the Company
related services provided by PARTY A to Compan

(k) Sales Orders. Transfer to the Company
PARTY A as of the Effective Date.

6.02 Responsibilities of PARTY B

In addition to its other obligations under
B shall have the following responsibilities:

(@) Personnel. Assist the Company in recruitin
management, technical, engineering, production
control;

(b) Domestic Materials. Assist the Com
and raw materials manufactured in China to ens
proper quantity and quality for the conduct of

(c) Offshore Financing. Assist the Company
subject to the decision of the Board;

(d) Technology Licence. Perform its obligations un
Contract attached as Exhibit E; and

(e) Export Sales. Use its best efforts
export target of 40%.

6.03 Expenses

In assisting the Company with respect to a
6.01 or 6.02, should either PARTY incur any re
of the Company, such reasonable expenses will
Company.

ARTICLE 7 - PURCHASE OF PARTY A'S INV
CONTRIBUTION OF ASSETS

7.01 PARTY A's Inventory
Upon the execution of this Contract and sub

Effective Date, the Company will purchase sele
finished components in addition to all or a po

onstruction
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pment in accordance

Y B pursuant to the
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progress of PARTY A (the "Inventory") up to a
Million Renminbi (RMB 45,000,000). The purcha
Inventory will be the same as PARTY A's cost i
Inventory.

7.02 Condition Precedent to Purchase

The purchase by the Company of PARTY A's Inven
subject to the condition precedent that PART

and warranties as stated in Article 7.03 bel
accurate on the date of the purchase as if suc
warranties were made on the date of purchase.
representations or warranties of Article 7.03

are not true and accurate on the date of purch
may, in addition to whatever other rights it m
purchase all or a portion of the Inventory.

7.03 PARTY A Representations and Warrant
PARTY A represents and warrants as follows:

(@) PARTY Ais the lawful owner of the
Inventory, which are free and clear of any lie
security interests and claims;

(b) PARTY A possesses rights, powers an
dispose of the Contributed Assets and the Inve
described in this Contract;

(c) there is no ongoing or future legal procedu
procedure, administrative litigation or other
interdiction, decision or ruling to which PART
binds or affects the Contributed Assets or the
of so doing;

(d) all information provided to PARTY B
or the Inventory, business, finances and other
true, accurate and complete in every respect;

(e) as of the date of this Contract and as of t
the Contributed Assets are in good operating c
PARTY A's past practices;

(f) as of the Effective Date and as of
all the Inventory selected by PARTY B in accor
shall be of the quality and standard that is ¢
past practices;

() PARTY A has conducted its business
regulations, provisions and orders of any gove
jurisdiction over it, its business, finances o
property; and

(h) before and after the execution of t
shall take all necessary or appropriate action
to be adequately performed in accordance with

ARTICLE 8 - TECHNOLOGY AND TECHNICA
8.01 Technology License Contract with PARTY A

(@) PARTY A shall license certain propr
in accordance with the Technology License Cont
D hereto.

(b) The PARTIES shall cause their repre
License Contract between the Company and PARTY
the execution of this Contract; provided, howe
will not enter into effect until (i) they have
relevant Approval Authority and (ii) are ratif
Directors after the issuance of the Business L

8.02 Technology License Contract with PARTY B

() PARTY B shall license certain proprietary teslogy and provide technical support and assistémtiee Company in accordance with the

Technology License Contract set forth as Exhiblitefeto.

(b) The PARTIES shall cause their representativesxecute the Technology License Contract betweeiCompany and PARTY B
simultaneously with the execution of this Contrgetvided, however, that such contracts will ndeeinto effect until (i) they have be:

cost value of Forty Five
se price for the
n manufacturing such
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ow remain as true and
h representations and
If any of the
concerning the Inventory
ase, the Company
ay have, refuse to

Contributed Assets and the
n, mortgage or other

d authorization adequate for it to
ntory in the manner

re, lawsuit, arbitration
government or court order,
Y Ais a party or which
Inventory or is capable

concerning the Contributed Assets
aspects of business is

he Effective Date, all of
ondition, consistent with
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approved by the relevant Approval Authority andl diie ratified by the Board of Directors after teguance of the Business License. The
Parties shall cause their Directors on the Boardiadctors to vote in favor of ratification of tHeechnology License Contract at the first Bc

meeting.

8.03 Other Products

If the Company decides to produce other pro
technology possessed by PARTY B not licensed t
technology and know-how for producing such p
obtained from PARTY B through a separate techn
agreement or agreements to be mutually negotia
between the Company and PARTY B, subject to an
provisions of the Technology License Contract
the Company and PARTY B set forth as Exhibit E

8.04 Technologically Advanced Enterprise

As soon as feasible after issuance of the B
Company shall apply to the Approval Authority
"Technologically Advanced Enterprise". The P
Company should qualify itself as a technologic
enterprise and will therefore exercise their b

ducts utilizing

o the Company, the
roducts will be

ology license

ted and agreed

y applicable

to be executed between
hereto.

usiness License, the

for certification as a
ARTIES agree that the
ally advanced

est efforts to obtain such

status for the Company.

ARTICLE 9 - SALE OF JOINT VENTURE PRODUCTS
9.01 Domestic Sales

The Company, with the assistance of the PARTIES slevelop effective sales channels for the doimesarket with the aim of maximizing
the Company's profitability. Products may be soldifoth Renminbi and foreign exchange (or any cowation thereof) upon approval of the
SAEC. The principles for determining the currenéyh@ Company's sales shall be set by the Boaditlensales prices shall be implemented
and adjusted, as required, by the General Manager.

9.02 International Sales

(a) The Company shall strive to make its produotapetitive on the international market in termgo€e, quality and delivery time; provid
that increasing export sales will be dependenterCompany's products meeting international quatéydards.

(b) Subject to paragraph (c) below, the Companyl apaoint PARTY B as its exclusive export distribufor its international sales and shall
enter into the export distributor contract subsédigtin the form attached hereto as Exhibit H.tAe exclusive export distributor, PARTY B
shall make its best efforts to assist the Compamgaching its export targets.

(c) The Company may be permitted to act as an éxiitributor for the Company's products with retpge export sales to existing clients or
customers of PARTY A, under terms and conditionse¢@greed upon by the Company and PARTY A.

ARTICLE 10 - BOARD OF DIRECTORS
10.01 The Formation of the Board

(a) Composition. The Board shall consist of fivE dBectors, two (2) of whom shall be appointeddARTY A and three (3) of whom shall
appointed by PARTY B. At the time this Contraceigcuted and each time directors are appointeti, RARTY shall notify the others of the
names of its appointees.

(b) Term and Replacement. Each director shall ip@iaped for a term of four (4) years and may sewesecutive terms if reappointed by the
PARTY which originally appointed him. If a seat thre Board is vacated by the retirement, resignatilmess, disability or death of a director
or by the removal of such director by the PARTY e¥horiginally appointed him, the PARTY which origity appointed such director shall
appoint a successor to serve out such director's te

(c) Chairman. The Chairman of the Board shall hgoaged by PARTY B, and the Vice Chairman shalbpeointed by PARTY A. The
Chairman of the Board shall be the legal represieetaf the Company. Whenever the Chairman of tharB is unable to perform his
responsibilities, he shall authorize the Vice Cimain to exercise the Chairman's responsibilities.

(d) Additional Attendees. Reflecting the importaéelose communications between the Board andnneagement of the Company, the
General Manager may attend Board meetings upotatiom of a majority of the Board but shall noteainless he is a director in his own

right. Other managers, including the Financial Calidr, as well as other parties that are not diyeelated to the Company or either PAR”
may attend such meetings upon the invitation obgonty of the Board



10.02 Meetings and Powers of the Board
(a) Powers. The Board shall be the highest authofithe Company. It shall discuss and determiheajor issues regarding the Company.

(b) Meetings. The first Board meeting shall be reddsoon as possible within sixty (60) days afterdate of issuance of the Business Lice
Thereafter, regular meetings of the Board shaliddd at least two times each year. Upon the writtgjuest of three (3) or more of the
directors of the Company specifying the matterseaiscussed, the Chairman of the Board shalbcaléeting of the Board.

(c) Notice and Agenda. Board meetings shall be hette registered address of the Company or stheln address in China or abroad as may
be designated by the Chairman. Meetings shall libdretwenty-one

(21) days notice to the directors if held in Chamal thirty (30) days notice if held abroad, prodadieat the directors may waive such notice
unanimous written consent. A notice of a Board neting shall cover the agenda, time and place foh sueeting. The Chairman of the

Board shall be responsible for convening and piegidver such meetings. The General Manager shsibtathe Chairman in preparing an
agenda for each Board meeting.

(d) Proxies. In case a Board member is unableticfmate in a Board meeting in person or by tetap he may issue a proxy and entrust
another person to participate in the meeting orbéfisalf. The have the same rights and powers a8dasd member. A representative shall be
permitted to serve as a proxy for up to three @8 members appointed by the same PARTY as spchsentative. If a Board member fe

to participate or to entrust another to participhatewill be deemed as having waived such right.

(e) Quorum. Four (4) directors present in persgrprioxy or by telephone shall constitute a quoruhiciv shall be necessary for the conduct
of business at any meeting of the Board.

(f) Voting. Each director present in person, byxyror by telephone at a meeting of the Board o&Btors shall have one vote.

(9) Unanimous Votes. Resolutions involving thedaling matters may only be adopted at a duly cartstitand convened meeting of the
Board of Directors upon the unanimous affirmatietevof each and every director of the Board voimgerson, by proxy or by telephone at
such meeting:

(i) the amendment of the Articles of Association;

(i) the merger of the Company with another orgation;

(iii) termination and dissolution of the Companyga

(iv) the increase or assignment of the Companygistered capital.

(h) Super Majority. Resolutions involving the folllmg major matters may only be adopted at a duhstituted and convened meeting of the
Board of Directors upon the affirmative vote of f¢d) directors of the Board voting in person, logxy or by telephone at such meeting:

(i) the formulation of or changes to the managensénicture of the Company;

(i) the formulation of policies and plans relatitmthe recruitment of employees, employees wagelare and compensation, as well as the
formulation of labor management rules; and

(iithe appointment, dismissal, limitations on laottity and compensation of Management Personnegpthe Executive Vice General
Manager.

(i) Simple Majority. Other issues that require lesions by the Board may be raised at a duly coadeneeting of the Board and must be
adopted by the affirmative vote of three (3) of tir@ctors present in person, by proxy or by tetefghat such meeting where a quorum is
present.

() Action without a Meeting. Any action by the Bdamay be taken without a meeting if all memberthefBoard consent in writing to such
action. Such written consent shall be filed with thinutes of the Board proceedings and shall Hasame force and effect as a unanimous
or majority vote, as the case may be, taken by neesntthysically present.

(k) Expenses. The Company shall be responsiblthéoreasonable travel, lodging and meal expensesrad by appointed directors or their
proxy in attending Board meetings.

ARTICLE 11 - OPERATION AND MANAGEMENT

11.01 Management Procedures and Struc!



The policies, structures and procedures concempegational management, sales and marketing, haadtisafety, environmental and
technological matters, which may be adopted byBiberd from time to time shall be developed in cdiasion with PARTY B so as to be
generally in accordance with PARTY B's practice#srworldwide operations subject to the overaledtion and approval of the Board.

11.02 Management Organization The Company shaptaalamanagement system under which the managengantipation shall be
responsible to and under the leadership of thedBa@dl Management Personnel, including the Genktahager, Executive Vice General
Manager, and Vice General Manager shall serveeatligtretion of the Board. The Company shall ha@eaeral Manager nominated by
PARTY A, an Executive Vice General Manager nomiddig PARTY B and a Vice General Manager nominate@®ARTY A and appointed
by the Board pursuant to a duly adopted resolufitve. terms of office of the General Manager, Exgeutice General Manager and Vice
General Manager shall be as determined by the Bd&e General Manager, Executive Vice General Managd Vice General Manager
may be dismissed only by a resolution of the BadrDirectors. If it becomes necessary, due to disalior resignation, to replace the Ger
Manager, Executive Vice General Manager or Vicede@nManager, PARTY A shall nominate the Generahdger's replacement, PARTY
B shall nominate the Executive Vice General Manageplacement and PARTY A shall nominate the \Bemeral Manager's replacement
for appointment by the Board.

11.03 Responsibilities and Powers of the Generaldgar

The duties of the General Manager shall consistaafying out the decisions of the Board and orgagiand directing the day-to- day
operation and management of the Company in accoedaith the modern management practices and stascas determined by the Board.
Within the scope granted by the Board, the Gerndeadager will represent the Company in external enatand, within the Company, he will
appoint and dismiss personnel subordinate to hiragel exercise other functions and powers granirechly the Board.

11.04 Management Personnel

(a) Other Management Personnel. The Company siad such number and types of other Management iterkas determined by the
General Manager and approved by the Board to bessacy or advisable to implement the modern managepnactices and structures
determined by the Board. All Management Persorimal be responsible to and under the directiohefGeneral Manager.

(b) Salaries. The salaries and other remunerafitivedvianagement Personnel of the Company (inctuthie General Manager) shall be
determined by the Board in its sole discretion nrindividual basis.

11.05 Annual Plans and Budgets

The General Manager, assisted by the other ManageaPeesonnel, shall be responsible for the prejparaf the annual business plan and
budget of the Company. The annual business plartbadgdet (including the projected balance sheefjt@nd loss statement and cash
transaction report) for each fiscal year shall lensitted to the Board and shall include comprehendetailed information on:

(a) the procurement of equipment and other as$¢be dCompany;

(b) the raising and application of funds;

(c) plans with respect to production and sale aft)enture Products;

(d) the repair and maintenance of the assets angragnt of the Company;

(e) the estimated income and expenditures of thrag@2oy covered by the production plan and budget;

(f) plans for training the staff and workers of thempany;

(g) wage and salary plans for staff and workerthefCompany;

(h) requirements of raw materials, fuel, waterctleity and other utilities, and all other inpdits the next year's production;
() plans for the proportion of foreign currencyes

() plans for balancing foreign exchange receipid expenditures; and

(k) any other matter in respect of which the Baauay have requested a report. The General Manag#psapare a monthly management
report containing such information as shall be estied by the Board.

11.06 Approval and Implementation of Annual Plans and Budgets
The Board shall examine and approve the an nual business plan and budget.
The General Manager, assisted by the other Man agement Personnel, shall
be responsible for the implementation of the p lan and budget approved

by the Board.
ARTICLE 12 - BUILDINGS AND LAND
12.01 Description of Location of Buildings

The Buildings, located at 5 Yongtai Road, Tangganjin Municipality, The People's Republic of Chirae more particularly described in
the Building Lease Contract set forth as Exhib



12.02 Buildings Lease Contract

Simultaneously with the execution of this Contrélog PARTIES will cause their representatives teceke the Buildings Lease Contract
attached hereto as Exhibit | on behalf of the Campprovided, however, that such Contract shallerdgér into effect until ratified by the
Board of Directors.

12.03 Land Description

The Land located on the site, which consists ddraa of 63,265.79 square meters at 5 Yongtai Ricatjgu, Tianjin Municipality, the
People's Republic of China.

12.04 Land Use Rights

Details and undertakings regarding the land udegigre set forth in the "Agreement Regarding Lidsd Rights" attached hereto as Exhibit
C. Within a (30) days after the Effective Date,tP#

will use its best efforts to complete all nece ssary formalities
regarding the transfer of the land use rights to the Company and
procure on behalf of the Company the "Land Use Rights Certificate for a
Foreign Invested Enterprise” in the Company's name.

12.05 Representation and Warranties
PARTY A hereby represents and warrants that

(@) it has acquired and presently posse sses the exclusive right to use the
Buildings for the Joint Venture Term or longer ;

(b) except for the land use fees descri bed in Exhibit C, no other fees are
or will be payable with respect to the Company 's use of land for the
entire Joint Venture Term; any such additional fees will be the
responsibility of PARTY A and PARTY A shall in demnify and hold harmless
the Company and PARTY B against any obliga tion to pay such fees.

(c) upon the Effective Date, the Compan y will possess the exclusive right
to use the Buildings and the Land for the Join t Venture Term;

(d) possesses the authority to lease the Buildim¢jse Company;

(e) the Buildings and Land will be free of defeatsl free and clear of any mortgage, lien or encants;

() no government or administrative departmentjtariy unit, organization, company, or any entityaimy form, or any individual, has any
right or potential right to use, occupy, or contitté Buildings and the Land or any part thereabmsubject PARTY A's right to use the
Buildings and the Land to any conditions exceptifmse specified herein.

12.06 Indemnity

(@) With respect to the Buildings and t he Land and the operations of
PARTY A prior to the establishment of the Comp any at the Buildings and
the Land, PARTY A shall indemnify and hold har mless PARTY B and the
Company against all damages, losses, costs, ju dgments, expenses
(including reasonable attorney's fees) in conn ection with:

(i) any operations of PARTY A which res ulted in the discharge of air
pollutants, water pollutants or process wastew ater or the disposal of

solid or hazardous wastes;

(i) any pollution to the environment or other event, condition or
circumstance arising before the Effective Date that may interfere with
the conduct of the Company's business or the C ompany's compliance with
any environmental laws or regulations;

(iif) any environmental contamination presently o n or arising from the
Buildings and the Land or failure by PARTY At o have contained
substances which are or may be harmful to the environment, or which may
require the Company to undertake any remedial or corrective work; and

(iv) the failure by PARTY A to have obtained all necessary permits,
environmental clearances and other governmenta | approvals required for

the conduct of its operations.

(b) PARTY A shall indemnify and hold h armless PARTY B and the Company
against all damages, losses, costs, judgment s and expenses
(including reasonable attomey's fees) arising out of or caused by the

actions or omissions of PARTY A.



12.07 Additional Fees and Taxes

Party A shall bear the costs of an
connection with the use of the Buildings or th
fees and taxes specified in Exhibit C, "Agreem
Rights", and Exhibit 1, Buildings Lease Contra

12.08 Plant Services and Related Fees

PARTY A shall provide certain employee and
to the Company in accordance with a fee-based
Contract to be executed after the issuance of
Business License between the Company and PARTY
services shall include employee food service,
transport employees between their homes and th
other services. A list of the services cover
of the Plant Services Contract attached as Exh

ARTICLE 13 - TRADEMARKS

13.01 Trademark Licenses

y additional fees or taxes imposed in
e Land apart from the

ent Regarding Land Use

ct.

operating services

Plant Services

the Company's

A. These

clinic, buses to

eir place of work and

ed will be included as part
ibit G.

Simultaneous with the execution of this Contrdut, Company and PARTY B shall execute the Traderi@dnse Contract attached as
Exhibit F, provided that such Contract shall emmtés effect only after ratification by the Boarddhafter the issuance of the Business License.
The PARTIES shall cause their Directors on the Bdarvote in favor of ratification of the Trademadrikcense Contract at the first Board
meeting. Upon the termination of this Contracttimai the Company nor PARTY A shall have any rightise the trademarks licensed under

such Contract.

ARTICLE 14 - SUPPLY AND PURCHASE OF RAW
MATERIALS AND SERVICES

14.01 Raw Materials and Supplies

It is contemplated by the PARTIES that the
means of transportation and other supplies req
for the production of Joint Venture Products w
within China provided that such goods are of t
competitively priced and otherwise meet the re
Company.

14.02 Imported Materials, Supplies and Equipment

The Company shall subject to Article 14
import raw materials, machinery, equipment, co
other supplies in the qualities, quantities an
the production of Joint Venture Products.

14.03 Domestic Materials and Supplies

Materials, supplies and services pu
shall be purchased in Reminbi at either the lo
prices charged to local state-owned enterprise
materials and services.

14.04 Services The Company shall have the right
architects, consultants, engineers and contrac

relevant work when there are no local companie
or available to undertake such work according

ARTICLE 15 - LABOR MANAGEMENT

15.01 Governing Principle

raw material, parts,
uired by the Company
ill be first purchased
he requisite quality,
guirements of the

.01 above have the right to
mponents, spare parts and
d prices necessary for

rchased by the Company within China
west market price, or the
s for purchases of similar

to appoint foreign
tors to undertake
s or individuals qualified
to the General Manager.

The General Manager shall formulate a plan for engttoncerning the recruitment, employment, disahisgages, labor insurance, welfare
benefits, reward and discipline of the workers staff members of the Company in accordance withenothanagement standards, practices
and policies determined by the Board, the "Regutatiof the People's Republic of China on Labor Manzent in Joint Ventures Using
Chinese and Foreign Investment ", the "Provisidrite® Ministry of Labor and Personnel of the PetgplRepublic of China on the Right of
Autonomy of Enterprises with Foreign Investmenthia Hiring of Personnel and on Wages, Insuranceé/delfiare Expenses of Staff and
Workers", and relevant regulations of Tianjin Mupadity. The plan shall be submitted for the apaioaf the Board of Directors.

15.02 Working Personn



Working Personnel shall be employed by the Compamgcordance with a labor contract which shalebtered into between the Company
and each individual worker after the establishneéihe Company. Such labor contract shall estalalisterms governing the employment,
duties and benefits of that individual. The Bodrdlsapprove the general form and terms and canditincluded in such contracts.

15.03 Management Personnel

Management Personnel shall be employed by the Coyripaaccordance with the terms of individual enyphent contracts. The detailed

terms and

conditions of the employment and compensation
Personnel shall be decided by the Board.

15.04 Expatriate Personnel

As the Company's needs require, expatriate
senior technical personnel shall b
approval by the Board of Directors, upon the r
Such personnel shall enter into individual emp
the Company. The PARTIES agree that such expa
receive salaries and benefits in accordance wi
policies.

15.05 Conformity with Labor Protection

The Company shall conform to rules and regu
government concerning labor protection and ens
production. Labor insurance for the working p
shall be handled in accordance with the releva
Chinese government.

15.06 Trade Union

To the extent required by law, the Company
to represent the rights and interests of the w
to mediate disputes between the workers and st
hand and the Company on the other and to prote
of the workers and staff members. To the exte
Company shall actively support the work of the
trade union facilities to conduct union activi
activities after working hours, and allocate t

15.07 Trade Union Fund

In accordance with Article 99 of the Joint
the Company shall allot each month two Percent
amount of real wages received by the company s
including expatriate employees, for payment in
such payments to be an expense of the Company.

of the Management

Management Personnel and

e hired by the General Manager after
ecommendation of PARTY B.
loyment contracts with

triate personnel shall

th PARTY B's personnel

lations of the Chinese
ure safe and civilized
ersonnel of the Company
nt regulations of the

shall establish a trade union
orkers and staff members,
aff members on the one

ct the lawful interests

nt required by law, the
trade union, provide the
ties and other lawful

rade union funds.

Venture Regulations,
(2%) of the total

taff and workers,

to a trade union fund,
The trade union

may use these funds in accordance with the re levant control
measures of labor union funds formulated by th e All China
Federation of Labor Unions.

ARTICLE 16 - FINANCIAL AFFAIRS AND ACCOUNTING
16.01 Accounting System

(a) Responsibilities. The Financial Controller loé tCompany, under the leadership of the Generablytem shall be responsible for the
financial management of the Company.

(b) Procedures. The General Manager and the Fiala@ontroller shall prepare the accounting systach@ocedures in accordance with the
Accounting System of the People's Republic of Clidmdoreign Investment Enterprises, the suppleargrdtipulations promulgated by the
Ministry of Finance and, to the extent possibleyagal accepted international accounting principhdisvouchers, receipts, statistical
statements and reports shall be written in Chia@skEnglish concurrently. In addition, the Compahgll adopt operating and financial
policies and procedure sand shall prepare perregiorting of financial information in accordancetwihe requirements of PARTY B.

16.02 Auditing

(a) Company Auditor. The Board shall establish sitpgn for a Company Auditor who will be responsildbr examining and auditing the
Company's financial and accounting books and wdppre a report for the Board and expenditureStreeral Manager.

(b) Independent Audit. An independent accountagistered in China and otherwise qualified to rerm®nions on the compliance by the
Company with the accounting standards providedihesball be engaged by the Board of Directorhas@ompany's auditor to examine ¢



verify the annual report on the final accounts ¢dpendent Auditor"). The Company shall submit ®BARTIES the annual financial
statements (including the audited Profit and LossdAint, the Balance Sheet and Cash Flow Balanc&amsiign Exchange Balance for the
fiscal year) within three (3) months after the efdhe fiscal year, together with the audit repdrthe Chinese registered accountant. The
annual financial statements, the audit report Aedrionthly reports shall be prepared in both Clersesl English.

(c) Board Review. The Board shall review and appritne periodic audits of the accounts. In the etleattthe Board determines that the
audits submitted by the Independent Auditor areblentd properly meet the standards set forth abtieeBoard may replace the Independent
Auditor or retain another auditor at Company expets supplement or adjust the work of the Indepanhduditor or to perform specific
accounting and auditing tasks.

(d) Notwithstanding anything contained in 16.04ajl (b), at PARTY B's cost, PARTY B may at any timeploy a foreign auditor or send
its internal auditor to examine the records andg@dores of the Company and PARTY A and the Comphall cooperate and use best eff
to assist such auditors.

16.03 Bank Accounts and Foreign Exchange Control

The Company shall separately open foreign exchangeunts and Renminbi accounts at banks withinutgide China upon approval by the
relevant authorities. The Company's foreign excbarngnsactions shall be handled in accordancethétiegulations of China relating to
foreign exchange control.

16.04 Foreign Exchange Balance

The Company shall be responsible to maintain anlalin its foreign exchange receipts and experaliturhe principal methods for balance
foreign exchanges will be as follows:

(i) Foreign Currency Sales. The primary means &daicing foreign exchange will be through the sdilthe Joint Venture Products in forei
currency.

(i) Export of Domestic Product. Subject to the apal of the Approval Authority, the Company mayghase products domestically in
Renminbi and export them for foreign currency.

(iii) Other Measures. If the Company is unable &tabce its foreign exchange using the measuresibed@above, the Board of Directors will
consider all other methods permitted under the Emdregulations of the People's Republic of China.

16.05 Fiscal Year

The Company shall adopt the calendar year assitalfiear for Chinese statutory accounting purpagkigh shall begin on January 1 and
on December 31 of the same year, provided thdirdtdiscal year of the Company shall commencetlendate the Company receives its
Business License, and shall end on the immediatelgeeding December 31.

16.06 Allocations to Three Funds

To the extent required by law, the Company shakerzayments in Renminbi into a reserve fund, aarerise expansion fund and a bonus
and welfare fund for its workers and staff memif#re "Three Funds"). The proportion of each ygaagments shall be discussed and
determined by the Board of Directors on the bakth® Company's circumstances and in the geneserest of the Company and its workers;
provided, however, that the payments to each iddad Fund shall not exceed seven percent (7%)eo€Cttmpany's after tax income and the
total of the payments to the Three Funds shalkroeed fifteen percent (15%) of the Company's difteincome in the relevant year. Plans
for the application of these Three Funds shalldim@ilated by the General Manager.

16.07 Profit Distribution

(a) Proportionate Distributions. After requiredoaktions, if any, have been made to the Three Fnaiscordance with Article 16.06, the
Board shall determine distribution of profits byywat dividend among the PARTIES in proportion teittrespective shares in the registered
capital of the Company and the balance of net @rofill be retained in the Company and utilizedresy be decided by the Board from tim
time. If the Company carries over losses from tlexipus year, the profit of the current year shedt be used to cover such losses. No profit
shall be distributed unless a prior deficit is mage The profit retained by the Company and caroieer from the previous years may be
distributed together with the distributable prafitthe current year, or after the deficit of thereat year is made up therefrom.

(b) Insufficient Foreign Exchange. In the event thare is not sufficient foreign exchange to pARFY B's share of distributed profits, the
Company shall, to the extent of the unpaid portiad distributed Remninbi profits in trust for PAR B in a special interest bearing acca
set up for that purpose, when such account isalail in satisfaction of the Company's obligatioulistribute such share of the Company's
profit to PARTY B. From and after the date on whatlth account is established, the Company shaibitbtraw or use the funds therein
except upon PARTY B's prior written instructionsh&h the Company obtains foreign exchange thatasadble for distribution to PARTY |



pursuant to Article 16.07 (a), the Company anyregeearned therefrom) with its U.S. Dollar equévelin accordance with the average of the
buying and selling rates published by the Bank loh@ at the time of the transaction. The Compary shen immediately pay such U.S.
Dollars to PARTY B. PARTY B may from time to timestruct the Company to distribute Renminbi as dé@dy PARTY B in such account
for any legal purpose.

(c) Method of Payment. All payments to be distrézliinder this Article 16 shall at the request efrigceiving PARTY be remitted to an
account at a bank specified in advance by such PART

ARTICLE 17 - TAXATION AND INSURANCE
17.01 Income Tax, Customs Duties and Other Taxes

(a) Tax Payments. The Company shall pay tax urderelevant laws of China and any special tax egguis applicable to Tianjin. Chinese
and foreign management and working personnel blegtleriodically reminded to pay their individuat@me tax in accordance with the tax
laws of China.

(b) Tax Preference. The Company will use its badeavors to apply for and obtain preferential teatiment, reductions and exemptions, as
provided by the relevant regulations. Promptlyratibe execution of this Contract, the PARTIES shabhmit an application to the Tianjin
Municipal Tax Bureau for confirmation of the Comgantax treatment.

17.02 Insurance

The Company shall, at its own cost and expense,dakand maintain full and adequate insurance®fompany against loss or damage by
fire and such other risks as may be decided btzed. The property, transportation, product liéptnd other items of insurance of the
Company shall be obtained within or outside Ché#ndoject to any legal restrictions which may applyd such policies will be denominatec
Chinese and foreign currencies, as appropriatetyffess and amounts of insurance coverage shaktaerdined by the Board in accordance
with applicable Chinese laws, if any.

ARTICLE 18 - CONFIDENTIALITY
18.01 Confidential Information

From time to time and during the term of this Caaty either PARTY may disclose to one another wdreith writing, orally, visually or by

any other means, information which is either namblje, confidential or proprietary in nature. Aligh information disclosed to one PARTY,
including to its directors, officers, employeeseats or representatives, including attorneys, attemis and consultants (collectively,
"Representatives"), by the other PARTY or any sfRepresentatives, and all proposals, analyseliestar other documents prepared by
either PARTY or its Representatives containingasdal, in whole or in part, on any such informaisherein referred to as the "Confidential
Information".

18.02 Mutual Obligation

Except as otherwise provided in any Agreement betvtke Company and a PARTY, the receiving PARTY dufing the term of this
Contract and for twenty (20) years after or in élvent the Company is not established, for 50 yates the date of this Contract, keep
confidential and will not, without the prior writteconsent of the PARTY originally disclosing ther@idential Information, disclose the
Confidential Information in whole or in part to athird party. The Confidential Information will nbe used by the PARTY receiving the
Confidential Information or its Representativesdtty or indirectly for any purpose other than esaing and/or in connection with the
establishment or operation of the Company. The PAREeiving the Confidential Information agreesremsmit the Confidential
Information only to those Representatives on a tedahow basis provided that the Party receivirg@wonfidential Information notifies the
PARTY disclosing the Confidential Information pritar the disclosure and provided further that thprBeentatives are informed of the
confidential nature of the Confidential Informatidrhe PARTY receiving Confidential Information wile responsible for any breach of this
Article 18 by any of its Representatives and widlémnify and hold harmless the PARTY disclosing@oafidential Information for any
losses, damages, fees or expenses (including realscsitomey's fees) arising out of or resultirgrfrsuch breach.

18.03 Return of Confidential Information

The written Confidential Information and all copibgereof will be destroyed or returned immediatelithout retaining any copies thereof, as
directed by the PARTY disclosing the Confidentiaormation, if such PARTY is no longer privy to tle@ntract or upon termination of this
Contract.

18.04 Disclosure

In the event that the PARTY receiving the Confid&rnnformation or its Representative is requesiedecomes legally compelled to discli
any of the Confidential Information, such PARTY lwibtify the other PARTY promptly in writing so ththe PARTY which originally



disclosed the Confidential Information may seeloartorder or other appropriate remedy and/or watrapliance with this Article 18; the
PARTY who has been requested or who has becombyleganpelled to disclose any of the Confidentiaflormation will cooperate with the
other PARTY in such efforts. In the event that artorder or other remedy is not obtained, the PXRWho has been compelled to disclose
Confidential Information will disclose only that pimn of the Confidential Information which is ldarequired and will exercise its best
efforts to obtain an assurance that the Confidklmfarmation will be treated confidentially.

18.05 Public Domain
The foregoing obligations of confidentiality, norsclosure and non-use shall apply to Confidentifdimation which:

(a) the PARTY receiving the Confidential Informatis already in possession of such Confidentiadimftion at the time of disclosure, and
which was not acquired directly or indirectly frahe PARTY disclosing the Confidential Informatiaor;

(b) was in the public domain at the time of disales or

(c) has become part of the public domain by pubboathrough no fault of the PARTY receiving ther@idential Information.
ARTICLE 19 - THE JOINT VENTURE TERM

19.01 Joint Venture Term

The Joint Venture Term of the Company shall comraencthe Effective Date and shall expire thirty)(@8ars therefrom.

19.02 Extension of the Joint Venture Term

Prior to the expiration of the Joint Venture Tewpon the agreement of the PARTIES, the Companyapaly for an extension of up to a

(30) years. The PARTIES will notify the Board oéthdesire to extend the term no later than nifer({@ths prior to expiration of the Joint
Venture Term. The PARTIES shall cause their dinectm the Board to unanimously approve such exderand will submit an application

for such extension to the Approval Authority forpapval no less than six (6) months prior to theietjpn of the Joint Venture Term. PAR’

B shall be offered terms under an extended ternatfeano less favorable than the terms of this @ahtnd those being offered at that time to
other foreign enterprises negotiating joint venfar@ects in China.

19.03 Failure to Agree on Extension

Upon the expiry of the term of the Company as séfroArticle 19.01, and any extension thereof un@igicle 19.02, this Contract shall
terminate and the provisions of Article 20 herdudlbsapply.

19.04 Contract to Continue in Force

This Contract shall remain in force for the terntted Company and any extension thereof providettiigarights and obligations of the
PARTIES under Article 18 shall remain in force ifidéely notwithstanding expiry of this Contract kiquidation of the Company.

ARTICLE 20 - TFRMINATION, BUY-OUT AND
LIQUIDATION PROCEDURES

20.01 Reasons for Termination

A PARTY shall have the right to terminate this Gant by written notice to the other PARTY and notf its desire to commence
negotiations under Article 20.02 below if the feliag occurs:

(a) Material Breach. If the other PARTY materidhiseaches this Contract or violates the ArticleAsgociation, and such breach or violation
is not cured within sixty (60) days of written raito the breaching Party;

(b) Liquidation. If the Company or the other PARB¥comes bankrupt, or is the subject of proceedimggyuidation or dissolution, or
ceases to carry on business or becomes unably itskebts as they become due;

(c) Expropriation. If all or any material part dfet assets of the Company are expropriated by avmgrgment authority;

(d) Government Action. If any government authohigwing authority over a PARTY requires any provisid this Contract or the Articles of
Association to be revised in such a way as to caigggficant adverse consequences to the Compaagyoof the PARTIES



(e) Force Majeure. If the conditions or consequsrafd-orce Majeure prevail for a period in excesthee (3) consecutive complete caler
months and the PARTIES have been unable to fingbaitable solution pursuant to Article 21.01(d)duadr

() Termination of Related Agreements. If any aof thechnology License Contract, Trademark Licenseti@ot or the Export Agency
Contract between the Company and PARTY B is tertatharior to its scheduled expiration (in whicheasly PARTY B shall have the ric
to terminate); or

(g) Economic Necessity. If an event described itiche 24.02 hereof occurs, or the effects of theka@such as pricing, competition or cos
materials has an adverse impact and the PARTIE®tmeach an agreement on economic adjustmentwstkiy (60) days after the initiatic
of discussions.

20.02 Notification Procedure

In the event that a PARTY gives notice pursuarrticie 20.01 hereof a desire to terminate this €aet, the PARTIES shall within a one-
month period after such notice is given commengmdtiations and endeavor to resolve the reasondtfication of termination. In the event
matters are not resolved to the satisfaction oPARTIES within one month after commencement ofatiegions or the non-notifying
PARTY refuses to commence negotiations within thieqa stated above, the notifying PARTY may terrtérthis Contract by and effective
upon giving the other PARTY final written notice tefmination.

20.03 Buy-Out

(@) In the event that this Contract is terminatecspant to Article 20.01 or for any other reasohdther by the expiration of the Joint Venture
Term, agreement of the PARTIES or otherwise), tinPARTY shall be entitled to withdraw from thentd/enture (the "Withdrawing
Party") and the other PARTY (the "Acquiring Partgfall have a priority right to purchase the Witheling Party's interest in the Joint
Venture Company's registered capital ("Interest'flesired, the Acquiring Party may continue themions of the Company. For this
purpose:

(i) the PARTIES shall agree upon the value of thenfany and if they are unable to so agree wit{B0&a days such value will be determined
within thirty (30) days thereafter, at the expeothe Company, on a going concern basis, an®iPARTIES are not able to agree, then
value shall be determined by an Expert in accorgavith Article 23;

(i) the purchase price for the Withdrawing Partpterest shall be equal to that percentage figumeh is such PARTY's percentage share of
the registered capital of the Company multipliedty value of the Company as so agreed upon omdigied;

(iii) the Withdrawing Party may decline to sell itgerest in the Company to the Acquiring Partyhimitfifteen (15) days of notification of the
value of the Company as determined above.

(b) The full purchase price for the Withdrawing tparInterest shall be paid by the Acquiring Pamtinited States Dollars. Such payment
shall be made within sixty (60) days after the PAES shall have agreed upon the value of the Companytification of the value of the
Company as determined by the above-mentioned EXpE&ARTY A purchases the Interest of PARTY B theited States Dollar purchase
price will, upon application to the SAEC, be freedynittable out of China in accordance with thesfgn exchange regulations of China.

(c) Any other provisions of this Contract to thentrary notwithstanding, until such time as the sdlthe Interest of a Withdrawing Party to
the Acquiring Party or Parties is completed, thenBany will continue to conduct its business inahginary course.

20.04 Liquidation

(a) Option upon Termination. In the event that antract has been terminated in accordance witil2@ereof or for any other reason and
the PARTIES have not agreed on an acquisition®fdbmpany as a going concern by either PARTY aa thyird party, then the physical
assets of the Company shall be valued by and bgectlunder the direction of a Liquidation Commitieened within 30 days of termination
in accordance with the Joint Venture Regulations.

(b) Valuing and Selling Procedure. In valuing aetlisg physical assets, the Liquidation Committeallsuse every effort to obtain the high
possible price for such assets, including the teterof an independent third party expert knowlexdge in assessing the value of the types of
assets owned or held by the Company to assistimwiuation. Any disputes as to valuation by tkgeet shall be handled in accordance !
Article 23. Sales of the Company's assets sha bmited States Dollars to the fullest extent fplass

(c) Settlement and Payment. After liquidation amel $ettlement of all outstanding debts of the Cam@and subject to the payment of any
applicable taxes, the joint account shall be pait o the PARTIES in proportion to their respeetshares in the registered capital of the
Company. Any and all amounts payable to PARTY Bspant to this Article 20 shall be paid promptlyunited States Dollars and shall be
freely remittable by PARTY B out of China in accamte with the Foreign Exchange Regulations of China

20.05 Surviva



To the extent permitted by law, the provisions dfidles 18 and 20 and the obligations and benkétgunder shall survive the termination of
this Contract and the termination, dissolutioniguibdation of the Company.

ARTICLE 21 - FORCE MAJEURE
21.01 Force Majeure

(a) Definition and Examples. "Force Majeure" stmadlan all events which are beyond the control oRARTIES to this Contract, and which
are unforeseen, or if foreseen, unavoidable, aridnagrevent total or partial performance by eitR&RTY. Such events shall include but are
not limited to any strikes, lockouts, explosionsipsirecks, acts of nature, fires, flood, sabotagejdents, wars, riots, inability to obtain
transportation, and any other similar or differeomtingency.

(b) Effect. If an event of Force Majeure occursthte extent that the contractual obligations of PR TIES to this Contract (except the
obligations under Article 18 hereof) cannot be perfed as a result of such event, such contrachigjations shall be suspended during the
period of delay caused by the Force Majeure anlil Ishautomatically extended, without penalty, foperiod equal to such suspension.

(c) Notice Required. The PARTY claiming Force Magshall promptly inform the other PARTY in writirmgnd shall furnish appropriate
proof of the occurrence and duration of such Fdtegure. The PARTY claiming Force Majeure shalbalse all reasonable endeavors to
terminate the Force Majeure.

(d) Consultation Required. In the event of Forcgedee, the PARTIES shall immediately consult witttle other in order to find an equitable
solution and shall use all reasonable endeavarsriomize the consequences of such Force Majeure.

ARTICLE 22 - SETTLEMENT OF DISPUTES
22.01 Consultation

In the event a dispute arises in connection wighitlterpretation or implementation of this Contrdlse PARTIES shall attempt in the first
instance to resolve such dispute through friendlysaltations.

22.02 Arbitration.

If the dispute is not resolved through friendly soltation within sixty (60) days after the commemeat of discussions or such longer period
as the PARTIES agree to in writing at that timentimotwithstanding any other provision of this Gaot the PARTIES shall resolve the
dispute in Stockholm, Sweden according to the @tiiin rules of the Stockholm Chamber of Commet8€C"). Arbitration shall be
conducted as follows:

(a) English Proceedings. All proceedings in anyhsarbitration shall be conducted in English andidydranscript in English of such
proceedings shall be prepared.

(b) One Arbitrator. There shall be one (1) arbd@rafluent in English, appointed by the SCC.

(c) Award Binding. The arbitration award shall lieaf and binding on the PARTIES, and the PARTIE&ado be bound thereby and to act
accordingly.

(d) Obligations to Continue. When any dispute os@mnd when any dispute is under arbitration, exiteghe matters under dispute the
PARTIES shall continue to exercise their remaimegpective rights, and fulfil their remaining resipe obligations under this Contract.

(e) Enforcement. In any arbitration proceeding, gl proceeding to enforce any arbitration awareny legal action between the PART
relating to this Contract, each PARTY expresslywsaithe defense of sovereign immunity and any atb&nse based on the fact or
allegation that it is an agency or instrumentaditya sovereign state. Any award of the arbitrastiall be enforceable by any court having
jurisdiction over the PARTY against which the awhes been rendered, or wherever assets of the PAdgalvist which the award has b
rendered can be located and shall be enforceableciordance with the "United Nations ConventiorttenReciprocal Enforcement of Arbit
Awards (1958).

ARTICLE 23 - EXPERT PROCEDURES
23.01 Appointment of Expert

If this Contract so provides, or if the PARTIES entvise agree, that a controversy or dispute betwesm should be resolved by an Expert,
either PARTY may request that such controversyigpute shall be resolved by such Expert as provigedin and such costs shall be borne
by the requesting PARTY



23.02 Recourse to ICC

If any PARTY requests an Expert determination tARPIES shall attempt in the first instance to agreea single expert to whom the matter
shall be referred. If, within fourteen (14) daysrr receipt of such request, the PARTIES have fddearee on the appointment of a single
Expert, then the PARTIES agree to have recoursigettnternational Centre for Technical Expertiséhef International Chamber of
Commerce ("ICC") in accordance with the ICC's Rd&sTechnical Experts.

23.03 Expert Procedures

The Expert so appointed shall promptly fix a readda time and place for receiving submissions farination from the PARTIES and may
make such other enquiries and require such othderee as the expert deems necessary for resaghengpatter. All information and data
submitted by either PARTY as confidential shall hetdisclosed by the Expert to third parties. TARPIES shall have the opportunity to
make representations to the Expert.

23.04 Effect of Expert Decision

The Expert shall be deemed not to be an arbittatbshall render his decision as an Expert, anidwar regulation relating to arbitration
shall apply to such Expert or his determinationtherprocedure by which he reaches his determimatibhe PARTIES shall rely on the
determination of the Expert, unless one or moref believes in good faith that the determinatiofithe Expert are incorrect or patently
unfair or have been made as a consequence of ndigcbon the part of such Expert. In such everitieeiPARTY shall have the right to refer
the dispute or controversy to arbitration in acemck with Article 22.

ARTICLE 24 - APPLICABLE LAW
24.01 Applicable Law

The formation, validity, interpretation and implemt&tion of this Contract and settlement of dispatésing therefrom shall be governed by
the published and publicly available laws, decia®s regulations promulgated by the People's RepoblChina, but in the event that there is
no published and publicly available law, decreeegulation in China governing any particular mattdating to this Contract, reference shall
be made to general international commercial practic

24.02 Economic Adjustment

If either PARTY's economic benefits are adverselg materially affected by the promulgation of amywlaws, rules or regulations of China
or the amendment or interpretation of any exiskavgs, rules or regulations of China after the ddtthis Contract, the PARTIES shall
promptly consult with each other and use their basieavors to implement any adjustments necessangintain each PARTY's economic
benefits derived from this Contract on a basisass favorable than the economic benefits it woalktderived if such laws, rules or
regulations had not been promulgated or amended oterpreted.

24.03 Preferential Treatment

The Company and the PARTIES shall be entitled fotar, investment or other benefits or prefereribasbecome available or publicly
known after the signing of this Contract and whach more favorable than those set forth in thistzah

ARTICLE 25 - MISCELLANEOUS PROVISIONS
25.01 Waiver

Failure or delay on the part of any PARTY heretexercise any right, power or privilege under tbentract, or under any other contract or
agreement relating hereto, shall not operate aaieewthereof; nor shall any single or partial of any right, power or privilege precl.
any other future exercise thereof.

25.02 Amendments

This Contract may not be changed orally, but olalwritten instrument signed by the Parties amgt@ped, if required, by the relevant
authorities in China.

25.03 Language
This Contract is written and executed in Chinesi Eanglish, and both language versions shall belgquelid.

25.04 Severabilit



The invalidity of any provision of this Contractadhnot affect the validity of any other provisiofithis Contract.
25.05 Entire Agreement

This Contract and the Exhibits attached heretotdois the entire agreement among the PARTIES veifipect to the subject matter of this
Contract and supersede all prior discussions, r&gnts and agreements among them. In the evarytonflict between the terms and
provisions of this Contract and the Articles of ésistion, the terms and provisions of this Contsdell prevail.

25.06 Headings

The headings used herein are for convenience olyshall not be used to interpret, construe orretise affect the meaning of the provisic
of this Contract.

25.07 Approvals

The PARTIES obligations under this Contract argestttio the requisite permissions, approvals amdtgans of their respective governmei
authorities under applicable laws.

25.08 Notices

Any notice or written communication provided fortms Contract by one PARTY to the others, inclgdiout not limited to any and all offers,
writings, or notices to be given hereunder, shaliiade in English and Chinese by registered aireiddlr or by facsimile or telex confirmed
by registered airmail letter, promptly transmittadaddressed to the appropriate PARTY. The datea#ipt of a notice or communication
hereunder shall be deemed to be twelve (12) dagsitdf postmark in the case of an airmail lettedt awo (2) working days after dispatch in
the case of a facsimile or telex. All notices anchmunications shall be sent to the appropriateesddas set forth below, until the same is
changed by notice given in writing to the other FARor the PARTIES, as the case be.

PARTY A:
Tianjin Tanggu Valve Plant

5 Yongtai Road

Tanggu, Tianjin

People's Republic of China Fax: (022) 589-5087
Attention: Mr. Han You Sheng

PARTY B:

Watts Investment Company

c/- Watts Industries, Inc

815 Chestnut Street

North Andover, Massachusetts 08145 U. S. A.
Fax: (1-508) 688-2976

Attention: Mr. David A. Bloss, Sr.

25.09 Exhibits

The Exhibits attached hereto are hereby made agraitpart of this Contract and are equally bindiriip these Articles 1-25. The Exhibits
are as follows:

Exhibit A Articles of Association

Exhibit B List of PARTY A's Contributi on of Machinery and Equipment
Exhibit C Matters Concerning Land Use Rights
Exhibit D Technology License Contract between the Company and PARTY A
Exhibit E  Technology License Contract between the Company and PARTY B
Exhibit F  Trademark License Contract between t he Company and PARTY B
Exhibit G Plant Services Contract between the Company and PARTY A

Exhibit H Export Distributor Contract between ther@pany and Party B Exhibit | Buildings Lease Cocitra

IN WITNESS WHEREOF, each of the PARTIES hereto heased this Contract to be executed by their duthiorized representatives on
the date first set forth above.

PARTY A: PARTY B



TIANJIN Tianjin Tanggu Valve Plant WATTS INVESTMENT COMPANY

/'SI Han You Sheng /sl David A Bloss
Nanme: Han You Sheng Name: David A Bloss, Sr.
Title: President Title: Executive Vice President
Nationality: Chinese Nationality: U S A
EXHIBIT A

TIANJIN TANGGU WATTS VALVE COMPANY LIMITED

ARTICLES OF ASSOCIATION

DATED 27 JUNE 1994
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ARTICLES OF ASSOCIATION

ARTICLE 1 - INTRODUCTION

1.01 Introduction

THESE ARTICLES OF ASSOCIATION ("Articles of Assotien") of TIANJIN TANGGU WATTS VALVE COMPANY LIMITED are
made by TIANJIN TANGGU VALVE PLANT, ("PARTY A") andVATTS INVESTMENT COMPANY ("PARTY B") in accordanogith

the Law of the People's Republic of China on Jdentures Using Chinese and Foreign Investment'@tbimt Venture Law"), the

Implementing Regulations issued thereunder (thint'déenture Regulations") and the provisions of bt Venture Contract ("Joint Ventt

Contract") entered into by and among the PARTIE®didune 27, 1994.

1.02 Terms

Terms used but not defined herein shall have thenings set forth in the Joint Venture Contract.

ARTICLE 2 - PARTIES TO THE JOINT VENTURE

2.01 The Parties

The PARTIES to the Joint Venture Contract are:



(@) PARTY A, , Tianjin Tanggu Valve Rleggistered in Tianjin, with its registered addras5 Yongtai Road, Tanggu, Tianjin,
the People's Republic of China.

Legal Representative: Han You Sheng

Position : President
Nationality: Chinese
(b) PARTY B, Watts Investment Company, a company

registered in the state of Delaware, United Stat&smerica with its head office at 715 King Stregtite 300, Wilmington, Delaware, United
States of America 19801.

Legal Representative: David A. Bloss Sr.
Position : Executive Vice President
Nationality: U. S. A

ARTICLE 3 - ESTABLISHMENT OF THE COMPANY
3.01 Name

The name of the Company shall be: " " in Chinese, and "Tianjin Tanggu Watts¥&alompany Limited" in
English.

3.02 Address
The legal address of the Company shall be 5 Yoripad, Tanggu District, Tianjin, the People's Rdipudf China.
3.03 Branches

The Company may establish necessary branch offisee of China with the approval of the Board #imelrelevant authority in the location
of the proposed branch.

3.04 Limited Liability Company

The form of organization of the Company shall biengted liability company. Except as otherwise pidrd herein, once a PARTY has paic
full its contribution to the registered capitalthé Company, it shall not be required to providg famther funds to or on behalf of the
Company by way of capital contribution, loan, ads@grguarantee or otherwise. Except as otherwisgded pursuant to written agreement
signed by the PARTY to be charged, creditors of@Gbepany shall have recourse only to the assdteed€ompany and shall not seek
repayment from any PARTY. The Company shall inddynthie PARTIES against any and all losses, damagéability suffered by the
PARTIES in respect of third-party claims arising ofithe operation of the Company. Subject to theva, the profits, risks and losses of the
Company shall be shared by the PARTIES in propetiioand limited by their respective contributi®@aghe Company's registered capital.

3.05 Laws and Decrees

The Company shall be a legal person under the ¢dw@hina. The activities of the Company shall beeyoed and protected by the relevant
published and publicly available laws, decreessand re rations of China.

ARTICLE 4 - THE PURPOSE, SCOPE AND SCALE
OF PRODUCTION AND OPERATION

4.01 Purpose

The Company shall adopt advanced technology aeatsic management methods with the aim to earridbprofits, gain a competitive
position in the market and make a contributiorh people of China.

4.02 Scope The scope of the Company is to manutdistribute, and sell Joint Venture Products.

ARTICLE 5 - TOTAL AMOUNT OF INVESTMENT
AND REGISTERED CAPITAL



5.01 Total Investment

The Company's total investment shall be Two Hundawreadl Twenty Nine Million Eight Hundred and Ninethdusand Renminbi
(RMB229,890,000).

5.02 Registered Capital
The Company's registered capital shall be One Huthdnd Twenty Three Million Renminbi (RMB123,00000
5.03 Contribution to Capital

(a) The contribution to the registered capitalhef Company subscribed by PARTY A shall be FortyeNifillion Two Hundred Thousand
Renminbi (RMB49,200,000), representing a forty patq40%) share of the registered capital of thengamny.

(b) The contribution to the registered capitalref Company subscribed by PARTY B shall be Eightiil Four Hundred and Eighty
Thousand United States Dollars (US$8,480,000) edgmi to Seventy Three Million Eight Hundred Thau$&enminbi (RMB73,800,000)
and representing a sixty percent (60%) share ofdpistered capital of the Company.

(c) The capital contributions which shall be magePARTY A and PARTY B shall be used by the Companiy in the implementation of tl
Joint Venture Contract. Except as otherwise praviderein and in the Technology License Contracfasét as Exhibit E and attached to the
Joint Venture Contract, all of the items contriltlby the PARTIES to the Company shall remain tleperty of the Company throughout the
entire term of the Joint Venture Contract.

5.04 Investment Certificate

After each PARTY's contribution to the registeregbital has been made in full, an independent Chinegistered accountant appointed by
Company in accordance with this Contract shallfyehie contribution and issue a contribution veation report to the Company. Thereug
the Company shall issue within sixty (60) daysrattie payment of the contribution an investmentifieaite to each PARTY signed by the
Chairman of the Board. Each investment certifichi@ll indicate on its face the amount of the capitatribution evidenced thereby and a
copy shall be submitted to the Approval Authority the record. The Board shall request the Fina@matroller to maintain a register
identifying the investment certificates that haee issued to the PARTIES.

5.05 Additional Financing

(a) Any additional capital investment in excesshaf registered capital or additional required wagkeapital may be obtained in the form of
loans to the Company from Chinese or foreign saurds a general principle and subject to Board eymdr borrowing of the Company, if
any, shall be secured by the tangible assets dE timepany.

(b) Interest on loans incurred by the Company dimliiebited as a financing cost of the Company.

(c) Except for the portion of working capital (9 be provided by the PARTIES as capital contributio (ii) from bank loans received by the
Company, additional operating funds may be obtaprattipally from net revenues generated by salésedCompany or as agreed to by the
Board of Directors.

5.06 Transfer or Assignment of Registered Capital

The PARTIES may not assign, sell or otherwise dispaf their registered capital except in accordavitie Article 5.08 of the Joint Venture
Contract.

5.07 Increase of Registered Capital

Any increase in the registered capital of the Camypshall be handled in accordance with Article 500¢he Joint Venture Contract.
ARTICLE 6 - BOARD OF DIRECTORS

6.01 Composition

The Board shall consist of five (5) directors, t{#) of whom shall be appointed by PARTY A and thf&eof whom shall be appointed by
PARTY B. At the time these Articles of Associatiare executed and each time directors are appod@ateld PARTY shall notify the others of
the names of its appointees.

6.02 Term and Replacement

Each director shall be appointed for a term of f@)ryears and may serve consecutive terms if @apgr by the PARTY which originall



appointed him. If a seat on the Board is vacatethbyetirement, resignation, iliness, disabilitydeath of a director or by the removal of s
director by the PARTY which originally appointedrithe PARTY which originally appointed such dicshall appoint a successor to s¢
out such director's term.

6.03 Chairman

The Chairman of the Board shall be appointed by PAB, and the Vice Chairman shall be appointed BRPY A. The chairman of the
board shall be the legal representative of the GompWhenever the Chairman of the Board is unabjeetform his responsibilities, he shall
authorize the Vice Chairman to exercise the Chaitsn@sponsibilities.

6.04 Additional Attendees

Reflecting the importance of close communicatiogisMeen the Board and the management of the Comgangeneral Manager may attend
Board meetings upon invitation of a majority of 8eard but shall not vote unless he is a directdris own right. Other managers, including
the Financial Controller, may attend such meetingsn the invitation of a majority of the Board.

6.05 Powers
The Board shall be the highest authority of the Gany. It shall discuss and determine all majoréssegarding the Company.
6.06 Meetings

The first Board meeting shall be held as soon asipte within sixty (60) days after the date ofismsce of the Business License. Thereafter,
regular meetings of the Board shall be held at fsas times each year. Upon the written requeshiefe (3) or more of the directors of the
Company specifying the matters to be discussed;taérman of the Board shall call a meeting ofBloard.

6.07 Notice and Agenda

Board meetings shall be held at the registeredeaddsf the Company or such other address in Chiabroad as may be designated by the
Chairman. Meetings shall be held on twenty-one

(21) days notice to the directors if held in Chamal thirty (30) days notice if held abroad, prodadieat the directors may waive such notice
unanimous written consent. A notice of a Board imgethall cover the agenda, time and place for saebting. The Chairman of the Board
shall be responsible for convening and presidingy such meetings. The General Manager shall aksi€€hairman in preparing an agenda
for each Board meeting.

6.08 Proxies

In case a Board member is unable to participateBoard meeting in person or by telephone, he sgyeia proxy and entrust another person
to participate in the meeting on his behalf. Theresentative so entrusted shall have the sames ragitat powers as the Board member. A
representative shall be permitted to serve asxygor up to three (3) Board members appointedigysame PARTY as such representative.
If a Board member fails to participate or to entiarsother to participate, he will be deemed asrawiaived such right.

6.09 Quorum

Four (4) directors present in person, by proxyytdbephone shall constitute a quorum which shalhbcessary for the conduct of business at
any meeting of the Board.

6.10 Voting
Each director present in person, by proxy or bgphbne at a meeting of the Board of Directors diale one vote.
6.11 Unanimous Votes

Resolutions involving the following matters may ybk adopted at a duly constituted and convenedimgeaf the Board of Directors upon
the unanimous affirmative vote of each and evergator of the Board voting in person, by proxy grtblephone at such meeting:

(i) the amendment of the Articles of Association;

(i) the merger of the Company with another orgation;

(iii) termination and dissolution of the Companyda

(iv) the increase or assignment of the Companygistered capital.

6.12 Super Majority



Resolutions involving the following major mattersiynonly be adopted at a duly constituted and coedeneeting of the Board of Directors
upon the affirmative vote of four (4) directorstb& Board voting in person or by proxy or by telepd at such meeting:

(i) the formulation of or changes to the managensamicture of the Company;

(i) the formulation of policies and Plans relatitegthe recruitment of employees, employee wageffave and compensation, as well as the
formulation of labor management rules; and

(iii) the appointment, dismissal, limitations orntlaerity and compensation of Management personrek the Executive Vice General
Manager.

6.13 Simple Majority

Other issues that require resolutions by the Bozagl be raised at a duly convened meeting of thedaad must be adopted by the
affirmative vote of three (3) of the directors pesin person, by proxy or by telephone at suchtimgevhere a quorum is present.

6.14 Action without a Meeting

Any action by the Board may be taken without a ngdf all members of the Board consent in writiogsuch action. Such written consent
shall be filed with the minutes of the Board pratiegs and shall have the same force and effecasiaimous or majority vote, as the case
may be, taken by members physically present.

6.15 Expenses

The Company shall be responsible for the reasoriedblel, lodging and meal expenses incurred by iapgd directors in attending Board
meetings.

6.16 Preparation of Minutes

The minutes of the Board of Directors' meetingdlidieprepared in English and Chinese and shadidpeed by the Chairman. The minutes
shall be distributed within thirty (30) days frohetdate of the relevant meeting to each directdremch PARTY.

6.17 Amendments to Minutes

Any director who wishes to propose any amendmeatdition to the minutes of the Board of Directongetings shall submit the same in
writing to the Chairman within fourteen (14) dayseareceipt of such director's copy of the origisigned minutes. Provided that all direct
consent, the amendment or addition shall be incatpd into the official minutes. If there is disagment among the directors concerning the
proposed amendment or addition, the issue shalebiled by a resolution of the Board.

6.18 Filing of Minutes

All directors present at a Board meeting shall signfinalized minutes of each Board meeting, wisikhll then be placed on file with the
Company.

ARTICLE 7 - OPERATION AND MANAGEMENT
7.01 Management Procedures and Structures

The policies, structures and procedures concempegational management, sales and marketing, haadtisafety, environmental and
technological matters, which may be adopted byBibard from time to time shall be developed in cdtasion with PARTY B so as to be
generally in accordance with PARTY B's practicegsrworldwide operations subject to the overaledtion and approval of the Board.

7.02 Management Organization

The Company shall adopt a management system urideh the management organization shall be resplentsitand under the leadership of
the Board. All Management Personnel, including@emeral Manager, Executive Vice General ManagenNaoel General Manager shall
serve at the discretion of the Board. The Comp&ayl save a General Manager nominated by PARTYnAErecutive Vice General
Manager nominated by PARTY B and a Vice General &g@n nominated by PARTY A and appointed by the Bgarrsuant to a duly
adopted resolution. The terms of office of the Gah®lanager, Executive Vice General Manager ané\3eneral Manager shall be as
determined by the Board. The General Manager, Exec\Wice General Manager and Vice General Managgy be dismissed only by a
resolution of the Board of Directors. If it becommexessary, due to dismissal or resignation, tacepghe General Manager, Executive Vice
General Manager or Vice General Manager, PARTY &llstominate the General Manager's replacement, TPAR shall nominate th



Executive Vice General Manager's replacement arTPAA shall nominate the Vice General Manager'saegment for appointment by the
Board.

7.03 Responsibilities and Powers of the Generalddan

The duties of the General Manager shall consistafying out the decisions of the Board and orgagiand directing the day-to- day
operation and management of the Company in accoedaith the modern management practices and stascas determined by the Board.
Within the scope granted by the Board, the Gendeadager will represent the Company in external enatand, within the Company, he will
appoint and dismiss personnel subordinate to hiragel exercise other functions and powers graniechly the Board.

7.04 Management Personnel

(a) Other Management Personnel. The Company siad such number and types of other Management iterkas determined by the
General Manager and approved by the Board to bessacy or advisable to implement the modern managepnactices and structures
determined by the Board. All Management Persoriml be responsible to and under the directiohefGeneral Manager.

(b) Salaries. The salaries and other remunerafitiledvianagement Personnel of the Company (incluthie General Manager) shall be
determined by the Board in its sole discretion nrindividual basis.

7.05 Annual Plans and Budgets

The General Manager, assisted by the other ManageaPeesonnel, shall be responsible for the prejparaf the annual business plan and
budget of the Company.

The annual business plan and budget (includingtbjected balance sheet, profit and loss statearahtash transaction report) for each
fiscal year shall be submitted to the Board andl sh@dude comprehensive detailed information on:

(a) the procurement of equipment and other as$¢be cCompany;

(b) the raising and application of funds;

(c) plans with respect to production and sale aftdenture Products;

(d) the repair and maintenance of the assets angragnt of the Joint Venture Company;

(e) the estimated income and expenditures of thapg2oy covered by the production plan and budget;

(f) plans for training the staff and workers of thempany;

(9) wage and salary plans for staff and workerhefCompany;

(h) requirements of raw materials, fuel, waterctleity and other utilities, and all other inpdits the next year's production;
() plans for the proportion of foreign currencyesa

() plans for balancing foreign exchange receipid expenditures; and

(k) any other matter in respect of which the Baauay have requested a report. The General Manag#psapare a monthly management
report containing such information as shall be ested by the Board.

7.06 Approval and Implementation of Annual Pland Budgets

The Board shall examine and approve the annuahésssiplan and budget. The General Manager, asbigttbeé other Management
Personnel, shall be responsible for the implememaif the plan and budget approved by the Board.

ARTICLE 8 - LABOR MANAGEMENT
8.01 Governing Principle

The General Manager shall formulate a plan for engttoncerning the recruitment, employment, disahisgages, labor insurance, welfare
benefits, reward and discipline of the workers atadf members of the Company in accordance withenmodanagement standards, practices
and policies determined by the Board, the "Regutetiof the People's Republic of China on Labor Manzent in Joint Ventures Usil



Chinese and Foreign Investment" and the "Provisidiise Ministry of Labor and Personnel of the HetspRepublic of China on the Right of
Autonomy of Enterprises with Foreign Investmenthia Hiring of Personnel and on Wages, Insurancé/delfiare Expenses of Staff and
Workers" and relevant regulation of Tianjin Muniglipy. The plan shall be submitted for the apprafahe Board of Directors.

8.02 Working Personnel

Working Personnel shall be employed by the Compamgcordance with a labor contract which shalebtered into between the Company
and each individual worker after the establishnoéthe Company. Such labor contract shall estalalisterms governing the employment,
duties and benefits of that individual. The Bodrdlsapprove the general form and terms and canditincluded in such contracts.

8.03 Management Personnel

Management Personnel shall be employed by the Coyripaaccordance with the terms of individual enyphent contracts. The detailed
terms and conditions of the employment and compiemsaf the Management Personnel shall be decigatieoBoard.

8.04 Expatriate Personnel

As the Company's needs require, expatriate ManagieRersonnel and senior technical personnel skdiited by the General Manager after
approval by the Board of Directors, upon the recamdation of PARTY B. Such personnel shall entey intlividual employment contracts
with the Company. The PARTIES agree that such eghatpersonnel shall receive salaries and beriefascordance with PARTY B's
personnel policies.

8.05 Conformity with Labor Protection

The Company shall conform to rules and regulatifrtte Chinese government concerning labor praiacind ensure safe and civilized
production. Labor insurance for the working persrof the Company shall be handled in accordande the relevant regulations of the
Chinese government.

8.06 Trade Union

To the extent required by law, the Company shadltésh a trade union to represent the rights atetésts of the workers and staff members,
to mediate disputes between the workers and seffilmers on the one hand and the Company on theahbdo protect the lawful interests
the workers and staff members. To the extent reduby law, the Company shall actively support tloekwof the trade union, provide the
trade union facilities to conduct union activitesd other lawful activities after working hoursgaadlocate trade union funds.

8.07 Trade Union Fund

In accordance with Article 99 of the Joint Ventiegulations, the Company shall allot each monthgement (2%) of the total amount of
real wages received by the Company staff and werlecluding expatriate employees for payment antcade union fund, such payments to
be an expense of the Company. The trade union s&yhese funds in accordance with the relevanta@ameasures of labor union funds
formulated by the All China Federation of Labor tims.

ARTICLE 9 - FINANCIAL AFFAIRS AND ACCOUNTING
9.01 Accounting System

(a) Responsibilities. The Financial Controller loé tCompany, under the leadership of the Generablytem shall be responsible for the
financial management of the Company.

(b) Procedures. The General Manager and the Fiamla@ontroller shall prepare the accounting systath@ocedures in accordance with the
Accounting System of the People's Republic of Clidmd-oreign Investment Enterprises, the suppleargrdtipulations promulgated by the
Ministry of Finance and, to the extent possibleagal accepted international accounting principhdisvouchers, receipts, statistical
statements and reports shall be written in Chima@skEnglish concurrently. In addition, the Compahgll adopt operating and financial
policies and procedures and shall prepare perieghiorting of financial information in accordancdtwihe requirements of PARTY B.

9.02 Auditing

(a) The Board shall establish a position for a CanypAuditor who will be responsible for examiningdaauditing the Company's financial
expenditures and accounting books and will prepaeport for the Board and the General Manager.

(b) Independent Audit. An independent accountagistered in China and otherwise qualified to rerm®nions on the compliance by the
Company with the accounting standards providedihesball be engaged by the Board of Directorhas@ompany's auditor to examine ¢



verify the annual report on the final accounts ¢dpendent Auditor"). The Company shall submit ®BARTIES the annual financial
statements (including the audited Profit and LossdAint, the Balance Sheet and Cash Flow Balanc&amsiign Exchange Balance for the
fiscal year) within three (3) months after the efdhe fiscal year, together with the audit repdrthe Chinese registered accountant. The
annual financial statements, the audit report Aedrionthly reports shall be prepared in both Clersesl English.

(c) Board Review. The Board shall review and appritne periodic audits of the accounts. In the etleattthe Board determines that the
audits submitted by the Independent Auditor areblentd properly meet the standards set forth abtieeBoard may replace the Independent
Auditor or retain another auditor at Company expets supplement or adjust the work of the Indepanhduditor or to perform specific
accounting and auditing tasks.

(d) Notwithstanding anything contained in Articl®2(a) and (b), at PARTY B's cost, PARTY B maymy ime, employ a foreign auditor or
send its internal auditor to examine the records@ncedures of the Company and PARTY A and the fizoy shall cooperate and use best
efforts to assist such auditors.

9.03 Fiscal Year

The Company shall adopt the calendar year assitalfiear for Chinese statutory accounting purpebé&h shall begin on January 1 and end
on December 31 of the same year, provided thdirdtdiscal year of the Company shall commencedtandate the Company receives its
Business License, and shall end on the immediatedgeeding December 31.

ARTICLE 10 - FOREIGN EXCHANGE
10.01 Bank Accounts and Foreign Exchange Control

The Company shall separately open foreign exchangeunts and Renminbi accounts at banks withinutgide China upon approval by the
relevant authorities. The Company's foreign exchargnsactions shall be handled in accordancethétiegulations of China relating to
foreign exchange control.

10.02 Foreign Exchange Balance

The Company shall be responsible to maintain anlsalin its foreign exchange receipts and experahiturhe principal methods for balanc
foreign exchange will be as follows:

(i) Foreign Currency Sales. The primary means &daicing foreign exchange will be through the sdilthe Joint Venture Products in forei
currency.

(i) Export of Domestic Product. Subject to the apal of the Approval Authority, the Company mayghase products domestically in
Renminbi and export them for foreign currency.

(iii) Other Measures. If the Company is unable &tabce its foreign exchange using the measuresibded@above, the Board of Directors will
consider all other methods permitted under the Ewdregulations of the People's Republic of China.

ARTICLE 11 - DISTRIBUTION OF PROFIT
11.01 Allocations to Three Funds

To the extent required by law, the Company shakerzayments in Renminbi into a reserve fund, aarerise expansion fund and a bonus
and welfare fund for its workers and staff memlfére "Three Funds"). The proportion of each ygaagments shall be discussed and
determined by the Board of Directors on the bakth® Company's circumstances and in the geneserest of the Company and its workers;
provided, however, that the payments to each iddad Fund shall not exceed seven percent (7%)eo€Cttmpany's after tax income and the
total of the payments to the Three Funds shaleroeed fifteen percent (15 %) of the Company's-afbeincome in the relevant year. Plans
for the application of these Three Funds shalldim@ilated by the General Manager.

11.02 Profit Distribution

(a) Proportionate Distributions. After requiredoathtions, if any have been made to the Three fimdscordance with Article 11.01, the
Board shall determine distribution of profits byyaat dividend among the PARTIES in proportion teittrespective shares in the registered
capital of the Company and the balance of net @rofill be retained in the Company and utilizedresy be decided by the Board from tim
time. If the Company carries over losses from tlexipus year, the profit of the current year shiedt be used to cover such losses. No profit
shall be distributed unless a prior deficit is mage The profit retained by the Company and cawies from the previous years may be
distributed together with the distributable prafitthe current year, or after the deficit of thereat year is made up.

(b) Insufficient Foreign Exchange. In the event thare is not sufficient foreign exchange to p&RRY b's share of distributed profits, t



Company shall, to the extent of the unpaid portiad distributed Renminbi profits in trust for PAR B in a special interest bearing acca
set up for that purpose, when such account isablail in satisfaction of the Company's obligatioulistribute such share of the Company's
profit to PARTY B. From and after the date on whatlth account is established, the Company shaibitbtdraw or use the funds therein
except upon PARTY B's prior written instructionsh&h the Company obtains foreign exchange thatasadle for distribution to PARTY B
pursuant to Article 11.02

(@), the Company shall, at PARTY B's option, repldee Renminbi in such account (including any eseearned therefrom) with its U.S.
Dollar equivalent in accordance with the averagthefbuying and selling rates published by the Bain®hina at the time of the transaction.
The Company shall then immediately pay such U.Slaboto PARTY B. PARTY B may from time to time ingct the Company to distribu
Renminbi as directed by PARTY B in such accountdioy legal purpose.

(c) Method of Payment. All payments to be distrdzlitinder this Article 11 shall at the request efrdceiving PARTY be remitted to an
account at a bank specified in advance by such PART

ARTICLE 12 - TAXATION AND INSURANCE
12.01 Income Tax, Customs Duties and Other Taxes

(a) Tax Payments. The Company shall pay tax urderelevant laws of China and any special tax egguis applicable to Tianjin. Chinese
and foreign management and working personnel blegtleriodically reminded to pay their individuatéme tax in accordance with the tax
laws of China.

(b) Tax Preferences. The Company will use its badeavours to apply for and obtain preferentiakteatment, reductions and exemption:
provided by the relevant regulations. Promptlyrattbe execution of this Contract, the PARTIES shabhmit an application to the Tianjin
Municipal Tax Bureau for confirmation of the Compgatax treatment.

12.02 Insurance

The Company shall, at its own cost and expense,dakand maintain full and adequate insurancheftompany against loss or damage by
fire and such other risks as may be decided bted. The property, transportation, product liéoénd other items of insurance of the
Company shall be obtained within or outside Ché#ndoject to any legal restrictions which may applyd such policies will be denominatec
Chinese and foreign currencies, as appropriatetyffess and amounts of insurance coverage shaktaerdined by the Board in accordance
with applicable Chinese laws, if any.

ARTICLE 13 - THE JOINT VENTURE TERM
13.01 Joint Venture Term
The Joint Venture Term of the Company shall comraemcthe Effective Date and shall expire thirty)(@8ars therefrom.
13.02 Extension of the Joint Venture Term
Extensions of the Joint Venture Term will be haddleaccordance with Article 19 of the Joint Vemst@ontract.
ARTICLE 14 - TERMINATION, BUY-OUT AND LIQUIDATION P ROCEDURES
14.01 Termination, Buy-out and Liquidation
Termination, buy-out and liquidation procedured Wi handled in accordance with Article 20 of tbatlVenture Contract.
ARTICLE 15 - AMENDMENTS AND CONFLICTS
15.01 Amendments

These Articles of Association may not be changedygrbut only by a written instrument signed b tRharties and approved by the
unanimous resolution of the Board of Directors Apgroval Authority.

15.02 Conflicts

In the event of any conflict between the terms armvyisions of the Joint Venture Contract and thegiles of Association, the terms and
provisions of the Joint Venture Contract shall piiev

ARTICLE 16 - WAIVER



16.01 Waiver

Failure or delay on the part of any PARTY heretexercise any right, power or privilege under thmt}Venture Contract, this Articles of
Association or under any other contract or agree¢metating thereto, shall not operate as a waiverdof; nor shall any single or partial
exercise of any right, power or privilege preclagy other future exercise thereof.

ARTICLE 17 - LANGUAGE
17.01 Language

These Articles of Association are written and exedun Chinese and English, and both languageomsshall be equally valid.

IN WITNESS WHEREOF, each of the PARTIES hereto heavgsed these Articles of Association to be exachyetheir duly authorized
representatives on the date first set forth above.

PARTY A:

TIANJIN TANGGU VALVE PLANT

/sl Han You Sheng
Nare: Han You Sheng

Title: President
Nationality Chi nese

PARTY B
WATTS INVESTMENT COMPANY

/s/David A. Bl oss
Nare: David A. Bloss, Sr.

Title: Executive Vice President
Nationality U S A
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SCHEDULES:

STOCK PURCHASE AGREEMENT

AGREEMENT (the "Agreement"), dated July 28, 1994 and among Jameco Acquisition Corp., a Delawarparation (the "Buyer"), and
Harry Lipman ("Harry"), Michael Lipman ("Michael"Walter Lipman ("Walter"), Sidney Greenberg ("Sigi)e David Chasin ("David"),
Kenneth S. Lipman ("Kenneth"), Peter A. Lipman ¢&¥, Ethel S. Lipman ("Ethel"), Gloria Lipman (I&@ia"), Walter Lipman Trust for the
benefit of llene Burstein ("llene Trust"), Walteipman Trust for the benefit of Staci Burstein (Starust”) and Walter Lipman Trust for the
benefit of Joshua Burstein ("Joshua Trust") (indlislly, a "Seller" and collectively, the "Sellersthe owners of all of the issued and
outstanding shares of capital stock of Jameco ImidssInc., a New York corporation (the "Company")

WHEREAS, the Sellers are the beneficial and recevders of all of the issued and outstanding shafreapital stock of the Company
(collectively, the "Shares"); and

WHEREAS, the Sellers wish to sell, transfer, assagmvey and deliver the Shares to the Buyer, hadBuyer wishes to purchase, acquire
and accept the Shares from the Sellers, upon times t@nd conditions of this Agreement.

NOW, THEREFORE, in consideration of the premises tlie mutual covenants herein contained and faragbod and valuab
consideration, the receipt and adequacy of whiethareby acknowledged, the parties hereto, intgnditve legally bound, agree as follows:

Article |

SALE AND PURCHASE OF SHARES



Section 1.1. Sale of Shares. At the closing pravide in section 2.2 hereof (the "Closing"): (i)oject to the terms and conditions of this
Agreement and in reliance upon the representatisasanties and covenants contained herein, edtdr &grees to sell, transfer, assign and
convey to the Buyer the number of Shares set fipgiosite such Seller's name on Exhibit 1.1 hemtdhie purchase price set forth opposite
such Seller's name on Exhibit 1.1 hereto undec#émption "Total Amount to be Paid to Seller," andlkteliver to the Buyer a stock certific:
or certificates representing all of such Sharek; dadorsed in blank or with duly executed stoclwprs attached, in proper form for transfer,
with appropriate transfer stamps, if any, attaclied and clear of any Lien with respect theretn awithout any restrictive legend other than
with respect to applicable securities laws; ands(ibject to the terms and conditions of this Agreet and in reliance upon the
representations, warranties and covenants conthierain, the Buyer agrees to purchase, acquir@aerept from each Seller the number of
Shares set forth opposite such Seller's name oibiEdhl hereto for the purchase price set forthagite such Seller's name on Exhibit 1.1
hereto under the caption "Total Amount to be Pai8eller."

Section 1.2. Purchase Price and Payment.

(a) Purchase Price. The Purchase Price for theeSishall be Twenty-Nine Million Five Hundred Thiigousand Thirty Dollars
($29,503,030) (the "Purchase Price").

(b) Payment. (i) Twenty-Five Million Four HundredgBty One Thousand One Hundred Thirty-Five Dolk#25,481,135) of the Purchase
Price (representing $25,753,030 of the Purchase Rass $261,193 credit for amounts owed by Haurguant to section 6.2(b) hereof, and
$10,702 credit for amounts owed by Harry pursuarsetction 6.2(d)) shall be paid by the Buyer toRepresentatives on behalf of the Sellers
on the Closing Date (the "Closing Payment") inttenner specified in section 1.2(c) hereof, andtijee Million Seven Hundred Fifty
Thousand Dollars ($3,750,000) of the Purchase Rhedl be paid to the Escrow Agent named in secti@(d) hereof to be held in escrow as
described in section 1.2(d) (the "Escrow Paymeanty) shall be paid to the Representatives only pmtsio and in accordance with the terms
of the Escrow Agreement.

(c) Payment of the Closing Payment. At the Closthg,Closing Payment shall be paid by the Buyerceordance with the instructions set
forth in Exhibit 1.2(c) by wire transfer of immethdy available funds to the accounts indicatedheyRepresentatives in such written
instructions.

(d) Escrow Arrangements. The amounts specifiechthta be delivered by the Buyer pursuant to secti@b)(ii) (the "Escrow Fund") shall
be delivered to The First National Bank of Bostasescrow agent (the "Escrow Agent"), under thedef an escrow agreement in the form
of Exhibit 1.2(d) hereto (the "Escrow Agreementhe Escrow Fund shall be held by the Escrow Ageiaccordance with and subject to the
limitations set forth in the Escrow Agreement towge the payment of claims for indemnification madaccordance with Article 1X of this
Agreement.

Section 1.3. Transfer Taxes. Each Seller shallghisstock transfer Taxes, recording fees and athbss, transfer, use, purchase or similar
Taxes, if any, resulting from the sale of the Shanened by such Seller hereunder.

Article Il
CLOSING
Section 2.1. The Representatives.

(a) By the execution and delivery of this Agreemamd by their act of surrendering certificates espnting their Shares, each of the Sellers
hereby irrevocably constitutes and appoints Hang ldichael jointly, as such Seller's true and ldvafgents and attorneys-in-fact (the
"Representatives"), with full power of substitutitmact in his, her or its name, place and stedl rgspect to all transactions contemplate:
and all terms and provisions of this Agreement thiedEscrow Agreement and to act on his, her dyétsalf in any dispute, litigation,
mediation, or arbitration involving this Agreememid the Escrow Agreement, and to do or refrain fdming all such further acts or things,
and execute all such documents as the Represastatiall deem necessary or appropriate in conmegith the transactions contemplatec
this Agreement and the Escrow Agreement includiithout limitation, the power:

(i) to act for the Sellers with regard to matteestpining to indemnification referred to in this lk@ment and the Escrow Agreement, inclus
the power to compromise any claim on behalf ofS8e#ers and to conduct arbitration, mediation tigdition on behalf of the Sellers;

(i) to execute and deliver all ancillary agreensewertificates and documents, and to make reptas@ms and warranties therein, on beha
the Sellers which the Representatives deem negesisappropriate in connection with the consumnratibthe transactions contemplated by
this Agreement and the Escrow Agreement; and

(iii) to do or refrain from doing any further aat deed on behalf of the Sellers which the Repraserss deem necessary or appropriate in
their sole discretion relating to the subject nratfethis Agreement and the Escrow Agreement, idiclg, without limitation, to exercise any
right of or pursue any remedy available to anye3alhder this Agreement and the Escrow Agreemerftjlly and completely as each Seller
could do if personally present.

(b) If either Representative dies or otherwise bee®incapacitated and is unable to serve as a Sayative, or resigns as a Representati



a writing delivered to the Buyer, then the remajnitepresentative shall serve as the only Reprasent@ihe appointment of the
Representatives shall be deemed coupled with aresttand be irrevocable. As long as Harry and &itkerve jointly as the Representati
hereunder, their actions as Representatives gtaline the concurrence of both of them. The Buperany other Person may conclusively
and absolutely rely, without inquiry, upon the foaiction of Harry and Michael at any time duringieththey serve as joint Representatives
and upon the action of a Representative servingithahlly, in either case, on behalf of the Sellerall matters contemplated by this
Agreement and the Escrow Agreement. All noticesvdedd by the Buyer to the Representatives (whgibesuant hereto or otherwise) for
benefit of the Sellers shall constitute notice oy Buyer to the Sellers. Each Representative aballith respect to this Agreement and the
Escrow Agreement in a manner consistent with weaidiieves to be in his best interest in his capas a Seller and consistent with his
obligations under this Agreement and the EscroweAgrent, but a Representative shall not be liabteggonsible to any Seller for any loss
or damages the Sellers may suffer by reason gi¢hfermance by such Representative of his dutideuthis Agreement, other than loss or
damage arising from willful misconduct or gross ligggnce in the performance of his duties underAgeement. The Representatives shall
not be deemed to be trustees or fiduciaries fandoehalf of any Seller, shall have no duty orgddion to consult with and take direction
from any Seller and shall not be liable for anyiattaken or omitted in good faith in the absencgross negligence or willful misconduct.
The Representatives shall not be liable for anipadaken or omitted in good faith upon the writsvice of counsel and may act upon any
instrument or signature believed by them in godith fi'm be genuine and may assume that any Pergpoming to give any notice or
instructions hereunder, believed by them in godtth ta be authorized, has been duly authorizedtsal

Each Seller agrees jointly and severally to indéynaund hold harmless each Representative for asg/do damage arising from the
performance of his duties as a Representative hdezpincluding, without limitation, the cost ofyaaccounting, legal counsel or other
advisor retained by the Representatives on beh#ieoSellers, but excluding any loss or damagsragifrom willful misconduct or gross
negligence in the performance of his duties unkisrAgreement and the Escrow Agreement.

(c) All actions, decisions and instructions of BRepresentatives taken, made or given pursuanetauthority granted to the Representatives
pursuant to this section 2.1 shall be conclusivel@nding upon all of the Sellers and no Selledidieve the right to object, dissent, protest or
otherwise contest the same. The Buyer hereby adkdges that the Representatives may with respetytgarticular action, decision or
instruction, but shall not be required to, soltbié consent of the Sellers before acting.

(d) The provisions of this section 2.1 are indegandnd severable, shall constitute an irrevocateer of attorney, coupled with an interest
and surviving death, legal incapacity or dissolutigranted by the Sellers to the Representativéshall be binding upon the executors, h
legal representatives, successors and assignstofaah Seller.

(e) The Buyer shall be entitled to rely concluspveh the instructions and decisions of the Reprtasiers as contemplated by section 2.1(1
to any action required or permitted to be takenHhaySellers or the Representatives hereunder, apany hereunder shall have any cause of
action against the Buyer for any action taken lgyBluyer in reliance upon the instructions or decisiof the Representatives.

Section 2.2. Closing. The Closing of the sale amitipase of the Shares shall take place at theesfti Battle Fowler, 280 Park Avenue, New
York, New York 10017 at 10:00 a.m. (local time)&rly 28, 1994 or at such other place, time or datthe Buyer and the Representatives
mutually agree. The date upon which the Closingiets hereinafter referred to as the "Closing Date

Article 111
REPRESENTATIONS AND WARRANTIES OF CERTAIN SELLERS

Subject to the provisions in section 9.2 hereofgiring to the proportional responsibility of therieipal Sellers for the indemnification
obligations relating to breaches of the represemtatand warranties contained in this Agreemeruh ed the Principal Sellers represents and
warrants to the Buyer as follows:

Section 3.1. Organization and Qualification. Therpany is a corporation duly organized, validly &rig and in good standing under the
laws of the State of New York and has the requisiporate power and lawful authority to own, leasd operate its assets, properties and
business and to carry on its business as it isbming conducted. The Company is duly qualified &xeign corporation to transact business,
and is in good standing, in each jurisdiction whibeecharacter of its properties, owned or leagethe nature of its activities makes such
qualification necessary, except where the failarea qualify would not have a Material Adverse Effffhe Company does not own or lease
real property in any jurisdiction other than itsigdiction of incorporation and the jurisdictioret $orth on Schedule 3.1 hereto.

Section 3.2. Subsidiaries. Except as set forthcime8ule 3.2 hereto, the Company has no subsidi&oegpurposes of this Agreement, the
term "Subsidiary" shall mean any Person as to wtiiehCompany, directly or indirectly, owns or has power to vote, or to exercise a
controlling influence with respect to, fifty peradb0%) or more of the securities of any classughsPerson, the holders of which class are
entitled to vote for the election of directors Rersons performing similar functions). Except afath in Schedule 3.2, the Company does
not own any securities issued by any other busioggization or governmental authority, except.\&G8vernment securities, bank
certificates of deposit and money market accourgsiged as short-term investments in the ordinawyrge of its business. Except as set forth
in Schedule 3.2, the Company does not own or hayelmect or indirect interest in or control overyacorporation, partnership, joint venture
or entity of any kind. JESC was incorporated onrkaty 1, 1994 in the U.S. Virgin Islands and hagagred in no activities and has not
incurred any indebtedness or other liability sitieee date of its formation other than in connectigth its incorporation and maintaining its
status as a corporatic



Section 3.3. Capitalization and Authority. (a) Thehorized capital stock of the Company consis,@d0,000 shares of common stock, par
value $ 0.10 per share (the "Jameco Common Sto8&0,000 shares of Jameco Common Stock are dulyalily issued of which
311,375.25 are outstanding. Each of such outstgriglvares is fully paid and nonassessable and oasettlicated on Exhibit 1.1 hereto.
48,624.75 of the issued Shares are held in theurgaf the Company as of the date hereof and acestare reserved for issuance. There are
no other shares of capital stock of the Compangtantling and no outstanding options, warrants, &ditle or exchangeable securities,
subscriptions, rights (including any preemptivehtsy, stock appreciation rights, calls or commitisesf any character whatsoever requiring
the issuance, sale, redemption, repurchase, ratipstror voting of shares of any capital stockhef Company, and there are no contracts or
other agreements to issue additional shares ofatapbck of the Company or any options, warracsyvertible or exchangeable securities,
subscriptions, rights (including any preemptivehts), stock appreciation rights, calls or commititseaf any character whatsoever relating to
such shares.

(b) The Company has full corporate power and aitshtw enter into any agreement, document andunsént executed and delivered or to be
executed and delivered by it pursuant to or aseroplated by this Agreement and to comply with igations hereunder and thereunder.
The execution, delivery and performance by the Cowf each such other agreement, document arrdrimsit have been duly authorized
by all necessary action of the Company and itskbimiders and no other action on the part of the @amy or its stockholders is required in
connection therewith. Each agreement, documentrestidiment executed and delivered or to be execanéddelivered by the Company
pursuant to or as contemplated by this Agreemerth@ extent it contains obligations to be perfairhg the Company) constitutes or will
when executed and delivered constitute, a validmanding obligation of the Company, enforceabladtordance with its terms, subject to
laws of general application relating to bankrupiogplvency and the relief of debtors and rules lamé governing specific performance,
injunctive relief and other equitable remedies. €kecution, delivery and performance by the Sebtétbeir respective obligations under this
Agreement and each such other agreement, documemstrument:

(i) do not and will not violate any provision ofetltertificate of incorporation or by-laws of ther@uany;

(il) do not and will not violate any statute, lamule and regulation, which is applicable to the @amy or any of its assets, properties, or
businesses, or violate any judgment, ruling, ordeit, injunction, award, decree, statute, law,ioathce, code, rule or regulation of any court
or foreign, federal, state, county or local goveenitror any other governmental, regulatory or adstiative agency or authority which is
applicable to the Company or any of its assetgqnt@s or businesses; and

(iii) except as set forth on Schedule 3.3, do mat will not result in a breach of, constitute aalgf under, accelerate any obligation under, or
give rise to a right of termination of any inderur loan or credit agreement or any other agregroentract, instrument, Lien, permit,
authorization, order, writ, judgment, injunctiorgallee, determination or arbitration award, whethéten or oral, to which the Company is a
party or by which the property of the Company isit or affected, or result in the creation or imfas of any Lien on any of the assets of
the Company.

Section 3.4. Certificate of Incorporation and Byalsa Minute Books.

Copies of the certificate of incorporation and by of the Company and all amendments to eachhteretofore been delivered to the Buyer
and such copies are true, complete and accurageretiords of the board of directors' and sharehslldeeetings contained in the minute
books of the Company are true and accurate recditi®se meetings. The stock transfer ledger ofxbmpany is true and accurate.

Section 3.5. Governmental Approvals. Other thatcoimnection, or in compliance, with the provisiofishe Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended, and the anrdsegulations promulgated thereunder (the "H8R)Ar as set forth on Schedule 3.5,
no natice to, filing or registration with, or pettylicense, variance, waiver, exemption, franchisder, consent, authorization or approval of,
any foreign, federal, state, county or local goweent or any other governmental, regulatory or adstrative agency or authority
(collectively, "Permits") is required by the Compgdor the conduct of its business as currently embed or for the consummation of the
transactions contemplated hereby. The Company titaged or has applied for all Permits listed ohestule 3.5. All the Permits listed on
Schedule 3.5 (except those that are identifieduch $chedule as "pending"” or "applied for") aredzahd in full force and effect and, except
as set forth in Schedule 3.5 hereto, the Compaapésating in compliance therewith except whererrary state of facts would not result in
a Material Adverse Effect. None of the Permitsubject to termination by its express terms as éiselt of the consummation of the
transactions contemplated by this Agreement.

Section 3.6. Financial Statements. The balance siiglee Company as at December 31, 1993 and thtedestatements of earnings and
retained earnings and cash flow for the year timele@, including the notes thereto, certified by KPMeat Marwick, independent certified
public accountants, copies of which are attacheetbas Schedule 3.6(a), fairly present the firgrmsition of the Company as at such date
and the results of operations, the changes imedatarnings and cash flow of the Company, foy&es then ended in accordance with
generally accepted accounting principles applied oonsistent basis. The combined balance she#ts @ompany and Innovative Computer
and Innovative Systems as at December 31, 199299t and the related statements of earnings aaitheetearnings, and cash flows for the
years then ended, including the notes theretadfiedrby KPMG Peat Marwick, independent certifieabfic accountants, are attached he

as Schedule 3.6(b). The combining schedules-balkstmeets of the Company as at December 31, 199138ftland the combining schedules
of operations and retained earnings for the ydws énded included in Schedule 3.6(b) are faidjestin all material respects in relation to
the combined financial statements contained in Guallee3.6(b) taken as a whole. The unaudited balaheet of the Company as at June 30,
1994 and the related unaudited statements of egrind retained earnings for the six-month petied £nded, copies of which are attached
hereto as Schedule 3.6(c), are true and correa£0p management statements prepared for intasgaby the management of the Company.
Such statements fairly present the financial pasitif the Company as at such date and the redudfsenations for the period then ended in
accordance with generally accepted accounting iptee (except as set forth in Schedule 3.6(d))iadmn a consistent basis with the
financial statements contained in Schedule 3.6{9.foregoing financial statements are hereinaéfarred to collectively as the "Financial



the unaudited balance sheet as at June 30, 19@ddacin the Financials is hereinafter referredgdhe "Balance Sheet;" and June 30, 19
hereinafter referred to as the "Balance Sheet D&thedule 3.6(e) sets forth on an itemized bdkisserves of the Company reflected on the
Company's balance sheet as of June 30, 1994. 8edBe 3.6(f) for information concerning a liahiliof the Company arising from the
repurchase by the Company of certain shares of aanstock of the Company.

Section 3.7. No Material Adverse Change. Since WM&, 1994, there has been no change which, indilliglor in the aggregate, has had or
is reasonably likely to have a Material AdversecEff(other than any Material Adverse Effect reagltirom conditions prevailing in the
economy or the U.S. plumbing products industry galhg and, to the best of the Principal Sellersbledge, no such change is threatened.
Since March 31, 1994, there has not been any dardagtuction or loss to the Company or any opiitsperties, assets or businesses which
has or is reasonably likely to have, individuallimthe aggregate, a Material Adverse Effect whethr not covered by insurance. Anything
contained herein to the contrary notwithstandimy, @nvironmental matter or condition (including arwironmental matter or condition
which may give rise to an Environmental Claim afrael in Section 9.6 hereof) relating to the Companr any of its properties (including,
without limitation, the Premises or any Propertydlsnot be the subject of the representationsveamanties contained in this Section 3.7.

Section 3.8. Tax Matters.
(a) Except as set forth on Schedule 3.8:

(i) The Company has paid or caused to be paidades required to be paid by it through the datedfewhether disputed or not (other than
current Taxes the liability for which is adequatsdgerved for on the Financials).

(i) The Company, in accordance with applicable,laas filed all Tax Returns required to be fileditiyrrough the date hereof, and all such
returns correctly and accurately set forth the amofiany Taxes relating to the period coveredumhsTax Returns. As of the time of filing,
the foregoing Tax Returns correctly reflected thet$ regarding the income, businesses, assetsitions:; activities, status or other matters of
the Company or any other information required tshewn thereon. A list of all Tax Returns filed lwiespect to the Company since January
1, 1989 is set forth in Schedule 3.8, and said @dlee3.8 indicates those Tax Returns that have hadited or currently are the subject of an
audit. The Company has delivered to the Buyer cetepnd correct copies of all Tax Returns, exanginaeports and statements of
deficiencies assessed against or agreed to bydimpény for the year 1989 and all subsequent yeessgh 1992 and has made available all
such documents for prior years to the extent timstme are available. Schedule 3.8 sets forfad#tal Tax elections under the Internal
Revenue Code of 1986, as amended (the "Code")atkanh effect with respect to the Company or faicl an application by the Company is
pending.

(iii) Neither the Internal Revenue Service ("IR®9r any other governmental authority is now assetrir, to the best of the Principal Sellers'
Knowledge, threatening to assert against the Cognpan deficiency or claim for additional Taxes. dlaim has ever been made by an
authority in a jurisdiction where the Company doesfile reports and returns that the Company is1ay be subject to taxation by that
jurisdiction. There are no security interests oy aithe assets of the Company that arose in caiomewith any failure (or alleged failure)
pay any Tax. The Company has never entered intmsing agreement pursuant to section 7121 of thdeCo

(iv) There has not been any audit since Januat®88 of any Tax Return filed by the Company, noitanfdany Tax Return of the Company
in progress, and the Company has not been nobiffeahy Tax authority that any such audit is contieteil or pending. No extension of time
with respect to any date on which a Tax Return evas to be filed by the Company is in force, amdwaiver or agreement by the Compar
in force for the extension of time for the assegs#me payment of any Taxes.

(v) The Company has never consented to have thaspons of section 341(f)(2) of the Code appliedttdhe Company has not agreed to
make nor is it required to make any adjustment usdetion 481(a) of the Code by reason of a chamgecounting method or otherwise. 1
Company (A) has never made any payments, (B) ieblagated to make any payments, or (C) is notréya any agreement that under
certain circumstances would obligate it to make payments, that will not be deductible under sec#80G of the Code. The Company has
disclosed on its income Tax Returns all positi@keh therein that could give rise to a penaltyfuderpayment of federal Tax under section
6662 of the Code (or any corresponding provisiostafe, local or foreign tax law). The Company heger had any liability for unpaid Tax
because it is a member of an "affiliated group"defined in section 1504(a) of the Code). The Camggeas never filed, and has never been
required to file, a consolidated, combined or ugitax return with any entity. The Company is nqaaty to any tax sharing agreement.

(vi) The Company computes its federal taxable ineamder the accrual method of accounting. For mepof computing taxable income, all
inventories of the Company are maintained on aifgdirst-out ("LIFO") basis. Such inventory mett®are correct in all material respects for
income tax purposes.

(vii) The Company has withheld and paid all Taxeguired to have been withheld and paid in conneatibh amounts paid or owing to any
employee, independent contractor, creditor, stolckdrar other third party.

(b) Schedule 3.8 sets forth with respect to the @y a tax basis balance sheet as of Decembef83, 1

(c) For purposes of this section 3.8, all refersrtoesections of the Code shall include any preskereprovisions to such sections and any
similar provisions of federal, state, local or figrelaw.



Section 3.9. Compliance with Law. Except as sahfon Schedule 3.9 and except with respect to Bnuiental Laws (which are not the
subject of this section 3.9), the Company has iwated or failed to comply with and is not violagi or failing to comply with, nor has the
Company received notice of any violation of orded to comply with any judgment, ruling, order, twimjunction, award, decree, statute, li
ordinance, code, rule or regulation, of any couifooeign, federal, state, county or local governtma any other governmental, regulatory or
administrative agency or authority applicable torito its assets, properties, businesses or apesaexcept where any such violation or
failure to comply would not, individually or in tteggregate, have a Material Adverse Effect. Exasmet forth on Schedule 3.9 and exce,
with respect to Environmental Laws (which are &t $ubject of this section 3.9), the conduct of@benpany's business is in conformity w
all foreign, federal, state, county and local egepmblic utility, health or occupational safetggulatory and administrative requirements,
except where any such violation or nonconformityuldanot, individually or in the aggregate, have atétial Adverse Effect.

Section 3.10. Litigation. Except as set forth oh&tule 3.10 hereto:

(i) there are no outstanding judgments, rulingdeos, writs, injunctions, awards or decrees of@wrt or any foreign, federal, state, count
local government or any other governmental, regmyabr administrative agency or authority or additribunal against or involving the
Company or any of the Sellers that relate to trertmsses of the Company or the Shares, (ii) thep@osnis not a party to, or to the best of
the Principal Sellers' Knowledge, threatened vty litigation or judicial, governmental, regulatpadministrative or arbitration proceeding,
and

(iii) there is no litigation or proceeding, in laa in equity, or any proceeding or governmentaéstigation before any commission or other
administrative authority pending, or, to the beghe Principal Sellers' Knowledge, threatenedjraiany of the Sellers or the transactions
contemplated hereby or whereby timely performancthb Sellers according to the terms of this Agreetmay be prohibited, prevented or
delayed.

Section 3.11. Agreements. Schedule 3.11 heretdathsall of the following contracts and other egments to which the Company is a party
or by or to which its assets, properties or busiessre bound or subject:

(i) currently effective contracts and other agreetaavith any current or former officer, directomgloyee, consultant, agent or shareholder;
(i) contracts and other agreements outside thmarg course of the Company's business involvinguahpayments under any such contract
or other agreement or under any related seriesrdfacts or other agreements of at least $50,00théosale of materials, supplies, equiprn
merchandise or services; (iii) contracts and o#lggeements outside the ordinary course of the Coy'phausiness involving payments since
March 31, 1994 under any such contract or othezeagent or under any related series of contraatth@r agreements of at least $50,000 for
the purchase or acquisition of materials, suppégsijpment, merchandise or services and any castaac other agreements providing for
purchase of all or substantially all of its requients or a particular product from a supplier wheereh requirement or product is not readily
available from alternative sources at comparahtepry (iv) distributorship, representative, managetnmarketing, sales agency, printing or
advertising contracts and other similar agreemeots$erminable upon not more than thirty (30) dagtce; (v) contracts and other similar
agreements for the grant to any Person of any renatial rights to purchase any of the assets, ptiggeor business of the Company; (vi) joint
venture contracts and other similar agreementy;q@ntracts and other agreements under which tmpgany has guaranteed the obligations
of any Person or under which any Seller has gueeahthe obligations of the Company; (viii) contsaahd other agreements under which the
Company agrees to indemnify any Person or to shaxdiability with any Person that will exist at@sing;

(ix) contracts and other agreements limiting tleefftom of the Company to engage in any line of lassior to engage in business in any
geographic area; (x) contracts and other agreemelating to the acquisition by the Company of apgrating business or the capital stoc
any Person; (xi) any indenture, mortgage, promjsaote, loan agreement, guaranty or other agreeares@mmitment for the borrowing of
money and any related security instrument; (xiy eggistration rights agreements, warrants, waragnéements or other rights to subscribe
for securities, any voting agreements, voting sushareholder agreements or other similar arraagenor any stock purchase or repurchase
agreements or stock restriction agreements; aiiylledases of real or personal property with anmatments in excess of $25,000. All of the
contracts and other agreements set forth on Sah@dld hereto are in full force and effect as efdate hereof. To the best of the Principal
Sellers' Knowledge, the descriptions of the oraltarcts set forth in Schedule 3.11 are true, ateuad complete in all material respects.

Neither the Company nor, to the best of the Primcgellers' Knowledge, any other party to any awifragreement, lease or instrument of
Company, is in default in complying with any praeiss of any of the above, and no condition or ewgrticts exist which, with notice, lapse
of time or both would constitute a default therenfthe part of the Company or, to the best of ttiecipal Sellers' Knowledge, on the part of
any other party thereto in any such case that doaNe a Material Adverse Effect.

Section 3.12. Title to Properties. The Company ommseal property.

The personal property reflected on the Balance tStagether with dispositions and additions in ¢ndinary course of business since the
Balance Sheet Date, is all of the personal propesgéd in the operation of the Company and, assunorghanges in Environmental Laws or
other laws, is all of the personal property neagsa the operation of the Company as currentigdrected on the date hereof. Except as
otherwise indicated in Schedule 3.12 or in the Ba¢aSheet, none of the personal property of thegaomis subject to any Lien or
conditional sale agreement. The Balance Sheecteftdl personal property of the Company, subjectispositions and additions in the
ordinary course of business consistent with thise&gent.

Section 3.13. Accounts Receivable; Loans to Atiélga (a) Except as disclosed in Schedule 3.13{a@¢eounts receivable reflected on the
Balance Sheet (net of applicable reserves) aratatiunts receivable arising subsequent to the Bal8heet Date have arisen in the ordinary
course of business, represent valid and enforceddbigations to the Company and are fully collet#and subject to no set-off or
counterclaim, except for discounts, returns, payrtesms and allowances arising in the ordinary sewf the Company's business. Schedule
3.13(a) hereto sets forth a true and correct agedflall accounts receivable of the Company aeJ80, 1994.

(a) Except as set forth on Schedule 3.13(b), tha@2my has no accounts or loans receivable fronPangon which is affiliated with the
Company or any director or officer of the Compe



Section 3.14. Inventory. Except as disclosed ineHale 3.14, all inventory items shown on the BagdaBhbeet or existing at the date hereof are
of a quality and quantity saleable in the ordinesyrse of business of the Company. The valueseoiirentories stated in the Balance Sheet
reflect the normal inventory valuation policiestioé Company on a FIFO basis and were determinaddardance with generally accepted
accounting principles and methods consistentlyiagpPurchase commitments for raw materials ants pae not in excess of normal
requirements and none is at a price materiallyiaess of current market prices.

Section 3.15. Intangible Property. (a) All patepitent applications, trade names, trademarksimack registration applications, copyrights
and copyright registration applications presentiyned by or licensed to the Company or used or todeel by the Company in its business as
presently conducted are listed in Schedule 3.18tbeAll of the patents and registered trademafitieCompany and all of the patent
applications, trademark registration applicationd eopyright registration applications of the Compaave been duly registered in, filed it
issued by the United States Patent and TrademditeQthe New York Department of State, the Unifddtes Register of Copyrights or the
corresponding offices of other countries identifeedsaid Schedule, and have been properly maintaind renewed in accordance with all
applicable provisions of law and administrativeulagions in the United States and each such couBkgept as set forth in Schedule 3.15,
present use by the Company of said patents, trahes, trademarks, or copyrights does not requéredhsent of any other Person and the
same are freely transferable by the Company (exaeptherwise provided by law). Except as set fiortBchedule 3.15, the Company has
exclusive ownership or exclusive license to usaténts, trade names, trademarks or copyrights arse be used by it in its business as
conducted free and clear of any attachments, Lieysjties, license fees or adverse claims andhaethe present activities nor products of
the Company infringe any such patents, trade naonésademarks of others. Except as set forth ime8ale 3.15, (i) no other Person has an
interest in or right or license to use, or the tighlicense others to use, any of said patentenpapplications, trade names, trademarks, or
copyrights, (ii) there are no claims or demandarof other Person pertaining thereto and no prongsediave been instituted, or are pending
or, to the best of the Principal Sellers' Knowledheeatened, which challenge the rights of the @amy in respect thereof, (iii) none of the
patents, trade names, trademarks, or copyrigh¢silis Schedule 3.15 is subject to any outstandidgr, decree, judgment or stipulation, or,
to the best of the Principal Sellers' Knowledgédyamg infringed by others, (iv) no proceeding ¢fidag the Company with infringement of &
adversely held patent, trade name, trademark grriggy has been filed or, to the best of the PpatiSellers’ Knowledge, is threatened to be
filed, and (v) to the best of the Principal Sell&sowledge, there exists no unexpired patent temaapplication which includes claims that
would have a Material Adverse Effect.

(a) Except as set forth in Schedule 3.15 herewCibmpany has the right to use, free and cleanypthkims or rights of others, all trade
secrets, inventions, customer lists and manufamuand secret processes required for or incidetiietananufacture or marketing of all
products presently sold, manufactured, licensedeudevelopment or produced by it, including prddulicensed from others, and to the best
of the Principal Sellers' Knowledge, any producisiferly sold by the Company. Any payments requicede made by the Company for the
use of such trade secrets, inventions, custontsrdied manufacturing and secret processes ardlubxban Schedule 3.15. To the best of the
Principal Sellers' Knowledge, the Company is natgi®r in any way making use of any confidentidbirmation or trade secrets of any third
party, including without limitation, a former emplkr of any present or past employee of the Compary any of the predecessors of the
Company.

Section 3.16. Liens. Except as set forth on Sclee8l6, and except with respect to (i) assets,gptigs and businesses disposed of, or su
to purchase or sales orders, in the ordinary canfrbeisiness since the Balance Sheet Date; driéii)s securing Taxes, assessments,
governmental, regulatory or administrative chargelevies, or the claims of materialmen, carritaadlords and like Persons, which are not
yet due and payable (collectively, "Permitted LIgnthe Company owns outright and has good and etable title to all of its asse!
properties and businesses, including, without atron, all of the assets, properties and businegs$liested on the Balance Sheet, in each «
free and clear of any Lien.

Section 3.17. Indebtedness. Except as set foricbedule 3.17, all Indebtedness of the Company the 8alance Sheet Date is set forth in
the Balance Sheet. All Indebtedness which hasradgfier the Balance Sheet Date has arisen in tfirany course of business and represents
valid Indebtedness of the Company. As used hetiidebtedness" shall mean all items which, in adaoce with generally accepted
accounting principles (except as otherwise inditate Schedule 3.6(d)), would be included in detanng total liabilities as shown on the
liability side of a balance sheet as at the datetitedness is to be determined.

Section 3.18. Liabilities. As of the Balance SHeate and the Closing Date, as applicable, the Cagnpas no liabilities of any nature,
whether accrued, absolute, contingent or othenmisgerted or unasserted, known or unknown, whethaot such liabilities are required to
reported by generally accepted accounting prinsifitecluding, without limitation, liabilities as guantor or otherwise with respect to
obligations of others, or liabilities for Taxes duethen accrued or to become due or contingepotantial liabilities relating to activities of
the Company or the conduct of its businesses mitite Balance Sheet Date or the Closing Datepplicable, regardless of whether claims
in respect thereof had been asserted as of suej) ddtich liabilities, when taken individually ar the aggregate, have had or are reasonably
likely to have a Material Adverse Effect, exceptiiities (i) stated or adequately reserved againghe Financials or reflected in the
footnotes thereto; (ii) reflected in Schedulesl(iding, without limitation, Schedule 3.18) to tifigreement; (iii) incurred in the ordinary
course of business of the Company subsequent Balamce Sheet Date and on a basis consistentheitterms of this Agreement; or (iv)
relating to Environmental Claims.

Section 3.19. Labor Matters. Schedule 3.19 hemti®fsrth the only contracts or other agreemeratsdhkist between the Company and a
union representing any of the employees of the GomypThe Company has not taken any action thatdvoanstitute a plant closing or mass
lay-off within the meaning of the Workers Adjustmi@md Retraining Notification Act. At June 10, 1984e Company employed
approximately 361 full-time employees and one piare employee. The Company is not delinquent impayts to any of its employees for
any wages, salaries, commissions, bonuses or ditteet compensation for any services performedtfr the date hereof or amounts
required to be reimbursed to such employees. Exaepét forth in Schedule 3.19, the Company hamlioy, practice, plan or program



paying severance pay or any form of severance cosgpien in connection with the termination of enyoh@nt. The Company is in
compliance in all material respects with all applite laws and regulations respecting labor, empémtnfair employment practices, terms
conditions of employment, and wages and hours. fib@® set forth on Schedule 3.19 hereto, thera@aharges of employment
discrimination or unfair labor practices, nor drere any strikes, slowdowns, stoppages of worlangrother concerted interference with
normal operations existing, pending, or to the béste Principal Sellers' Knowledge, threatenealiagf or involving the Company. To the
best of the Principal Sellers' Knowledge, no questioncerning representation exists respectingitip@oyees of the Company. There are no
grievances, complaints or charges that have b&shdi, to the best of the Principal Sellers' Knedge, threatened against the Company
under any dispute resolution procedure (including,not limited to, any proceedings under any dispasolution procedure under any
collective bargaining agreement) that if decidedeasely to the Company would be reasonably likeljzave a Material Adverse Effect, and
no claim therefor has been asserted. Except dsriein Schedule 3.19, no collective bargainingeggnents are in effect or are currently
being or are about to be negotiated by the CompEmy.Company is, and at all times since Novemb&©86 has been, in compliance in all
material respects with the requirements of the Ignation Reform Control Act of 1986. There are naraes pending with respect to
(including, without limitation, resignation of) tleenior management or key supervisory personntbleo€ompany nor has the Company
received any notice or information concerning argspective change with respect to the senior manageor key supervisory personnel of
the Company.

Section 3.20. Employee Benefit Plans.

(a) Schedule 3.20 sets forth a list of every Emgdolrogram that has been maintained by the Congiaaryy time during the three-year
period ending on the date hereof.

(b) Each Employee Program which has been maintdigede Company and which has at any time beendiete to qualify under section 401
(a) or 501(c)(9) of the Code has received a faverdbtermination or approval letter from the IR§ameling its qualification under such
section and has, in fact, been operated in accoedaith the applicable section of the Code fromdfiective date of such Employee Program
through and including the Closing (or, if earlitre date that all of such Employee Program's asssis distributed). Except as set forth in
Schedule 3.20, no event or omission has occurréchwiould cause any such Employee Program to tssguilification under the applicable
Code section.

(c) Except as set forth in Schedule 3.20, the Camas complied in all material respects with aaw applicable to it with respect to the
Employee Programs that have been maintained bgdngpany. Except as set forth in Schedule 3.20, regpect to any Employee Program
now or heretofore maintained by the Company, theseoccurred no "prohibited transaction" as defineskction 406 of the Employee
Retirement Income Security Act of 1974, as amer{tleRISA"), or section 4975 of the Code, or breathmy duty under ERISA or other
applicable law (including, without limitation, amgalth care continuation requirements or any offlagrlaw requirements, or conditions to
favorable tax treatment, applicable to such plamijch could result, directly or indirectly (inclulj, without limitation, through any obligati
of indemnification or contribution), in any Taxggnalties or other liability to the Company or &ffiliate. No litigation, arbitration, or
governmental administrative proceeding (or invedtan) or other proceeding (other than those medgtid routine claims for benefits) is
pending or, to the best of the Principal SellersbWledge, threatened with respect to any such Eyepl®rogram.

(d) Except as set forth on Schedule 3.20, neiteCtompany nor any Affiliate has incurred any temation liability under Title IV of ERISA
which will not be paid in full prior to the Closin@here has been no "accumulated funding deficiefwliether or not waived) with respect
any Employee Program ever maintained by the Compaayy Affiliate and subject to Code section 41 ZERISA section 302. Except as set
forth on Schedule 3.20, with respect to any Emptdyeogram maintained by the Company or any Aféliand subject to Title IV of ERISA,
there has been no (nor will there be any as atrestite transaction contemplated by this Agreein@ntreportable event," within the
meaning of ERISA section 4043, or the regulatitrese¢under (for which the notice requirement iswaived under 29 C.F.R. Part 2615) or
(i) event or condition which presents a materisk i0f plan termination or any other event that mayise the Company or any Affiliate to
incur liability or have a lien imposed on its assaender Title IV of ERISA. All payments and/or cobtitions required to have been made
(under the provisions of any agreements or otheegong documents or applicable law) with respedlt Employee Programs ever
maintained by the Company or any Affiliate, for pdiriods prior to the Closing, either have beeneradthave been accrued (and all such
unpaid but accrued amounts are described on Seh8d20). Except as set forth on Schedule 3.20f tieedClosing Date, no Employee
Program maintained by the Company or any Affiliate subject to Title IV of ERISA (other than a Matthployer Plan) will have any
"unfunded benefit liability" within the meaning BRISA section 4001(a)(18). With respect to eachtMuiployer Plan maintained by the
Company or any Affiliate, Schedule 3.20 statesetsttmated amount of withdrawal liability, as detared in good faith by the Sellers after
consultation with the plan administrator therebgttwould be incurred by the Company or such Aftdiif there were a cessation of
operations or of the obligation to contribute talsplan as of the Closing Date. None of the Empmdymgrams ever maintained by the
Company or any Affiliate has ever provided healhecor any other non-pension benefits to any engglewfter their employment was
terminated (other than as required by part 6 ofitelB of title | of ERISA) or has ever promisea provide such post-termination benefits.

(e) The representations made in Subsections (g)clband (d) with respect to any MultiemployeaiPbre made to the best of the Principal
Sellers' Knowledge only, unless otherwise spedifigarovided therein.

(f) With respect to each Employee Program mainthimethe Company within the three years precediegiate hereof (other than a
Multiemployer Plan), complete and correct copietheffollowing documents (if applicable to such Hoyee Program) have previously been
delivered or made available to the Buyer: (i) @tdments embodying or governing such Employee Brogand any funding medium for the
Employee Program (including, without limitationy$t agreements) as they may have been amendesl datih hereof; (ii) the most recent |
determination or approval letter with respect torsEmployee Program under Code section 401 or }®)(@nd any applications for
determination or approval subsequently filed with IRS; (iii) the three most recently filed IRS Far5500, with all applicable schedules



accountants' opinions attached thereto; (iv) tmemsary plan description for such Employee Progranoter descriptions of such Employee
Program provided to employees) and all modificatitrereto; and (v) any insurance policy (includamy fiduciary liability insurance policy)
related to such Employee Program. With respectith £mployee Program maintained by the Companyiwikia Multiemployer Plan,
complete and correct copies of the following docntadave been previously been delivered or madiabiato the Buyer: (i) any
participation, adoption or other agreement relatimthe Company's participation in or contributiomder such Plan and (ii) any material
correspondence or reports relating to such Plagived by the Company within the last three years.

(9) Except as set forth on Schedule 3.20 and exXoepinion plans to which the Company makes coutiilms, each Employee Program
maintained by the Company as of the date hereafbgect to termination by the Board of Directorghed Company without any further
liability or obligation on the part of the Compatoymake further contributions to any trust mainggiminder any such Employee Program
following such termination.

(h) For purposes of this section 3.20:

() "Employee Program" means (A) all employee bam#ans within the meaning of ERISA section 3(@gluding, but not limited to,

multiple employer welfare arrangements (within theaning of ERISA section 3(40)), plans to which entbran one unaffiliated employer
contributes and employee benefit plans (such &idgoror excess benefit plans) which are not sulbjeERISA; and (B) all stock option plai
bonus or incentive award plans, severance payipslar agreements, deferred compensation agreemepigemental income arrangements,
vacation plans, and all other employee benefitqlagreements, and arrangements not described ab@ve. In the case of an Employee
Program funded through an organization describétbide section 501(c)(9), each reference to suchd@me Program shall include a
reference to such organization;

(i) An entity "maintains" an Employee Programiich entity sponsors, contributes to, or providehés promised to provide) benefits under
such Employee Program, or has any obligation (lsgexgent or under applicable law) to contributertprovide benefits under such
Employee Program, or if such Employee Program piesvbenefits to or otherwise covers employeesdaf sutity (or their spouses,
dependents, or beneficiaries);

(iii) An entity is an "Affiliate" of the Company fopurposes of this section 3.20 if it would havereveen considered a single employer with
the Company under ERISA section 4001(b) or pathefsame "controlled group" as the Company for sep of ERISA section 302(d)(8)
(C); and

(iv) "Multiemployer Plan" means a (pension or nanpion) employee benefit plan to which more tham employer contributes and which is
maintained pursuant to one or more collective Hangg agreements.

Section 3.21. Environmental Matters. (a) For puesasf this Agreement, the following terms shalldéve following meanings:

(i) "Environment" shall mean soil (surface and sufece), surface waters and ground waters, amhigrsand any improvements on any real
property. The real property located at 248 Wyantakenue, Wyandanch, New York is hereinafter reféro as the "Premises" and all real
properties owned and/or operated by the Companyanaf its predecessors on or prior to the Cloflatg are hereinafter collectively
referred to as the "Property."

(i) "Environmental Laws" shall mean (a) all fedestate, county and local statutes, laws and ardies, and rules and regulations adopted
pursuant thereto, including, without limitationet@omprehensive Environmental Response, Compensatib Liability Act, as amended, 42
U.S.C. section 9601, et seq.; the Hazardous M#geFransportation Act, as amended, 49 U.S.C. sed@®1 et seq.; the Resource
Conservation and Recovery Act, as amended, 42 Usedion 6901 et seq.; the Federal Water Polluiontrol Act, as amended, 33 U.S.C.
1251 et seq.; the Clean Air Act, as amended, 42QJ). 3101 et seq.; the Toxic Substances Control@#&cgmended, 15 U.S.C. 2601 et seq
New York Environmental Conservation Law; and thedaf Suffolk County (collectively, the "Statutes&lating to the protection of hum
health (except for OSHA) and the Environment, idatg without limitation: all Statutes relating teporting, licensing, permitting,
investigating or remediating emissions, discharggsase or threat of release of any Hazardousridién the Environment or relating to t
manufacture, processing, distribution, use, treatpetorage, disposal, transport or handling ofldayardous Material; and

(b) all federal, state, county and local common tealating to the protection of human health andEhgironment, including, but not limited
to, nuisance and trespass.

(i) "Hazardous Materials" shall mean (a) any togubstance or hazardous waste, substance ondretaterial, or any pollutant or
contaminant; (b) radon gas, asbestos in any forinhwik or could become friable, urea formaldehyateni insulation, petroleum and
petroleum products, transformers or other equipménith contain dielectric fluid containing levelsmolychlorinated biphenyls in excess of
federal, state or local safety guidelines, whiclhere more stringent; (¢) any substance, gas, mbtgrchemical which is included in the
definition of "hazardous substances," "toxic substs," "hazardous materials," "hazardous wastes/bods of similar import under any legal
requirement including but not limited to the Envinsental Laws, and (d) any other chemical, mategis, or substance, the storage, exposure
to or release of which is or may hereafter be fitdnl, limited or regulated by any governmentajoasi-governmental entity having
jurisdiction over the Property or the operationgsidtivity at the Property, or any chemical, malegas or substance that does or may pc
hazard or risk to human health or the Environment.

(iv) "Maintenance Plan" shall mean that certainntemiance plan dated January, 1993, prepared by AKRF with respect to the Premises
identified in such plan as Site-52-006, as may be amended from time to ti



(b) To the best of the Principal Sellers' KnowledgleHazardous Materials transported at the Comigarquest from the Property were
transported by a duly licensed entity.

(c) The Premises are presently classified as as@aite on the New York State Inactive Hazardoasé/List. A complete copy of the
Maintenance Plan which has been approved by the YW State Department of Environmental Conservafthe "NYSDEC") as in effect
at the date hereof is attached hereto as Schediile 3

Section 3.22. Insurance. Schedule 3.22 heretdaisall policies or binders of fire, earthquakability, workmen's compensation, vehicular
or other insurance held by or on behalf of the Canyp including, without limitation, policies covag the years 1991, 1992, and 1993 for
which all premiums due and owing have been paieci§gng the insurer, the policy number or coverirgge number with respect to binders,
and setting forth the deductible and aggregatd tifnany of the insurer's liability thereunder ahd period covered. Such policies and bint
are in full force and effect. The Company is notl&fault with respect to any provision containeatiry such policy or binder and has not
failed to give any notice or present any claim uratey such policy or binder in due and timely fashiThe Company has not received a
notice of cancellation or nonrenewal of any suclicgar binder, and no Principal Seller has any Wiexlge of any state of facts which is
reasonably likely to be the basis for terminatibamy such insurance.

Section 3.23. Operations of the Company. Excepeaforth on Schedule 3.23 hereto, since Marci1834, the Company has not:

(i) amended its certificate of incorporation or layvs or merged with or into or consolidated witly ather Person, subdivided or in any way
reclassified any shares of its capital stock onglea or agreed to change in any manner the rigdlits outstanding capital stock or the
character of its business;

(i) issued, sold, purchased or redeemed, or eshiate any contracts or other agreements to issele,purchase or redeem, any shares of its
capital stock or any options, warrants, convertdrslexchangeable securities, subscriptions, rifihtsuding preemptive rights), stock
appreciation rights, calls or commitments of angreleter whatsoever relating to its capital stock;

(i) entered into any contract or other agreenwitih any labor union or association representing @mployee; or adopted, entered into or
amended any employee benefit plan or made any eharthe actuarial methods or assumptions useanidifig any defined benefit pension
plan, or made any change in the assumptions asrfaosed in determining benefit equivalencies tineder;

(iv) declared, set aside or paid any dividendsemlated, set aside or made any distributions ofkémy to its shareholders, or made any direct
or indirect redemption, retirement, purchase oep#tquisition of any shares of its capital stock;

(v) adopted a plan of liquidation or resolutions\pding for the liquidation, dissolution, mergegnsolidation or other reorganization of the
Company;

(vi) made any change in its accounting methodsciples or practices or made any change in degieciar amortization policies or rates
adopted by it, except insofar as may have beeriregiby a change in generally accepted accountimgiples, including, without limitation,
any change in its methods, principles or practiegarding reserves or accruals;

(vii) revalued any portion of its assets, propeartie businesses including, without limitation, amyte-down of the value of inventory or other
assets or any write-off of notes or accounts red#ersother than in the ordinary course of busiiressmanner consistent with past practice;

(viii) incurred any indebtedness except in the wady course of business or become subject to amgase in its obligations as a guarantor or
otherwise become contingently, as a guarantorteratise, liable with respect to the obligation®tifers; or cancelled any material debt or
claim owing to, or waived any material right ofet@ompany;

(ix) suffered any damage, destruction or loss, tmaedr not covered by insurance, affecting anyheffroperties, assets or business of the
Company which is reasonably likely to have a Matetidverse Effect;

(x) made any wage or salary increase or bonusicoease in any other direct or indirect compensafir or to any of its officers, directors,
employees, consultants or agents or any accrualfoontract or other agreement to make or pagdinee, other than customary merit
increases made in the ordinary course of busimeasranner consistent with past practice, or edtete any employment agreement, or any
amendment to any such existing agreement, witho#figer, director or employer of the Company;

(xi) incurred any obligation or liability to any dfie Company's officers, directors, stockholdersmployees, or made any loans or advances
to any of the Company's officers, directors, statétbrs or employees, except normal compensatiomraes and expense allowances pa

to officers or employees or otherwise engaged ynteansaction with affiliates other than transaasiovith Jamaica Manufacturing (Canada)
Ltd. in the ordinary course of business;

(xii) made any payment or commitment to pay sevegan termination pay to any of its officers, dimgs, or executive employees;

(xiii) purchased any capital asset for an amourxicess of $25,000, or except for Tangible Propaetyired in the ordinary course



business in a manner consistent with past practiegle any acquisition of all or any part of theetéssproperties, capital stock or business of
any other Person;

(xiv) entered into any lease (as lessor or lessa€gpt for immaterial equipment leases in ther@andi course of business consistent with past
practice; sold, abandoned or made any other digposif any of its assets or properties necessatlyeé conduct of its business; granted or
suffered any Lien on any of its assets or propgrégcept in the ordinary course of its businestered into or amended any contract or other
agreement to which it is a party or by or to whitcbr its assets, properties or businesses arethousubject, except in the ordinary course of
business in a manner consistent with past praaiggyrsuant to which it agrees to indemnify angsBe or to refrain from competing with

any Person;

(xv) entered into any other material transactidreothan transactions in the ordinary course oiness including, without limitation, entering
into any agreement with Retail Products Marketiegviees or any of its principals, including John@¥ieco; or

(xvi) agreed to do any of the foregoing.

Section 3.24. No Broker. No broker, finder, agaengimilar intermediary has acted for or on behélhe Company or any of the Sellers in
connection with this Agreement or the transactiootemplated hereby, and no broker, finder, agesinoilar intermediary is entitled to any
broker's, finder's or similar fee or other comnuassin connection therewith based on any contractteer agreement with the Company or
of the Sellers or any action taken by the Compargny of the Sellers; provided, however, that teeBs have utilized the services of TM
Capital Corp. and will be solely responsible fog fees and expenses of such firm.

Section 3.25. Banking Relations. All of the arramgats which the Company has with any banking umstih are described in Schedule 3.25,
indicating with respect to each of such arrangemthd type of arrangement maintained (such as aigelkccount, borrowing arrangements,
safe deposit box, etc.) and the Person or Persgheri&ed in respect thereof.

Section 3.26. Transactions with Interested Perdbxsept as set forth in Schedule 3.26, none oCbiapany, any Seller, or any officer or
director of the Company owns directly or indireatly an individual or joint basis any material itglrin, or serves as an officer or director or
in another similar capacity of, any competitor opglier of the Company or any organization whick hanaterial contract or arrangement
with the Company.

Section 3.27. List of Certain Employees.

(a) Schedule 3.27 contains a true and completeflisl current directors and officers of the Compand a list of all managers, employees
and consultants of the Company who, individualgyénreceived or are scheduled to receive from tiragany for the fiscal year of the
Company ending December 31, 1994, an annual sal&%0,000 or more (excluding bonuses and othempersation). In each case Schec
3.27 includes the current job title and aggregateual salary of each such individual.

Section 3.28. Customers and Distributors. ScheBl@lg contains a true and complete list of any eustorepresentative or distributor
(whether pursuant to a commission, royalty or olreingement) who accounted for more than 2% of#hes of the Company for the twelve
months ended December 31, 1993 or the six monithsdeas of the Balance Sheet Date (collectively; €hestomers and Distributors"). The
relationships of the Company with the Customersthrdistributors are good commercial working rielaships. Except as set forth in
Schedule 3.28, no Customer or Distributor has ditter otherwise terminated its relationship witte Company, or has during the last
twelve months decreased materially its servicggplges or materials to the Company or its usageuochase of the services or products o
Company. No Customer or Distributor has, to the b&the Principal Sellers' Knowledge, any planrtention to terminate, to cancel or
otherwise materially and adversely modify its nelaship with the Company or to decrease materi@ilymit its services, supplies or
materials to the Company or its usage, purchaséstiibution of the services or products of the Qamy.

Section 3.29. No Government Contracts. The Commnypt a party to any contract or subcontract @ity agency of the United States
Government. The Company has not been suspendexbarrdd from bidding on, or receiving contractsuscontracts from, any agency of
the United States Government.

Section 3.30. Backlog. As of July 22, 1994, the @any has a backlog of firm orders for the saleeasé of products or services, for which
revenues have not been recognized by the Comparsgtdorth in Schedule 3.30.

Section 3.31. Warranty and Related Matters. Thexaa existing or, to the best of the Principal&sl Knowledge, threatened product
liability, warranty or other similar claims agailke Company for products or services that areatigfeor fail to meet any product or service
warranties except as disclosed in Schedule 3.3tdefhere are no statements, citations, correguedor decisions by any government or
political subdivision thereof, whether federal tsfdocal or foreign, or any agency or instrumetyaif any such government or political
subdivision, or any court or arbitrator (collectiye'Governmental Bodies") stating that any prodwemnufactured, marketed or distributed at
any time by the Company (the "Company Productstfefective or unsafe or fails to meet any produatranty or any standards promulgated
by any such Governmental Body. Except as set fmmtBchedule 3.31, there have been no recalls atdgrany such Governmental Body
with respect to any Company Product. To the bett@Principal Sellers' Knowledge, there exists@jact relating to any Company Prod
that may impose upon the Company a duty to recgliGompany Product or a duty to warn customersdsgfact in any Company Product,
(b) no latent or overt design, manufacturing orottiefect in any Company Product, or (c) no matéahility for warranty or other claims ¢



returns with respect to any Company Product exicethte ordinary course of business consistent thighpast experience of the Company for
such kind of claims and liabilities. No claim haeb asserted against the Company for renegotiatiany business, including, without
limitation, a price redetermination in any mateaaiount, and, to the best of the Principal Sellénswledge, there are no facts upon which
any such claim could be based.

Section 3.32. Disclosure. To the best of the PpimicBellers’ Knowledge, the representations andantes contained in this Agreement do
not contain any untrue statement with respecteditlsiness heretofore conducted by the Companyd@anat omit to state a fact with respect
to the business heretofore conducted by the Compeaujired to be stated therein or necessary inr dod@ake such representations and
warranties not misleading in light of the circunmstas under which they were made, which misstategremtnission could reasonably
foreseeably result in a Material Adverse Effechéstthan any Material Adverse Effect resulting froomditions prevailing in the economy or
the U.S. plumbing products industry generally). fEh&re no facts known to the Principal Sellers Whigsofar as can reasonably be foreseen,
may in the future have a Material Adverse Effethéo than any Material Adverse Effect resultingniroonditions prevailing in the economy
or the U.S. plumbing products industry generallfijick have not been specifically disclosed hereimar Schedule furnished herewith.

Article IV

INDIVIDUAL REPRESENTATIONS AND WARRANTIES
OF EACH OF THE SELLERS

Each of the Sellers severally as to himself, hémdtself represents and warrants to the Buydpksws:

Section 4.1. Title to Shares. Such Seller is thectirecord and beneficial owner of the Share$os#t opposite such Seller's name on Exhibit
1.1 hereto, free and clear of any Lien, and, upaivery of and payment for such Shares as herawiged, the Buyer will acquire good and
valid title thereto, free and clear of any Lien amthout any restrictive legend except with resgeapplicable securities laws.

Section 4.2. Authority Relative to this Agreemesuich Seller has the full legal right and power alh@uthority and approval required to el
into, execute and deliver this Agreement and edicbragreement or instrument entered into or tertiered into in connection herewith to
which such Seller is a party, and to perform fglich Seller's obligations hereunder and thereufither execution and delivery of this
Agreement and each such other instrument and tiigucamation of the transactions contemplated henalsg been duly authorized by the
trustees of llene's Trust, Staci's Trust and JdsHuast (collectively, the "Trustees") and no othmceedings on the part of the Trustees are
necessary to authorize the execution, deliverypartbrmance of this Agreement and each such otis¢étuiment and the consummation of the
transactions contemplated hereby and thereby.Agnisement and each such other instrument have didgrexecuted and delivered by such
Seller and this Agreement constitutes the validlginding obligation of each such Seller enforceagjainst such Seller in accordance witl
terms, subject to the laws of general applicatedating to bankruptcy, insolvency and the relietiebtors and rules and laws governing
specific performance, injunctive relief and othquigable remedies.

Section 4.3. Absence of Conflicts. The executialivéry and performance by such Seller of this Agnent and each such other agreement,
document and instrument: (i) does not and willwiotate any provision of such Seller's declaratbtrust, if applicable; (ii) does not and w
not violate any statutes, laws, rules and reguiatishich are applicable to such Seller or anyfaspective assets, properties or businesses,
including such Seller's Shares, or violate any joelgt, ruling, order, writ, injunction, award, degrstatute, law, ordinance, code, rule or
regulation of any court or foreign, federal, statnty or local government or any other governmlenégulatory or administrative agency or
authority which is applicable to such Seller or afijts respective assets, properties or businessgading such Seller's Shares; and (iii)
except as set forth on Schedule 4.3, does not dhdotresult in a breach of, constitute a defaultier, accelerate any obligation under, or
give rise to a right of termination of any indemtur loan or credit agreement or any other agregroentract, instrument, Lien, lease, permit,
authorization, order, writ, judgment, injunctiorgadee, determination or arbitration award to wiiabh Seller is a party or by which the
property of such Seller is bound or affected, suliin the creation or imposition of any Lien anyaof the assets of such Seller, including
such Seller's Shares.

Article V
REPRESENTATIONS AND WARRANTIES OF THE BUYER
The Buyer represents and warrants to the Selldidlaw/s:

Section 5.1. Organization. The Buyer is a corporatiuly organized, validly existing and in goodnstimg under the laws of the State of
Delaware, and has the requisite corporate powetaamfdl authority to own, lease and operate itetsproperties and business and to carry
on its business as it is now being conducted.

Section 5.2. Authority Relative to this Agreemértie Buyer has full corporate power and authoritgriter into this Agreement and any
agreement, document and instrument executed aia il or to be executed and delivered by it purst@or as contemplated by this
Agreement and to comply with its obligations he@emand thereunder. The execution, delivery anfbpaance by the Buyer of this
Agreement and each such other agreement, documeémstrument have been duly authorized by all ssaey action of the Buyer and its
stockholders and no other action on the part oBllnger or its stockholders is required in connattiverewith. This Agreement and each
agreement, document and instrument executed aneidal or to be executed and delivered by the Bpyesuant to or as contemplated



this Agreement constitutes or will when executed delivered constitute, a valid and binding obligatof the Buyer, enforceable in
accordance with its terms, subject to the lawsenfegal application relating to bankruptcy, insolweand the relief of debtors and rules and
laws governing specific performance, injunctivéeleand other equitable remedies.

Section 5.3. Certificate of Incorporation and Byalsa Copies of the certificate of incorporation daydlaws of the Buyer and all amendments
to each have heretofore been delivered to therSelled such copies are true, complete and accurate.

Section 5.4. Absence of Conflicts. The executialivéry and performance by the Buyer of this Agreatrand each such other agreement,
document and instrument: (i) do not and will natlate any provision of the certificate of incorpiwa or by-laws of the Buyer;

(i) do not and will not violate any statutes, lawsles and regulations which are applicable tawdgyer or any of its assets, properties or
businesses or violate any judgment, ruling, ordeit, injunction, award, decree, statute, law, nedice, code, rule or regulation of any court
or foreign, federal, state, county or local goveentror any other governmental, regulatory or adstiative agency or authority which is
applicable to such Buyer or any of its assets, gntigs or businesses; and

(iii) do not and will not result in a breach of rstitute a default under, accelerate any obligatiotker, or give rise to a right of termination of
any indenture or loan or credit agreement or ahgroagreement, contract, instrument, Lien, perawithorization, order, writ, judgment,
injunction, decree, determination or arbitratioraasy whether written or oral, to which the Buyeaiparty or by which the property of the
Buyer is bound or affected, or result in the ci@abr imposition of any Lien on any of the assétthe Buyer.

Section 5.5. No Broker. No broker, finder, agensianilar intermediary has acted for or on behalfhaf Buyer in connection with this
Agreement or the transactions contemplated hewly no broker, finder, agent or similar intermegliarentitled to any broker's, finder's, or
similar fee or other commission in connection theétle based on any contract or other agreement tivétBuyer or any action taken by the
Buyer.

Section 5.6. Absence of Litigation. There is nigdtion or proceeding, in law or in equity, andrthare no proceedings or governmental
investigations before any commission or other adstrtive authority pending, or, to the best of By Knowledge, threatened, against
Buyer or the transactions contemplated hereby @reby timely performance by Buyer according totdrens of this Agreement may be
prohibited, prevented or delayed.

Section 5.7. Purchase for Investment. The Buyen@esledges that the Shares have not been registadst the Securities Act of 1933, as
amended (the "Securities Act"), or under applicaldge securities laws and that the Shares magensold, transferred, offered for sale,
pledged, hypothecated or otherwise disposed ofowithegistration under the Securities Act and gipliaable state securities laws, except
pursuant to an exception from such registrationlawi@ under the Securities Act and applicableessaicurities laws. The Buyer is purchasing
the Shares solely for investment with no presetenition to distribute any of the Shares to any &ers

Section 5.8. Governmental Approvals. Other thatoimnection, or in compliance, with the provisiofishe HSR Act or as set forth in
Schedule 5.8, no notice to, filing or registratigith, or Permits of any foreign, federal, stateymty or local government or any other
governmental, regulatory or administrative agencguhority are necessary for the consummatiohefitansactions contemplated hereby.

Article VI
COVENANTS AND AGREEMENTS

Section 6.1. Insurance. From and after the CloBiatg until the date 18 months thereafter and pexlithat such policies are commercially
available, the Buyer shall or shall cause the Campa maintain in full force and effect liabilitpsurance providing the Company with
substantially similar coverage as the liabilityipi@s specified on Schedule 3.22 including wittpezt to products manufactured or sold by
Company prior to the Closing. In the event that amgh policy is not commercially available, the Bughall promptly provide written notice
to the Representatives.

Section 6.2. Payment of Debt, etc.

(a) At the Closing, each Seller and any affiliateach Seller including, but not limited to, HM adllpay to the Company any amounts owed
by such Person to the Company net of any amoungsl davthem by the Company. The Sellers have deli/&y the Buyer on the date hereof
Schedule 6.2 setting forth all such amounts owdéiichvSchedule they represent to be accurate angletenAny amounts paid hereunder
shall be in immediately available funds.

(b) At the Closing, Harry, or his designee, mayuaathe Company's interest in Guardian Life Inageapolicies 2583480 and 2650931
("Harry's Policies") free and clear of any Lien®aogpayment to the Company of the cash surrendeeal Harry's Policies as of the Closing
Date. Upon such payment, the Company shall takeevbaaction is hecessary to assign all the righkarry's Policies to Harry, or his
designee, and deliver physical possession of HaRgficies to Harry or his designee.

(c) At the Closing, the Company shall pay $328,2@70 Innovative Computer in satisfaction of thé ineercompany payables due and ow
between the Company and Innovative Computer.

(d) At the Closing, the Company shall pay all ameuhy reducing the purchase price as provide@dtian 1.2(b), previously paid by tl



Company with respect to the car provided by the gaimy to Rosewitha Lipman, and any financing arremeygs with respect to such car
shall be terminated or assigned to Harry or higgthe®, with all amounts due and payable in conardtierewith being paid by Harry.

(e) If any indebtedness of the Company describétim 11 of Schedule 3.11 (the "Bank Indebtednestsd)l become subject to default solely
as a result of the transactions contemplated hdeguhereby resulting in acceleration thereof lgylénders, the Buyer shall cause such Bank
Indebtedness to be paid. Any such default or acaiide shall not be deemed to constitute a bre&elrepresentation, warranty, covenant or
agreement by any Seller hereunder, it being theessgntention of the parties hereto that obtaitiiregconsent of either The Chase Manhe
Bank, N.A. or National Bank Westminster U.S.A. tmtinue such Bank Indebtedness following the Clpsinall not be a condition to any
parties' obligations hereunder and that all resipditg and liability for a default including repayent of such Bank Indebtedness (including
prepayment penalties, if any) in whole or in palsbe the obligations of the Company and notef$ellers.

Section 6.3. New York State Filings. The Repregems and the Buyer shall timely and promptly makdilings that are necessary to obtain
from the New York State tax authorities a Form T@2;5Tentative Assessment setting forth the amatiathy, of the New York State Real
Property Transfer Gains Tax liability due with respto the sale of the Shares by the Sellers.

Section 6.4. Further Assurances. In addition taaitteons, contracts and other agreements and dottsrard other papers specifically
required to be taken or delivered pursuant toAlgiseement, each of the parties hereto shall exesude contracts and other agreements and
documents and other papers and take such furtiena@s may be reasonably required or desiraldary out the provisions hereof and the
transactions contemplated hereby.

Section 6.5. No Section 338 Election. Buyer shallmake an election pursuant to section 338 oCtbée or corresponding provision of state
or local law with respect to the acquisition of Bieares.

Section 6.6. Arbitration. Any dispute arising ofioo relating to this Agreement that cannot beleétby good faith negotiation between the
parties shall be submitted by either party to ENEUSE (the "Arbitrator") for final and binding arkdttion in Boston, Massachusetts pursuant
to ENDISPUTE'S Arbitration Rules.

Section 6.7. Tax Refunds and Rebates. In the ¢kkahthe Company receives any refunds or rebat&suxads relating to periods prior to the
Closing Date, the Company shall promptly remit steflinds and rebates to the Representatives.

Section 6.8. Payment of Employee Bonuses. At tlsiGg, the Company shall make a total payment @0 to certain key employees of
the Company in accordance with the written instanst provided to the Buyer by the Representati8esh payment shall be treated as
additional compensation by the Company and theieti employees for Tax purposes. At the Closihg,Buyer shall provide to the
Representatives satisfactory evidence of such patan€he Company shall deduct such payments itathperiod that begins on the day a
the Closing.

Section 6.9. Subsequent Tax Filings.

(&) In anticipation that, upon the acquisitiontof Shares by the Buyer, the Company will be indudehe consolidated federal income tax
return filed by the Buyer affiliated group, Sellstsall, for Federal income tax purposes, prepatefima Federal income tax return for the
Company for the portion of the taxable year endinghe Closing Date (hereinafter, the "Short PeReturn"), together with any tax due.
Such return shall be prepared in a manner consisimprior practice and in accordance with apgile law. Buyer shall have the right to
review such tax return. Buyer shall be responditrigoreparing and filing all of the Company's fealdax returns, with respect to the period
commencing on the date after the Closing.

(b) Buyer shall, at its own expense, prepare atesaind local income Tax Returns for the taxabdeg/eshich end after the Closing Date, in
accordance with applicable law. To the extent suah income tax returns include and reflect a plepitor to the day after the Closing Date,
the Principal Sellers shall be liable for any statd local income Taxes to the extent of the "prigpgccrued” amount of such liability with
respect to the period ending on or before the GtpBiate, less any estimated Tax payments that meade prior to the Closing Date and any
amounts for state and local income Taxes that wexgerly accrued or reflected on the Balance SHéwt.term "properly accrued" for
purposes of this section 6.9(b) means the amoustaté or local income Tax that is deemed to haeeuad as of the Closing Date, and shall
be calculated by utilizing the income and deductimflected on the Short Period Return referrad section 6.9(a), and modified only to the
extent required by state or local tax laws. Thadipal Sellers shall have the right to review ssiete and local Tax Returns.

Section 6.10. Establishment of Pension Plan.

(a) As soon as practicable after the Closing Dxae Principal Sellers agree to cause Innovative [@iger to establish an employee pension
plan (a "New Plan") for the benefit of those actaral former employees of Innovative Computer (lhadvative Participants") who on the
Closing Date are entitled to benefits under theetamindustries, Inc. Pension Plan (the "Pension"Rla&he New Plan shall be substantially
the same in all material respects as the Pensamd in effect on the Closing Date, except tcethiient that any changes are required by the
Internal Revenue Service in order to maintain thali§ication of such plan under Section 401(a)he&f €Code. The New Plan shall grant credit
to the Innovative Participants for all service aodhpensation prior to the Closing Date to the extesdited under the Pension Plan as of the
Closing Date for purposes of determining eligililitesting and benefit accrual. In consideratiotheftransfer of assets described in (b)
below, the New Plan shall assume and dischardibilities and obligations of the Pension Planlienefits in respect of the Innovati



Participants. The costs and expenses with respdicetestablishment of the New Plan shall be theresponsibility of Innovative Computer.

(b) As soon as practicable after the Closing Datkafter the expiration of 30 days following thinfj of Internal Revenue Service Form
5310-A, Buyer shall cause to be transferred forentthstee or other funding medium of the Pensiam R the trustee or other funding
medium of the New Plan a proportionate amount ohd2ension Plan asset, to the extent practicaliielwn the aggregate shall be equal in
value on the date of transfer to the value of thiesion Plan assets that has been determined by8et#igNoble Lowndes to be assets of the
Pension Plan allocable to the Innovative Partidipannsistent with the manner in which such aliocahas been made and reflected in the
Pension Plan's actuarial reports in prior yearsvamdh shall be reviewed by and subject to the enhsf The Wyatt Company, which cons
shall not be unreasonably withheld or delayed. Rtiecipal Sellers shall cause Innovative Compudardoperate with Buyer in the gathering
of the necessary data to be used by The Wyatt Coyripa this purpose. The amount so transferred thadiabilities assumed by the New
Plan, shall be reduced by any distribution or oth@refit payments that are made under the Pen&onvith reference to any Innovative
Participant who retires, dies or otherwise terngndtis service with Sellers after the Closing 2ate before the transfer of assets describi
this section 6.10. Buyer shall cause the benefitreants referred to in the preceding sentence tode from the Pension Plan until the
transfer of assets described in this section éhal eccur.

(c) The Buyer and the Principal Sellers shall takeause to be taken all such action as may bessageto effectuate the transfer to the New
Plan of Pension Plan assets as described in (bpabad to the extent required by applicable I&e&,Buyer and the Principal Sellers shall file
Internal Revenue Service Form 5310-A includingdppropriate actuarial certification provided by §edick Noble Lowndes in respect of
such transfer and take any other actions as magcagred pursuant to section 414(l) of the Code.

Article VI

CONDITIONS PRECEDENT TO
THE OBLIGATION OF THE BUYER TO CLOSE

The obligation of the Buyer to enter into and coatplthe Closing is subject, at its option, to thiélfment on or prior to the Closing Date of
the following conditions, any one or more of whiolay be waived by it in its sole discretion:

Section 7.1. Representations and Covenants. Thesetations and warranties of the Sellers cordaméhis Agreement shall be true,
complete and accurate on and as of the Closing \Bithethe same force and effect as though madendraa of the Closing Date. The Sellers
shall have performed and complied with all coveaantd agreements required by this Agreement teldermed or complied with by the
Sellers on or prior to the Closing Date. The Sslkrall have delivered to the Buyer a certificdtged the Closing Date and signed by the
Representative, to the foregoing effect and statiagall conditions to the Buyer's obligationseéherder have been satisfied or waived.

Section 7.2. Good Standing Certificates. The SeBball have delivered to the Buyer: (i) copieshef certificate of incorporation, including
all amendments thereto, of the Company, certifigthle Secretary of State or other appropriate iaffif its jurisdiction of incorporation of
the Company and (ii) certificates from the SecretdrState or other appropriate official of theigaliction of incorporation to the effect that
the Company is in good standing and subsistingi@h gurisdiction.

Section 7.3. Permits and Approvals. Any and alhiter and other consents set forth on Schedulehal lsave been obtained.

Section 7.4. Legislation. No legislation shall hésezn proposed or enacted, and no statute, lamaorce, code, rule or regulation shall have
been adopted, revised or interpreted, by any ford@peral, state, county or local government gr@her governmental, regulatory or
administrative agency or authority, which woulduieg, upon or as a condition to the acquisitiothef Shares by the Buyer, the divestiture or
cessation of the conduct of any business preseatigucted by the Company and no such divestituocessation shall have been required in
order to satisfy the condition to closing set farttsection 7.10.

Section 7.5. Legal Proceedings. No suit, actiasijt| proceeding or investigation shall have bestitited by or before any court or any
foreign, federal, state, county or local governnardany other governmental, regulatory or admiatste agency or authority seeking to
restrain, prohibit or invalidate the sale of thef&s to the Buyer hereunder or the consummatitimeafransactions contemplated hereby or to
seek damages in connection with such transaction$ich might affect the right of the Buyer to ovaperate or control, after the Closing,
assets, properties and businesses of the Company.

Section 7.6. Stock Certificates. The Sellers dhalle tendered to the Buyer the stock certificateestificates representing all of the Shares in
accordance with section 1.1 hereof, duly endonsddank or with duly executed stock powers attaciregroper form for transfer and with
appropriate transfer stamps, if any, affixed.

Section 7.7. Opinion of Counsel to the Sellers tw@dCompany. The Buyer shall have received therédble opinion of Salamon, Gruber,
Newman, Blaymore & Rothschild, P.C., counsel toGuenpany and the Sellers, dated the Closing Ddti¥eased to the Buyer, in the forn
Exhibit 7.7 hereto.

Section 7.8. Resignation of Directors and Offic@ifse Buyer shall have received the resignatioreditie Closing Date, of those officers and
members of the Board of Directors of the Comparyy #8SC as shall be designated by the Bt



Section 7.9. Employment Agreements. Each of Havlighael and Sidney shall have executed and deliveréhe Company employment
agreements in the form of Exhibits 7.9(a), 7.9¢J &.9(c) hereto, respectively.

Section 7.10. Hart-Scott-Rodino. The waiting pepeécified in the HSR Act, including any extensitimareof, shall have expired or
otherwise terminated, and neither the Buyer noiSthiéers shall be subject to any injunction or terapy restraining order against
consummation of the transactions contemplated lereb

Section 7.11. Real Property Contract. The transasttontemplated by the Real Property Contract Baak been consummated.

Section 7.12. Escrow Agreement. The Escrow Agre¢steadl have been executed and delivered by theeReptatives, the Buyer and the
Escrow Agent.

Avrticle VIII

CONDITIONS PRECEDENT TO
THE OBLIGATION OF THE SELLERS TO CLOSE

The obligation of the Sellers to enter into and ptate the Closing is subject, at the option of Representatives, to the fulfillment on or prior
to the Closing Date of the following conditionsyame or more of which may be waived by the Repredives in their sole discretion:

Section 8.1. Representations and Covenants. Theseqtations and warranties of the Buyer contaiimélais Agreement shall be true,
complete and accurate on and as of the Closing Bithethe same force and effect as though madendraa of the Closing Date. The Buyer
shall have performed and complied with all coveaamd agreements required by this Agreement tetferpned or complied with by it on
prior to the Closing Date. The Buyer shall havevéeed to the Representatives a certificate, déttedClosing Date and signed by an office
the Buyer, to the foregoing effect and stating #ibtonditions to the Sellers' obligations hereamigave been satisfied or waived.

Section 8.2. Governmental Permits and Approvals. &md all Permits and other consents set forthatre&ule 8.2 shall have been obtained.

Section 8.3. Legal Proceedings. No suit, acticaint] proceeding or investigation shall have bestitited before any court or any foreign,
federal, state, county or local government or amgiogovernmental, regulatory or administrativereyeor authority seeking to restrain,
prohibit or invalidate the sale of the Shares wBluyer hereunder or the consummation of the tadioses contemplated hereby or to seek
damages in connection with such transactions.

Section 8.4. Closing Payment. At the Closing, tliyd3 shall have paid the Closing Payment to ther€&smtatives as provided in section 1.2
(©).

Section 8.5. Employment Agreements. The Companly Istiege executed and delivered to each of Harrnghdel and Sidney employment
agreements in the form of Exhibits 7.9(a), 7.9¢J &.9(c) hereto, respectively.

Section 8.6. Opinion of Counsel to the Buyer. Th#e® shall have received the favorable opinioGobdwin, Procter & Hoar, counsel to the
Buyer, dated the Closing Date, addressed to theeReptatives, in the form of Exhibit 8.6 hereto.

Section 8.7. Hart-Scott-Rodino. The waiting perspecified in the HSR Act, including any extensitimsreof, shall have expired or otherwise
terminated, and neither the Buyer nor the Selleadl e subject to any injunction or temporary n@sing order against consummation of the
transactions contemplated hereby.

Section 8.8. Real Property Contract. The transasttmntemplated by the Real Property Contract slaak been consummated.

Section 8.9. Escrow Agreement. The Escrow Agreersiagit have been executed and delivered by theeReptatives, the Buyer and the
Escrow Agent and the Buyer shall have made theolssBrayment in accordance with section 1.2(d).

Section 8.10. Good Standing Certificate. The Byl have delivered to the Representatives: (jeof the certificate of incorporation,
including all amendments thereto, of the Buyertified by the Secretary of State or other apprdprédficial of its jurisdiction of
incorporation, and (ii) certificates from the Seaarg of State or other appropriate official of syghsdiction of incorporation to the effect that
the Buyer is in good standing and subsisting irhgudsdiction.

Section 8.11. Harry's Policies. At the Closing, @@mpany shall have assigned, if so elected byyHaltrits right, title and interest in and to
Harry's Policies free and clear of all Liens to ifaor his designee, provided, however, that the gaomy shall be paid the cash surrender v
thereof as of the Closing Date.

Section 8.12. Guaranty Agreement. The Guaranty &gsnt shall have been executed and delivered b@tlaeantor to the Seller



Article IX
INDEMNIFICATION

Section 9.1. Survival. The representations andamdigs in Articles Il and IV as of the date her@afeach case as qualified in the Schedules)
are the only representations and warranties madedb8ellers to the Buyer with respect to the shlbe Shares. The representations and
warranties in Article V as of the date hereof (atle case as qualified in the Schedules) are thereptesentations and warranties made b
Buyer to the Sellers with respect to the purchdsbeoShares. All representations, warranties,exgemts, covenants and obligations herein
shall survive the Closing until their respectivepieation pursuant to sections 9.3(c), 9.5(b), 9.842(f) or 9.2(g) and shall not merge into the
performance of any obligation by any party heretgardless of any investigation except as providate last sentence of this section 9.1.
Anything contained herein to the contrary notwidimgting, no party hereto may rely on any representar warranty made by another party
herein or in any Schedule if such party had adtoailvledge that such representation or warrantyreasrue, complete and accurate in all
material respects on and as of the date hereofiafBuyer Indemnified Party or Seller IndemnifiedtRahall have any right to
indemnification pursuant to this Article or otheseiwith respect to any such representation or wisrrarovided, however, that nothing in
this section 9.1 shall limit or in any way affesetrights of Buyer Indemnified Parties to indenwafion or reimbursement for Tax, pension or
Environmental Claims as provided in sections 9,4d)(f), 9.2(g) and 9.6, which shall be availabl@accordance with the terms hereof
regardless of any knowledge or investigation of pasty hereto.

Section 9.2. Indemnification by the Principal SedleThe Principal Sellers severally in accordanith the percentages set forth on Schedule
9.2 hereto on behalf of themselves and their réi@esuccessors, executors, administrators, esta@s, assigns and trusts funded with the
proceeds of the Shares shall, subject to sectidarl 9.6, indemnify and hold harmless subsedoehe Closing the Guarantor, the Buyer
and each of their direct or indirect Subsidiariasl(iding the Company after the Closing) and tseitcessors, assigns, officers, directors,
employees and agents (a "Buyer Indemnified Paftgih and against any and all losses, liabiliti¢aings, obligations, damages, deficiencies,
actions, suits, proceedings, demands, assessmaiss, judgments, fines, penalties, costs andresgse(including without limitation the
reasonable fees, disbursements, and expensesmiegts, accountants and consultants) of any kinthture whatsoever (whether or not
arising out of third-party claims and including athounts paid in investigation, defense or settifgroéthe foregoing) other than
consequential damages (except as specifically geoMior to the contrary in section 9.6), which rbaysustained or suffered by any such
Buyer Indemnified Party (a "Loss" or "Losses"), édsipon, arising out of, by reason of or otheninsespect of:

(a) any breach of any representation or warrantyety the Principal Sellers in Article Ill or byyaBeller in Article IV of this Agreement;
(b) any breach of any covenant or agreement madmpseller in this Agreement;

(c) Losses with respect to Taxes of the Compargtuéing any predecessor or affiliate thereof) whielate to periods prior to the Closing
Date, including, but not limited to, the failuretbe Company (i) to pay or adequately accrue fofakes for its fiscal year ended December
31, 1993 and for the fiscal year which will endtba Closing Date and (ii) to make all paymentsstineated Taxes for its fiscal year ended
December 31, 1993 and for the fiscal year whichevitl on the Closing Date which are required tonagle before the Closing Date to avoid
any estimated Tax penalties or interest charges;

(d) liabilities (including, without limitation, (iany and all claims for injury (including deathlaiens for damage, or product liability claims
resulting from products sold or services providgdhie Company prior to the Closing Date, (ii) otpersonal injury or property damage
claims relating to events occurring prior to theshg Date, (iii) amounts due in connection witly &mployee Program maintained or
contributed to by the Company prior to the Clodirage and (iv) Losses relating to the failure of @@mpany to comply with applicable laws
or regulations) relating to activities of the Compar the conduct of its businesses prior to thesidlg Date except for liabilities (1) stated or
adequately reserved against on the Financialsflected in the footnotes thereto, (l1) reflectedtie Schedules to this Agreement or (lIl)
incurred in the ordinary course of the busineshefCompany subsequent to the Balance Sheet Dateraa basis consistent with the terms
of this Agreement;

(e) any fees or expenses (including legal feesaarndunting fees) relating primarily to this Agreerner any transactions contemplated
hereby incurred by the Company prior to the Closprgvided that the Company may accrue non-traitsedtlegal and accounting expenses
of the Company from the Balance Sheet Date throhglilate hereof, provided that in the event of @aayment or accrual of any transactional
fees and expenses, the Representatives shall makgipreimbursement thereof, which reimbursemeal stot be made from the Escrow
Fund. The Buyer shall have the right to audit #gal fees and accounting expenses of the Comparerifg that they are non- transaction
related.

(f) any Losses or Taxes incurred on or prior totSeyper 30, 1997 in connection with or arising dubroresulting from or incident to (i)
claims with respect to benefits under the Penslan fther than claims for benefits in the ordineoyrse pursuant to the Pension Plan) w
relate to acts or omissions occurring prior to@hesing Date,

(i) the submission by the Company of the Pensilam o the Internal Revenue Service requestingttietnternal Revenue Service issue a
favorable determination letter to the effect tlingt Pension Plan is a qualified plan under Sectid{a) of the Code, (iii) any other
determination by the Internal Revenue Servicetti@aPension Plan was not or, but for the paymeahgfsuch amounts, would not be
deemed to be a qualified plan under Section 4Gdf(d)e Code as a result of the terms or operatidheoPension Plan as of or prior to the
Closing Date,

(iv) any other operational or compliance requiretnweith respect to the Pension Plan prior to thes@@ig Date, and (v) a breach of section
hereof; provided, however, that the indemnificatowavided for unde



(i) and (iii) hereof with respect to any settlerhagreed to with the Internal Revenue Service si@ftontingent on the Buyer Indemnified
Parties receiving the consent of the Representativeuch settlement prior to its payment, whichsemt shall not be unreasonably withheld
or delayed; and

(g) any Losses or Taxes relating to any withdrdiaaility actually incurred by the Company on oigorto July 28, 1999 under Title IV of
ERISA with respect to the Local 888 Pension Furhiified on Schedule 3.20; provided, however, titak osses shall be payable under this
section 9.2(g) in excess of the amount of suchdrétival liability if the Company had withdrawn fraime plan on the Closing Date as
provided in writing to the Representatives andGoenpany by the actuary for the plan as decreas#iddt@he original amount thereof on
each anniversary of the Closing Date.

The Company shall control and conduct any procepdinich may give rise to any indemnification punsui® Section 9.2(f) or 9.2(qg),
provided that the Company shall consult with th@feentatives in connection therewith and shallreasonable efforts in good faith to
present any reasonable positions of the Repressrgan connection with any such proceedings.

The rights of Buyer Indemnified Parties to recowmelemnification in respect of any occurrence reféro in clauses (b) through (g) of this
section 9.2 shall not be limited by the fact thattsoccurrence may not constitute an inaccuraoy breach of any representation or warranty
referred to in clause (a) of this section 9.2.

Section 9.3. Limitations on Indemnification by tRgncipal Sellers. The rights of Buyer Indemnifiedrties entitled to indemnification under
this Article 1X shall be limited as follows:

(a) General Threshold. Subject to the exceptionfosth in sections 9.3(d) and 9.6, the Principall&s shall not be obligated to indemnify
Buyer Indemnified Parties except to the extentcilmaulative amount of Losses exceeds Two Hundregl FHousand Dollars ($250,000),
whereupon the amount of all such Losses in exde@ne Hundred Twenty Five Thousand Dollars ($128)Ghall be recoverable in
accordance with the terms hereof.

(b) General Maximum Indemnification. Subject to éxeeptions set forth in section 9.3(d), the PpatBellers shall not be obligated to
indemnify Buyer Indemnified Parties after the cuativle amount of any Loss (including any Loss wigkgect to Environmental Claims
pursuant to section 9.6, but subject to sectio(d¥i) paid by Seller Indemnified Parties to ar behalf of any Buyer Indemnified Parties
under this Agreement exceeds Six Million Seven Hedd-ifty Thousand Dollars ($6,750,000).

(c) Time Limits for Claims. Except as provided gtton 9.6(c) relating to Environmental Claims aedtions 9.2(f) and 9.2(g) relating to
certain pension matters, no claim for indemnificatmay be made by any Buyer Indemnified Party wapect to Losses unless the written
notice required by section 9.8 hereof in respesiuch Losses shall have been received by the Reyatives on a date prior to the date 18
months following the Closing Date; provided, howetbat the limitation of this paragraph (c) shadt apply to Losses described in section
9.3(d), indemnification with respect to which shatpire upon the termination of the applicableugtabf limitations relating to the subject
matter covered by such section; and provided furth@vever, that anything contained herein to thetmrary notwithstanding, if prior to the
applicable date of expiration a specific stateantd$ shall have become known which is reasonatdyylito constitute or give rise to any Loss
as to which indemnity is reasonably likely to bgadale and a Buyer Indemnified Party shall have iyngévzen written notice of such facts to
the Representatives, then the right to indemnificatvith respect thereto shall remain in effectillsuch matter shall have been finally
determined and disposed of, and any indemnificatiomin respect thereof shall have been paid.

(d) Dollar-for-Dollar Claims.

(i) Notwithstanding anything contained herein te ttontrary, Buyer Indemnified Parties shall nosbbject to any limitation, whether
pursuant to this section 9.3 hereof or otherwiad, shall be entitled to dollar-fatellar recovery, in seeking indemnification frone tRrincipa
Sellers with respect to the following:

(1) Losses arising from common law fraud or willlueach (but not as a result of negligence, inadwey or recklessness) on the part of any
Seller;

(2) Losses involving a breach by any Seller of ahthe representations, warranties and covenamisio@d in sections 3.3, 3.23(iv), 3.24 :
4.1,

(3) Losses referred to in sections 9.2(c) or 9;2(edl

(4) Losses for fines or penalties referred to mldst paragraph of
Section 9.6(b).

(i) Indemnification pursuant to this section 9.Béthall not be counted against the maximum ameeirfosth in section 9.3(b), except that the
first $1,500,000 of Losses referred to in secti®{(® shall be so counted.

(ii)indemnification pursuant to sections 9.2(f)da®.2(g) shall not be subject to section 9.3(a)shatl be subject to section 9.3(



Section 9.4. Indemnification by Buyer. The Buyerb@half of itself and its successors and assigals, Subject to sections 9.5 and 9.6,
indemnify and hold harmless subsequent to the @josach Seller and each of their executors, adiraiss, estates, heirs, successors and
assigns, HM and each of its partners, officersagehts (a "Seller Indemnified Party") from and aghany and all losses, liabilities, claims,
obligations, damages, deficiencies, actions, spits;eedings, demands, assessments, orders, jutigifiless, penalties, costs and expenses
(including without limitation the reasonable fedisbursements, and expenses of attorneys, accasiatath consultants) of any kind or nature
whatsoever (whether or not arising out of thirdtpataims and including all amounts paid in invgation, defense or settlement of the
foregoing), other than consequential damages, whigi be sustained or suffered by any such SeltEnmified Party (a "Seller Loss" or
"Seller Losses"), based upon, arising out of, lagoa of or otherwise in respect of:

(a) any breach of any representation or warrantyengy the Buyer in Article V of this Agreement; and
(b) any breach or any covenant or agreement madeebBuyer in this Agreement.

The rights of Seller Indemnified Parties to recaneiemnification in respect of any occurrence neférto in clause (b) of this section 9.4 sl
not be limited by the fact that such occurrence matyconstitute an inaccuracy in or breach of apresentation or warranty referred to in
clause (a) of this section 9.4.

Section 9.5. Limitation on Indemnification by Buy@&he Rights of Seller Indemnified Parties entitledndemnification under this Article 1X
shall be limited as follows:

(a) General Threshold. Subject to the exceptiohfosth in section 9.5(c), the Buyer shall not idigated to indemnify Seller Indemnified
Parties except to the extent the cumulative amotiSeller Losses exceeds Two Hundred Fifty Thoudawmithrs ($250,000), whereupon the
amount of such Seller Losses in excess of One Huan@iwenty Five Thousand Dollars ($125,000) shalido®verable in accordance with the
terms hereof.

(b) Time Limits for Claims. Except as provided gcton 9.6(c) as to Environmental Claims, no cléamindemnification may be made by
any Seller Indemnified Party with respect to Sdllesses unless the written notice required by 8e@i8 hereof in respect of such Seller
Losses shall have been received by the Buyer @teapdtior to the date 18 months following the GigsDate; provided, however, that the
limitation of this paragraph (b) shall not applySeller Losses described in section 9.5(c), ind&oation with respect to which shall expire
upon the termination of the applicable statutarofthtions relating to the subject matter covergdiach section; and provided further,
however, that, anything contained herein to thereoy notwithstanding, if prior to the applicablatd of expiration a specific state of facts
shall have become known which is reasonably likelgonstitute or give rise to any Seller Loss awltich indemnity is reasonably likely to
be payable and a Seller Indemnified Party shalehamely given written notice of such facts to Bgyer, then the right to indemnification
with respect thereto shall remain in effect untitls matter shall have been finally determined dsdased of, and any indemnification due in
respect thereof shall have been paid.

(c) Dollar-for-Dollar Claims. Notwithstanding anytiy herein to the contrary, Seller Indemnified Rarshall not be subject to any limitation,
whether pursuant to this section 9.5 or othervaseé, shall be entitled to dollar-for-dollar recovieiryseeking indemnification from the Buyer
with respect to the following:

(i) Seller Losses arising from common law fraudwitful breach (but not as a result of negligenicadvertency or recklessness) on the pe
the Buyer; and

(i) Seller Losses involving a breach by the Bugkany of its agreements and covenants containeddtion 6.1.
Section 9.6. Responsibility for Environmental Claim

(a) Environmental Claims; Limitations. Anything ¢amed herein to the contrary notwithstandings ithie express intention of the parties that
the allocation of costs and expenses among thepavith respect to Environmental Claims shall beegned exclusively by the express
provisions of this section 9.6. Without limitingetfioregoing sentence, no representation, warrantygnant or agreement in this Agreement
other than the provisions of this section 9.6 shalthe basis for any Seller liability to any Buydemnified Party or for any Buyer liability
any Seller Indemnified Party in respect of any Emwinental Claim.

For the purposes of this section 9.6 only, the tdrass" or "Losses" shall include Losses and Sélesses sustained or suffered by any BI
Indemnified Party or any Seller Indemnified PaFgr the purposes of this Agreement, an "Environade@taim” shall mean any claim for a
Loss, including, for purposes of this section h6/@ny consequential damages, incurred, resutirayising directly or indirectly from the
use, storage, discharge, presence or transportatieach case prior to the Closing Date, of anydt@ous Materials on, in, upon or from any
Property, including, without limitation, any suclds resulting from the transportation or shippifiglazardous Materials from any Property,
or the migration from any Property at any time 0§ #lazardous Materials deposited upon or released &ny Property prior to the Closing
Date, or the violation prior to the Closing Dateaofy Environmental Law (as in effect on or priothie Closing Date).

Further, the term Loss from an Environmental Claiall be deemed to include (in addition to thosm# referred to as a Loss in section 9.2
hereof or as a Seller Loss in section 9.4 heréof)shall not be limited to, remediation, fines gethalties, and any Buyer Indemnified Party
or Seller Indemnified Party may seek to recovetscassociated therewith under the provisions afgbction 9.6. Notwithstanding t



foregoing provisions, any Losses paid or accruphte to the Closing Date (other than Losses refeto in the final paragraph of this section
9.6(a)) by the Company or the Sellers for any Eomnnental Claims shall not be subject to reimbursernethe Seller Indemnified Parties
pursuant to this section 9.6. Losses for Envirortale@laims shall not include any costs and experelasing to:

(i) the operation from and after the Closing Ddtéhe waste water treatment discharge system pilgssxisting on the Premises, including

the various pipes, tanks and leaching pools usdispmse of the Company's waste water, or improwésrteereto not required under
Environmental Laws (as in effect as of the Cloddage), provided, however, that if, as of the Clgddate, the waste water treatment
discharge system and the effluent therefrom arénnodmpliance with applicable laws, including Brovimental Laws, or, independent of
such compliance, the operation or the structutebirty of this system in the ordinary course issiag the release of any contamination onto,
upon or from the Premises, the parties hereby abegeany costs or expenses sustained or incusradhieve such compliance or address any
such release shall be shared on the basis of sex86¢b); or

(i) the fulfillment from and after the Closing Bsbf the Company's obligations and responsibiliieder the Maintenance Plan only with
respect to the monitoring and testing of groundewat those monitoring wells as presently in exiséeon the Premises and the supplying of
testing results from such monitoring wells to théeNDEC, provided, however, that the foregoing exds in this paragraph are not intended
to exclude (from the definition of an Environmen@dhim) a Loss, including, but not limited to, redieion, fines or penalties, incurred,
resulting, or arising from a condition, event orission occurring prior to the Closing Date pursuarthe Maintenance Plan or otherwise.

With respect to the exclusions set forth in subsast(i) and (ii) above, where the cause of anyhdiass cannot be reasonably directly
attributed to the post-Closing Date operation dfilliment, respectively, then for purposes of thexction 9.6, the parties shall assume that the
event occurred prior to the Closing Date.

If and to the extent that an Environmental Claiwoines remediation, wherever reasonably practicabtier the circumstances, the Buyer
shall give the Representatives the reasonable tppty to review and comment upon any agreemerjgsed to be entered into by any
Buyer Indemnified Party in connection with any refia¢ion; provided, however, that the foregoing khat limit any Buyer Indemnified
Party's right to take any action that it deemsarable or the fact that any such amounts shallttotesLosses for the purposes of this section
9.6. For purposes of this section 9.6, the readenabs of any Buyer Indemnified Party's actiondl &lesjudged from the perspective of a
reasonable owner of a business who intends to oMroperate the business for the indefinite fordsledature and not from the perspective
of an indemnitor who may not be responsible fordessincurred after 30 months from the Closing Date.

Notwithstanding any of the foregoing provisionghi section 9.6, the parties hereby agree to reateethose portions of the Premi:
described in an agreed upon preliminary plan ofediation and further agree to the terms of such ptawell as acknowledge that the costs
of such remediation, together with any modificatian additions to the plan of remediation (whichlshe reviewed with the Representatives
as set forth in the immediately preceding paragrapheafter deemed reasonable by any Buyer Indedriffarty, are subject to
indemnification under the terms of this section, ?6luding the limitations set forth in sectior6@) hereof.

(b) Subject to section 9.6(a) hereof, the Princ§ellers, on the one hand, and the Buyer and tingp@ny, on the other hand, shall be
responsible for Losses incurred by any Buyer IndéethParty or Seller Indemnified Party based upaising out of or by reason of other
otherwise in respect of any Environmental Claimghimfollowing amounts: (i) the first $2,400,00sefch Losses shall be payable 50% jointly
and severally by the Buyer and the Company and Bp%e Principal Sellers; (ii) the next $2,600,@Guch Losses shall be payable 62.5%
jointly and severally by the Buyer and the Compang 37.5% by the Principal Sellers; (iii) the negsses until the cumulative amount

any such Losses paid by the Principal Sellers (ematherwise reimbursed by Buyer Indemnified Rartiereunder) under this Agreement
equals $6,750,000 (as reduced by Losses previpasdyby the Principal Sellers pursuant to this éetilX, subject to section 9.3(d) hereof)
shall be payable 75% jointly and severally by thy& and the Company and 25% by the Principal &eléad (iv) the Principal Sellers shall
have no indemnification or other reimbursementgailons under this section 9.6 for any additionaddes from Environmental Claims
incurred by any Buyer Indemnified Party and anytfer Seller Losses from any Environmental Clairmasiot be subject to reimbursement
under the terms of this section 9.6 and each syl bear its own Losses in such cases.

The Buyer or the Company, jointly and severallytlom one hand, and the Principal Sellers, on therdtand, as applicable, shall promptly
reimburse each other for any Losses incurred byBayer Indemnified Party or any Seller Indemniffealrty resulting from any
Environmental Claims to the extent necessary te il effect to the provisions of section 9.6(l)(ii) and (iii), as further contemplated by
sections 9.8 and 9.11 hereof. Anything containedihdo the contrary notwithstanding, any amourgable by the Principal Sellers with
respect to any Losses related to Environmentah@ahall be expressly subject to the limits comtaiim section 9.3(b) but shall not be
subject the limits contained in section 9.3(a) shdll be paid on a several basis as contemplatsekion 9.2.

The parties agree that the costs of any remediafien the Closing Date within the parameters &f &greement, including, but not limited,
remediation mandated by the government or regylatgency thereof, shall be addressed by the inderatibon and reimbursement
provisions of this section 9.6 and not by the ddia dollar indemnification under section 9.3((4) hereof. Notwithstanding the foregoing,
the parties further agree that the Principal Selall pay any penalties or fines assessed bgargrnment or regulatory agency thereof for
non-compliance with, or the lack of timeliness ofrplying with, the reporting, disclosure or anyathequirements of the Maintenance Plan
or applicable laws or regulations, including Enaimeental Laws, in connection with any activity, imting, without limitation, investigation
remediation, conducted prior the Closing Date reigarthe Property and such fines and penalties sbibe considered to be Losses under
this section 9.6. To the extent that any such forgzenalties are assessed against any Buyer InfiethRarty, including the Company, the
Buyer Indemnified Party shall be entitled to reqostech costs dollar for dollar from the Principell&rs pursuant to section 9.3(d)(i)(4)
hereof and such Losses shall not be counted agha$brmula set forth in this section 9.6(b) ahdlsnot be subject to the limits containec



section 9.3(a), 9.3(b) and 9.6(c) hereof.

(c) Time Limits for Claims. No claim for indemnifition or reimbursement may be made by any Buyesrimified Party or Seller

Indemnified Party with respect to Losses for Emvin@ntal Claims unless the written notice requirg@dxction 9.8 hereof in respect of such
Losses shall have been received by the Represergati the Buyer (as the case may be) on a datetprihe date 30 months following the
Closing Date; provided, however, that notwithstagdanything contained herein to the contrary, ibipto the applicable date of expiration an
Environmental Claim shall have been made or ifecHje set of facts shall have become known whickeasonably likely to constitute or g
rise to any Loss as to which indemnity or reimboreet is reasonably likely to be payable undergkigtion 9.6 and a Buyer Indemnified
Party or Seller Indemnified Party shall have giwaitten notice of such Environmental Claims or fati the Representatives or the Buyer (as
the case may be), then the mutual right to indeiatibn or reimbursement with respect thereto steatlain in full force and effect until said
matter shall have been finally determined and disdmf, and any indemnification or reimbursemem ilurespect thereof shall have been
paid.

(d) Covenant not to Sue, etc. The Buyer shall ndtshall use reasonable efforts to cause each Bogemnified Party (including the
Company) not to commence any action against arlgrSatlemnified Party or interplead or implead &wfler Indemnified Party into any
action with respect to any Environmental Claim. Badlers shall not and shall use reasonable effortause each Seller Indemnified Party
not to commence any action against any Buyer IndfgdrParty (including the Company) or interpleadraplead any Buyer Indemnified
Party (including the Company) into any action wigispect to any Environmental Claim. Nothing hesdiall limit any party's right to enforce
its rights under this section 9.6 and any suctoacthall proceed separately from any proceediradingl to any Environmental Claim.

(e) Agreement Controls. The allocation of Lossesmgrthe parties with respect to Environmental Céagontained in section 9.6(b) hereof
shall be governed exclusively by such provisionwihistanding any allocation of such costs and egpsramong the parties that might be
made pursuant to common law, any other Environnhémata or otherwise in the absence of the expressegent contained in this section 9.6

(b).

() Environmental Claims above the Cost Sharingnda. Each party shall bear its own Losses reguftiom any Environmental Claims
incurred by any Buyer Indemnified Party or Selledlémnified Party in excess of the amounts refeiwad sections 9.6(b)(i), (i) and (iii).

Section 9.7. Escrow Fund.

(@) In the event of any Loss, a Buyer Indemnifiadty?shall be required to seek indemnificationeambursement from the Escrow Fund p

to obtaining recovery from any Principal Selleredity, but shall have recourse to the PrincipaleB&ko the extent contemplated herein if and
to the extent the Escrow Fund is insufficient futbyprovide for such claims. The RepresentativesBuyer shall agree to give prompt
direction to the Escrow Agent directing the releainds to satisfy indemnification or reimburserhebligations arising out of this Article

IX.

(b) At such time as the federal and New York STate audits described in Schedule 9.7 are finakbpheed at the administrative level, the
Buyer and the Representatives shall provide prorapite to the Escrow Agent in the form of Exhibitolthe Escrow Agreement directing the
Escrow Agent to distribute to the Representatitiespositive difference, if any, between up to $0,600 of the then existing balance of the
Escrow Fund and the sum of (i) the Losses pamhyf to resolve the specified Tax audits and i) @mounts necessary to cover any pending
claims for indemnification made by any Buyer Indéfned Party pursuant to this Article IX. At suclmt as the Buyer Indemnified Parties'
right to indemnification or reimbursement for Emnmental Claims has expired pursuant to sectioft)).the Buyer and the Representatives
shall provide prompt notice to the Escrow Agenthie form of Exhibit 1 to the Escrow Agreement diieg the Escrow Agent to distribute to
the Representatives the remaining balance, if afihe Escrow Fund, less the amounts necessaver eny pending claims of
indemnification made by any Buyer Indemnified Paatysuant to this Article IX, including any amoustsficient to cover any pending Tax
audit matters not yet resolved. The monies findisgributed to the Representatives hereunder sid@illde any interest or other amounts
earned on the Escrow Fund.

Section 9.8. Notice; Defense of Claims. (a) A Bulyelemnified Party or a Seller Indemnified Partydferred to herein as an "Indemnified
Party." The party providing indemnification to amdemnified Party is referred to herein as an "Inciéying Party." An Indemnified Party
shall give written notice to the Indemnifying Pafand the Escrow Agent, if indemnification is betigimed from the Escrow Fund)
promptly, and in any event not later than 60 Bussrieays after assertion of any written claim by #nind party or the discovery of any facts
upon which an Indemnified Party intends to baskiancfor indemnification or reimbursement pursutinthis Article IX, specifying in
reasonable detail the amount, nature and sourtteaflaim, and including therewith copies of antices or other documents received from
third parties with respect to such claim; providedwever, that failure to give such notice shatllimit the right of an Indemnified Party to
recover indemnity or reimbursement except to theréxhat the Indemnifying Party suffers any matledlamages as a result of such failure.
The Indemnified Party shall also provide the Inddyimg Party with such further information concangiany such claims as the Indemnify
Party may reasonably request by written notice.

(b) Within 30 days after receiving notice of a oidor indemnification or reimbursement, the Indefyinig Party shall, by written notice to t
Indemnified Party (and the Escrow Agent, if indefizaition is being claimed from the Escrow Fund)hei (1) concede or deny liability for
the claim in whole or in part, or (2) in the casaelaim asserted by a third party, advise thatttatters set forth in the notice are, or will be,
subject to contest or legal proceedings not yeilffresolved. If the Indemnifying Party concediability in whole or in part, it shall, within
15 days of such concession, (i) pay the amourttettaim to the Indemnified Party to the extenthef liability conceded and/or (ii) if
indemnification or reimbursement is being claimeahf the Escrow Fund, provide joint notice with thdemnified Party to the Escrow Age



that a payment should be made to the Indemnifiety fam the Escrow Fund indicating the amountwdts distribution. Any such payment
shall be made in immediately available funds et#he amount of such claim so payable. If the indigying Party denies liability in whole
or in part or advises that the matters set fortihé@notice are, or will be, subject to contediegal proceedings not yet finally resolved, then
the Indemnifying Party or the Escrow Agent (asdase may be) shall make no distribution (exceptferamount of any conceded liability
payable as set forth above) until the matter islvesl in accordance with this Agreement.

(c) In the event an indemnification claim relateshy suit, action or proceeding brought by angdtparty against an Indemnified Party, the
Indemnifying Party and the Indemnified Party siale the right, at Indemnifying Party's expenséh wounsel to the mutual satisfaction of
such parties, to jointly control the defense of angh suit, action or proceeding. The IndemnifyRagty shall have no liability for the
Indemnified Parties' legal fees and expenses ¢ilagrthose with respect to the counsel retainddeanutual satisfaction of such parties. The
Indemnifying Party and the Indemnified Party slcalhsult and cooperate in good faith with each ottitir respect to all significant aspects
any such defense. Such cooperation shall inclutiadilbe limited to keeping the other party infochad all material developments with
regard to the defense and providing the other paitty copies of all pleadings and other materiatespondence with respect to any such
defense. No settlement of any action for which md#ication may be payable hereunder shall be métteut the prior written consent of
the Indemnified Party and the Indemnifying Parthjah consent will not be unreasonably withheld eliagled; provided, however, that if any
Indemnified Party refuses or fails to consent py@osed settlement and the matter is thereaftpoded of at a greater cost than would have
resulted if such settlement had been consentede¢dndemnifying Party shall not be responsiblesfach incremental cost. The provisions of
this section 9.8(c) shall not apply to: (i) Tax teed, for which the provisions of section 9.8(dalshpply, (ii) Environmental Claims referred
to in section 9.8(e), and (iii) certain pension tee subject to sections 9.2(f) and 9.2(g).

(d) In the case of any proposed or actual assessvh@&ax liabilities for which any Buyer IndemnifleParty is entitled to indemnification

from the Principal Sellers as provided herein,ddiion to the provisions set forth above in setii®.8(a) and 9.8(b), the Representatives (at
the Principal Sellers' expense) may request tleaCthmpany contest such proposed or actual asseissntea manner directed by the
Representatives (in consultation with the Buyerptigh the administrative review or appeal proceslamailable under the relevant Tax laws
and regulations. If the pursuit of such administetemedies by the Company is unsuccessful, thy@Bshall be entitled to cause the
Company to pay the Tax (and any penalties anddsteand be entitled to indemnification from thanEipal Sellers; provided, however, that
if within ten (10) days of receipt from the Buydrmmtice of its intention to do so, the Represewmgstshall notify the Buyer of its desire to
contest the proposed or assessed Tax deficiertbg icourts, the Principal Sellers shall be entittedo so at the Principal Sellers' expense,
provided (i) there is, in the opinion of the Pripai Sellers' counsel acceptable to the Buyer (ésextdn good faith), a reasonable likelihooc
prevailing on the merits of such proposed or agse$ax deficiency, (ii) the Representatives in gtath diligently contest such proposed or
assessed Tax deficiency and (iii) the Principalégepay (subject to their entitlement to a refifriieir efforts are successful) the deficiency
and any penalties and interest, provided, howekat ,if the Principal Sellers elect to litigate figx controversy in a court in which litigation
of the Tax controversy prior to the payment ofdlsserted Tax liability is possible, then the PpatiSellers shall not be obligated to pay such
Tax until ten (10) days after the filing with theust of the papers necessary to confer jurisdiabiorthe court. The Buyer shall cause the
Company to cooperate with the Representativesuih purposes. The Buyer shall be entitled to pramiptbursement for any out-of-pocket
expenses incurred from time to time by the BuyaherCompany pursuant to this section 9.8(d).

(e) The Company shall control and conduct any gdicey which may give rise to any indemnificatiomguant to section 9.6, subject to the
provisions of section 9.6.

Section 9.9. Characterization of Indemnity Paymehte Buyer and the Sellers agree to treat any paymade by the Principal Sellers un
this Article 1X as an adjustment to the PurchaseePr

Section 9.10. Recoveries. The amount of any Lossfered, sustained, incurred or required to bd pgiany Indemnified Person shall be
reduced by the amount of any insurance proceedstiied amounts paid to the Indemnified Person lyyRerson not a party to this
Agreement. In calculating any Losses for which mdédication is provided under this Article IX orrfavhich the allocation and
reimbursement of Losses is provided under sectiéntBe amount of any such Losses shall be madm @fter-tax basis as defined in section
9.12.

Section 9.11. Payment of Losses. The Indemnifyieig@h shall pay to the Indemnified Person in immtdly available funds the amount of
any Loss to which the Indemnified Person may becentitled by reason of the provisions of this AgitX, such payment to be made within
fifteen

(15) days after such Losses are finally determiitier by mutual agreement of the parties heretbeArbitrator.

Section 9.12. Meaning of After-Tax Basis

(a) For purposes of this Article 1X, all indemniiton payments shall be made on an "after-tax"sitasa Buyer Indemnified Party. For the
purpose of this agreement on an "after-tax basiall e made net of Tax Benefits, which the Buyeteimnified Party has received or will
receive in the taxable year in which the Loss idl paincurred in respect of the Loss giving risestich payment. As used herein, the term
"Tax Benefit" shall mean the Federal, state andlltax savings that have resulted or will resudtfrany tax deduction or tax credit that (i)
Buyer Indemnified Party has claimed or will claias(described in sec- tion 9.12(b)) on a Federte str local income tax return filed for the
tax year of the Company in which the Loss is paithourred and (ii) is directly attributable to $uicoss. The term "Tax Benefit" shall not
include any tax savings attributable to a depramiaimortization or similar deduction attributabdethe required capitalization of a Loss. It
shall be assumed that the Buyer Indemnified Parspbject to the maximum marginal Federal, statidl@eal tax rates for a corporation doi
business in New York, unless the Buyer Indemniftagity's independent certified public accountantifees that such Buyer Indemnifie



Party is subject to a different rate, in which caseh different rate shall apply.

(b) Each Buyer Indemnified Party agrees that it,wil good faith, claim on a current basis all detitins to which it is legally entitled as a
result of a Loss. As used herein "good faith" shradlan the obligation to claim, for Federal, state lmcal income tax purposes, all tax
deductions and tax credits to which the Buyer Inuiéied Party is entitled, and would otherwise reflen an income tax return in a manner
that is consistent with prior practice and in adeoice with applicable law, without regard to thétement of such Buyer Indemnified Party
to any indemnification payment pursuant to the geaiArticle IX. In the event that the Represemtedi assert that the Buyer Indemnified
Party has breached its good faith obligation, icoagdance with this good faith standard, by failiaglaim all tax deductions and tax credits
that are available to the Company, the determinaifovhether the Buyer Indemnified Party has breddts good faith obligation shall be
made by the Arbitrator.

Article X
MISCELLANEOUS

Section 10.1. Certain Definitions. As used in thigeement, the following terms shall have the fellog meanings unless the context
otherwise requires:

(a) "Agreement" means this Stock Purchase Agreement

(b) "Arbitrator" shall have the meaning set fomhsiection 6.6 hereof.

(c) "Balance Sheet Date" shall have the meaninépsttin section 3.6 hereof.
(d) "Balance Sheet" shall have the meaning seh farsection 3.6 hereof.

(e) "Business Day" means each Monday, Tuesday, ¥s&elhty, Thursday and Friday which is not a day iithvbanking institutions in Nass
County, New York, are authorized or obligated by tar executive order to close. Any event the scheztioccurrence of which would fall on
a day which is not a Business Day shall be defasrgilithe next succeeding Business Day.

(f) "Buyer Indemnified Party" shall have the meanget forth in section 9.2 hereof.
(9) "Buyer" means Jameco Acquisition CorporatioDgdaware corporation.

(h) "Closing Date" means the date upon which thesi@h occurs.

(i) "Closing Payment" shall have the meaning sehfm section 1.2(b) hereof.

(j) "Closing" shall mean the closing referred tesaction 2.2 hereof.

(k) "Code" shall mean the Internal Revenue CodE986, as amended.

() "Company" means Jameco Industries, Inc., a Nevk corporation.

(m) "David" means David Chasin, an individual.

(n) "Employee Program" shall have the meaningagh fin section 3.20 hereof.

(o) "Environment" shall have the meaning set fantBection 3.21 hereof.

(p) "Environmental Claim" shall have the meaningfeeh in section 9.6(a) hereof.
(q) "Environmental Laws" shall have the meaningfedh in section 3.21 hereof.
(r) "Escrow Agent" shall have the meaning set famtkection 1.2(d) hereof.

(s) "Escrow Agreement" shall have the meaningah fin section 1.2(d) hereof.
(t) "Escrow Fund" shall have the meaning set farthection 1.2(d) hereof.

(u) "Escrow Payment" shall have the meaning s¢h fiorsection 1.2(b) herec



(v) "Ethel" means Ethel S. Lipman, an individual.

(w) "Financials" shall have the meaning set fortlséction 3.6 hereof.

(x) "Guarantor" shall mean Watts Industries, lacQelaware corporation.

(y) "Guaranty Agreement" shall mean the guarantgagent of the Guarantor in the form of Exhibitl1Bereof.
(z) "Gloria" means Gloria Lipman, an individual.

(aa) "Harry's Policies" shall have the meaningaeh in section 6.2(b) hereof.

(ab) "Harry" means Harry Lipman, an individual.

(ac) "Hazardous Material" shall have the meanindath in section 3.21 hereof.

(ad) "HM" shall mean H.M. Realty Co.

(ae) "HSR Act" means the Hart-Scott-Rodino Antitriusprovements Act of 1976, as amended; and thesraihd regulations promulgated
thereunder.

(af) "llene Trust" means the Walter Lipman Trusttiee benefit of llene Burstein, an individual.
(ag) "IRS" shall mean the Internal Revenue Service.

(ah) "JESC" shall mean Jameco Export Sales Coiiparat U.S. Virgin Islands corporation.

(ai) "Joshua Trust" means the Walter Lipman Trastlie benefit of Joshua Burstein, an individual.
(aj) "Innovative Computer" means Innovative Comp@encepts, Inc.

(ak) "Innovative Systems" means Innovative Comp8testems, Inc.

(al) "Kenneth" means Kenneth S. Lipman, an indiaidu

(am) "Knowledge" means, (a) with respect to thedipal Sellers, actual knowledge of any Principalle® after completion of a reasonable
investigation including, but not limited to, dissien and review of this Agreement with Sidney, Jd@hdberg, William Caufield and John A.
Grieco, (b) with respect to any Seller, actual kiealge of such Seller and, (c) with respect to thgeB, actual knowledge of the Buyer or any
director or officer of the Buyer after completiohaoreasonable investigation.

(an) "Lien" means and includes any lien, securitgriest, pledge, charge, option, right of firsusafl, claim, mortgage, lease, easement or any
other encumbrance or charge of any nature whatsoeve

(a0) "Loss" or "Losses" shall have the meaning$ast in section 9.2 hereof as modified by seaiérb and 9.10.
(ap) "Maintenance Plan" shall have the meanindos#t in section 3.21 hereof.

(aqg) "Material Adverse Effect" means, with respecthe Company, any change which, individuallyrothie aggregate, would have an adv
effect material to the businesses, assets, prepedperations, results of operations or condfioancial or otherwise) or prospects of the
Company taken as a whole.

(ar) "Michael" means Michael Lipman, an individual.
(as) "NYSDEC" means New York State Department ofiEsmmental Conservation.
(at) "Permits" shall have the meaning set forteantion 3.5 hereof.

(au) "Person" means any individual, corporatiomegel or limited partnership, firm, joint ventuessociation, enterprise, joint stock
company, trust, unincorporated organization or o#mity.



(av) "Peter" means Peter A. Lipman, an individual.

(aw) "Pension Plan" shall have the meaning selfiorsection 6.10 hereof.

(ax) "Premises" shall have meaning set forth inise@.21(a)(i) hereof.

(ay) "Principal Sellers" means Harry, Michael andl&f.

(az) "Property" shall have the meaning set forthdotion 3.21 hereof.

(ba) "Purchase Price" shall mean the purchase pfi$29,503,030 for the sale of the Shares.

(bb) "Real Property Contract" shall have the megusiet forth in section 10.15 hereof.

(bc) "Representatives” shall have the meaningosthi fn section 2.1 hereof.

(bd) "Securities Act" means the Securities Act 883, as amended.

(be) "Seller Indemnified Party" shall have the niegrset forth in section 9.4 hereof.

(bf) "Seller Loss" or "Seller Losses" shall have theanings set forth in section 9.4 hereof as risatlify section 9.6.
(bg) "Sellers" means Harry, Michael, Walter, SidnBgvid, Kenneth, Peter, Ethel, Gloria, the llemast, the Staci Trust and the Joshua T
(bh) "Shares" shall mean all of the issued andtanting shares of capital stock of the Company aWmethe Sellers.
(bi) "Sidney" means Sidney Greenberg, an individual

(bj) "Staci Trust" means the Walter Lipman Trusttlee benefit of Staci Burstein, an individual.

(bk) "Subsidiary" shall have the meaning set fanteection 3.2 hereof.

(bl) "Tangible Property" means machinery, equipmémhiture, leasehold improvements, fixtures, e, structures, any related capital
items and other tangible property and which isteé@dy the Company as depreciable or amortizalopguty.

(bm) "Tax Return" means all returns, reports, foomsther information required to be filed with,supplied to, any taxing authority (federal,
state, local, foreign or otherwise) with respecaty Taxes.

(bn) "Tax" or "Taxes" means all taxes, estimate@s$acharges, fees, levies or other assessmecitgjiimg, without limitation, all net income,
gross income, gross receipts, sales, use, redtahlarem, value added, transfer, transfer gamsichise, profits, alternative minimum,
license, withholding, employment, payroll, disafyiliexcise, estimated, severance, stamp, occupgiioperty or other taxes, customs, duties,
fees, assessments or charges of any kind whatsaegether with any interest and any penaltiesitas to tax or additional amounts
imposed by any taxing authority (domestic or forgig

(bo) "Tax Benefit" shall have the meaning set fantlsection 9.12 hereof.
(bp) "Walter" means Walter Lipman, an individual.

Section 10.2. Fees and Expenses. Each of the phgreto shall pay its own fees and expenses imicidghe negotiation, preparation and
execution of this Agreement, including the fees axjplenses of any attorneys and accountants rethjnsdch party in connection with the
transactions contemplated hereby, except that timep@ny may bear any of the foregoing expenseseoBtlyer if the transactions
contemplated hereby are consummated and of therSélthe transaction contemplated hereby areaatummated.

Section 10.3. Notices. Any notice or other commatidn required or which may be given hereunder &feain writing and shall be delivered
personally, telecopied, or sent by certified, resgisd, or overnight courier, postage prepaid, ¢éoptirties at the following addresses or at such
other addresses as shall be specified by the pényidike notice, and shall be deemed given whetedivered personally, telecopied, or if
mailed, two days after the date of mailing, asoio:

(i) If to the Buyer, to it at:

Jameco Acquisition Cor|



815 Chestnut Street
North Andover, MA 01845
Attention: President

with a copy to:

Watts Industries, Inc. 815 Chestnut Street Nortd@ver, MA 01845 Attention: Corporate Counsel
with a copy to:

John R. LeClaire, P.C.

Goodwin, Procter & Hoar
Exchange Place
Boston, MA 02109

(i) If to the Representatives, to them at:

Harry Lipman
c/o Jameco Industries, Inc. 248 Wyandanch Avenuandlgnch, New York 11798

Michael Lipman
c/o Jameco Industries, Inc. 248 Wyandanch Avenuanfgnch, New York 11798

with a copy to:
Salamon, Gruber, Newman, Blaymore & Rothschild,.P.C

97 Powerhouse Road, Suite 102
Roslyn Heights, NY 11577
Attention: David Gruber, Esq.

and a copy to:

Battle Fowler
Park Avenue Tower 75 E. 55th Street New York, N¥Y2® Attention: Thomas E. Kruger

Section 10.4. Entire Agreement. This Agreementl@itiog the Exhibits and Schedules hereto and tloeiments referred to herein and
therein), the Escrow Agreement, the Guaranty Agezdrand the Real Property Contract contain theeeatireements among the parties with
respect to the purchase of the Shares and supeiguior contracts and other agreements, writtearal, with respect thereto.

Section 10.5. Waivers and Amendments. This Agre¢mery be amended, modified, superseded, canceleewed or extended, and the
terms and conditions hereof may be waived, onla byritten instrument signed by the parties heretinathe case of a waiver, by the party
waiving compliance. The parties agree that the &aptatives shall have the authority to act onlbehthe Sellers for the purpose of
executing amendments and waivers to this Agreemntlelay on the part of any party in exercising eght, power or privilege hereunder
shall operate as a waiver thereof, nor shall anyavan the part of any party of any right, poweipavilege hereunder, nor any single or
partial exercise of any right, power or privilegeréunder, preclude any other or further exerciseetsf or the exercise of any other right,
power or privilege hereunder. The rights and ree®df any party arising out of or otherwise in extf any inaccuracy in or breach of any
representation or warranty, or any failure to perfer comply with any covenant or agreement, cow@iin this Agreement shall in no way
be limited by the fact that the act, omission, aeuce or other state of facts upon which any clafimny such inaccuracy, breach or failur
based may also be the subject matter of any oémeesentation, warranty, covenant or agreemenatwt in this Agreement (or in any other
agreement between the parties) as to which there isaccuracy, breach or failure.

Section 10.6. Governing Law. This Agreement shalgbverned by, and construed and enforced in agnoedwith and subject to, the laws of
the State of New York applicable to agreements naaudieto be performed entirely within such State.

Section 10.7. Binding Effect; Benefit. This Agrearhehall inure to the benefit of and be bindingmuipiee parties hereto and their respective
successors and permitted assigns, executors, adrators, estates, heirs and trusts. Nothing smAlgreement, expressed or implied, is
intended to confer on any Person other than thiieparereto and any Indemnified Person or thepeesve successors and assigns, any
rights, remedies, obligations or liabilities undeby reason of this Agreement.

Section 10.8. No Assignment. This Agreement isassignable except by operation of I



Section 10.9. Variations in Pronouns. All pronoansg any variations thereof refer to the mascufieminine or neuter, singular or plural, as
the identity of the person or persons may require.

Section 10.10. Counterparts. This Agreement magxeeuted in two or more counterparts, each of whidil be deemed an original but all
of which together shall constitute one and the seasteument.

Section 10.11. Exhibits and Schedules. The Exhimits Schedules to this Agreement are a part offpieement as if set forth in full herein.
Any reference to this Agreement or any provisiorebéshall be deemed to include a reference t&tiedules and Exhibits hereto. The
information included in each Schedule is herebwpiporated by reference into each other Schedultdeso that each representation and
warranty contained herein shall be deemed to tefand incorporate the information contained irSahedules.

Section 10.12. Headings. The headings in this Agesd are for reference purposes only and shalinaty way affect the meaning or
interpretation of this Agreement.

Section 10.13. Severability. If any term, provisiocnovenant or restriction of this Agreement, or aayt thereof, is held by a court of
competent jurisdiction or any foreign, federaltestaounty or local government or any other governtal, regulatory or administrative age
or authority to be invalid, void, unenforceable against public policy for any reason, the remairai¢he terms, provisions, covenants and
restrictions of this Agreement shall remain in folice and effect and shall in no way be affecieghaired or invalidated.

Section 10.14. Access to Books and Records AfeeClosing Date. Until the seventh (7th) anniversdrthe Closing Date, Buyer shall give
to Sellers during normal business hours reasoraadaless to the books, files and records of the Coynpedating solely to their respective
operations prior to the Closing as Sellers shalhftime to time reasonably request, but any aquasssiant to this section 10.14 shall be
conducted in such manner as not to interfere uoredy with the operations of the Company afterGhasing Date. Until the seventh (7th)
anniversary of the Closing Date, prior to destrgyim disposing of such books, files or records, &wghall give thirty (30) days notice to
Sellers of the intended destruction or dispositaord Sellers shall have the right to take possessithe same or make copies of the same at
their expense. Until the seventh (7th) anniversdithe Closing Date, promptly following Buyer's et upon reasonable notice, Sellers will
use reasonable efforts to cause the independdiitatkpublic accountants regularly retained by @@mpany to make available to Buyer for
inspection and copying, copies of all working papand other materials in the possession of suabuatants with respect to the Company,
used in preparing the Financials and Sellers wilkenavailable to Buyer for such purposes all ohquapers and other materials within
Sellers' control.

Section 10.15. Real Property Contract. Simultanlgdwuerewith, the Buyer has entered into a conttagiurchase certain real property ("Real
Property Contract") from HM. A default by eithemfyapursuant to the terms of the Real Property Gattshall be deemed to be a default by
such party under the terms of this Agreement gitinthe non-defaulting party those rights and reesedet forth in this Agreement. Each
Seller hereby acknowledges that pursuant to thé Reaerty Contract, the Buyer is purchasing reapprty from HM, the partners of which
are Harry and Michael, for a cash payment of $51Bam.

Section 10.16. Certain Remedies. If Buyer or arlje6sghould default in the performance of its ohtigns hereunder, the parties hereto
acknowledge that their remedies at law would bdégaate and the Buyer or the Sellers, as applicab#d!, in addition to any other of its
rights and remedies hereunder or otherwise, bdezhtd the remedy of specific performance, andhexdche parties hereto expressly waives
the defense that a remedy in damages will be adequa

IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.
Jameco Acquisition Corp.

By:
Name: David A. Bloss, Sr.
Title: Executive Vice President

Harry Lipman, individually
and as a Representative

Michael Lipman, individually
and as a Representative

Walter Lipman
Sidney Greenberg
David Chasin

Kenneth S. Lipman



Peter A. Lipman
Ethel S. Lipman
Gloria Lipman

Walter Lipman Trust
for the benefit of llene Burstein

By:

Walter Lipman Trust
for the benefit of Staci Burstein

By:

Walter Lipman Trust
for the benefit of Joshua Burstein

By:
Exhibit 1.1
Portion of Port ion of
Closing Payment Purchase Price Total Amount
to be Paid to be Paid to to be Paid
Number to Seller Selle r Placed to Seller
Seller of Shares in Escrow
Harry Lipman 154,324.00 * $12,491,838.15 $1, 858,577.39* $14,350,415.54
Michael Lipman 70,638.50 5,842,325.02 850,723.92 6,693,048.94
Walter Lipman 37,576.75 3,107,874.41 452,549.82 3,560,424.23
Ethel S. Lipman 15,000.00 1,240,610.65 180,650.20 1,421,260.85
Sidney Greenberg 10,945.00 905,232.23 131,814.43 1,037,046.66
David Chasin  6,332.00 523,703.11 76,258.47  599,961.58
Kenneth S. Lipman 5,000.00 413,536.88 60,216.73  473,753.61
Peter Lipman  5,000.00 413,536.88 60,216.73  473,753.61
Gloria Lipman  5,000.00 413,536.88 60,216.73  473,753.61
W. Lipman Trust
F/B/O I. Burstein 567.00 46,895.08 6,828.58 53,723.66
W. Lipman Trust
F/B/O S. Burstein 567.00 46,895.08 6,828.58 53,723.66
W. Lipman Trust
F/B/O J. Burstein 425.00 35,150.63 5,118.42 40,269.05

311,375.25 $25,481,135.00 $3,750,000.00 $29,2310035
* Net amount following deductions of $271,895 fon@unts owed by Harry pursuant to sections 6.2(H)éGa(d)
Exhibit 1.2(c)
Payment Instructions
Exhibit 1.2(d)

Escrow Agreement



Exhibit 7.7
Opinion of Salamon, Gruber, Newman, Blaymore & Rotlschild, P.C.
Exhibit 7.9(a)
Employment Agreement
Exhibit 7.9(b)
Employment Agreement
Exhibit 7.9(c)
Employment Agreement
Exhibit 8.6
Opinion of Goodwin, Procter & Hoar
Exhibit 10.1
Guaranty Agreement
ESCROW AGREEMENT

This ESCROW AGREEMENT made as of the 28th day bf,Ji994 by and among The First National Bank o§®a (the "Escrow Agent"),
Jameco Acquisition Corporation, a Delaware corponat'Buyer”), and Harry Lipman ("Harry") and MickbLipman ("Michael"), as
Representatives of the Sellers (the "Represensgijive

WHEREAS, pursuant to a Stock Purchase Agreemeatidst of even date herewith (the "Purchase Agre&ptgnand among Harry,
Michael, Walter Lipman, Sidney Greenberg, David $shaKenneth S. Lipman, Peter A. Lipman, Ethel ®ntan, Gloria Lipman, Walter
Lipman Trust for the benefit of llene Burstein, \téalLipman Trust for the benefit of Staci Burstednd Walter Lipman Trust for the benefit
of Joshua Burstein (individually, a "Seller" andlectively, the "Sellers"), and Buyer, each Seiteselling to Buyer all of such Seller's shares
of capital stock of Jameco Industries, Inc., a N@wk corporation;

WHEREAS, the Purchase Agreement provides for tdermification of Buyer Indemnified Parties in resipef the matters set forth in
Article I1X thereof, subject to certain limitationsnd

WHEREAS, in order to secure payment of a portioarf such indemnification, the Purchase Agreementigies for a portion of the
Purchase Price payable under the Purchase Agre¢mieatdeposited and held in escrow as hereinpiftatided.

NOW, THEREFORE, in consideration of the premises agreements of the parties contained herein, et good and valuab
consideration, the receipt and sufficiency of which hereby acknowledged by each party heretgahees agree as follows:

1. Definitions. All capitalized terms used hereihigh are not otherwise expressly defined hereifi Blage the respective meanings set forth
in the Purchase Agreement.

2. Establishment of Escrow. Buyer has herewith dié¢pd with the Escrow Agent, and the Escrow Agearehy acknowledges receipt of, the
Escrow Payment required under Section 1.2(d) oPtlmehase Agreement. Such amounts and any sesuciéish or other property delivered
to or held by the Escrow Agent under the termsdfeeny interest and dividends thereon, less ansodistributed from time to time in
accordance with Section 6 hereof, shall be refeiwdeerein as the "Escrow Fund." The percentagefimal interests of the Sellers (the
"Interests") in the Escrow Fund are as indicate8dhedule A attached hereto. The Escrow Fund Bealkgregated from the other assets of
the Escrow Agent and held in trust for the bermfthe Sellers pursuant hereto.

3. Investments. The Escrow Agent shall invest ¢eddtl in the Escrow Fund as directed in writing hyy8r in taxable and tax-free obligations
unconditionally guaranteed as to principal andreggg if any, by the United States Government gragency thereof, bank certificates of
deposit or repurchase agreements fully collatezdllzy such obligations or certificates of depasieach case having maturity dates that
permit payments to be made from the Escrow Furataordance with the terms hereof and the Escrowni?gjeall not be responsible for any
loss incurred upon any such investment made in gmittdand under circumstances not constitutinggmegligence or willful misconduct.
Any registered securities from time to time heldha Escrow Fund shall be registered in the nanteeoEscrow Agent (in its capacity as
such) or its nominee. All interest, dividends atiteo income with respect to the Escrow Fund andsacyrities or other property issued w



respect to, or in exchange for any securities metde Escrow Fund shall become a part of the Egérond and shall be held hereunder upon
the same terms as the cash, securities or othpegyowith respect to or in exchange for which simtbrest, dividends, income or securities
shall have been received.

4. Representatives of Sellers. Each Seller hasiaggothe Representatives to act jointly as sudleiSerepresentative for purposes of this
Agreement, and any matters related thereto, pursadhe terms of Section 2.1 of the Purchase Ages#, the contents of which are hereby
incorporated by reference. Each of the Escrow Agedtthe Buyer hereby acknowledges that the Reqiasees have been duly authorized
to act on behalf of the Sellers with respect taradtters contained in this Agreement and the Esénomd pursuant to the terms of Section 2.1
of the Purchase Agreement.

5. Interest Income. For income tax purposes, ttereést or other amounts earned on the Escrow Fuady, shall be reported as income by
the Buyer in the taxable year that such amountsamneed.

6. Distributions. The Escrow Agent shall promptlgke distributions from the Escrow Fund to the pessand in the amounts directed upon
receipt from time to time of:

(a) a written notice executed and delivered by IBther and the Representatives substantially iridiva of Exhibit | hereto; or
(b) a written order from the Arbitrator.

7. Escrow Ledger. The Escrow Agent shall maintang make available to the Representatives andukierBipon request, a ledger setting
forth (a) the amount of the Escrow Fund attribugabl the deposited cash, (b) the amount of le Bs&und attributable to capital
appreciation, if any, of the securities in whick tiscrow Fund is invested, (c) the amount of therdws Fund attributable to interest and other
income accumulation in respect to the Escrow F(oidthe amount of each Seller's total IntereshaEscrow Fund, and (e) the amount of
each distribution made by the Escrow Agent purstm®ection 6 hereof and the person(s) or entigfitco whom each such distribution was
made.

8. Fair Market Value of Escrow Fund. For the pugsosf this Agreement, the fair market value ofghaperty held in the Escrow Fund shall
be conclusively determined by the Escrow Agenhattime of each payment or distribution to be mauteof the Escrow Fund and at the ti
of setting aside of a portion of the Escrow Fundsiach payments.

9. Termination. This Agreement shall terminate whkithe Escrow Fund has been distributed by thedig Agent pursuant to Section 6
hereof.

10. Duties and Responsibilities of Escrow Agent.

(a) Buyer and the Representatives acknowledge guee dhat the Escrow Agent (i) shall not be resjid@gor any other agreement referres
herein but shall be obligated only for the perfoneceof such duties as are specifically set fortthinAgreement; (ii) shall not be obligated to
take any legal or other action hereunder which mights good faith judgment involve any expenséiaility unless it shall have been
furnished with indemnification reasonably satisfagtto it; (iii) may rely on and shall be protectiedacting or refraining from acting upon ¢
written notice, instruction, instrument, statemeatuest or document furnished to it hereundertatidved by it in good faith to be genuine
and to have been signed or presented by the ppgpson; and (iv) may consult counsel satisfactory and the written advice of such
counsel shall be full and complete authorizatiod protection in respect of any action taken, seffesr omitted by it hereafter in good faith
and in accordance with such advice.

(b) Neither the Escrow Agent nor any of its direstofficers or employees shall be liable to anyfameany action taken or omitted to be ta
by it or any of its directors, officers or emplogdeereafter except in the case of gross negligenedliful misconduct. Buyer covenants and
agrees to indemnify the Escrow Agent and hold iibtiess from and against any loss, liability or exqeeincurred by the Escrow Agent aris
out of or in connection with this Agreement or witie administration of its duties hereunder untessh loss, liability or expense shall be
caused by the Escrow Agent's willful misconducgmss negligence.

(c) Buyer agrees to pay or reimburse the Escronwnffye the Escrow Agent's reasonable compensatioits normal services hereunder in
accordance with the fee schedule attached here3atadule B.

The provisions of the foregoing paragraphs (b) @hahall survive the termination of this Agreement
11. Resignation and Removal of Escrow Agent.

(a) The Escrow Agent may at any time resign asdwgéxgent hereunder by giving ninety (90) days' primitten notice of resignation to
Buyer and the Representatives. Prior to the effeatate of the resignation as specified in sucitepBuyer and the Representatives will it
to the Escrow Agent a written instruction autharigredelivery of the Escrow Fund to a bank or toashpany that they mutually select. If no
successor Escrow Agent is named by Buyer and tpeeRentatives as provided in the preceding sentéme&scrow Agent may apply to a
court of competent jurisdiction for appointmentaofuccessor Escrow Age



(b) Buyer and the Representatives together shaé Hge right to remove the Escrow Agent hereungagiting notice in writing to the
Escrow Agent, specifying the date upon which sirhaval shall take effect. Prior to such removaly@&uand the Representatives shall have
jointly appointed a successor Escrow Agt

(c) The Escrow Agent hereby agrees that, upon@myimation of its services as Escrow Agent it shath over and deliver to the successor
Escrow Agent appointed in accordance with the tdrersof all of the Escrow Fund and other amounit big it pursuant to this Agreement
and render the accounting required by

Section 13.

12. Successor Escrow Agent. Upon receipt of thedas&und and any other amounts held by the Escrganfpursuant to this Agreement,
the successor Escrow Agent shall thereupon be boyiadl of the provisions hereof and the term "BscAgent” as used herein shall mean
such successor Escrow Agent.

13. Accounting. In the event of the resignatiomesmoval of the Escrow Agent or the terminationto$ tAgreement pursuant to
Section 9 or otherwise, the Escrow Agent shall eend Buyer and the Representatives, and to theessor Escrow Agent, if any, an
accounting in writing of the property constitutitige Escrow Fund and all distributions therefrom.

14. Notices. Any notice permitted or required hedrr shall be deemed to have been duly given ifeleld personally or if sent by certified
or registered mail or overnight courier, postageppid, to the parties at their respective addresssteforth below or to such other address as
any party may hereafter designate.

If to Buyer:

Jameco Acquisition Corporation
c/o Watts Industries, Inc.

815 Chestnut Street

North Andover, MA 0184!
Attention: President

with a copy to:

Watts Industries, Inc.

815 Chestnut Street

North Andover, MA 0184!
Attention: Corporate Counsel

and with a copy to:

John R. LeClaire, P.C.
Goodwin, Procter & Hoar
Exchange Place

Boston, MA 02109

if to a Representative:

Harry Lipman and Michael Lipman
c/o Jameco Industries, Inc.

248 Wyandanch Avenue
Wyandanch, New York 11797

with a copy to:

Salmon, Grubber, Newman, Blamer & Rothschild, B.ZPowerhouse Road, Suite 102
Roslyn Heights, NY 11577
Attention: David Grubber, Esq.

and a copy to:

Battle Fowler

280 Park Avenue

New York, NY 10017
Attention: Thomas E. Kruge



or if after July 31, 1994

Park Avenue Tower
75 East 55th Street
New York, NY 10022

If to the Escrow Agent:

The First National Bank of Boston

Corporate Trust Administration

150 Royall Street

Mail Stop - 450245

Canton, MA 02011

Reference: Jameco Acquisition Escrow Agreement

15. Modifications. This Agreement may not be alieoe modified without the express written consedirthe parties hereto. No course of
conduct shall constitute a waiver of any of thenteand conditions of this Agreement, unless sudliends specified in writing, and then or
to the extent so specified. A waiver of any of thiens and conditions of this Agreement on one acoashall not constitute a waiver of the
other terms of this Agreement, or of such termsamdlitions on any other occasion.

16. Assignment. No assignment of any rights orghgtien of any obligations provided for herein ma&yrbade by any party hereto without the
express written consent of the other parties heeatrept for the provisions hereof respecting sssmeEscrow Agents and the death,
incapacitation or resignation of a Representatagsifcorporated by reference from Section 2.1 @Rtrchase Agreement). This Escrow
Agreement shall inure to the benefit of and be inigdipon the successors, heirs, estates, admioisty@ersonal representatives and
permitted assigns of the parties hereto.

17. Section Headings. The section headings comtamthis Agreement are inserted for purposes of’enience of reference only to shall not
affect the meaning or interpretation hereof.

18. Miscellaneous. This Agreement shall becomeib@end effective upon consummation of the Closargl shall be construed under and
governed by the laws of New York. This Agreemenyrba executed in any number of counterparts, ebelhich shall deemed an original
but all of which shall constitute one agreement.

IN WITNESS WHEREOF, the parties have executedAlgieement or caused the same to be so executdubinydtly authorized
representatives as of the date first set forth abov

JAMECO ACQUISITION
CORPORATION

By: /s/ David A. Bl oss

Title: Executive Vice President

THE FIRST NATIONAL BANK OF BOSTON

By: /s/
Title: Account Adni ni strator
/sl Harry Lipman

Harry Lipman, as a
Representative of the Sellers

/sl M chael Lipnan
M chael Lipman as a
Representative of the Sellers

Schedule A
Interests of Sellers

Portion of Escrow Percentage of Escrow
Payment Attributabl e Fund Attributable
Seller To Each Seller To Each Seller



Harry Lipman $1,858,577.39 49.5620638
Michael Lipman 850,723.92 22.6859714
Walter Lipman 452,549.82 12.0679951
Ethel S. Lipman 180,650.20 4.8173386
Sidney Greenberg 131,814.43 3.5150514
David Chasin 76,258.47 2.0335592
Kenneth S. Lipman 60,216.73 1.6057795
Peter Lipman 60,216.73 1.6057795
Gloria Lipman 60,216.73 1.6057795
W. Lipman Trust
F/B/O I. Burstein 6,828.58 .1820954
W. Lipman Trust
F/B/O S. Burstein 6,828.58 .1820954
W. Lipman Trust
F/B/O J. Burstein 5,118.42 1364913
Schedule B

Acceptance fee $ 1,000

(one-time charge)

Administration Fee $ 2,500

Per Investment $ 35

Per Wire $ 20

Per Check $ 5

Legal Fees Waived

The First National Bank of Boston

Attention:

Dear Sirs:

Out-of-Pocket Expenses

Billed as Incurred

Exhibit 1

Reference is made to the Escrow Agreement madg_as o day of July, 1994 (the "Escrow Agreement/alnd among The First National
Bank of Boston (the "Escrow Agent"), Jameco Acdigri Corporation, a Delaware corporation ("Buyeatid Harry Lipman and Michael
Lipman, as Representatives of the Sellers (the résgmtatives”). All capitalized terms used herelriclv are not otherwise expressly defined
herein shall have the respective meanings set iiotthe Escrow Agreement.

Pursuant to Section 6(a) of the Escrow AgreembatHEscrow Agent is hereby directed to distributestm of [$ | to [ ] in immediately
available to the following account [ ]. Jameco Aisifion Corporation

By:
Title:

[President or Chairman of
Board of Directors

Michael Lipman, as
Representative

Harry Lipman, as Representative



ASSET PURCHASE AGREEMENT
by and between

CIRCLE SEAL CONTROLS, INC.,
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August 4, 1994
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ASSET PURCHASE AGREEMENT dated as of August 4, 1894ind between Circle Seal Controls, Inc., a Datavwcorporation ("Buyer")
and SAES Pure Gas, Inc., a California corporati@eler").

WHEREAS, subject to the terms and conditions sghfloerein, Buyer desires to purchase from Sedlied, Seller desires to sell, transfer and
assign to Buyer, substantially all of the proparéed assets comprising the business which manvéscand sells the Cryolab product line of
the Seller (the "Cryolab Business").

NOW, THEREFORE, in order to consummate said purelasl sale and in consideration of the mutual ageets set forth herein, the pan
hereto agree as follows:

SECTION 1. PURCHASE AND SALE OF ASSETS.
1.1 Sale of Assets.

(a) Subject to the provisions of this AgreementhatClosing (as defined in Section 1.4 hereof)egshall sell, transfer and assign to Buyer
and Buyer shall acquire all right, title and intriz and to all of the properties, assets andnessi of the Cryolab Business (except as
hereinafter provided in Section 1.1(b)) of evenyckand description, tangible and intangible, rpafsonal or mixed, and wherever located,
including without limitation, the following:

(i) all inventory, stock in trade, work-in-progre$imished goods and raw materials of or relatm¢iie Cryolab Business (collectively, the
"Inventory"), including without limitation as sedrth on Schedule 1.1(a)(i) attached hereto;

(i) all patterns, drawings, toolings and dies odifyy Seller or in which Seller has any rights derast which are used in the Cryo



Business, it being understood by the parties hehatpat the Closing Seller shall provide Buyerwitritten information as to the name,
address and telephone number of each foundry wiaterns are located as well as information idginkif each pattern located at each such
foundry (the "Pattern Information");

(iii) machinery and the equipment listed on Schedull(a)(iii) attached hereto,all tools, sparegdixtures, castings, and other tangible as
related to or used in connection with such schetimachinery and equipment and all other tools,esparts, fixtures and other tangible as
used in the Cryolab Business (collectively, thediBment");

(iv) all goodwill and intellectual property rightsicluding trade secrets, proprietary informatidesigns, styles, technologies, inventions,
know-how, formulae, processes, procedures, reseaccinds, test information, software and softwareutnentation, market surveys,
marketing know-how and manufacturing, researchtaakinical information, trade names, copyrights emglyright registrations, service
marks and trademarks (including applications agisteations therefor), patents and patent appbaat(including without limitation the trade
names, copyrights and copyright registrations,isemnark and trademark registrations and applinatand patents and patent applications
described in Schedule 1.1(a)(iv) attached her#te), Cryolab" name and all related and associatgdd and trademarks, and all licenses 1
from third parties with respect to the foregoingights related thereto, in each case relating aniignto or otherwise necessary to the
operation of the Cryolab Business; and

(v) all other assets and properties of every natth@tsoever tangible and intangible, and wherexeated, used or held for use primarily in
connection with the Cryolab Business or otherwiseassary to the operation of the Cryolab Busineskiding without limitation rights

under contracts or agreements with representatiagketing and selling the products of the CryolaisiBess, copies of customer lists,
customer records and histories, customer invoimedgst three (3) years), lists of suppliers arddors and all records relating thereto, all
records with respect to the repair business oCttyelab Business, engineering drawings, recordls meispect to production, engineering,
product development, costs, advertising mattealegties, photographs, sales materials, purchasitgrials, media materials, manufacturing
and quality control records and procedures, rebeamd development, files, data and laboratory bowmieslia materials and plates and other
records used primarily in connection with the CajmBusiness or otherwise necessary to the operatithe Cryolab Business.

The assets, property and business of Seller beidg® and purchased by Buyer under this Sectidfa)l are hereinafter sometimes referre
as "Subject Assets."

(b) Notwithstanding the foregoing, there shall keleded from such purchase and sale the followingp@rty and assets of Seller:
(i) the assets listed on Schedule 1.1(b) attacleeekd:

(i) cash, bank deposits and bank accounts of iSelle

(iii) all accounts receivable of Seller, includimgthout limitation intercompany receivables; and

(iv) all assets of Seller not used or held for pgmarily in connection with the Cryolab Businessotherwise necessary to the operation o
Cryolab Business.

The assets, property and business of Seller whieekxacluded from the Subject Assets under thisi@edt1(b) are hereinafter sometimes
referred to as "Excluded Assets."

1.2 Liabilities. Except for the Sales Order Liat#lé (as defined below), Buyer shall not assumigednound by any obligations or liabilities of
Seller or any affiliate of Seller of any kind ortaee, known, unknown, accrued, absolute, contingewtherwise, whether now existing or
hereafter arising whatsoever. Seller shall be mesipte for and pay any and all losses, damagemattans, liens, assessments, judgments,
fines, disposal and other costs and expensedjtieband claims, including, without limitatiomterest, penalties and reasonable fees of
counsel, engineers and experts, as the same ameeidcof every kind or nature whatsoever (allfttregoing being a "Claim" or the
"Claims"), made by or owed to any person to themixany of the foregoing relates to (a) Sellersrafions and assets other than the
operations and assets of the Cryolab Businesshébxcluded Assets or (c) the operations and as$é¢he Cryolab Business and arises in
connection with or on the basis of events, actdssions, conditions or any other state of factaiaiieg or existing prior to or on the Closing
Date (including, in each case, without limitatiamy Claim relating to or associated with produability matters, warranty claims, tax
matters, pension and benefits matters, any faitummply with applicable laws and/or permittinglioensing requirements, personal injury
and property damage matters and environmental anklewhealth and safety matters). Buyer shall Bpaesible for and pay any and all
Claims to the extent they relate to

(x) the Sales Order Liabilities or (y) the operatlyy Buyer of the Subject Assets after the Cloghage and arise in connection with or on the
basis of events, acts, omissions, conditions oratingr state of facts occurring or existing after €losing Date (including, in each case,
without limitation, any Claim relating to or assated with product liability matters, warranty claintax matters, pension and benefit matters,
any failure to comply with applicable laws and/eritting or licensing requirements, personal ipjand property damage matters and
environmental and worker health and safety mattérsy Claim, other than for the payment of lialidg, relating to operations and assets of
the Seller and arising in connection with or onltlsis of events, acts, omissions, conditions progimer state of facts occurring or existing
both before and after the Closing Date will be appoed between Seller and Buyer according to tfetative degrees of causation as may be
reasonably determined by Seller and Buyer undecitbtamstances; provided, however, that Buyer mall be considered to have caused the
relevant problem to any extent for purposes of Agjiseement if it takes all reasonable actions tdresks such problem after first obtaining
actual knowledge thereof notwithstanding the fhat the relevant problem may have continued ta éxisa period of time after the Closil



Date. Pursuant to the foregoing, Seller agrees Bityer that Seller shall be solely responsibleafioy and all warranty claims or claims for
injury (including death) or claims for damage, direr consequential, resulting from or connecteith\ywroducts or services of the Cryolab
Business sold or provided on or prior to the Clgdirate, and Buyer shall have no liability for swthims. Buyer agrees with Seller that Bt
shall be solely responsible for any and all wasratdims or claims for injury (including death) daims for damage, direct or consequential,
resulting from or connected with products or segsisold or provided by Buyer after the Closing Datwl, subject to Seller's indemnification
obligations under Section 6 hereof, Seller shatehao liability for such claims.

(b) Upon the sale and purchase of the Subject 8sBeyer agrees to perform in accordance with tieeims only the obligations of Seller
under the unfilled portions of those sale ordessificustomers of the Cryolab Business as set fartBatnedule 1.2(b)(i) (the "Acquired Sales
Orders"). The liabilities to be assumed by Buyerspant to the preceding sentence are hereinafteetsoes referred to as the "Sales Order
Liabilities." The assumption of the Sales Ordeilities by Buyer hereunder shall not enlarge aghts of third parties under contracts or
arrangements with Buyer or Seller or any of thespective affiliates or subsidiaries. Notwithstagdanything contained in this Section 1.:
the contrary, the only liabilities and obligatianisSeller existing on or prior to the Closing Détecluding, without limitation, contractual
liabilities and obligations) to be assumed by Buymder this Agreement are the Sales Order Liadsliti

1.3 Purchase Price and Payment. In consideratitirecgale by Seller to Buyer of the Subject Asseibject to the assumption by Buyer of
Sales Order Liabilities, Buyer shall pay to Setiarthe Closing Date by federal funds wire trangfémmediately available funds to an
account designated by Buyer, the sum of $886,12@@3'Purchase Price").

1.4 Place of Closing; Closing Date. The closinghef purchase and sale provided for in this Agreerff@rein called the "Closing") shall be
held at the offices of Goodwin, Procter & Hoar, Bange Place, Boston, Massachusetts 02109, on Aligi884, or at such other place or
earlier or later date as may be fixed by mutuatagrent of Buyer and Seller (the "Closing Date").

1.5 Transfer of Subject Assets. At the ClosingleBedhall deliver or cause to be delivered to Buy@od and sufficient instruments of transfer
transferring to Buyer title to all of the Subjectgets. Such instruments of transfer (a) shall tlearform which is usual and customary for
transferring the type of property involved undes thws of the jurisdictions applicable to such sfars,

(b) shall be in form and substance satisfacto®uger and its counsel, (c) shall effectively vesBuyer good and marketable title to all of
Subject Assets free and clear of all liens, restris and encumbrances, and (d) where applicaiddl, lse accompanied by evidence of the
discharge of all liens and encumbrances agains$tihgect Assets.

1.6 Delivery of Records and Contracts. At the GlgsiSeller shall deliver or cause to be deliveceBuyer all of the Acquired Sales Orders.
Seller shall also deliver to Buyer at the Closimgsubstantially concurrently with the removal byyBr of the Subject Assets, all of Seller's
business records, books and other data relatititetassets, business and operations of the Crifalsiness, to the extent the same constitute
part of the Subject Assets. Seller at the Closial silso provide Buyer with written information tsthe name, address and telephone nu

of each printer where literature plates are locatedell as information identifying each literatptate located at each such printer (the
"Literature Plate Information").

1.7 Further Assurances. Seller from time to tinterahe Closing at the request of Buyer and witHorther consideration shall (a) execute
and deliver further instruments of transfer andgaseent (in addition to those delivered under Secfi.6) and take such other actions as
Buyer may reasonably require to more effectivedysfer and assign to, and vest in, Buyer eacheo$tibject Assets and (b) cooperate with
and provide assistance to Buyer in removing thge®ti\ssets from Seller's premises (or whereveatkat) as more fully described in Section
3.6 hereof.

1.8 Allocation of Purchase Price. The purchasesppiryable by Buyer pursuant to Section 1.3 anéuheunt of the Sales Order Liabilities
assumed by Buyer shall represent payment for thgeBuAssets and the covenants set forth in Se@tidmereof in the amounts set forth on
Schedule 1.8 hereto. The amounts reflected inSeli@dule shall represent the fair market valueBeSubject Assets at the Closing, to the
best of the knowledge and belief of the partiegtwerAt or as soon as practicable after the Clo#uyer and Seller shall execute an IRS
Form 8594 in accordance with the allocation sethfor said Schedule and in compliance with SectidB0 of the Internal Revenue Code of
1986, as amended, and the rules and regulatioreutiheer. All tax returns and reports filed by Buged Seller with respect to the
transactions contemplated by this Agreement skeatldmnsistent with such Schedule.

SECTION 2. REPRESENTATIONS AND WARRANTIES OF SELLER

2.1 Making of Representations and Warranties. Sb#ieeby makes the representations and warrartigaioed in this
Section 2. For the purposes of this Section 2reefees to the "knowledge" or "best knowledge" dfeBeshall be deemed to include such
knowledge as any executive officer of Seller adyuiahs or reasonably ought to have in the prudeatagse of his or her duties.

2.2 Organization and Qualifications of Seller. 8eif a corporation duly organized, validly exigténd in good standing under the laws ol
State of California with full power and authority éwn or lease its properties and to conduct itsrtmss in the manner and in the places w
such properties are owned or leased or such bssisiesnducted by it.

2.3 Authority. The Seller has full corporate powaed authority to execute, deliver and perform Agseement and each other agreement or
instrument contemplated hereby and the executidrdativery of this Agreement and each other agreg¢meinstrument contemplated her:
and the performance of all obligations hereundédrthereunder have been duly authorized by all meegsction of Seller. This Agreement
and each other agreement, document and instrurreatiied by Seller pursuant to or in connection with Agreement constitute, or wh



executed and delivered will constitute, valid aimtting obligations of Seller, enforceable in ac@rce with their respective terms. The
execution, delivery and performance by the Self¢his Agreement and each other agreement, docuamehinstrument executed and
delivered by the Seller pursuant to this Agreenagt the execution, delivery and performance bySi#iléer of any agreements, documents
and instruments required to be executed and delivey it pursuant to this Agreement:

(i) do not and will not violate any provision ofetfArticles of Incorporation or By-laws of Sellegah as amended or restated to date;

(i) do not and will not violate any law or reguitat applicable to Seller or require Seller to obtany approval, authorization, declaration,
consent or waiver of, or make any filing with ovginotice to, any person, entity or public or goveental authority that has not been
obtained, made or given; and

(iii) do not and will not result in a breach of rstitute a default under, accelerate any obligatioter, require a consent under or give rise
right of termination of any indenture or loan oedit agreement or any other agreement, contrattument, mortgage, lien, lease, permit,
license, authorization, order, writ, judgment, mgtion, decree, determination or arbitration awtardrhich the Seller is a party or by which
Seller or the property of Seller is bound or aféeGtor result in the creation or imposition of angrtgage, pledge, lien, security interest or
other charge or encumbrance on any property ot asse=d by Seller or on any of the Subject Assets.

2.4 Title to Properties; Liens; Condition of Praopes.

(a) The Subject Assets do not include any realgntgpor leases. Seller owns all of the Subject fsaad Seller has and is conveying to Bl
hereunder good and marketable title to all of @spnal property, tangible and intangible, includethe Subject Assets. None of such
property or assets of Seller tangible or intangildesubject to any mortgage, pledge, lien, coaddl sale agreement, security interest,
encumbrance or other charge or restraint on trafesddectively "Liens"). No financing statementder the Uniform Commercial Code with
respect to any of the Subject Assets has beenifilady jurisdiction, and Seller has not signed amgh financing statement or any security
agreement authorizing any secured party thereundée any such financing statement. The Subjesdeds and Excluded Assets listed on
Schedule 1.1(b) are all of the assets necessatlidarperation of the business of the Cryolab Bassiras the same has been operated prior to
the date hereof. The Subject Assets (including=tipgipment) (i) are in working order (reasonable magad tear excepted, and in each case
taking into account age), (ii) have been and ghatilugh the Closing be maintained in a manner stersi with the past maintenance practices
of Seller, (iii) are suitable for the manufactufearts in accordance with the engineering spetifvis for Cryolab Products and (iv) to the
best knowledge of Seller, conform with all appliea@alifornia and federal statutes, ordinancesjlegpns and laws.

(b) Upon delivery to Buyer of the instruments @sfer referred to in Section 1.6 hereof, Buyel rgiteive good, marketable and valid title
to all of the Subject Assets, free and clear ofiatls, encumbrances, charges, equities and clafiegery kind.

2.5 Location of Subject Assets. The tangible Subjasets are located at Seller's facility at 41@6t8 Fe Road, San Luis Obispo, California
(the "Facility"), with the exception of (a) patter(which are located as set forth in the Patteforimation provided pursuant to Section 1.1(a)
(i)) and (b) literature plates (which are locasedset forth in the Literature Plate Informationyided pursuant to Section 1.6).

2.6 Undisclosed Liabilities. Except as set forthSmiedule 2.6, Seller has no material liabilitifamy nature, whether accrued, absolute,
contingent or otherwise, asserted or unassertedykior unknown, which relate primarily to the CrgiolBusiness.

2.7 Inventories. All of the Inventory is in existenon the date hereof. The Inventory complies thighdescriptions and specifications set f
on Schedule 1.1(a)(i) and the Inventory consistihgomponent parts is of a quality sufficient torpé Buyer to manufacture products of the
Cryolab Business in a manner consistent with aiumfh descriptions and specifications. On the dateof, the Inventory is of the types,
guantities and quality necessary to conduct thenbas of the Cryolab Business in a manner consistiéin past practices. All of the items
included in the Inventory are of a quality and ditgrsalable in the ordinary course of businesSelfer. The values of the Inventory items as
set forth on Schedule 1.1(a)(i) are true and ctard reflect valuations not in excess of the ratizable values of such items in the ordinary
course of business.

2.8 Patents, Trade Names, Trademarks and Copyrighizatents, patent applications, trade namesl@marks, trademark applications and
registrations, copyrights or other proprietary tiggbwned by or licensed to Seller and used or todeel by or in connection with the Cryolab
Business (the "Intangible Rights") are listed oh&tule 2.8 attached hereto. Except as set fordawmhSchedule, all of the registered patents,
trademarks and copyrights constituting ProprieRights have been duly registered in, filed in suid by the United States Patent and
Trademark Office, the United States Register of\Cigpts or the corresponding offices of other cogstidentified on said Schedule, and
have been properly maintained and renewed in aaocedwith all applicable provisions of law and auistrative regulations in the United
States and each such country. Except as set foshid Schedule, the Intangible Rights are freelysferable and Seller has exclusive
ownership or exclusive license to use all of thangible Rights free and clear of any attachmdietss, encumbrances or adverse claims.
Except as set forth on said Schedule, (a) no @beson has a license to use, or the right to leetisers to use, and, to the best knowledge of
Seller, no person has an interest in or righthg, &f the Intangible Rights, (b) there are no ckion demands of any other person or entity
pertaining thereto and no proceedings have bedituiies!, or are pending or to the best knowledg8aifer, threatened, which challenge the
rights of Seller in respect thereof, (c) none @f thtangible Rights is subject to any outstandirden decree, judgment or stipulation or, to
best knowledge of Seller, is being infringed byes#h (d) no proceeding charging Seller with infémgent of any patent, trade name,
trademark or copyright that is used by or in cotioecwith the Cryolab Business has been filed @the best knowledge of Seller, is
threatened to be filed and

(e) there does not exist (i) any unexpired patetit @laims relating to products of the Cryolab Biess or to apparatus, methods or des



employed by the Cryolab Business in manufacturisigioducts or (ii) to the best knowledge of Sekery invention, patent or application
therefor which could reasonably be expected to ¥ affect any such product, apparatus, methatesign of the Cryolab Business.

2.9 Trade Secrets and Customer Lists. Seller leagght to use, free and clear to the best knovdesfgseller of any claims or rights of othe
all trade secrets, customer lists, manufacturirdgsatret processes required for or incident tartherufacture or marketing of (a) all products
formerly or presently produced by the Cryolab Besmand (b) all products currently under develogrogrthe Cryolab Business, including
products licensed from others (hereinafter coNextyi referred to as the "Proprietary InformationThe Cryolab Business is not using or in
any way making use of any confidential informatartrade secrets of any third party in violatiorsath third party's rights, including
without limitation, any former employer of any pees or past employee of Seller or any person otyegifiliated with any of them.

2.10 Financial Statements. Seller has deliverdgutger unaudited statements of income for the Cly@asiness for each of the twelasnth
periods ended December 31, 1991, 1992 and 1993paltite six-month period ended June 30, 1994fittby Seller's Chief Financial
Officer, copies of which are attached hereto as8cle 2.10 (the "Income Statements"). The IncorageBtents (except for the six-month
period ended June 30, 1994) were prepared by Seltad on the audited statements of income ofrSeli¢he periods covered thereby, as
certified by Seller's independent public accourgdtite "Audited Income Statements"). The Incoméegtants (i) have been prepared in
accordance with generally accepted accounting ipleapplied consistently during the periods cedeahereby (except for the absence of
accompanying footnotes), (ii) have been prepared basis consistent with the Audited Income Statgséiii) are complete and correct in
material respects, (iv) present fairly the resafteperations of the Cryolab Business for the miyicovered thereby and (v) contain no
omission of a material fact necessary in order éx@rthe statements therein, in light of the cirdamses under which they were made, not
misleading.

2.11 Litigation. Except as set forth on Scheduld 2there is no litigation, claim or governmentabitration or other proceeding,
investigation, order or decree pending or in eftecto the best knowledge of Seller, threatenexdrag) Seller relating to or affecting any of
the Subject Assets or the Cryolab Business. Alhefmatters set forth on Schedule 2.11 are sutgjexrid are being defended by Seller's
insurance carrier.

2.12 Compliance with Laws. To the best knowledg8aeifer, the Cryolab Business and the Subject Ads®te been and as of the date hereof
are in compliance with all applicable laws, rulegulations, codes, ordinances, requirements atet®of governments or governmental
bodies, and Seller has received no notice assetiggnoncompliance therewith. In addition, all ewgring drawings included in the Subject
Assets are in full compliance with all applicalelustry standards, guidelines and regulationsydiceg without limitation industry standard
ANSI Y14.5, to the extent applicable to the CryoRaksiness.

2.13 Insurance. Schedule 2.13 identifies all peti@f insurance in effect as of the date of thise&gent covering the assets, properties and
business of the Cryolab Business. Said insurankeigmare in full force and effect and all premiimith respect thereto are currently paid.

Seller's product liability insurance provides facarrence based coverage. Except as set forthleed8le 2.13, there have been no material
losses, claims or settlements during the last tfiseal years.

2.14 Finder's Fee. Seller has not incurred or bedwable for any broker's commission or finder's felating to or in connection with the
transactions contemplated by this Agreement.

2.15 Permits; Governmental Consents. To the bestletge of Seller, Seller has obtained and is djpgran compliance with all franchises,
licenses, permits, registrations, applicationstifogations, code approvals and other approval#idctively the "Permits") which are required
primarily to permit it to conduct the businesstug Cryolab Business and each such Permit is vatidrafull force and effect. As of the
Closing Date, to the extent Seller is allowed tosdpSeller is conveying and assigning to Buyehdrmit, other than those Permits requ
to operate the Facility. Seller is not subjectitdound by any agreement, judgment, decree or evblexh may materially and adversely aff
any of the Subject Assets or the business, prospeaondition (financial or otherwise) of the Clglo Business. No consent, approval, or
authorization of, or declaration, filing or regaion with, any United States federal, foreign tates governmental or regulatory authority is
required to be made or obtained by Seller in conmeevith the execution, delivery and performané¢has Agreement and the consummat
of the transactions contemplated by this Agreement.

2.16 Material Adverse Change. Except as specifiaificlosed on Schedule 2.16 to this Agreementesibecember 31, 1993:

(a) there has not been any material adverse chanbe business, results of operations, conditiimafcial or otherwise), properties, assets,
liabilities or obligations of the Cryolab Business;

(b) there has not been any damage, destructiavssr(Whether or not covered by insurance), malgiaald adversely affecting the business,
prospects, results of operations, condition (finalnar otherwise) assets or properties of the Grilyd@usiness;

(c) there has not been any change in the relatipsigth Seller with respect to its suppliers, disttors, licensees, licensors, customers or
others with whom it has business relationships twinould have a material adverse effect on the @y@usiness, and Seller does not have
knowledge of any fact or contemplated event whiay wause any such material adverse change;

(d) the business conducted by the Cryolab Busihasdeen conducted and carried on only in the argiand regular course; a



(e) there has not been any alteration or changeeimethods of operation employed by the CryolabifBass.

2.17 Government Contracts. Seller has no pendimpgaposed contracts or subcontracts with any agehthe United States Government
relating to the Cryolab Business.

2.18 Products. Except as set forth on Schedule th&8 are no existing or, to the best knowleddgedler, threatened product liability,
warranty or other similar claims, or, to the basd\wledge of Seller, any facts upon which a clainsuwafh nature could be based, against Seller
for products or services of the Cryolab Businesi&khre defective or fail to meet any product ovge warranties. There are no statements,
citations or decisions by any government or pdaltgubdivision thereof, whether federal, statealar foreign, or any agency or
instrumentality of any such government or politisabdivision, or any court or arbitrator (colleety, "Governmental Bodies") stating that
any product manufactured, marketed or distributethk Cryolab Business at any time on or priothi® €losing Date ("Cryolab Products") is
defective or unsafe or fails to meet any produatamy or any standards promulgated by any sucte@uowental Body. There have been no
recalls ordered by any such Governmental Body vétipect to any Cryolab Product. Seller does notkawed has no reason to know of (a)
any fact relating to any Cryolab Product that nrapase upon Seller a duty to recall any Cryolab 8cbdr a duty to warn customers of a
defect in any Cryolab Product, (b) any latent cervdesign, manufacturing or other defect in anyoab Product, or (c) any material liability
for warranty or other claims or returns with redpgecany Cryolab Product. The sales and advertisnoghures and literature relating to the
Cryolab Products do not contain any material oraissir misstatement.

2.19 Suppliers, Customers and Distributors. Scleedul9 sets forth all of the suppliers, customarsdistributors (inclusive of sales
representatives and agents) of Seller with redpettie Cryolab Business. The relationships of $elith such suppliers, customers and
distributors are good commercial working relatiapstand

(&) no person or entity listed on Schedule 2.1%iwithe last 12 months has threatened in writingatiacel or otherwise terminate, or to the
best knowledge of Seller intends to cancel or etisr terminate, the relationship of such persoh 8ller, (b) no such person or entity has
during the last twelve months modified materiaipd Seller has no knowledge that such personstitiesrintend to materially modify their
relationship in such a way as to cause a matewaherse effect on the Cryolab Business.

2.20 Disclosure. The representations, warrantidsstatements made or contained in this Agreemeiihei documents, certificates, filings,
Schedules and Exhibits given or delivered by Safl@onnection with and pursuant to this Agreenaer in any other written materials
relating to the Cryolab Business provided by SebdBuyer or any of its affiliates, do not eithadividually or when taken together, contain
any untrue statement of a material fact, and danut to state a material fact required to be st#terein or necessary in order to make such
representations, warranties and statements notawlislg in light of the circumstances in which thesre made or delivered. Other than as
specifically disclosed herein or in the Scheduleto, Seller is unaware of any facts which coaltbonably be expected to result in a
material adverse impact on the Subject Assets th@business, properties, prospects, operatioasratition (financial or otherwise) of the
Cryolab Business.

2.21 Backlog. As of the date hereof, the CryolaliBesss has a backlog of firm written non-contingeders for the sale of products for
which revenues have not been fully recognized bigSeas set forth in Schedule 2.21 hereto (theckay") and the amount of the Backlog
reflected on such Schedule is true and correct.

2.22 Contracts. Except for contracts, commitmepitms, agreements and licenses listed in Sched2@ea?tached hereto (true and complete
copies (or, in the case of oral agreements, wridestriptions) of which have been delivered to Blygeller is not a party to or subject to :
of the following contracts or agreements, in eaabeawhich relates primarily to, or is necessarmpoimnection with the operation of, the
Cryolab Business:

(a) any contract or agreement for the purchas@ytammodity, material or equipment, except pureharslers in the ordinary course of the
Cryolab Business;

(b) any other contracts or agreements creatingoaligation of Seller of $10,000 or more with regpecany such contract or $50,000 in the
aggregate with respect to all such contracts, expaqehase orders in the ordinary course of thel@lyBusiness;

(c) any contract or agreement providing for thechase of all or substantially all of its requirenseof a particular product from a supplier;

(d) any contract or agreement which by its termssduot terminate or is not terminable without pgnlay Seller or any successor or assign
within one year after the date hereof;

(e) any contract or agreement for the sale or lefi#te products, except sales orders in the orglinaurse of the Cryolab Business;
(f) any contract with any sales agent or distribuoproducts of Seller;
(9) any contract containing covenants limiting freedom of Seller to compete in any line of bussneswith any person or entity;

(h) any contract or agreement for the purchasepfiaed asset for a price in excess of $2,500 tnedr not such purchase is in the ordinary
course of busines



(i) any license agreement (as licensor or licensee)

() any indenture, mortgage, promissory note, lagreement, guaranty or other agreement or commitfoethe borrowing of money and a
related security agreement;

(k) any contract or agreement with any officer, éagpe, director or stockholder of Seller or witlygrersons or organizations controlled b
affiliated with any of them; or

(I) any oral contract, agreement, arrangement detsianding involving (individually or in the aggete) more than $10,000 which pertain
the suppliers or customers of the Cryolab Business.

All contracts, agreements, leases and instrumentdich Seller is a party or by which the Selleolidigated, in each case which relate
primarily to the Cryolab Business, including withdmitation any relating to continuing warranty ervice obligations (collectively, the
"Cryolab Contracts"), are valid and are in fullderand effect and constitute legal, valid and Inigdibligations of Seller enforceable in
accordance with their respective terms. To the kestvledge of Seller, each Cryolab Contract contg the legal, valid and binding
obligation of each party thereto other than Sell@orceable in accordance with its terms. NeithieBnor, to the best knowledge of Seller,
any other party to any Cryolab Contract is in matetefault in complying with any provisions thefeand no condition or event or facts exist
which, with notice, lapse of time or both would stitute a material default thereof on the part@lfes or, to the best knowledge of Seller, on
the part of any other party thereto.

SECTION 3. COVENANTS OF SELLER.
3.1 Making of Covenants and Agreements. Sellerliyecevenants and agrees as set forth in this Se8tio

3.2 Breach of Representations and Warranties. Ritpmpon the occurrence of, or promptly upon becaraware of the impending or
threatened occurrence of any event which wouldecaugonstitute a breach, or would with the givirfignotice, the passage of time or both
constitute a breach of (a) any of the represemtatémnd warranties of Seller contained in or retktoein this Agreement or in any Schedule
referred to in this Agreement, (b) any other primriof this Agreement, or (c) any other agreemaetated and delivered in connection with
this Agreement, Seller shall give detailed writtenice thereof to Buyer and shall use its bestrefftm prevent or promptly remedy the same.

3.3 Expenses. All expenses of Seller in connedtiitin the negotiation and performance of this Agreatrand the transactions contemplated
hereby and all transfer, excise or other taxeslgayay any party to this Agreement to any jurisdictby reason of the sale and transfer of the
Subject Assets pursuant to this Agreement, if &xgl(iding any such taxes arising solely from thentdy or location of Buyer or any affilia

of Buyer), shall be paid by Seller out of the prxte of the sale of the Subject Assets or othenaiseé, no such expenses shall be payable by
Buyer or any affiliate of Buyer.

3.4 Natification. Until the third anniversary ofellClosing Date, Seller hereby agrees to give Buyiten notice of any change of Seller's
address within five days after such change, spegfsuch new address.

3.5 Non-Use of Trade Names, etc. After the Cloghate, neither Seller, nor any person controllimntmlled by or under common control
with Seller will for any reason, directly or indatdy, for itself or any other person, (a) use amahgible Rights transferred pursuant to this
Agreement, or (b) use or disclose any trade searetdidential information, know-how, proprietaryformation or other intellectual property
described in

Section 1.1(a)(iv) hereof and transferred purstmiitis Agreement, except (i) Seller may disclasehsinformation to Buyer in connection
with the operation of the Cryolab Business by Bugféer the Closing Date and (ii) Seller may, fgyesiod of 180 days after the Closing Date,
continue to use the name "Cryolab" to the exteistébntained in product literature which relateghito Cryolab Products and other products
of Seller which do not compete with Cryolab Product

3.6 Access and Cooperation of Seller. In connedtiith the relocation of the Subject Assets fromHaeility (or wherever located) to Buye
premises (the "Relocation"), Seller shall coopevéth and assist Buyer and comply with all reasdé@abquests of Buyer at the Facility.
Seller shall use its best efforts to provide Buyih access to Seller's premises at all times duniormal working hours until the Relocation
has been completed. In addition, Seller shall gleBuyer with use of forklifts, trucks and otherteréls handling equipment, as well as
sufficient labor to accomplish the Relocation. Bugieall reimburse Seller, subject to reasonablstamitiation and documentation, for actual
out-ofpocket expenses incurred by Seller after the dateiAgreement in connection with the RelocatiAny labor costs incurred by Sel
for Seller's employees assisting with the Relocasioall be reimbursed by Buyer at hourly rates edjigon in advance without any payme
by Buyer on account of or with respect to the odstny benefits (health, retirement, etc.) incubgdSeller with respect to such employees.
Buyer agrees to defend, indemnify and hold Selentess from and against any and all claims foperty damage arising out of the
Relocation which are caused by negligent acts geBor its employees or agents. Buyer agrees nobiss claim against Seller in the event
that any action is brought against Buyer for peasamjury arising out of the Relocation which isusad by a negligent act of Buyer or its
employees or agents.

3.7 Non-Competition. Seller, in order to induce Buto enter into this Agreement, expressly covenant agrees that neither Seller nor any
of its affiliates will, directly or indirectly, (afor a period of ten (10) years following the ChaggiDate disclose or furnish to any person, other
than Buyer, any proprietary information of, or ddehtial information concerning, the Cryolab Busisexcept as required by law; and (b)



a period of two (2) years following the Closing Bainywhere in the United States or in any foreigunéry, own, manage, operate, join,
control, or participate in or be connected with anginess, individual, partnership, firm or corpimma, which is at the time engaged, wholly
or partly, in the design, manufacture, developmeistribution, marketing or sale of any valves dasid for and/or used in any Cryogenic
application. For purposes of this Agreement, the t&Cryogenic" means any gas or liquid exhibitintgmperature of -100 F (minus one
hundred degrees Fahrenheit) or lower. Seller aghed¢shis provision is reasonable in view of tladune of the business being transferred and
the relevant market for the Seller's products amdices and that any breach hereof would reswdbitinuing and irreparable harm to Buyer
and would adversely affect the value to Buyer ef 8ubject Assets and related goodwill being transfieunder this Agreement. The Seller
expressly covenants and agrees that the remedwdbf any breach of this Section 3.7 will be ingquigte and that, in addition to any other
remedies Buyer may have, Buyer shall be entitleggnmporary and permanent injunctive relief withthe necessity of proving actual dame
To the extent that any part of this provision mayirivalid, illegal or unenforceable for any reasibrs intended that such part shall be
enforceable to the extent that a court of compgteisdiction shall determine that such part if méimited in scope would have been
enforceable and such part shall be deemed to heare o written and the remaining parts shall agemrbe effective and enforceable in all
events.

3.8 Sales Orders. Seller will not send any invotoe®r request payment in any other manner framtamners of the Cryolab Business for
sales orders unfulfilled as of the Closing DateyAnd all amounts received by Seller from any studtomer in respect of any such
unfulfilled sales order shall be promptly remittedBuyer.

3.9 Notification of Foundries, Printers, Etc. Seligrees from time to time, as often as is readgmaluested by Buyer, that Seller shall
contact the foundries, printers, and other entitiespectively, where the patterns and literatlmgep acquired by Buyer pursuant to this
Agreement are located, and notify them that Buyerdcquired such patterns and literature platestetdBuyer is the lawful owner thereof
and Seller shall otherwise cooperate as requegt8aiyer to effect the transfer to Buyer of suchtgraits and literature plates.

SECTION 4. REPRESENTATIONS AND WARRANTIES OF BUYER.

4.1 Making of Representations and Warranties. Asterial inducement to Seller to enter into thisefgnent and consummate the
transactions contemplated hereby, Buyer hereby sihileerepresentations and warranties to the Smllgained in this Section 4.

4.2 Organization of Buyer. Buyer is a corporatiafycdrganized, validly existing and in good stampimder the laws of Delaware with full
corporate power and authority to own or leaserigperties and to conduct its business in the maanéiin the places where such properties
are owned or leased or such business is condugtid b

4.3 Authority of Buyer. Buyer has full corporatewer and authority to enter into this Agreement aadh agreement, document and
instrument to be executed and delivered by Buyesyant to this Agreement and to carry out the tratisns contemplated hereby. The
execution, delivery and performance by Buyer of thjreement and each such other agreement, docameéimstrument have been duly
authorized by all necessary action of Buyer andther action on the part of Buyer is required inroection therewith. This Agreement and
each other agreement, document and instrument &xkand delivered by Buyer pursuant to this Agregmenstitute valid and binding
obligations of Buyer enforceable in accordance witiir terms. The execution, delivery and perforagaby Buyer of this Agreement and
each such agreement, document and instrument:

(i) do not and will not violate any provision ofetltertificate of incorporation or by-laws of Buyer;

(if) do not and will not violate any laws of the ithd States, or any state or other jurisdictionliapple to Buyer or require Buyer to obtain
any approval, consent or waiver of, or make angdilvith, any person or entity (governmental oresthise) that has not been obtained or
made; and

(iii) do not and will not result in a breach of rstitute a default under, accelerate any obligatiotker, or give rise to a right of termination of
any indenture or loan or credit agreement or ahgroagreement, contract, instrument, mortgage, léase, permit, authorization, order, writ,
judgment, injunction, decree, determination ortaaltion award, whether written or oral, to whichyBuis bound or affecte

4.4 Litigation. There is no litigation pending tw,the best knowledge of Buyer, threatened ag&uager which would prevent or hinder the
consummation of the transactions contemplated isyAhreement.

4.5 Finder's Fees. Except for the fees of Penragsedates, which shall be paid solely by Buyer,&uas not incurred or become liable for
any broker's commission or finder's fee relatingrt@n connection with the transactions contempldty this Agreement.

4.6 Reliance. Buyer is relying on each of the repngations and warranties of Seller containedigAlgreement.
SECTION 5. COVENANTS OF BUYER.
5.1 Making of Covenants and Agreements. Buyer hecelvenants and agrees as set forth in this Sebtion

5.2 Accounts Receivable. Buyer agrees to promptlyitrto Seller any amounts received by Buyer wétspect to Seller's accounts receiva



Buyer agrees to cooperate with Seller to inforntaugrs of the Cryolab Business with outstandingants receivable due to Seller as of the
Closing Date that payments should be directed lierSend not to Buyer.

5.3 Inventory. Buyer agrees to use commerciallgoaable efforts in the ordinary course of busites®ll the Inventory, except the parties
recognize a reserve of $104,000 for obsolete @psiciventory items for which Buyer shall have notsobligation.

5.4 Insurance. Buyer (or its affiliates) shall done to maintain for a period of five years aftee Closing, product liability insurance in the
amount of at least $2,000,000 (and on such otherstand conditions as are customarily containesigh policies of Buyer and its affiliates)
and such insurance shall apply to products softt@rided by Buyer after the Closing Date.

5.5 Confidentiality. In the event that Buyer shoatjuire any proprietary or confidential informatiof or concerning SAES and/or the
business of SAES in connection with or as a rasfthe transactions contemplated by this Agreentemger agrees not to disclose and to
maintain the confidentiality of such informatiorxcept Buyer may disclose any such informationdidfte extent required by law and (ii)
which relates to the operation of the Cryolab Besm

5.6 Notification. Until the third anniversary ofgtClosing Date, Buyer hereby agrees to provideetteSwritten notice of any change of
Buyer's address within five days after such chasgecifying such new address.

5.7 Acquired Sales Orders. Upon the sale and psecbBthe Subject Assets, Buyer agrees to paypimerfnd discharge in accordance with
their terms only the Sales Order Liabilities.

SECTION 6. SURVIVAL OF WARRANTIES.

6.1 Survival of Warranties. All representationsymaaties, agreements, covenants and obligatioresrher in any schedule, exhibit, certific:

or financial statement delivered by any party ircitto the transactions contemplated hereby arerraktshall be deemed to have been relied
upon by the parties receiving the same and shaliv&ithe Closing (subject to Section 7.1 hereefardless of any investigation and shall
merge into the performance of any obligation by pasty hereto.

SECTION 7. INDEMNIFICATION.

7.1 Indemnification by Seller. Seller (subjecthe following paragraph of this Section 7.1), agrteedefend, indemnify and hold Buyer, its
parent and its and their respective subsidiaridsaffiliates and persons serving as officers, dines; partners or employees thereof
(individually a "Buyer Indemnified Party" and cattévely the "Buyer Indemnified Parties") harmlessni and against any and all Claims (as
defined in Section 1.2 hereof), whether or notiagi®ut of third-party claims, without regard toyanvestigation by any of the Buyer
Indemnified Parties and including all reasonable@ants paid in investigation, defense or settlenoéthe foregoing, which may be sustained
or suffered by any of them based upon, arisingpfuty reason of or otherwise in respect of oranmection with (a) any inaccuracy in or
breach of any representation or warranty made HgrSe this Agreement or in any Schedule, exhibdrtificate, agreement or other
document delivered hereunder or in connection thih Agreement, or any claim, action or proceediagerted or instituted or arising out of
any matter or thing covered by such representabomgrranties (collectively, "Buyer Representatéom Warranty Claims"); (b) any breach
of any covenant or agreement made by Seller inAbieement or in any Schedule, exhibit, certificaigreement or other instrument delive
under or in connection with this Agreement, or ataym, action or proceeding asserted or institaesing out of any matter or thing covered
by any such covenant or agreement;

(c) any Claim relating to the business or operatioinSeller other than the Cryolab Business; (¢)@laim relating to the operations and
assets of the Cryolab Business which arises inaxtion with or on the basis of events, acts, omrssiconditions or any other state of facts
occurring or existing prior to or on the Closingt®éncluding, in each case, without limitationya®laim relating to or associated with the
litigation set forth on Schedule 2.11, warrantyirakaor claims for injury (including death) or clasnfor damage, direct or consequential,
resulting from or connected with products or segsiof the Cryolab Business sold or provided onrior o the Closing Date, product liabili
matters, warranty claims, tax matters, pensiontamgkfits matters, any failure to comply with apghie laws and/or permitting or licensing
requirements, personal injury and property damagtters and environmental and worker health andysafatters); or (e) any Claim relating
to the Unsalable Inventory Amount (as defined intiea 7.5) (collectively, "Inventory Claims"). Thights of Buyer Indemnified Parties to
recover indemnification in respect of any occureergferred to in clause (b),

(c), (d) or (e) of this Section 7.1 shall not baited by the fact that such occurrence may nottdoie an inaccuracy in or breach of any
representation or warranty referred to in clauy®f{&his Section 7.1.

The right of Buyer Indemnified Parties to recovatémnification under this Section 7.1 shall be sabjo the following limitations:

() No indemnification shall be payable by Sellathwespect to Buyer Representation and Warrangyn@ and Inventory Claims unless the
total of all amounts payable pursuant to this $ecfi.1 shall exceed $25,000 in the aggregate, wherethe total amount of such Claims
shall be recoverable in accordance with the tehraeebf, provided that such $25,000 limitation shall apply with respect to Claims
involving intentional misrepresentation or intentid concealment.

(i) All rights to indemnification under Sectionsifa) and 7.2(a) with respect to Buyer Represantatnd Warranty Claims and Seller
Representation and Warranty Claims, respectivéigil expire on the Second Anniversary Date, extiegat Buyer Representation and
Warranty Claims and Seller Representation and Wgri@laims relating to or involving intentional mépresentation or intention



concealment shall survive until and shall expiralendate three months after the termination obfh@icable statute of limitations relating
thereto. Notwithstanding the preceding sentenaa ibr prior to the second anniversary of the Qigddate (the "Second Anniversary Date")
a specific state of facts shall have become knowiclwmay give rise to a claim for indemnificationder Section 7.1(a) or 7.2(a), as the case
may be, and an Indemnified Party shall have givatiem notice of such facts known by such IndenedifParty at such time to Seller in the
case of a Buyer Indemnified Party, or to Buyerhia tase of a Seller Indemnified Party, then thiet ig indemnification with respect thereto
shall remain in effect without regard to when soddtter shall be finally determined and disposed\bfrights with respect to indemnificatic
with respect to Inventory Claims shall expire oa thay after the third anniversary of the Closingeghe "Third Anniversary Date"). All
rights to indemnification under Sections 7.1(a) &rit{a) with respect to claims other than Buyerr@sgntation and Warranty Claims, Seller
Representation and Warranty Claims and Inventoain@® shall, except as they may otherwise be extersirvive until and shall expire on
the date three months after the termination ofhicable statute of limitations relating therefbe limitations herein with respect to Buyer
Representation and Warranty Claims and Seller Reptation and Warranty Claims shall not limit thghts of any Indemnified Party with
respect to any other claims.

(iif) Notwithstanding anything contained in this

Section 7 to the contrary, Seller shall not be iegito indemnify Buyer Indemnified Parties wittspect to (A) Buyer Representation and
Warranty Claims and Inventory Claims in an aggregamount in excess of $500,000, except with redperiims relating to or involving
intentional misrepresentation or intentional cotrmesat, as to which no such limit shall apply, aBd khventory Claims in an aggregate
amount in excess of $250,000, except with respeciaims relating to or involving intentional mipresentation or intentional concealment,
as to which no such limit shall apply.

(iv) No indemnification shall be payable with respt Inventory Claims until after the Second Arersary Date, at which time such
indemnification, if any, shall be payable, but 8eBhall not (subject to the following sentenceydmuired to pay an amount in excess of an
aggregate amount (the "Initial Inventory Claims Amt)) equal to the lesser of (A) $125,000 or (BY&6f the Inventory Claims. The amol
of any Inventory Claims remaining unpaid followipgyment of the Initial Inventory Claims Amount (tHénpaid Inventory Claims
Amount”) shall (subject to the limitation set foithSection 7.1(iii)(B) hereof) be paid by Sellerthe relevant Buyer Indemnified Party on
Third Anniversary Date; provided, however, thabifowing the Second Anniversary Date and priothte Third Anniversary Date items of
Inventory with respect to which Inventory Claimsreveénade are sold, the Unpaid Inventory Claims Amigbhall be reduced by an amount
(the "Inventory Sales Amount") equal to the lesdiX) the aggregate amount of Inventory Claimsespnted by such sold Inventory items
or (Y) the actual aggregate net sales proceedsiyerBn respect of such sold Inventory items; pdedi further, however, that if the Inventory
Sales Amount exceeds the Unpaid Inventory Claimémh, Buyer shall pay to Seller on the Third Anmsagy Date the amount of such
excess.

7.2 Indemnification by Buyer. Buyer agrees to ddfendemnify and hold Seller, its parent and itd #reir respective subsidiaries and
affiliates and persons serving as officers, dinegtpartners or employees thereof (individuallsaller Indemnified Party" and collectively
"Seller Indemnified Parties") harmless from andiastaany and all Claims (as defined in Sectionheg&of), whether or not arising out of
third-party claims and including all reasonable amouatd m investigation, defense or settlement offthegoing, which may be sustainec
suffered by any of them based upon, arising oubypfeason of or otherwise in respect of or in @tion with (a) any inaccuracy in or bre:
of any representation or warranty made by Buyehis Agreement or in any Schedule, exhibit, cerdife, agreement, or other document
delivered hereunder or in connection with this Aggnent, or any claim, action or proceeding assemteastituted or arising out of any matter
or thing covered by such representations or wagsiftSeller Representation and Warranty Claim@})any breach of any covenant or
agreement made by Buyer in this Agreement or in&ehedule, exhibit, certificate, agreement or othstrument delivered under or in
connection with this Agreement, or any claim, attiw proceeding asserted or instituted arisingobainy matter or thing covered by any s
covenant or agreement; (c) any Claim relating éodperation by Buyer of the Subject Assets afterGlosing Date which arises in connec
with or on the basis of events, acts, omissionsditimns or any other state of facts occurringxsting after the Closing Date (including, in
each case, without limitation, any Claim relatiogot associated with warranty claims or claimsifgury (including death) or claims for
damage, direct or consequential, resulting froroammected with products or services sold or praVioke Buyer after the Closing Date,
product liability matters, warranty claims, tax teas, pension and benefit matters, any failureotofly with applicable laws and/or
permitting or licensing requirements, personalmpjand property damage matters and environmenthhamker health and safety matters);
and (d) the non-performance of the Sales Orderilitiab to the extent assumed by Buyer hereundd¢hey become due, in accordance with
their respective terms.

The rights of Seller Indemnified Parties to recomglemnification under this Section 7.2 shall bbjsat to the following limitations:

(i) No indemnification shall be payable by Buyetiwiespect to Seller Representation and Warrarain@Gl unless the total of all amounts
payable pursuant to this Section 7.2 shall exc@&8J0®0 in the aggregate, whereupon the total amafusiich Claims shall be recoverable in
accordance with the terms thereof, provided thel $i25,000 limitation shall not apply with resperClaims involving intentional
misrepresentation or intentional concealment.

(i) Notwithstanding anything contained in this

Section 7 to the contrary, Buyer shall not be remplito indemnify Seller Indemnified Parties witlspect to Seller Representation and
Warranty Claims in an aggregate amount in exce$600,000, except with respect to claims relatmgrtinvolving intentional
misrepresentation or intentional concealment, aghtich no such limit shall apply.

7.3 Notice; Defense of Claims. Promptly after rptély an indemnified party of notice of claims birtl parties or litigation filed with respect
to, or the commencement of any governmental praogemt investigation relating to, any claim, lidtyilor expense to which the
indemnification obligations hereunder would apphe indemnified party shall give notice thereofiriting to the indemnifying party, but tt



omission to so notify the indemnifying party protgptill not relieve the indemnifying party from atiability except to the extent that the
indemnifying party shall have been prejudiced assalt of the failure or delay in giving such netiSuch notice shall state in reasonable
detail the information then available regarding @ngount and nature of such claim, liability or exge and shall specify the provision or
provisions of this Agreement under which the lidibr obligation is asserted. If within 20 daysesifreceiving such notice the indemnifying
party gives written notice to the indemnified pastsiting that it disputes and intends to defendnagiauch claim, liability or expense at its
own cost and expense, then counsel for the defradkbe selected by the indemnifying party (sutljeeche consent of the indemnified party
which consent shall not be unreasonably withhehd)tae indemnified party shall make no paymenturhslaim, liability or expense as lo
as the indemnifying party is conducting a goodhfaihd diligent defense. Notwithstanding anythingehrestated, the indemnified party shall
at all times have the right fully to participatesmch defense at its own expense directly or thrmaognsel and shall have the right to consent
to any settlement proposed by the indemnifyingypavhich consent shall not be unreasonably withhaldvided, however, if the named
parties to the action or proceeding include bothitldemnifying party and the indemnified party aedresentation of both parties by the s
counsel would be inappropriate under applicabledsteds of professional conduct, the expense ofrapaounsel for the indemnified party
shall be paid by the indemnifying party. If no sumdtice of intent to dispute and defend is giverntt®yindemnifying party, or if such diligent
good faith defense is not being or ceases to béumed, the indemnified party shall, at the expeigbe indemnifying party, undertake the
defense of (with counsel selected by the indenthiiarty), and shall have the right to compromiseattle (exercising reasonable business
judgment) such claim, liability or expense. Thedmuhified party shall make available all informatemd assistance that the indemnify

party may reasonably request and shall cooperdtetiad indemnifying party in such defense.

7.4 Satisfaction of Indemnification Obligations.yAimdemnity payable pursuant to this Section 7Idi@bpaid within the later of (a) ten (10)
days after the indemnified party's request ther@fothe case of claims not involving a third pamy (b) ten (10) days prior to the date on
which the loss upon which the indemnity is base®dgiired to be satisfied by the indemnified palryorder to satisfy any indemnification
obligations of Seller, Buyer shall have the rightgddition to collecting directly from Seller inhwle or in part, at its option) to set off the
amount of any indemnification owed to it or itsikdtes under Section 7.1 against any amounts wikerdue from Buyer or its affiliates to
Seller (including without limitation any amountsedunder Section 7.1(iv) hereof).

7.5 Unsalable Inventory. For purposes of this Agreet, the term "Unsalable Inventory Amount" medresamount, if any, by which (a) the
aggregate value of any Inventory set forth on Saleed.11 which is not sold on or prior to the Setémniversary Date exceeds (b) the
amount of the reserve for obsolete or scrap invgrget forth on Schedule 1.1(a)(i). For purposedatérmining the value of any Inventory
remaining unsold, the value of such Inventory shalbs reflected on Schedule 1.1(a)(i). For pupo$eetermining whether an Inventory
item has been sold, all parts included in prodowsufactured and sold by Buyer after the Closimgytaich would have been included in
such products but for the fact that Buyer modiedh product after the Closing Date, unless sudtiifination was made by Buyer as a result
of facts which would result in a breach of anyh# tepresentations or warranties contained in @eetiof this Agreement) which are the si
as parts which are included in the Inventory, shalleemed to have been sold whether or not suthwere in fact included in the Inventory
or whether Buyer purchased or manufactured suds péer the Closing.

SECTION 8. MISCELLANEOUS.

8.1 Law Governing. This Agreement shall be constueder and governed by the laws of the CommontveéliMassachusetts without
regard to the conflicts of laws provisions thereof.

8.2 Notices. All communications, notices and cotsenovided for herein shall be in writing and lieeg in person or by means of telex,
facsimile or other means of wire transmission (wéhuest for assurance of receipt in a manneraypiith respect to communications of that
type) or by mail, and shall become effective

(x) on delivery if given in person, (y) on the daferansmission if sent by telex, facsimile oretimeans of wire transmission, or

(2) four business days after being deposited irthiged States mails, with proper postage, fot-itass registered or certified mail, prepaid.

Notices shall be addressed as follo
If to Buyer, to:

c/o Watts Industries, Inc.
815 Chestnut Street
North Andover, MA 01845

Attn: President
Facsimile Number: 508-688-5841

With a copy to:

c/o Watts Industries, Inc. 815 Chestnut Street
North Andover, MA 01845 Attn: Suzanne M. Zabitchidsg.

Facsimile Number: 5(-68€-5841



Goodwin, Procter & Hoar

Exchange Place
Boston, MA 02109
Attn: John R. LeClaire, P.C.

Facsimile Number: 617-523-1231
If to Seller:

SAES Pure Gas, Inc.
4175 Santa Fe Road
San Luis Obispo, CA 93401

Attn: President
Facsimile Number: 805-541-9399

With a copy to:
Martin J. Tangeman, Esq.
Sinsheimer, Schiebelhut & Baggett

1010 Peach Street
P.O. Box 31
San Luis Obispo, CA 93406-0031 Facsimile Numbeb-881-2802

provided, however, that if any party shall haveigiested a different address by notice to the otlreagcordance with this Section 8.2, the
the last address so designated.

8.3 Prior Agreements Superseded. This Agreememirsegdes all prior understandings and agreementsgthe parties relating to the subj
matter hereof.

8.4 Assignability. This Agreement shall not be gsable by any party, except by Buyer to an afliat Buyer (which assignment shall not
relieve Buyer of any of its obligations hereund®ithout the prior written consent of the othertpear hereto. This Agreement (including
without limitation the provisions of Section 7) #ize binding upon and enforceable by, and shaitérto the benefit of, the parties hereto and
their respective successors, heirs, executors,rashngitors and permitted assigns.

8.5 Captions and Gender. The captions in this Agese are for convenience only and shall not affeetconstruction or interpretation of any
term or provision hereof. The use in this Agreenarthe masculine pronoun in reference to a pagtgto shall be deemed to include the
feminine or neuter pronoun, as the context mayirequ

8.6 Certain Definitions. For purposes of this Agneat, the term:

(a) "affiliate” of a person shall mean a persort theectly or indirectly, through one or more intexdiaries, controls, is controlled by, or is
under common control with, the first mentioned pers

(b) "control" (including the terms "controlled bgthd "under common control with") means the poseassiirectly or indirectly or as trustee
or executor, of the power to direct or cause theation of the management policies of a personthdrehrough the ownership of stock, as
trustee, partner or executor, by contract or cra@ngement or otherwise;

(c) "person” means an individual, corporation, parship, association, trust or any unincorporateamization; and

(d) "subsidiary" of a person means any corporatiane than 50 percent of whose outstanding votiegritées, or any partnership, joint
venture or other entity more than 50 percent ofsehiotal equity interest, is directly or indireatiwned by such person.

8.7 Execution in Counterparts. For the conveniaridbe parties and to facilitate execution, thisé@gment may be executed in two or more
counterparts, each of which shall be deemed ainatjgut all of which shall constitute one and saene document.

8.8 Amendments; Waivers. This Agreement may narbended or modified except by a writing duly anlidiaexecuted by each party
hereto. Compliance with any condition or covenattierth herein may not be waived except by a ngitluly and validly executed by the
party or parties to be bound. No delay on the lainy party in exercising any right, power or fage hereunder shall operate as a ws



thereof, nor shall any waiver on the part of angtypaf any such right, power or privilege, or anygle or partial exercise of any such right,
power or privilege, preclude any further exerctseréof or the exercise of any other such right,groov privilege.

8.9 Severability. Each of the provisions contaiirethis Agreement shall be severable and the umesébility of one shall not affect the
enforceability of any other provision or the rentnof this Agreement.

8.10 Bulk Sales Law. Buyer waives compliance byeBelith the provisions of any applicable bulk salgaudulent conveyance or other law
for the protection of creditors, and Seller agrgesddition to and independent of Seller's inddioafion obligations contained in Section 7)
to indemnify and hold Buyer harmless from, and kainse Buyer for, any loss, cost, expense, liabiitdgamage

(including reasonable counsel fees and disbursenaardt expenses) which Buyer may suffer or incwitiye of the non-compliance by
Seller with such laws.

8.11 Publicity and Disclosures. Buyer and its &ffés and Seller shall be permitted to make suebspreleases and disclosures of the
transactions contemplated by this Agreement asdkesire, provided however, (i) the Purchase Pliedl sot be publicly disclosed, unless in
the reasonable opinion of the disclosing party slisblosure is required to comply with the lawdesuor regulations now applicable to it or
which in the future become applicable to it angr{@ither Seller nor its affiliates in any suchgzreelease shall refer to Buyer, Watts
Industries, Inc. or any affiliate of either onecegt solely to disclose the name Circle Seal Césytinc. as the Buyer hereunder.

8.12 Consent to Jurisdiction and Service. Eachefiarties hereto consents to personal jurisdicservice of process and venue in the fe
or state courts of Massachusetts with respecty@ad all claims or disputes between the partigsing directly or indirectly in connection
with this Agreement and the related agreementssahddules, including but not limited to any anccldims for indemnification and other
rights established by this Agreement.

IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be executed as of the datedatstorth above by their duly
authorized representatives.

BUYER:
CIRCLE SEAL CONTROLS, INC.

By:/s/Ri ck L Needham
Ri ck L. Needham
Pr esi dent

SELLER:
SAES PURE GAS, INC.
By:
Francesco della Porta

Chief Executive Office



STOCK PURCHASE AGREEMENT
This agreement is made and entered into in AmsteaaNovember 18, 1994 by and between:

WATTS INDUSTRIES EUROPE BV ("Watts Europe"), incorpted as a besloten vennootschap met beperktprakakjkheid under the
laws of The Netherlands, having its registeredceffit Kollergang 14, 6961 LZ Eerbeek, The Netheldarepresented by Mr. Johan van
Kouterik, acting pursuant to the Power of Attornayopy of which is attached hereto as Annex 1,

KF INDUSTRIES EUROPE BV ("KF"), incorporated as @stoten vennootschap met beperkte aansprakelijkineldr the laws of The
Netherlands, having its registered office at Kgtarg 14, 6961 LZ Eerbeek, The Netherlands, repteddry Mr. Michael O. Fifer, actin
pursuant to the Power of Attorney, a copy of whihttached hereto as Annex 2, of the one part,

PHILABEL INTERNATIONAL NV ("Philabel International), a Netherlands Antilles company with principdicdgs at 22 Julianaplein,
Curacao, Netherlands Antilles, a share capitalD&fthousand Dutch Guilders, represented by Mr.B.\Moret, acting pursuant to the Power
of Attorney, a copy of which is attached heret@\asex 3 (Philabel International being hereinafiemstimes referred to also as "Seller"),

Mr. Antonio Vienna ("A. Vienna") , an Italian cittn domiciled in Milano, Via Archimede, 57, fiscalde no. VNN NNG 4IMI9 B045V, and

G.LLV.A. SpA ("GIVA"), an Italian company with praipal offices at Via Risorgimento, 63, Mazzo di RiMilano), a share capital of
14,600,000,000 Italian lire, enrolled in the Regisif Companies with the Tribunal of Brescia, ne6486, tax and VAT code no.
02917180172, represented by the sole director Aniva, duly empowered as attested by the certifisateed on September 12, 1994 by the
Tribunal of Brescia, copy of which is attached ees Annex 4 (A. Vienna and GIVA being hereinafeferred to as "Guarantors")

of the other pe

WHEREAS:

A. Seller owns all the shares representing theesntitstanding share capital of Philabel NV (theltihg Company"), a Dutch company with
principal offices at 504 Herengracht, 1017, CB Aendam, the Netherlands, a share capital of 3,69100ch Guilders, divided into 36,500
ordinary and 10 preference bearer shares of 106hD&tilders each (the "Shares");

B. Seller represents and warrants that the Hol@iagpany is the beneficial owner of a shareholdiagigipation consisting of 100% (one
hundred per cent) of the shares of Pibiviesse $ipA"Company) an Italian company with principalicdk at Via Di Vittorio 43, Mazzo di
Rho (Milano), Italy, a share capital of 2,000,0@@@two billion) Italian Lire, divided into 20,00@wenty thousand) ordinary shares of
100,000 (one hundred thousand) Italian Lire eactglked in the register of Companies with the Tribliof Milano, no. 245162/6485/12, tax
and VAT code no. 07798890153;

C. the Company in turn owns a quota having a plarevaf 32,000,000(thirtgwo million) Italian Lire constituting 80% (eightyer cent) of th
entire share capital of De Martin Giuseppe e Fgli(the "Quota"), an Italian Company with regisoffice at Via Fratelli Bandiera, 47,
Robecco sul Naviglio, Milano, Italy, a share calpita40,000,000 (forty million) Italian Lire, enreld in the Register of Companies of Milano
no. 239552/6393/2, tax and VAT code no. 0000045156 Martin"), the remaining 20% (twenty per ceotthe share capital of De Martin
being owned as to 10% (ten per cent) by Mr. Manieste De Martin and as to 10% (ten per cent) byEvizo Corbella (collectively, the
"Minority Shareholders of De Martin");

D. prior to the date hereof, the Company had tHeviing further participations:

(a) 231,300 (two hundred thirty-one thousand thmeedred) shares of 10,000 (ten thousand) Italia® éach representing 70.09% (seventy
point zero nine per cent) of the entire share ehpitForgiatura A. Vienna SpA ("Forgiatura Vienha"

(b) 3,200 (three thousand two hundred) shares ©@000(ten thousand) Italian Lire each represeritbih (sixteen per cent) of the entire share
capital of La Valvomeccanica SpA ("Valvomeccanicahd

(c) 4,050,000 (four million fifty thousand) shai&s1,000 (one thousand) Italian Lire each reprasgrg2.4% (thirty-two point four per cent)

of the entire share capital of Nuova Breda Fucip& §Nuova Breda") ;

E. Seller represents that, pursuant to prior undedings reached with Watts Industries, Inc., a ddgporation directly or indirectly
controlling Watts Europe and KF ("Watts"), it proed the following actions and transactions to lensand accomplished on or before the
date hereof:

(a) all outstanding options or other rights to daeg®hares (as hereinafter defined) have been badar waived;

(b) the Company has sold and transferred to GIVA company designated by GIVA, which acquired agthine transferee of, all the shares
of Forgiatura Vienna, Valvomeccanica and Nuova Brétle "Sale and Purchase of Certain Participatjgresxd the Company received the
following amounts in consideration of said salesludres:

(i) 6,260,000,000 (six billion two hundred sixtylhan) Italian Lire for the shares of Forgiaturaevina;

(i) 402,000,000 (four hundred two million) Italidrire for the shares of Valvomeccanica; and

(iii) 100,000 (one hundred thousand) Italian Lioe the shares of Nuova Breda, while the Comparajnetl its participation in De Martin;

(c) all intercompany accounts between any andoafianies directly or indirectly controlled by GIMAcluding Forgiatura Vienna,
Valvomeccanica and Nuova Breda (collectively, t8dVA Group"), of the one part, and the Company,NDertin (sometimes collectively
referred to as the "Operating Companies") and thieliig Company, of the other part, have been ofigainst each other and the net balz



of the offset has been paid by the debtor parti¢ccreditor party, except that trade debts ofQperating Companies to companies of the
GIVA Group have been excluded from said offsethwilite understanding that they will be paid in adeoce with their respective terms; and

(d) all intercompany agreements, contracts, unkieiga and arrangements in existence between atichganies of the GIVA Group, as well
as any other company in which

A. Vienna has a participation (with the only exéeptof the existing rent agreements between the fizmy and Immobiliare Danubio Srl
("Immobiliare Danubio™) and La Valvomeccanica) tbé one part, and the Holding Company, the ComjaaidyDe Martin, of the other part,
have been terminated by mutual agreement of teeaat parties thereto and neither party theretmhgdurther claim or action against the
others; and

F. the parties desire to set out herein the defenterms and conditions for the sale and purclésige Shares and of the Quota, now,
therefore, in consideration of the mutual undeditags and covenants contained herein Watts EutOp@nd the Designated Company (as
hereinafter defined), collectively referred to &siyers”, Seller and Guarantors agree as follows.

ARTICLE 1 - RECITALS AND ANNEXES
The recitals set out above and the Annexes attdobesdo form an integral and substantive part isfstock purchase agreement (the
"Agreement").

ARTICLE 2 - SALE AND PURCHASE OF THE QUOTA AND OF T HE SHARES

Subject to the terms and conditions set out herein:

(a) the Company sells and transfers to the compasignated by Watts Europe prior to the date hdthef'Designated Company"), which
acquires and becomes transferee of, the QuotdStie and Purchase of the Quota");

(b) promptly after the Sale and Purchase of thetQReller sells and transfers to KF and Watts geiravhich accept and become transferee
of, the Shares (the "Sale and Purchase of the Sha®follows:

(i) no. 36,135 (thirty-six thousand one hundredtyhfive) ordinary Shares and no. 10 preferencer&haorresponding to 99% (ninety-nine
per cent) of the entire share capital of the Hgdiompany to KF; and

(i) no. 365 (three hundred sixty-five) Shares,responding to 1% (one per cent) of the entire sbapétal of the Holding Company to Watts
Europe.

ARTICLE 3 - PRICES

3.1 The price for the Quota has been jointly deileechin the amount of 510 (five hundred ten) miilibalian Lire (the "Price for the Quota").
The Price for the Quota is fixed and not subjecdfustment, without prejudice however to the reprgations and warranties of Seller
concerning De Martin set out in the Agreement.

3.2 Using the method of calculation previously aglehe price for the Shares has been jointly deterd as follows:

(a) the total amount of 29,827, 193,801 (twentyertiillion eight hundred twenty-seven million onentdred ninety-three thousand eight
hundred one) Italian Lire (the "Provisional Portimirthe Price™), which has been calculated basetth@malance sheet of the Company as of
September 30, 1994 attached hereto as Annex 5R#ference Balance Sheet") , it being specifiett tha

(i) the Reference Balance Sheet; and

(i) the Provisional Portion of the Price have bgespared in accordance with the criteria agred¢aden the parties set out in the schedule
attached hereto as Annex 6 (the "Agreed Criterjais

(b) deferred and conditional amounts (the "DefeRedion of the Price") equal to:

(i) 11.25% (eleven point twenty-five per cent) loétportion of Net Product Revenues of the Compasynéreinafter defined) exceeding 60
(sixty) billion Italian Lire per annum, limited @ three-year period starting from January 1, 198bup to a total aggregate amount of 4,500
(four thousand five hundred) million Italian linjth the understanding that each amount possibéyljuBuyers hereunder shall be paid
within 75 (seventy-five) days from the end of ea€lthe calendar years 1995, 1996, 1997; and

(i) 15% (fifteen per cent) of the portion of Netdduct Revenues obtained in the aggregate by thep@oy in the calendar years 1995, 1996
and 1997 which exceeds 220 (two hundred twentyipbiltalian lire up to a total amount of 1,500 éotihousand five hundred) million Italian
lire, with the understanding that the amount pdgsioe by Buyers hereunder shall be paid within dhiat5, 1998. For the above purposes,
"Net Product Revenues" means gross revenues otitajnghe Company from sales of products less iotliigxes on sales, duties, transport
and insurance costs, discounts, allowances om®tim the event that, on or before the date orchvhiDeferred Portion of the Price is due by
Buyers hereunder, an award is rendered in favoBugérs pursuant to the arbitration provisionsosgthereinafter, and any amounts due by
Seller in accordance with such arbitration awangeh@ot been paid by Seller to Buyers, then saiciigh@mount shall be deducted from the
Deferred Portion of the Price.

3.3 Buyer shall refrain from doing or procuring tiempany to do any actions or omissions mainlynidésl to circumvent or limit the effects
of the provisions set out in the preceding sub-gragh
3.2 (b).

3.4 The Provisional Portion of the Price is subjecidjustment (the "Price Adjustment") in accoiawith the provisions set out hereinafter.

3.5 The obligation of Buyers to pay to Seller tme®Adjustment, if any, is assisted by a bank gote issued by Credit Lyonnais Bank
Nederland NV, Rotterdam, in favour of Seller foramnount equal to 15% (fifteen per cent) of the Bional Portion of the Price, conformii



to the text attached hereto as Annex 7 (the "BulyEnst Bank Guarantee").

3.6 The obligation of Buyers to pay to Seller theféred Portion of the Price is also assisted bgrik guarantee issued by Credit Lyonnais
Bank Nederland NV, Rotterdam, in favour of Sellar&n amount up to 6, 000, 000, 000 (six billicw@)ian Lire (the "Buyers | Second Bank
Guarantee") , conforming to the text attached loemstAnnex 8.

ARTICLE 4 - CLOSING

4.1 on the date hereof (the "Closing Date"), imratady after the execution of the Agreement, thiofaing actions and transactions are taken
and accomplished:

(@) in Milano, at the offices of Mr. Giuseppe Gasjpé, Notary Public, Via Manzoni, 20, Milano, a1 130 a.m., the Sale and Purchase of the
Quota is made by means of execution by the Compadythe Designated Company of a deed of sale dugviny notary in accordance with
Italian law;

(b) in Amsterdam, at the offices of Clifford Chanégollolaan, 171, 1077 Amsterdam, at 11:45 a.he,S$ale and Purchase of the Shares is
made by due delivery of the share certificategspect of the Shares from Seller to Buyers in alzoose with Dutch law;

(c) Buyers (pro-quota between them) pay to Sellé6 $ninety per cent) of the Provisional Portiortted Price (the "Amount Paid at Closing")
by bank wire transfer to the bank accounts indatétethe selling party;

(d) Buyers deliver to Seller the Buyers' First B&karantee and the Buyers' Second Bank Guarantee;

(e) Seller delivers to KF a bank guarantee issyefiBN-Amro Bank Nederland NV, in favour of KF, canring to the text attached hereto
as Annex 9 (the "Seller's Bank Guarantee") , foamwount equal to 15% (f if teen per cent) of theodimt Paid at Closing (subject to a
possible reduction as per separate written undetistgs), to guarantee payment of indemnificatidfisny, due by Seller to Buyers in
accordance with the provisions set out hereinafiéh the understanding that the rights of Buyerder the Seller's Bank Guarantee shall be
without prejudice to, and not in limitation of, thghts of Buyers deriving from the Agreement;

(f) having all the directors and statutory auditdfany, of the Holding Company, the Company areNbartin, submitted their written
resignations effective as of the Closing Date, authcosts for the Holding Company, the Company@edJartin, the Shareholders Meetings
of the Holding Company, the Company and De Mantipant new directors and statutory auditors, whnareessary, to replace the resigning
directors and statutory auditors in accordance thighwritten instructions given by Buyer prior teetdate hereof; and

(9) the following additional agreements, contramtsindertakings (the "Additional Agreements") axeauted by all the relevant parties
thereto:

(i) non-competition and non-disclosure undertakibg#\. Longhi to the Company;

(i) employment contract between a company corgtblly Watts Europe and R. Bartolena and a letlatimg thereto;

(iii) letter-agreement between the Company and BMrhational Srl ("BMI"), providing inter alia faermination by mutual consent of the
existing Agency Agreement, three-years noncompetiind ten-years non-disclosure undertakings by; B

(iv) letter-agreement between Forgiatura ViennathedCompany, concerning supplies of forgings brgkura Vienna to the Company.

4.2 Within 7 (seven) days from the Closing Date &syshall procure that the Designated Company foelyee Company the Price for the
Quota.

ARTICLE 5 - OUTSTANDING BANK GUARANTEES

5.1 Starting from the Closing Date, Buyers shaleimnify and keep Seller and/or the other compaofitise GIVA Group harmless from any
damages, costs or expense deriving from or condi@dtl the enforcement by creditors of the Companie Martin of any outstanding
guarantees or similar undertakings issued or peathy Seller and/or other companies of the GIVAUprin the interest of either the
Company or De Martin and in favour of creditordtod same as listed in the schedule attached hasedmnex 10 (the "Outstanding
Guarantees in Favour of Creditors of the Operafiompanies"). Buyers also undertakes to endeavaaston, in co-operation with Seller
and as soon as practicable after the Closing Eraeyll release of Seller and/or other companfab® GIVA Group having issued or
procured Guarantees in Favour of Creditors of tamm@any or De Martin from any obligations derivimgthem from said Outstanding
Guarantees in Favour of Creditors of the Operafingipanies.

5.2 Starting from the Closing Date, Seller shallimnify and keep Buyers, the Holding Company aeddperating Companies harmless
from any damage, cost or expense deriving fronoanected with the enforcement by creditors of camesaof the GIVA Group of any
outstanding guarantees or similar undertakingsissu procured by the Company in favour of creditwfrany company of the GIVA Group
as listed in the schedule attached hereto as Ahhéthe "Outstanding Guarantees issued by the CoynipaFavour of Creditors of
Companies of the GIVA Group"). Seller also undegtato endeavour to obtain, as soon as practicétbletle Closing Date, the full release
the Company from any obligations deriving to frdme Outstanding Guarantees issued by the Compdrgvour of Creditors of Operating
Companies of the GIVA Group.

ARTICLE 6 - ADJUSTMENT OF THE PROVISIONAL PORTION O F THE PRICE AND
DEFERRED PORTION OF THE PRICE

6.1 Within 75 (seventy-five) days from the Closibgte (the "Term"):

(a) for the purpose of the Price Adjustment Sedtell, in cooperation with Buyers and the compamy with the assistance of Deloitte &
Touche s.n.c., Milano, designated by Buyers aralmiblic accountant designated by Seller, dranwheptlance sheet of the Company as of
the Closing Date (the "Closing Balance Sheet")giie Agreed Criteria; ar



(b) the adjusted price for the Shares (the "Adgiftece") shall be calculated based on the CloBignce Sheet always using the Agreed
Criteria.

6.2 The amount equal to the difference betweemtheunt Paid at Closing and the Adjusted Price (thdjustment”) shall be due by Buyers
(proquota) to Seller or by Seller to Buyers (alwpys-quota), as the case may be, and payable aslpdofor hereinafter.

6.3 In the event that, within the Term, Seller &uyers do not agree on the Closing Balance Sheat @rhether or not the Adjustment is due
or on the amount thereof, the matter will be prdyngtibmitted by Seller or Buyers to Reconta Ernst@ung
s.a.s., Milano (the "Expert") .

6.4 The Expert will be required to communicatedigsermination within 20 (twenty) business days iiting at the same time to Seller and
Buyers. The determination of the Expert shall balfand binding.

6.5 If the Adjustment is agreed between SellerBungkrs or determined and communicated by the Exgseprovided for above, then Selle
Buyers, as the case may be, shall make paymenhwit{seven) working days from the date of the agrent between Seller and Buyers or
from receipt of the communication by the Experthascase may be, by bank wire transfer to the lbaonkunt to be indicated in a timely
manner by the relevant party.

6.6 Buyers shall procure that the Company as seqmacticable after the end of the calendar ye2®§,11996 and 1997 communicates the
data required to calculate the Deferred PortiothefPrice and shall make payment of the relevaniusts due to Seller, if any, in accordance
with the provisions of paragraph 3.2 above.

6.7 In the event that, within the date on whictagment, if any, of a Deferred Portion of the Pigkdue, Seller and Buyers do not agree on
whether or not a payment of Deferred Portion ofRhiee is due by Buyers to Seller or on the amdthurteof, the matter will be promptly
submitted by Buyers or Seller to the Expert foafidetermination applying the provisions of parpysa6.4 and 6.5 above.

ARTICLE 7 - REPRESENTATIONS AND WARRANTIES

7.1 Seller and Guarantors hereby jointly and sdlyerapresent and warrant each of the statemenisusén Annex 12 and in the schedules
annexed thereto (the "Representations and Warsdnfiwith the understanding that the Represemtatamd Warranties will survive the
transfer of the Quota and the transfer of the Shiaraccordance with the provisions set out hefena

7.2 Any due diligence investigations made by Buyredisclosures made by Seller or Guarantors to Buggor to the date hereof do not limit
the Representations and Warranties or affect giegiof Buyers under the Agreement in any mannatsdever.

ARTICLE 8 - INDEMNIFICATION

8.1 Seller and Guarantors shall be jointly and sslyeliable to indemnify and hold Buyers, the Ccamp and De Martin harmless from and
against any liability, claim or damage arising fromotherwise connected with any material breacthisfAgreement, and in particular of the
Representations and Warranties, or any contingaitity arising from or otherwise connected witicts, acts or omissions of Seller, the
Holding Company or the Operating Companies occupefdre the Closing Date, except only for:

(@) liabilities of the Company:

(i) reflected in the Reference Balance Sheet; or

(i) incurred in the ordinary course of businesgsithe date of the Reference Balance Sheet hat{Closing Date; or

(iii) already taken into account for the purposeia Price Adjustment; or

(b) liabilities of De Martin reflected in its Decérar 31, 1993 balance sheet or incurred in the argioourse of business since that date and
until the Closing Date.

8.2 Any indemnification by Seller and/or Guarantpussuant to the preceding paragraph (the "Indeoatibn™) shall be deemed a reduction
of the Adjusted Price.

8.3 Without prejudice to other provisions of therégment, in the event that Buyers become awaracts that could give rise to a claim to
Seller concerning environmental matters, Buyerd stfarm Seller and Guarantors as soon as possifitea view to permit Seller to carry
out remedial actions to minimize damage.

ARTICLE 9 - THIRD PARTY IS CLAIMS

9.1 Buyers shall give promptly notice to Sellermaal third party Is claim against the Holding Companthe Operating Companies (the
"Third Party's Claim") which may result in a claby Buyers pursuant to the Agreement.

9.2 Within 30 (thirty) days from the above commuation of the Buyers, Seller shall communicate tgd3s its decision whether it intends to
defend such Third Party Is Claim or n



9.3 If Seller decides to defend the Third Party&r@:

(a) Buyers shall permit Seller to defend such THeadty' s Claim in the name of the Holding Compahg,Company or De Martin, as the c
may be, through counsel selected and paid by Seli@acceptable to Buyers; and

(b) Seller shall request its counsel to consultfaig cooperate at all times in such defence witinsel designated and paid by Buyers or the
Holding Company, the Company or De Martin.

9.4 If Seller decides not to defend the Third ParGlaim or if Seller fails to communicate its ds#on pursuant to paragraph 9.2 above, B
and the Holding Company, the Company or De Maginthe case may be, shall be free to defend, settiempromise, in whole or in part,
such Third Party's Claim, it being understood ageéed that all expenses connected therewith shadbit of the relevant Buyers claim.

9.5 In all cases Seller and Buyers shall coopénageod faith in the defence or settlement of th&d Party's Claims, taking into account tt
respective interests as well as those of the Hgl@iampany, the Company or De Matrtin.

ARTICLE 10 - LIMITATIONS

10.1 In order for a claim under the Agreement (Ril€") to be validly made, Buyers shall have togghotice in writing to Seller and
Guarantors:

(a) with respect to any Claim concerning taxesiedyutabour, social security or environmental nratteefore the expiration of a period of 6
(six) years from the Closing Date; or

(b) with respect to any Claim concerning matteleothan those referred to under (a) above, bélfi@rexpiration of a period of 3 (three)
years from the Closing Dat

10.2 The Indemnification possibly due by SelleGararantors in accordance herewith shall be limibegl maximum amount equal to the
amount of the Adjusted Price plus any amount pgiBlyers as Deferred Portion of the Price.

ARTICLE 11 - BOARD OF DIRECTORS OF THE COMPANY

11.1 Seller and Buyers shall procure that, in sy 1995, 1996 and 1997, A. Vienna (or anothesgmedesignated by Seller) is at all times a
member of the Board of Directors of the Compang,dther being persons appointed upon designatidNdays Europe.

11.2 During the above mentioned three-year period:

(a) Watts and Buyers undertake not to interfertiénsales policy of the Company as establishedstiaard of Directors;
(b) the Board of Directors shall not delegate to

A. Vienna operating powers; and

(c) the Board of Directors will convene at leasethtimes per year.

ARTICLE 12 - LEASE CONTRACTS

12.1 Seller and Guarantors warrant that, until A1@1, 1995, the Company shall have the right tdinae to use the plants and offices
presently used at Mazzo di Rho and Nerviano, utidetease contracts currently in force (the "Erigtiease Contracts") upon their
respective contractual terms and conditions, exiteptthe Existing Lease Contracts shall, as oftlusing Date, be amended to provide that:
(a) ordinary maintenance will be for the accounthef Company, while extra-ordinary maintenance bélifor the account of the owner; and
(b) costs for insurance against fire shall be fierdccount of the Company.

12.2 Guarantors further undertake to provide toGbmpany, and Buyers shall cause the Company &v B1id, a new lease contract and an
option (the "Option") to obtain lease of an additibindustrial building (collectively, the Leaser@@cts") in accordance with the following
agreed scheme:

(a) Guarantors shall procure that the owner ofNbe Plant and Offices (as hereinafter defined) gthe Buyer 90 (ninety) days prior written
notice that the same are available for lease t@€tmapany and Buyer shall procure that, within 3rf) days from receipt of said notice, the
Company provides to the owner the layt of the production facilities to be installedtla¢ care and expense of the Company at the Nanvt,
including a detailed description of the locatiomudin equipment, electric and other connectionsaarydother data as required to permit the
normal operation of the New Plant as of the effectiate of the relevant lease contract (the "Nest Lease Contract");

(b) the object of the New First Lease Contract sl

(i) a new 12,000 (twelve thousand) square metenstph finished conditions and ancillary land arWano (the "New Plant") ;

(i) the 1,588 (one thousand five hundred eightyh&i square meters of existing offices and angilta@rvices at Nerviano (the "Offices") ; and
(iii) 2,800 (two thousand eight hundred) squarearsebf existing industrial buildings at Mazzo didrlall as better described in the schedule
attached hereto as Annex 13;

(c) the rent to be provided for in the New Firsake Contract shall be 1.3 (one point three) billtafian Lire in the aggregate;

(d) the New Plant and Offices at Nerviano shalhiailable by August 31, 1995, so that the Firstsee@ontract may be effective from
September 1, 1995 at the latest, with the undagsigrihat should the First New Lease Contract mogffiective, for any reason, by September
1, 1995, the Company shall be entitled to contitougse the plants and offices object of the Existinase Contract at the same terms and
conditions until the First Lease Contract beconffectve, without prejudice to any other right @mmedy of Buyers hereunder;

(e) the Option will be exercisable by the Compaiithiw one year from the Closing Date and if it i®ecised:

(i) Guarantors shall procure that an additiona08,(hree thousand) square meters industrial lgjldonforming to the specifications set out
in the schedule attached hereto as Ar



14 (the "Expansion") is constructed at Nervian@edit to the New Plant; and

(i) the Expansion shall be leased to the Compaitlyinvl (one) year from the date of exercise of @tion pursuant to a lease contract (the
"Second New Lease Contract") providing for a rémt@0 (four hundred million) Italian Lire per year;

(f) the Lease Contracts shall inter alia providatth

() ordinary maintenance shall be for the accodnhe Company;

(i) extraordinary maintenance for the accounthaf éwner;

(iii) the Company shall at its expense insure ted estate leased against fire for a value of itte€h) billion Italian Lire, subject to yearly
revision at the request of the Company, designdtiagpwner as beneficiary;

(iv) taxes shall be paid by the party responsibtestich tax under applicable provisions of law ahdp provision exists, then by Immobiliare
Danubio;

(9) the Lease Contracts shall have a term of 6 @lsars, as per law, provided that the owner hRadCompany shall be entitled to terminate
them not before the expiry of the first six-yearipeé or, in case of renewal, not before the expirthe second six-year period, with the
understanding that, if the Company exercises thigo®@and does not renew the First New Lease Cantraadng decided to relocate its
industrial activity and related offices, the relevparties shall terminate by mutual agreemenSineond New Lease Contract effective as of
the same date of termination of the First New Le&2setract.

12.3 The Guarantors further warrant that:

(a) all existing polychlorinated biphenols ("PCBransformers will at the care and expense of theesthereof be removed from the New
Plant, in accordance with applicable environmelatak and regulations, as a condition precedernthifirst Lease Contract to enter into
force, with the understanding that replacement with-PCB trans formers will be at the care and rgp®f the Company;

(b) at the execution of the First New Lease Contthe owner of the plants and offices presentbdusy the Company at Mazzo di Rho will
accept termination of the Existing Lease Contragifout any burden upon the Company; and

(c) Buyers will have the first refusal right to phase, directly or through the Company or anotlksighee, the New Plant, Offices and the
Expansion, if any, in the event any third party ee&fn offer to buy the same during the term (ceweh thereof) of the Lease Contracts; in
such event, Seller shall give written notice to 8tsyand they will have a period of 30 (thirty) daysndicate whether or not they intend to
exercise such first refusal right.

12.4 Watts guarantees payments by the Company timel&xisting Lease Contracts, the First New Lé&2meatract and the Second New Lease
Contract, if any, in accordance with the termsosgtin a separate letter delivered at the Closiate@o Immaobiliare Danubio.

ARTICLE 13 - NON-COMPETITION AND NON-DISCLOSURE

13.1 GIVA, acting also in the name and on behalilbbther companies of the GIVA Group and A. Viaratting also in the name and on
behalf of all companies directly or indirectly caited by him, hereby undertake not to competeatliyeor indirectly for a period of 3 (three)
years from the Closing Date with the Company, thgeBs, Watts or other Watts affiliates in the dasimanufacture, developme
distribution, marketing or sales of any productiata related to ball and gate valves for the ail gas market in the countries listed in the
schedule attached hereto as Annex 15, withoutxtpeess written consent of Watts, which shall besrsole discretion, exception made for
the production of plug valves ("valvole a maschimgnufactured by La Valvomeccanica.

13.2 GIVA, acting also in the name and on behaHlbbther companies of the GIVA Group and A. Vianacting also in the name and on
behalf of all companies directly or indirectly capited by him, further undertake for a period of(1€n) years from the Closing Date to keep
strictly secret, not to disclose to third parties @aot to use, directly or indirectly, any andahfidential data and information, including
confidential data and information of commercialuraf relating to the Company, Buyers, Watts or oWatts affiliates or their respective
activities.

ARTICLE 14 - TAXES AND EXPENSES
14.1 No broker's or finder's fee is to be paidanreection with the transactions contemplated herein

14.2 The costs, including notarial fees and taf@she Sale and Purchase of the Quota shall bthéoaccount of the Designated Company
and the costs, including notarial fees and taxethi® Sale and Purchase of the Shares shall ied@ccount of Seller.

14.3 The costs connected with the interventiorhefExpert, if any, shall be equally shared betwgelier, of the one part, and Buyers, of the
other part.

14.4 Seller and Buyers shall each bear all theitscand expense in connection with the negotiatimhconsummation of the transactions
contemplated herein, including fees due to thein fimancial and other advisors and consultantscarsts and expense connected with
instrumental activities or transactions undertakith a view to enter into the transactions conteateal herein, and shall indemnify the other
against any claim by third parties relating to saokts, fees and expense.

ARTICLE 15 - ENTIRE AGREEMENT - AMENDMENTS

15.1 The Agreement and the Additional Agreementsgmand supersede any prior written or verbal wstdadings between the parties in
connection with the subject matters ther:



15.2 The Agreement prevails over any deed or foreteted in accordance herewith to effect the SadeRurchase of the Quota and the Sale
and Purchase of the Shares.

15.3 Any amendments or supplements to the Agreeorahe Additional Agreements shall only be validi&ffective if in writing and duly
executed by all parties thereto.

ARTICLE 16- SEVERABILITY

Should one or more provisions contained hereimizalid or unenforceable under the applicable priowmis of law, such provisions shall be
severed from the Agreement and the parties shglbad faith negotiate and agree to replace suchigioms with other(s) having the same
economic effect to the maximum extent as permiviethe law.

ARTICLE 17- CONFIDENTIALITY

17.1 Each party shall keep the contents of the é&gemnt strictly confidential, except for disclosutesegal consultants and auditors or
disclosures required by provisions of laws or ratiahs applicable to each of the parties.

17.2 The originals pertaining to Buyers, Watts gr@lCompany shall be kept in their files at thedpaan or U.S. headquarters and
photocopies will be made and delivered only in adance with the provisions of the preceding panalyrkr.1.

ARTICLE 18 - GUARANTORS

18.1 Guarantors execute the Agreement to guarémtgeyers the full and faithful performance of thié obligations assumed herein by Se
the Holding Company and BMI.

18.2 Watts, represented by Mr. Michael 0. Fiferydethpowered by the Board resolution copy of whighttached hereto as Annex 16,
executes the Agreement in so far as it is conceroegliarantee to Seller the full and faithful peniance of all obligations assumed herein by
Buyers.

ARTICLE 19 - SUCCESSORS AND ASSIGNEES
19.1 The Agreement is binding on the parties aed tiespective successors in business.

19.2 Neither party shall assign the Agreementgirts and obligations deriving from the Agreemenrd third party, without first obtaining tt
written consent of the other parties.

ARTICLE 20 - NOTICES

20.1 Any notice or communication by one party t® dither parties in connection with the Agreemeatldie in writing and delivered in
person or sent by registered letter and telefdplbsvs:
if to Seller: Philabel International N.V.

22, Julianaplein
Curagao (Netherlands Antilles)
telefax: (599) 9617879
Attention: EquityTrust (Curacao) NV

if to Guarantors, to their common representativ&/i&nna:

Mr. Antonio Vienna c/o Studio Beret ta
Via Archimede, 57

Milano

telefax: (2) 70124648

if to Buyers: Watts Industries, Inc.
815 Chestnut Street
North Andover, Massachusetts 01845
telefax: (508) 6882976
Attention: Corporate Counsel

Watts Industries Europe BV
Kollergang 14

6961 LZ Eerbeek

(the Netherlands)



telefax: (31) 833854192
Attention: C.F.O.

20.2 Notices delivered in person shall be effectimmediately. Notices sent by telefax shall be &ffe immediately if sent on a business day
or, if not, on the first subsequent business dafidds sent by registered letter shall be effeativen receipt, unless the letter confirms a
previous notice by telefax.

ARTICLE 21 - COUNTERPARTS

The Agreement has been drawn up in seven countempae for each party, each of which is an origara all of which constitute one and
same document.

ARTICLE 22 - GOVERNING LAW
The Agreement shall be governed by, and constuaddordance with, Italian substantive law.
ARTICLE 23 - CONTROVERSIES

23.1 In the event of any dispute arising betweerptirties howsoever in connection with the Agredrttenparties shall endeavour in good
faith to settle such disputes amicably.

23.2 Should the parties be unable to reach an éirisalution, then any such dispute (including, teitlimited to, those concerning validity,
interpretation, breach, termination, prejudiciacompetence matters) will be finally settled upeguest by any party by a three members
arbitration panel under the arbitration provisiofshe Canton Zilrich, expressly excluding the aadion of Art. 176 et seq. of the Federal
Law on Private International Law.

23.3 Any party wishing to submit a dispute to adtibn shall inform the other parties in disputerbgistered letter. Within

15 (fifteen) days of receipt of such communicatite parties in dispute will by mutual agreemengaipt three arbitrators, including the
umpire. Failing agreement in whole or in part, éinkitrators) required to compose the arbitrationgbahall be appointed, upon request by
party, by the President pro-tempore of the Tribwialommerce of the Canton Zilrich.

23.4 The arbitration shall be held in Zurich in #rglish language.
23.5 Procedural rules shall be those set out ividueh 27 - August 27, 1969 "Concordat”. Substankiwv shall be Italian law.
23.6 The parties as of now waive deposit of therdwaad notification through judicial authority pusst to Art. 35.5 of the "Concordat".

23.7 The arbitration award shall be rendered wigtir(ninety) days and shall be final and bindingruthe parties. In witness whereof, the
parties have caused the Agreement to be executttblnyduly empowered representatives on the ddypace first above written.

WATTS INDUSTRIES EUROPE BV

By:/s/ Johan van Kouterik
(Johan van Kouterik), Vice President

KF INDUSTRIES EUROPE BV

By:/s/ Mchael O Fifer
(Mchael O Fifer), President

PHILABEL INTERNATIONAL NV

By:/s/ J.WE. Moret
(J.WE. Moret),
Attorney-in-Fact

/'s/ Antoni o Vienna
M. Antonio Vienna

G.LV.A. SpA



By:/s/ Antonio Vienna
(Antoni o Vienna), Sole Director

and, in so far as they are concerned,

WATTS INDUSTRIES, INC.

By:/s/ M chael Fifer
(Mchael O Fifer), Vice President

PIBIVIESSE SpA

By:/s/ Antonio Vienna
(Antoni o Vienna), President
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Form of Seller's Bank Guarantee
To: KF Industries Europe BV

, [Closing Date



Guarantee no.:
Whereas:

A. on the date hereof, PHILABEL INTERNATIONAL NVI{e "Seller"), Mr. Antonio Viena and G.I.V.A. SpAé "Guarantors"), of the one
part, and WATTS INDUSTRIES EUROPE B.V. ("Watts Epet) and KF INDUSTRIES EUROPE BV ("KF"), of the ethpart, entered into
a stock purchase agreement (the "Agreement") hasrapject the sale from Seller to Buyers of 100% @ shares representing the entire
share capital of PHILABEL NV (the "Holding Companyivhich in turn owns 100% of the shares represgrttie entire share capital of
Pibiviesse SpA, Mazzo di Rho, Milano;

B. the sale and purchase of the Holding Companyecoplated by the Agreement (the "Sale and Purchass'been made on the date hereof
(the "Closing Date");

C. the Agreement provides inter alia that the $al#sumes the obligation to pay to Watts Europekdnctollectively the "Buyers") certain
indemnifications upon certain terms and conditiihe "Indemnification");

D. the Agreement further provides that, to guargrayment of Indemnifications due to Buyers, if aBg|ler has to deliver to KF at the
Closing Date a bank guarantee, issued by a fiasisdbank in favour of KF for the total amount @26,671,163 (four billion twenty-six
million six hundred seventy-one thousand one huhdiety-three) Italian Lire; and

E. the Agreement also provides that all disputesray in connection with the Agreement shall balfiy settled by arbitration under Italian
law in accordance with the Swiss rules of civilggdure, now, therefore, on order of Seller the tsigeed (the "Bank"),
represented by , hereby irrevocably issusgttarantee for the total amount of 4,026,671 (f6&3 billion twenty-six million six
hundred seventy-one thousand one hundred sixtg}thiaian Lire in favour and to the benefit of kKd-guaranty payment to Buyers of
Indemnifications, if any. On , 1997 theltatmaount of this guarantee shall be automaticatjuced from 4,026,671,163 (four billion
twenty-six million six hundred seventy-one thousané hundred sixty-three) to 2,013,335,581 (twhdpilthirteen million three hundred
thirty-five thousand five hundred eighty-one) lgaliLire, unless the Bank has received prior to slath of 1997 a written
communication by KF (the "KF's Communication") stgtthat a claim or claims of Buyers with respectrtdemnifications is or are pending.
Accordingly, the undersigned Bank irrevocably utales to immediately pay to KF any amount -- uphtosaid maximum amount of
4,026,671,163 (four billion twenty-six million shundred seventy-one thousand one hundred sixte}tttadian Lire, as it may be reduced as
above to 2,013,335,581 (two billion thirteen mitlithree hundred thirty-five thousand five hundreghty-one) Italian Lire -- which may be
due to Buyers as resulting from a written statensegrted by KF and Seller or pursuant to an arlinedward rendered under the Agreement
and as indicated in such arbitration award, upoript by our bank of a written request of paymenKB accompanied by an original of the
above statements signed by Buyers and Seller ertéied copy of said arbitration award, as of new@iving the right to request that KF or
Buyers first bring action against Seller and/or aators and any other possible exception and nlasteihding any possible opposition by the
Seller, Guarantors or anybody else. This guarami®ebe enforced one or more times, up to the sakimum amount of 4,026,671,163 (fc
billion twenty-six million six hundred seventy-otfeousand one hundred sixty-three) Italian Lireif asay be reduced as above to
2,013,335,581 (two hillion thirteen million threardred thirty-five thousand five hundred eighty-phalian Lire, and within the limit of the
amount of this guarantee which remains outstanditeg any previous payment made by the Bank to Kdfeuthis guarantee. This guarantee
shall be valid until six years from the Closing Béthe "Term"), provided that, in the event thabpto such Term KF has delivered to the
Bank a written communication stating that an aalion proceeding is pending under the AgreemenE'€Hrbitration Communication™),
accompanied by a certified copy of the requesafbitration made by any part to the Agreement, thervalidity of this guarantee shall
automatically extend until the expiration of thatibth day after the date on which the arbitratéamard has been rendered in the above
arbitration proceeding (the "Extended Term"). Ugapiration of Term, or of the Extended Term in évent of pending arbitration, as the
case may be, should this Bank have not receivedeaqest of payment of this guarantee by KF inntlaaner set forth herein, then this
guarantee shall cease to have any effect, irrespaaft whether or not the original counterpartaturned to the Bank. Any communication by
the Buyers to the Bank contemplated in this guaemiill be made by means of registered letter lsgmbail or hand delivered. This guarar
shall be governed by and interpreted accordingal@h law.

Bank
Annex 12
Representations and Warranties
The Representations and Warranties of Seller araddbtors are as set forth hereinafter.
A. With respect to the Holding Company

(a) Good standing The Holding Company is a commhry organized, validly existing and in good stangdunder the laws of the
Netherlands

(b) By-laws and Corporate Records Correct and cetaglopy of the Bylaws of the Holding Company hesrbdelivered to Buyers prior to
the date hereo



(c) Shares Seller has full legal title to the Skamed full right, power and authority to sell, séar and deliver the Shares to Buyers. The
Shares have been duly and validly is sued, are falid up and represent 100% (one hundred per oéttie issued and outstanding share
capital of the Holding Company.The Shares aredrekclear of any pledges, liens, encumbrancesiatésts or commitments and of any
rights of third parties. There are no other shardsonds issued by the Holding Company, as welllasutstanding options, warrants or any
other rights of third parties to purchase or otheevacquire shares or bonds, whether issued oohtite Holding Company or a share in the
profits of the Holding Company and no depositomgeipts have been issued. The share certificatesspect of the Shares delivered by Seller
to Buyers at the Closing Date are valid, repretentotality of the Shares and delivery thereoBajler to Buyers vests in Buyers legal and
beneficial title to the Shares.

(d) Assets and Liabilities The Holding Company isompany having as its main asset a participatiosisting in 100% of the shares
representing the entire share capital of the CompBime Holding Company has no actual or contindjabilities (apart from its share capital
and an amount due for taxes and duties, includimgarate tax, which amount is fully covered by cashand) and no obligations or
commitments of any kind, either contractual or otfise, to any third party.

(e) Compliance with Laws The Holding Company hamglied with and is not in default under or in viidda of any law, statute, rule,
regulation, ordinance, code, license, permit, aightion or other provisions applicable to it, inding in particular those concerning tax and
environmental matters.

B. With respect to the Operating Companies

(a) Title to the Company's Shares and to the QuibgaHolding Company has full legal title to the Gmany's shares and full right, power and
authority to sell, transfer and deliver them to BrgyThe Company has full legal title to the Quatd full right, power and authority to sell
and transfer the Quota to the Designated Company.

(b) Shares and Quota The Company Is shares hawedigeand validly issued, are fully paid up andressent 100% (one hundred per cent)
of the issued and outstanding shares of the ComFdreyCompany's shares are free and clear of auges, liens, encumbrances, restrict

or commitments and of any rights of third partielsere are no other shares, or bonds issued bydhgany, as well as no outstanding
options, warrants or any other rights of third @arto purchase or otherwise acquire shares orsbointhe Company. The Quota is fully paid
up and constitutes 80% (eighty per cent) of th@eshare capital of De Martin. The Quota is frad alear of any pledges, liens,
encumbrances, restrictions or commitments and wfights of third parties. The Company is not pacyany shareholders' agreement or any
other agreement with the Minority Shareholders ef\NBartin.

(c) Bylaws and Corporate Records Correct and campiepy of the updated Bylaws of the operating Camigs have been delivered to
Buyers prior to the date hereof.The corporate @dxof the Operating Companies are regularly kegtadlirminutes of the shareholders and
board of directors meetings have been entirelyragdlarly recorded therein.

(d) Good standing Each of the Operating Compasi@scompany duly organized, validly existing anddaod standing under the laws of
Italy, has full right and authority to own its pexty and to carry on its business as now conduamelchas all legal permits, licenses and any
other authorizations required to own and operatassets, and to engage in its business as pyesentucted. There are no pending or
threatened conditions or events regarding the woet use of the facilities owned or leased by ferating Companies at the present
operating locations.

(e) Compliance with Laws Each of the Operating Canigs has complied with and is not in default uraten violation of any law, statute,
rule, regulation, ordinance, code, license, peranithorization or other provisions relating toritits properties and assets or applicable to its
business or products, including in particular, lmat, limited to, those concerning tax, social, lalemvironmental, health and security, and
building matters.

(f) Reference Balance Sheet The Reference Baldmeet $as been prepared in accordance with therdvaecounting principles generally
accepted in Italy, as well as with the Agreed Ciateand are true, real and correct and fairly @néshe financial position of the Company and
the situation of its business as of the date tHeitscassets and liabilities and the results ®bjperations. The Company has no liabilities or
obligations, either accrued, absolute, contingemitioerwise, except

(i) to the extent specifically set forth in the Refnce Balance Sheet; or (ii) normal liabilitiesuirred in the ordinary course of business since
the date of the Reference Balance Sheet and hatiCtosing Date.

(9) Balance Sheets The approved balance shedis @igerating Companies as at December 31, 199&scopwhich have been delivered to
Buyers prior to the date hereof, have been pregaradcordance with the law and accounting prirspienerally accepted in Italy, and are
true, real and correct and fairly present the faiarposition of the Company and the situationtetiusiness as of the date thereof, its assets
and liabilities and the results of its operatidne.Martin has no liabilities or obligations, eitlacrued, absolute, contingent or otherwise not
reflected in its balance sheet as at December@13,except normal liabilities incurred in the oraliy course of business since the date of its
approved balance sheet for the year 1993 andthaetiClosing Date. There are no adverse changée ifiniancial and economic situation of
De Martin at the Closing Date with respect toiitghcial and economic situation at December 313199

(h) Conduct of Business From September 1, 1994iatitithe Closing Date the Company has conductebusiness in the normal and regi
course which includes, without limitation:
(i) no payment of dividends or other distributianshareholder:



(i) no issuance or redemption of capital stockhaf Company or options or rights to purchase stdtke Company;

(iii) no agreements for any transaction or serfa®lated transactions having an aggregate valesdess of 200 (two hundred) million Italian
lire, except for ordinary product sales;

(iv) no agreements to borrow or lend any amoumhohey or to guarantee any obligations; and

(v) no material change in management or persororehrpersonnel policies, practices or remuneratiamd Seller has not encumbered or
granted any rights with respect to the assetseoCibimpany.

(i) Interest in Other Entities The Company has wlosgiaries and does not own, directly or indingcdiny interest or investment in any
corporation, partnership or other entity, exceptli@ participation in De Martin described in thgréement. De Martin has no participations.

(j) Title to Properties and Assets The Operatingn@anies own outright and have full legal title Hopaoperties and assets reflected in the
Reference Balance Sheet, as far as the Compaoynéemed, and in the balance sheet as at Decerhp@933, as far as De Martin is
concerned, as being owned by it, respectivelysadh properties and assets owned by the Operatingp@nies constitute all assets required
to conduct business as currently conducted anduject to no liens, pledges, mortgages, encumbsamneservations of ownership of any
kind.

(k) Conditions of Fixed Assets All real propertydasther fixed assets used by the Operating Companieform to applicable laws and
regulations. All required licenses, permits anceothuthorizations required for the operation of@eerating Companies' business as pres
conducted are in full force and effect. All machinand equipment used by the Operating Companéemajood operating conditions, except
for ordinary wear and tear.

() Inventories The inventories of raw materialspglies,work in process and finished goods refbatethe Reference Balance Sheet as well
as those acquired after the date thereof are gdyopsued and recorded in accordance with accogrgimciples generally accepted in Italy
well as with the Agreed Criteria and consist ofriseusable and saleable in the ordinary coursesihbss, and are not obsolete, except as
otherwise set forth in the Reference Balance Sloedt, the books of account of the Company. Theesapplies to De Martin, with reference
to its approved balance sheet as at December 938, 19

(m) Credits All accounts, notes receivable and othedits of the Operating Companies created thilClosing Date, have arisen from bona
fide transactions, are valid, genuine and colléeti# their respective maturity dates.

(n) Industrial Property Rights Each of the Opemg@ompanies owns or has licenses or other rightseaall patents, patent applications,
inventions, trademarks, trade names, copyrigtadetsecrets and know how presently used, relajed teecessary for its business as
presently conducted. The patents and patent afiplisaof the Operating Companies are listed in 8aleeA attached hereto. The Trademe
and trademarks applications of the Operating Conegaare listed in Schedule B attached hereto.Nogadings or claims for infringement of
any rights of a third party has been receivedeisding or is known to be threatened against thedlipg Companies and none of the
Operating Companies products infringes any rightbiod parties, except for the litigations desedhn Schedule C attached hereto, with the
express understanding that Seller and Guarantatsk&tep harmless and indemnify the Company frognaard all costs, expenses, (including
legal fees) and damages deriving from, or conneettd said litigations described in Schedule C.

(o) Taxes Each of the Operating Companies hasfiledorrect amounts with the appropriate authesitll tax declarations required by lav
be filed. No tax requests, claims or proceedingspanding or, to the best knowledge of Sellergataned against the operating Companies.
All taxes, including those related to the Sale Bacchase of Certain Participations, which are dwkpayable by the Operating Companies
until the Closing Date have been paid or adequaesgrved for, as the case may be. Notwithstaraliything to the contrary hereinabove,
Seller and Guarantors will not have any liability flirect taxes due by the Company in connectidh thie Sale and Purchase of the Quota.

(p) Compliance with Environmental, Health and Safatgislation Each of the Operating Companies dugwviolate nor has violated any
environmental, health or safety rules currentlfoirte. All necessary licenses, permits, approvatsauthorizations for the performance of
activity carried out by the operating Companies particularly building permits and operating lises granted by competent authorities, are
in full force and effect and Sellers and the Oprga€ompanies have not been informed or have navlaudge of any reason why any of these
permits should be suspended, cancelled, revokadtaenewed. The Operating Companies have madevakitments necessary to maintain
the business in compliance with said permits, Besnauthorizations and approvals, as well asagifhicable environmental health and sa
rules.

Each of the Operating Companies has paid untiClosing Date all duties, levies, taxes and feesnyf, especially those concerning the waste
disposal or water discharges, as well as all adbées, levies or taxes imposed on the activitthefCompanies.

Each of the Operating Companies has satisfiedvitgations, if any, of keeping books and registbet are mandatory under environmental
legislation and has made all filings required by.la

No inspections have been made by governmental aggedaring the last five years from which any ligpihas been assessed against or

by the Operating Companies or their directors &edet are no other open inspections pending resaluti

Each of the Operating Companies has received rioenot has no knowledge after due inquiry, that @mxyc or hazardous substances, solid
waste or any other pollutants, contaminants or étes) as regulated by the applicable laws, whigly thave disposed of, or arranged for the
disposal of, have been found at any site wheretbrists a release or a threatened release of shbstances.

None of the properties owned or leased by the Gipgr&ompanies has been used by any of them fdndhdling, processing, treatme
storage or disposal of hazardous substances didueint the conduct of the Operating Companies'aijmers in accordance with applicable
laws. All wastes have been disposed of in accomarth applicable laws and regulations.

There have been no releases of toxic or hazarddastasces by the Operating Companies outside @piaperties owned or leased by



Operating Companies or, to the best of Seller'svketdge, by others into properties owned or leagethé Operating Companies.

Any charges, costs and expenses deriving fromonected with said releases or waste disposaléeoffisany soil or groundwater
contaminations that occurred before the ClosingeDall be borne by Seller until the time period to€laim by Buyers concerning
environmental matters has expired pursuant to tireément.

Without limitation to the foregoing and with regamunderground tanks existing at facilities owoedeased by the operating Companies, it
is stipulated that, should applicable provisiontaef or orders of authorities require removal, myleow prudent in the reasonable business
judgment of an owner with a long term perspectivevening and operating the business, upgradingowaenination or any other remed
actions, including with regard to contaminatiorsofls and/or groundwater, any charges, costs datbdeexpenses shall be for the account of
Seller.

(q) Material Contracts The contracts, agreementdteer contractual engagements whether writteredsal presently in force with the
Operating Companies, which are material for ther@jreg Companies (i.e. having either a value exitepti50 (one hundred fifty) million
Italian lire or a term exceeding 1 (one) year, afl as all the consultancy agreements (the "Cot#ftpare listed or (if verbal) fully described
in Schedule D attached hereto.Each of the Oper&orgpanies is not in breach under any of the cotstragreements or other contractual
engagements to which it is a party.

(r) Penalties for Late Deliveries Penalties duersyOperating Companies for late deliveries of potsl ordered by clients before the Closing
Date shall not exceed

500 (five hundred) million Italian Lire, excludirigom calculation penalties already paid by the @prg Companies before the date of the
Closing Balance Sheet.

(s) Cancellation of Contracts Except for the Supfdyeement dated August 31, 1994 between Shell B¥gloration and Production and the
Company, there are no Contracts having clausedwgie the right to the respective counterpartsatacel such Contracts and/or to be
entitled to receive any compensation or modifytdrens thereof (including payment and/or restitutienms) , because of the Transfer.

(t) Employees and Managers The list of managerp)@araes and workers of the Operating Companiemgaitit the relevant salaries and
compensations is attached hereto as Schedule Bugreits acknowledge that the Company will hire twanagers and seven employees
effective as of November 21, 1994. Except as déstddn Schedule F attached hereto, each of thea@pgiCompanies is not a party to, nor
otherwise bound by:

(i) any "Accordo Aziendale", (ii) any prof it shag, deferred compensation, bonus, retainer, haa#tiare or incentive plan or agreement
whether legally binding or not; (iii) any plan oolfey providing for 'fringe benefits" to its emplegs in excess to what is provided for in the
applicable collective agreement, including butlimatted to vacation, disability, sick leave, medjdzospitalization, life insurance and other
insurance plans, and related benefits; (iv) anyereent or pension plan. There are no loans prgseutstanding between each of the
Operating Companies and any of their directors anagers and other employees or workers, excefidos granted, pursuant to law, as an
advance payment of their leaving indemnities. Tineant shown on the Reference Balance Sheet fdristafing indemnities represents the
full amount which the Company would have been neggliio pay to its employees for all periods throtlghdate of the Reference Balance
Sheet to cover staff leaving indemnities if theirpoyment relationship with the Company had beemitgated on that date. There are no
other costs payable upon termination of employnfemall periods through the date mentioned above Jame applies to De Martin, with
reference to its approved balance sheet as at Diredit, 1993. Each of the Operating Companiesitegsand performed all declarations,
returns and other accomplishments required witheetsto its social security and welfare chargesyelsas those charges of their employees
to be withheld by the employer, have been paidiliinof withheld until the Closing Date; and no ahaor proceeding is pending, has been
notified or is otherwise in progress or known tateatened with regard to social and welfare obsrg

(u) Insurance Policies The insurance policies efdherating Companies are listed in Schedule @hathhereto. Such insurance policies |
been regularly paid and there are no outstandeigslin respect thereof.

(v) Bank Accounts and Loans All bank accounts neairgd by the operating Companies, as well as ceredlit facilities of the Operating
Companies, are listed in the Schedule H attacheztde

(x) Litigations Except as set forth in Scheduldthehed hereto there are no actions, suits, irgegins of proceedings pending nor to the
knowledge of Seller, threatened against the Opgr&iompanies, in any court or by or before anyaritibs and/or arbitral or similar bodies;
each of the Operating Companies is not subjeatyoader judgment or decree or the like with anthatity; there are no claims pending, nor
to the best knowledge of Seller threatened, agaimgbf the Operating Companies.

(y) Product liability and defective goods Produability in connection with goods shipped by thedtgting Companies prior to the Closing
Date shall be for the account of Seller, which Iskedp harmless and indemnify the Operating Cormgzafiom any costs, expenses or
damages deriving therefrom or connected therewitly. liability (including costs, expenses or damaffggeplacement, remedial actions or
warranty) for defective goods shipped by the OpegaCompanies prior to the Closing Date shall lrettie account of Seller to the extent not
covered by specific reserves in the Reference Bal&heet or in the balance sheet of De Martin aeBéer 31, 1993. Any third party claim
will be handled in accordance with the provisioh&d. 9 of the Agreement.

(z) No adverse events There are no events know8elter or Guarantors that, either individually oithe aggregate, may have a material
adverse effect upon the business or assets offghea@ihg Companies.
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