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PROSPECTUS
[LOGO] $260, 000, 000

SPX CORPORATION

11 3/4% SENIOR SUBORDINATED NOTES DUE 2002

Interest on the 11 3/4% Senior Subordinated Notes due 2002 (the "Notes") of
SPX Corporation ("SPX" or the "Company") is payable semi-annually on June 1 and
December 1 of each year, commencing December 1, 1994. The Notes will mature on
June 1, 2002. The Notes will be subject to redemption at the option of the
Company, in whole or in part, at any time on or after June 1, 1998 at the
redemption prices set forth herein, together with accrued and unpaid interest,
if any, to the date of redemption. Prior to June 1, 1996, up to 30% of the
aggregate principal amount of the Notes outstanding on the date of the Indenture
(as defined herein) will be redeemable at the option of the Company from the net
proceeds of a Public Equity Offering (as defined herein) at 110.75% of the
principal amount to be redeemed, together with accrued and unpaid interest, if
any, to the date of redemption. Upon a Change of Control (as defined herein),
(i) the Company will have the option to redeem the Notes, in whole or in part,
at a redemption price equal to the principal amount thereof, together with
accrued and unpaid interest, if any, to the date of redemption, plus the
Applicable Premium (as defined herein) and (ii) subject to certain conditions,
the Company will be required to make an offer to purchase each holder's Notes at
101% of the principal amount thereof, together with accrued and unpaid interest,
if any, to the date of purchase. There can be no assurance that the Company will
have sufficient funds to satisfy its repurchase obligations upon a Change of
Control. Under certain circumstances, the Company may become obligated to offer
to repurchase the Notes at 100% of the principal amount thereof, together with
accrued and unpaid interest, if any, to the date of purchase with the net
proceeds of certain Asset Sales (as defined herein). See "Description of the
Notes."

The Notes will be unsecured senior subordinated obligations of the Company,
senior in right of payment to Subordinated Indebtedness (as defined herein) of
the Company and subordinated in right of payment to all existing and future
Senior Indebtedness (as defined herein) of the Company. The Company conducts a
significant portion of its operations through subsidiaries, and the Notes will
be effectively subordinated to all liabilities of these subsidiaries, including
trade payables. As of March 31, 1994, on a pro forma basis after giving effect
to the Refinancing (as defined herein), including the sale of the Notes offered
hereby (the "Offering") and the application of the estimated net proceeds
therefrom, the aggregate principal amount of Senior Indebtedness outstanding of
the Company and indebtedness and trade payables of the Company's subsidiaries
that effectively rank senior to the Notes would have been approximately $190
million. The Indenture will limit, but not prohibit, the incurrence by the
Company of additional Senior Indebtedness or Pari Passu Indebtedness (as defined
herein).

SEE "INVESTMENT CONSIDERATIONS" FOR A DISCUSSION OF CERTAIN FACTORS WHICH
SHOULD BE CONSIDERED BY PROSPECTIVE INVESTORS IN EVALUATING AN INVESTMENT IN THE
NOTES.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS
THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS
PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

PRICE TO UNDERWRITING PROCEEDS TO
PUBLIC (1) DISCOUNT (2) COMPANY (1)(3)

Ty T S 100% 2.75% 97.25%

TOEAL. ettt ettt et $260, 000, 000 $7,150, 000 $252, 850, 000

(1) Plus accrued interest, if any, from June 6, 1994.

(2) The Company has agreed to indemnify the several Underwriters against certain
liabilities, including liabilities under the Securities Act of 1933, as
amended. See "Underwriting."

(3) Before deducting expenses payable by the Company estimated at $991,156.



The Notes are offered by the several Underwriters, subject to prior sale,
when, as and if issued by the Company and accepted by the Underwriters, subject
to approval of certain legal matters by counsel for the Underwriters and certain
other conditions. The Underwriters reserve the right to withdraw, cancel or
modify such offer and to reject orders in whole or in part. It is expected that
delivery of the Notes will be made in New York, New York on or about June 6,
1994.

MERRILL LYNCH & CO.
DONALDSON, LUFKIN & JENRETTE
SECURITIES CORPORATION

WERTHEIM SCHRODER & CO.
INCORPORATED

The date of this Prospectus is May 27, 1994.



[Insert Pictures]

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE NOTES AT A
LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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PROSPECTUS SUMMARY

The following summary is qualified in its entirety by, and should be read
in conjunction with, the more detailed information and financial statements,
including the related notes, appearing elsewhere in this Prospectus. An
investment in the Notes involves certain risks which should be considered by
prospective purchasers. See "Investment Considerations." Prospective purchasers
are urged to read this Prospectus in its entirety. Unless the context otherwise
requires, the terms "SPX" and the "Company" refer to SPX Corporation and its
consolidated subsidiaries. References herein to "pro forma" information reflect
adjustments giving effect to the 1993 Transactions and the Refinancing (as such
terms are defined herein), except that references herein to "pro forma"
information as of March 31, 1994 and for the three months ended March 31, 1994
reflect adjustments giving effect only to the Refinancing.

THE COMPANY

The Company designs, manufactures and markets specialty service tools for
the franchised dealers of vehicle manufacturers and piston rings and automatic
transmission filters for original equipment manufacturers ("OEMs"). The Company
also is a designer, manufacturer and marketer of electronic engine diagnostic
equipment, emission testing equipment, wheel service equipment and other
specialty service tools for independent vehicle aftermarket users in North
America and Europe. The Company also provides numerous other original equipment
components, including cylinder sleeves, die cast parts, valve train components
and solenoid valves, to OEMs, and specialty service tools to other non-vehicle
markets. In 1993, on a pro forma basis, the Company sold approximately one-third
of its products to new vehicle manufacturers, and substantially all of the
balance to the vehicle aftermarket.

The Company operates in two principal business segments: specialty service
tools and original equipment components. The specialty service tools segment
designs, manufactures and markets a wide range of specialty service tools and
diagnostic equipment through widely recognized brand names, such as Allen
Testproducts, Bear(R), Kent-Moore(R), Lowener, Miller Special Tools, OTC(R),
Power Team(R), Robinair(R) and V.L. Churchill. These products include specialty
hand-held mechanical tools, gauges, hand-held electronic diagnostic instruments,
wheel service equipment, performance test equipment, emission testing equipment,
refrigerant recovery and recycling equipment, battery testing equipment,
high-pressure hydraulics, engine coolant recovery and recycling systems and air
conditioning and refrigeration service equipment. The Company's specialty
service tools are primarily sold to the vehicle maintenance and repair market
and are used primarily by the OEMs' franchised dealers and other independent
service technicians to diagnose and service a wide range of vehicle systems and
equipment. The Company's sales of specialty service tools represented
approximately 52% of its total sales in 1993, on a pro forma basis.

The original equipment components segment designs, manufactures and markets
component parts for vehicles. These parts primarily fall into five product
lines: (i) piston and transmission rings, cylinder sleeves and other castings,
(ii) precision die castings, (iii) tappets, valve guides and roller rocker arms,
(iv) automatic transmission fluid filters and other filter products and (v)
solenoid valves. The Company sells these products to OEMs directly and to the
replacement parts market ("aftermarket") through private brand organizations,
which include the service divisions of OEMs. The Company's sales of original
equipment components represented approximately 46% of its total sales in 1993,
on a pro forma basis.

The Company believes that it is a technological leader in the design and
manufacture of its principal products and that it is one of the highest quality
manufacturers of specialty service tools and original equipment components in
its markets. The Company is a "Tier 1" supplier to many OEMs and has received
numerous quality awards and certifications from General Motors, Ford, Chrysler
and other OEM customers. Suppliers that design, engineer, manufacture and
conduct quality control testing are generally referred to as "Tier 1" suppliers.

The Company believes that the markets it serves offer significant growth
opportunities for its businesses. The Company's business strategy is to focus on
and invest in these core markets for specialty service tools and original
equipment components and to expand its leading market positions. The key
elements of this strategy include: (i) implementation of structural changes to
operations, (ii) operational improvements, (iii) increased specialty service
tool offerings and (iv) leveraging of long-term relationships with existing
customers.



Implementation of Structural Changes to Operations. In 1993, the Company
completed several transactions which increased the Company's revenues by
approximately 25% from approximately $801 million in 1992 to $1.0 billion on a
pro forma basis in 1993. These transactions, described below, were completed in
order to increase the Company's product offerings, strengthen its sales and
service capabilities and better position the Company to capitalize on prevailing
market and industry trends and opportunities.

- Created the Automotive Diagnostics division through the acquisition of
Allen Testproducts and its combination with the Company's Bear Automotive
business. This new division will enhance the Company's electronic engine
diagnostics, emission testing and wheel service equipment capabilities
and is expected to result in annualized cost savings to the Company,
through consolidation of operations and work force reductions, in excess
of $20 million.

- Created SPX Credit Corporation through the acquisition of the leasing
company affiliated with Allen Testproducts and its combination with the
Company's existing leasing operations. This business supports the
Automotive Diagnostics division by providing customers with a leasing
option when purchasing the division's products.

- Divested the Company's aftermarket parts distribution business and the
Company's window and door hardware manufacturing business. These
divestitures generated approximately $189 million in net cash proceeds
which the Company used to reduce indebtedness and to further invest in
its core businesses.

- Acquired the 49% interest in Sealed Power Technologies Limited
Partnership ("SPT") held by Riken Corporation ("Riken"), a Japanese
corporation (the "SPT Purchase"). SPT represents substantially all of the
Company's original equipment components segment.

The foregoing transactions, together with the consolidation of Sealed Power
Technologies (Europe) Limited Partnership ("SP Europe") into the Company's
financial statements, are referred to herein as the "1993 Transactions."

Operational Improvements. The Company continually explores ways to
increase its operational efficiency while maintaining its reputation as a
manufacturer of high-quality products. Ongoing programs to meet this objective
include the addition of new machinery, consolidation of facilities and other
productivity improvements.

Increased Specialty Service Tool Offerings. The market for the Company's
specialty service tools has increased as a result of several recent trends: (i)
the increase in the frequency of new model introductions by OEMs, (ii) the
advance in the engineering, computerization and technological complexity of
these new introductions and (iii) the increase in service dollars spent at
franchise dealers as a result of extended new vehicle warranty periods. By
continuing to strengthen its involvement in the design phase of OEM product
development and identifying applications for new and existing specialty service
tools, the Company believes it can capitalize on these trends. In addition, the
growing number of environmental laws and regulations have created a demand for
new technologies and products, including the Company's refrigerant recycling
systems and vehicle exhaust emission testing equipment. The Company will
continue to aggressively pursue this market by continuing to develop new
products and technologies.

Leveraging of Long-Term Relationships With Existing Customers. The trend
of OEMs to contract sourcing of components to fewer outside suppliers favors
larger, more efficient suppliers with high-quality products. The Company
historically has had strong relationships, some of which date back 80 years,
with major OEMs, including General Motors, Ford and Chrysler. In addition, the
Company believes that its status as a Tier 1 supplier to many OEMs, which
permits the Company to assume primary responsibility for the design,
engineering, manufacturing and quality control of certain product or product
assembly programs, will continue to provide the Company with opportunities to
offer products to its customers at a lower cost and afford the Company a
competitive advantage in securing new business for both of its business
segments.

The Company has international operations located in Australia, Brazil,
Canada, France, Germany, Italy, The Netherlands, Singapore, Spain, Switzerland
and the United Kingdom. It also has a 70% interest in SP Europe, which has
operations in France, Germany and Spain, a 50% interest in two Japanese
corporations, a 50% interest in a German corporation and a 40% interest in a
Mexican corporation. See "Business--International Operations." In addition, the
Company is involved in a joint venture located in the United States and will
continue to pursue other joint venture and investment relationships as
opportunities inside and outside the United States arise.

4



THE REFINANCING

The Offering is part of a refinancing plan (the "Refinancing") designed to
provide the Company with additional financial and operating flexibility and
better position the Company to implement its business strategy. The Refinancing
will increase the Company's available cash flow by reducing scheduled principal
amortization payments. The Company believes the Refinancing will increase its
operating flexibility by, among other things, permitting the Company to
capitalize on internal and external growth opportunities. The Refinancing
consists of the:

(1) execution of a new credit agreement (the "Bank Credit Agreement") in
March 1994 which provides the Company with a $2506 million revolving
credit facility (the "Revolving Credit Facility") which, upon
consummation of the Offering, will be reduced to provide the Company
with up to $225 million of borrowing capacity;

(ii) borrowing of approximately $166 million under the Revolving Credit
Facility which, in combination with $39 million in cash, will be
used to repay approximately $205 million of the Company's outstanding
indebtedness, and the use of approximately $57 million of cash to
consummate the SPT Purchase for $39 million and pay prepayment and
other fees and expenses relating to these transactions aggregating
approximately $18 million; and

(iii) sale of $260 million aggregate principal amount of the Notes offered
hereby and the application of the net proceeds therefrom (estimated
to be $252 million) to (a) reduce the outstanding borrowings under
the Revolving Credit Facility from approximately $166 million to
approximately $131 million, (b) repay all outstanding indebtedness of
SPT, aggregating approximately $208 million, and (c) pay
approximately $9 million of certain prepayment fees related to these
transactions.

Upon completion of the Refinancing, the Company expects to have approximately
$94 million of remaining borrowing capacity under the Revolving Credit Facility.
See "Use of Proceeds."

The following table sets forth the sources and uses of funds in the
Refinancing, including the Initial Transactions (as defined herein) and the
Final Transactions (as defined herein). See "Capitalization."

FIRST SECOND
QUARTER QUARTER
INITIAL INITIAL FINAL COMPLETE

TRANSACTIONS TRANSACTIONS TRANSACTIONS REFINANCING

(in millions)

SOURCES:
Bank Credit Agreement..............ccvvviinnnnn $ 35.0 $130.9 $(34.7) $ 131.2
The NOteS. . it et -- -- 260.0 260.0
CaSh. i e e s 94.2 2.3 -- 96.5
Total SOUMCES. vttt e e e innnns $129.2 $133.2 $225.3 $ 487.7
USES:
Existing SPX debt........ .o, $ 80.1 $124.7 -- $ 204.8
Existing SPT debt.......... .o i, -- -- 207.8 207.8
Payment to consummate SPT Purchase............ 39.0 -- -- 39.0
Payment of fees and expenses related to the
Refinancing.........ciiiiiiinn i 10.1 8.5 17.5 36.1
Total USES. . ittt it ittt e i ens $129.2 $133.2 $225.3 $ 487.7



Notes Offered........

Maturity Date........

Interest Payment Dates........

Mandatory Redemption.

Optional Redemption..

Change of Control....

Ranking..............

Restrictive Covenants

THE OFFERING

$260, 000,000 aggregate principal amount of 11 3/4% Senior
Subordinated Notes due 2002.

June 1, 2002.

June 1 and December 1 of each year, commencing December 1,
1994.

None.

The Notes will be redeemable at the option of the Company,
in whole or in part, at any time on or after June 1, 1998 at
the redemption prices set forth herein, plus accrued and
unpaid interest, if any, to the date of redemption. Prior to
June 1, 1996, up to 30% of the aggregate principal amount of
the Notes outstanding on the date of the Indenture will be
redeemable at the option of the Company from the net
proceeds of a Public Equity Offering at 110.75% of the
principal amount to be redeemed, together with accrued and
unpaid interest, if any, to the date of redemption. See
"Description of the Notes--Optional Redemption."

Upon a Change of Control, (i) the Company will have the
option to redeem the Notes, in whole or in part, at a
redemption price equal to the principal amount thereof,
together with accrued and unpaid interest, if any, to the
date of redemption, plus the Applicable Premium and (ii)
subject to certain conditions, the Company will be required
to make an offer to purchase each holder's Notes at 101% of
the principal amount thereof, plus accrued and unpaid
interest, if any, to the date of repurchase. The Company
will not, however, be obligated to make such an offer to
purchase each holder's Notes if a third party makes such an
offer in the manner, at the times and otherwise in
compliance with the requirements applicable to such an offer
made by the Company and purchases all Notes validly tendered
and not withdrawn under such an offer. See "Description of
the Notes--Certain Covenants--Purchase of Notes Upon Change
of Control," "Investment Considerations-- Substantial
Indebtedness" and "Investment Considerations--Change of
Control."

The Notes will be unsecured senior subordinated obligations
of the Company, subordinated to all existing and future
Senior Indebtedness, which includes borrowings under the
Bank Credit Agreement. The Notes will rank pari passu with
any existing and future senior subordinated indebtedness of
the Company and will rank senior to all other Subordinated
Indebtedness (as defined herein). As of March 31, 1994, on a
pro forma basis, the aggregate principal amount of Senior
Indebtedness outstanding of the Company and indebtedness and
trade payables of the Company's subsidiaries that
effectively rank senior to the Notes would have been
approximately $190 million. See "Description of the
Notes--Subordination."

The Indenture pursuant to which the Notes will be issued
will contain certain covenants, including, but not limited
to, covenants with respect to the following matters: (i)
limitation on indebtedness, (ii) limitation on dividends and
other restricted payments, (iii) limitation on redemption of
capital stock of the Company and of certain subordinated
obligations of the Company, (iv) limitation on liens, (V)
limitation on disposition of proceeds of asset sales, (vi)
restriction on transfer of assets, (vii) limitation on
issuance and sale of capital stock by restricted



Use of Proceeds.........

Absence of Public Market

subsidiaries, (viii) limitation on transactions with
affiliates, (ix) limitation on dividend and other payment
restrictions affecting restricted subsidiaries, (Xx)
limitation on guarantees by restricted subsidiaries, (xi)
limitation on certain other subordinated indebtedness and
(xii) restrictions on mergers, consolidations and the
transfer of all or substantially all of the assets of the
Company to another person. See "Description of the
Notes--Certain Covenants."

The net proceeds to the Company from the sale of the Notes
offered hereby will be used to: (i) reduce the outstanding
borrowings under the Revolving Credit Facility from
approximately $166 million to approximately $131 million,
(ii) repay all outstanding indebtedness under SPT's existing
credit facilities, aggregating approximately $107 million,
and certain other indebtedness of SPT, aggregating
approximately $1 million, (iii) redeem $100 million
aggregate principal amount of SPT's 14 1/2% Senior
Subordinated Debentures due May 15, 1999 (the "SPT
Debentures") and (iv) pay approximately $9 million of
certain prepayment fees related to these transactions. See
"Use of Proceeds" and "Capitalization."

There is no public market for the Notes and the Company does
not intend to apply for listing of the Notes on any national
securities exchange or for quotation of the Notes on the
Nasdag Stock Market ("Nasdaqg"). The Company has been advised
by the Underwriters that, following the completion of the
initial offering of the Notes, the Underwriters presently
intend to make a market in the Notes; however, the
Underwriters are under no obligation to do so and may
discontinue such market-making activities at any time
without notice. No assurance can be given as to the
liquidity of the trading market for the Notes or that an
active public market for the Notes will develop. If an
active public market does not develop, the market price and
liquidity of the Notes may be adversely affected.

Prior to making an investment decision, prospective purchasers should
consider all of the information set forth in this Prospectus and should evaluate
"Investment Considerations" herein.

the factors set forth in
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SUMMARY HISTORICAL CONSOLIDATED FINANCIAL INFORMATION

The following table presents summary historical consolidated financial data
for the periods indicated. The financial data for the five years ended December
31, 1993 have been derived from the audited Consolidated Financial Statements of

the Company for such periods. The financial data for the three months ended
March 31, 1994 and March 31, 1993 are unaudited, but in the opinion of the

Company reflect all adjustments necessary for a fair presentation of such data.

The data for the three months ended March 31, 1994 and March 31, 1993 are not
necessarily indicative of results of operations for the fiscal year. The
following summary financial information should be read in conjunction with
"Management's Discussion and Analysis of Financial Condition and Results of

Operations" and the Consolidated Financial Statements of the Company and related
notes thereto included elsewhere or incorporated by reference in this

Prospectus.

THREE MONTHS

ENDED
MARCH 31
1994 1993

OPERATING DATA:
REVENUES .+ vt vttt et s e $277.5 $179.2
Costs and expenses:

Cost of products sold..........ciiiiiinnnnnnerennn 207.4 121.8

Selling, general and administrative................. 54.2 50.8

Other, net........ii i i et 0.6 1.5

Restructuring and special charges (1)........ccvuunn. - -

SPT equity 10SSeS (2) .t v it 0.6

SP Europe equity 10SSeS (3). ...t - -
Operating income (1OSS)..... .. iiiiiiiiiiinnnnnnnrenan 15.3 4.5

Interest expense, Net....... .o nnnnnnn 10.2 3.9

(Gain) on sale of businesses (4).......civiuiuinnnnnns - -
Income (loss) before income taxes and cumulative

effect of change in accounting methods and

extraordinary 1oSS.........iiii it i 5.1 0.6
Provision (benefit) for income taxes.................. 2.0 0.2
Income (loss) before cumulative effect of change in

accounting methods and extraordinary 10SS........... 3.1 0.4
Cumulative effect of change in accounting methods,

net of taxes (5) ...t - (31.8)
Extraordinary loss, net of taxes (6).......covivuuunnn. - -
Discontinued operations, net of taxes................. - -
NEet AnCOomME (LOSS) .t v v v v ittt ittt nnnnes $ 3.1 $(31.4)
Ratio of earnings to fixed charges (7)........ccvvuun.. 1.46x 1.24x
FINANCIAL RATIOS AND OTHER DATA:
= 0 N (X ) $ 25.1 $ 11.5
Depreciation. ... .t e 8.1 5.2
AMOrtization. .. . s 1.7 1.2
Capital expenditures......... ...t 10.3 3.9
BALANCE SHEET DATA (AT PERIOD END):
Working capital......vviii i e e $123.1 $207.0
Property, plant and equipment, net.................... 198.4 115.4
Total assetsS. ...t 947.9 580.5
Long-term debt. ... ..o 338.5 179.4
Shareholders' equity......... .o i, 148.0 157.3

(footnotes

YEAR ENDED DECEMBER 31

1993 1992 1991 1990 1989
(dollars in millions)

$ 756.1 $801.2 $673.5 $708.2 $632.0
508.0 533.2 461.6 466.7 419.1
207.6 209.9 194.0 193.9 172.1
7.5 6.6 3.1 1.5 1.8
27.5 - 18.2 - -
26.9 2.4 8.5 5.3 4.7
21.5 - - - -
(42.9) 49.1 (11.9) 40.8 34.3
17.8 15.1 16 17.7 9.9
(105.4) - - (8.9)
44.7 34.0 (28.7) 23.1 33.3
29.5 13.4 (7.1) 8.8 12.7
15.2 20.6 (21.6) 14.3 20.6
(31.8) (5.7) - - -
(24.0) - - -
- - - - 57.7

5.15x 2.98x - 2.30x 4.05x

$ 57.4 $ 76.8 $ 38.6 $ 66.0 $ 58.7
19.1 19.6 19.4 16.0 16.2
5.3 5.7 4.4 3.9 3.5
15.1 20.4 19.4 26.7 41.0

$ 119.4 $182.2 $195.1 $260.7 $186.1
198.1 116.8 116.3 117.9 109.1
1,024.4 560.3 579.3 624.1 574.6
336.2 160.3 199.7 226.2 152.7
145.4 185.5 180.7 210.6 202.1

on next page)
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(footnotes for preceding page)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

restructuring charge to combine its Bear Automotive operation with Allen
Testproducts. In 1991, an $18.2 million ($14.7 million aftertax) special
charge was recorded for organizational and facility consolidation of two
operating units, the write off of certain capitalized computer software
development costs, charges associated with further globalization of the
Company's original equipment components affiliated businesses with an
overseas partner, and charges for losses associated with certain project
development investments and notes receivable related to previous sales of
certain business units.

Fiscal years 1989 through 1992 were restated to record the Company's
previous 49% share of SPT's income or losses, the effect of amortizing the
difference between its investment balance and its share of SPT's initial
partnership capital deficit and an adjustment required to record the
Company's previous investment in SPT at historical cost. Previously,
because SPT indebtedness was non-recourse to the Company, the Company
properly did not reflect its share of equity losses of SPT and did not
amortize the difference between its investment balance and its share of
SPT's initial partnership capital deficit. The cumulative effect of this
1989 through 1992 restatement was a pretax charge of $15.9 million (or

a $10.1 million aftertax reduction) to previously reported shareholders'
equity.

uUntil December 31, 1993, the Company reported that it held a 50% interest in
SP Europe. As of December 31, 1993, Riken's pending participation in SP
Europe reverted to the Company in connection with the transaction to

acquire Riken's 49% interest in SPT. SP Europe had not been previously
consolidated due to the Company's deemed temporary control and because
non-recourse (to the partners) financing was being pursued. Up to December
31, 1993, the Company carried its investment in SP Europe at zero. Due to
the resulting 70% ownership, the Company is recording its share of
cumulative losses since the partnership formation in mid-1991 of $21.5
million.

During 1993, the Company divested its aftermarket parts distribution and
window and door hardware manufacturing businesses. See "Business--Business
Strategy." During 1989, the Company divested five small businesses.

In the first quarter of 1993, the Company adopted new accounting methodology
for its employee stock ownership plan ("ESOP") and reflected its 49% share
of SPT's 1993 adoption of SFAS No. 106 regarding accounting for
postretirement benefits other than pensions. In 1992, the Company adopted
new accounting methodology for postretirement benefits other than pensions,
and income taxes.

Reflects costs associated with prepayment of certain Company and SPT
indebtedness.

For purposes of determining the ratio of earnings to fixed charges, earnings
consist of income (loss) before income taxes and cumulative effect of

change in accounting methods and extraordinary loss, plus SPT equity

losses, SP Europe equity losses and fixed charges. Fixed charges consist of
interest expense, net (including amortization of deferred financing costs),
and that portion of rental expense estimated to be representative of the
interest factor. Earnings were insufficient to cover fixed charges by $20.2
million in 1991.

EBITDA represents operating income (loss) before restructuring and special
charges, SPT equity losses, SP Europe equity losses, depreciation and
amortization. EBITDA is not presented herein as an alternative measure of
operating results, cash flow (as defined by generally accepted accounting
principles) or liquidity and does not necessarily represent the cash
available to fund cash requirements of the Company. EBITDA is instead
included because it is one measure used by certain investors as an
indicator of a company's operating performance and its ability to service
its indebtedness.
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SUMMARY PRO FORMA CONSOLIDATED FINANCIAL INFORMATION

The following table presents unaudited summary pro forma consolidated
financial data for the periods indicated. The pro forma financial data are
derived from the Consolidated Financial Statements included elsewhere in this
Prospectus. The following pro forma information should be read in conjunction
with "Management's Discussion and Analysis of Financial Condition and Results of
Operations" and the Consolidated Financial Statements and related notes thereto
included elsewhere or incorporated by reference in this Prospectus. The
unaudited pro forma operating data and financial ratios assume that (i) the
Refinancing and the 1993 Transactions occurred as of April 1, 1993 and January
1, 1993 for the last twelve months ended March 31, 1994 and the year ended
December 31, 1993, respectively, and (ii) the Refinancing occurred as of January
1, 1994 for the three months ended March 31, 1994. The unaudited pro forma
balance sheet data assume that the Refinancing occurred as of the balance sheet
dates. The unaudited pro forma information does not purport to represent what
the results of operations or financial position of the Company would actually
have been if the Refinancing and the 1993 Transactions had in fact occurred on
such dates. For additional information, see "Pro Forma Consolidated Financial
Statements."

LAST TWELVE THREE MONTHS YEAR ENDED
MONTHS ENDED ENDED DEC. 31,
MARCH 31, 1994 MARCH 31, 1994 1993

OPERATING DATA:

[TV Z=1 01U = $1,031.0 $277.5 $1,003.7
Costs and expenses:
Cost of products sold...........viiiiiiiiinnnnnrnnnnn 774.4 207.4 752.7
Selling, general and administrative.................. 210.4 54.2 210.7
Other, Net. ... s 4.5 0.6 4.2
Restructuring and special charges (1)................ 27.5 - 27.5
Operating INCOME . .. v ittt et et et 14.2 15.3 8.6
Interest expense, Net....... .o nnnnnnn 41.7 10.4 41.3

Income (loss) before income taxes and cumulative effect
of change in accounting methods and extraordinary

0SS . i e s (27.5) 4.9 (32.7)
Provision (benefit) for income taxes................... (5.1) 1.9 (6.2)
Net income (1OSS) (2) . it vt ittt aiieee e $ (22.4) $ 3.0 $ (26.5)
Ratio of earnings to fixed changes (3)................. — 1.43x -
FINANCIAL RATIOS AND OTHER DATA:
1= 30 0 (7 $ 82.7 $ 25.6 $ 77.1
Depreciation. . ... .t e 32.5 8.1 32.5
AMOrtization. ... i s 8.5 2.2 8.5
Capital expenditures..........c.i it 33.8 10.3 30.6
BALANCE SHEET DATA (AT PERIOD END):

Working capital. .. ...t e $ 182.0 $182.0 $ 170.3
Property, plant and equipment, net.............c.iuiuuun. 198.4 198.4 198.1
TOtAl ASSEES . i i ittt e s 954.6 954.6 932.4
Long-term debt. . ... .. s 406.4 406.4 400.2
Shareholders' equity........coiiiiiiiiii i 148.0 148.0 145.4

(footnotes on next page)
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(footnotes for preceding page)

restructuring charge to combine its Bear Automotive operation with Allen
Testproducts.

(2) Net income excludes a $31.8 million charge for the cumulative effect of
change in accounting methods, net of taxes recorded in the first quarter of
1993 and a $24 million extraordinary loss, net of taxes recorded in the
fourth quarter of 1993.

(3) For purposes of determining the ratio of earnings to fixed charges, earnings
consist of income (loss) before income taxes and cumulative effect of
change in accounting methods and extraordinary loss, plus SPT equity
losses, SP Europe equity losses and fixed charges. Fixed charges consist of
interest expense, net (including amortization of deferred financing costs)
and that portion of rental expense estimated to be representative of the
interest factor. Earnings were insufficient to cover fixed charges by $27.5
million in pro forma last twelve months ended March 31, 1994 and by $32.7
million in pro forma year ended December 31, 1993. If the 1993
restructuring charge is excluded from pro forma last twelve months ended
March 31, 1994 earnings, the pro forma ratio of earnings to fixed charges
would have been 1.0x.

(4) EBITDA represents operating income (loss) before restructuring and special
charges, SPT equity losses, SP Europe equity losses, depreciation and
amortization. EBITDA is not presented herein as an alternative measure of
operating results, cash flow (as defined by generally accepted accounting
principles) or liquidity and does not necessarily represent the cash
available to fund cash requirements of the Company. EBITDA is instead
included because it is one measure used by certain investors as an
indicator of a company's operating performance and its ability to service
its indebtedness.

11
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INVESTMENT CONSIDERATIONS

Prospective purchasers of the Notes should consider carefully the
investment considerations set forth below as well as the other information
contained in this Prospectus before purchasing the Notes.

SUBSTANTIAL INDEBTEDNESS

The Company will have significant debt service obligations after completion
of the Refinancing. On a pro forma basis, assuming that the Refinancing had
occurred on March 31, 1994, the Company would have had total outstanding
long-term indebtedness (including the current portion thereof) and total
shareholders' equity of approximately $406 million and $148 million,
respectively. See "Capitalization." The Company would have had, subject to
certain conditions, up to $94 million of additional borrowing capacity under the
Bank Credit Agreement as of that date.

The Company's indebtedness could have important consequences to holders of
the Notes, including the following: (i) the Company's ability to obtain
additional financing in the future for working capital, capital expenditures,
acquisitions, general corporate purposes or other purposes may be impaired, (ii)
a portion of the Company's cash flow from operations will be dedicated to the
payment of principal and interest on its indebtedness, thereby reducing the
funds available to the Company for its operations and future business
opportunities, (iii) a portion of the Company's borrowings under the Bank Credit
Agreement will be at floating rates of interest, which could result in higher
interest expense in the event of an increase in interest rates, (iv) such
indebtedness contains financial and restrictive covenants which, if violated,
may result in an event of default which, if not cured or waived, could have a
material adverse effect on the Company, (v) the Company may be more vulnerable
to general economic and industry downturns, (vi) the Company's ability to
purchase the Notes upon a Change of Control may be impaired and (vii) all of the
indebtedness under the Bank Credit Agreement will become due prior to the
maturity of the Notes. In addition, the Bank Credit Agreement contains certain
covenants which could limit the Company's operating and financial flexibility.
See "Description of the Bank Credit Agreement" and "Description of the Notes."

SUBORDINATION OF THE NOTES

The payment of principal of, premium, if any, and interest on, and any
other amounts owing in respect of, the Notes will be subordinated to the prior
payment in full of all existing and future Senior Indebtedness, which includes
indebtedness under the Bank Credit Agreement. As of March 31, 1994, on a pro
forma basis, the aggregate principal amount of Senior Indebtedness outstanding
of the Company and indebtedness and trade payables of the Company's subsidiaries
that effectively rank senior to the Notes would have been approximately $190
million. In the event of the bankruptcy, liquidation, dissolution,
reorganization or other winding up of the Company, the assets of the Company
will be available to pay obligations in respect of the Notes only after all
Senior Indebtedness has been paid in full, and there may not be sufficient
assets remaining to pay amounts due on any or all of the Notes. In addition, the
Company may not pay the principal of, premium, if any, or interest on, and any
other amounts owing in respect of, the Notes, or purchase, redeem or otherwise
retire the Notes, if a default in payment exists with respect to Senior
Indebtedness. Under certain circumstances, no payments may be made for a
specific period with respect to the principal of, premium, if any, or interest
on, and any other amounts owing in respect of, the Notes if a nonpayment default
exists with respect to certain Senior Indebtedness, including indebtedness under
the Bank Credit Agreement. See "Description of the Notes--Subordination."

The Company conducts a substantial portion of its operations through its
subsidiaries, including SPT, and depends, in significant part, on the earnings
and cash flow of, and dividends from, such subsidiaries to pay its obligations,
including payments of principal of, premium, if any, and interest on the Notes.
Any right of the Company and its creditors (including the holders of the Notes)
to participate in the assets of any of the Company's subsidiaries upon any
liquidation or reorganization of any such subsidiary will be subject to the
prior claims of that subsidiary's creditors (except the Company, to the extent
it may itself be a creditor of such subsidiary), including trade creditors.
Accordingly, the Notes will be effectively subordinated to the claims of
creditors of the Company's subsidiaries. Upon completion of the Refinancing,
including the prepayment of

12
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SPT's bank indebtedness and the SPT Debentures, the subsidiaries of the Company
will not be contractually restricted from paying dividends to the Company,
although the Bank Credit Agreement imposes certain limitations on such
subsidiaries' ability to make advances to the Company in the form of loans.

The indebtedness under the Revolving Credit Facility is unsecured, and the
Bank Credit Agreement contains a negative covenant limiting the Company's right
to grant security interests in its assets. The Notes will not be secured by any
assets of the Company, and the Company will have the right under the Indenture
to grant security interests in substantially all of its assets to secure Senior
Indebtedness. See "Description of the Bank Credit Agreement" and "Description of
the Notes."

RECENT LOSSES; FIXED CHARGE COVERAGE

The Company reported a net loss in fiscal year 1993 of approximately $41
million. Included in this loss was a restructuring charge, and equity losses in
SPT and SP Europe aggregating approximately $57 million aftertax, changes in
accounting methods of approximately $32 million aftertax and an extraordinary
loss of approximately $24 million (which includes costs related to the early
retirement of the Company's indebtedness), offset by an aftertax gain of
approximately $64 million on the sale of two businesses. On a pro forma basis,
the Company would have had a net loss of approximately $27 million in 1993.
There can be no assurance that the Company will not continue to have net losses
in the future. The Company believes, however, that such losses will not continue
and that net income and cash available to it from future operations will be
sufficient to enable it to meet debt service requirements of the Notes and other
indebtedness. In the quarter ended March 31, 1994, net income of the Company was
$3.1 million. Operating income before restructuring and special charges, SPT
equity losses, SP Europe equity losses and depreciation and amortization for the
fiscal years ended December 31, 1991, 1992 and 1993 was approximately $39
million, $77 million and $57 million, respectively, and for the quarter ended
March 31, 1994 was approximately $25 million. If the Company does experience
additional net losses for a sustained period, it may be unable to meet such
obligations while attempting to withstand competitive pressures or adverse
economic conditions.

On a pro forma basis, the Company's earnings before fixed charges would
have been inadequate to cover its fixed charges by approximately $28 million in
the twelve month period ended March 31, 1994. If the 1993 restructuring charge
of approximately $28 million is excluded from pro forma earnings in the twelve
month period ended March 31, 1994, the pro forma ratio of earnings to fixed
charges would have been 1.0x. However, there can be no assurance that the
Company will have earnings before fixed charges sufficient to cover fixed
charges in the future, including interest payments on the Notes.

MOTOR VEHICLE INDUSTRY CYCLICALITY

Approximately one-third of the Company's operations are directly related to
domestic and foreign motor vehicle production, which is cyclical and dependent
on general economic conditions and other factors. Any significant reduction in
motor vehicle production would have an adverse effect on the level of the
Company's sales to OEMs and the Company's business and financial results. In
addition, there is substantial and continuing pressure from the major OEMs to
reduce sourcing costs, including costs associated with outside suppliers such as
the Company.

RELIANCE ON MAJOR CUSTOMERS

The Company's worldwide sales in 1993 to General Motors, Ford and Chrysler
would have constituted approximately 17%, 10% and 8%, respectively, of its
consolidated sales on a pro forma basis. No other customers accounted for more
than 5% of the Company's consolidated sales in 1993. See "Business--Significant
Customers."

Although the Company has had long-standing relationships with General
Motors, Ford and Chrysler and sells a variety of products to various divisions
of each company, if the Company lost any significant portion of its sales to any
of these customers, such loss would have a material adverse effect on the
financial condition and results of operations of the Company.

13
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COMPETITION

The Company competes globally with a number of other manufacturers and
distributors. Quality, technological innovation and price are the primary
elements of competition. These competitors include vertically integrated units
of the Company's major OEM customers, as well as a large number of independent
domestic and international suppliers. A number of these companies are larger and
have greater resources than the Company. A number of the Company's major OEM
customers manufacture for their own use products that compete with certain of
the Company's products. Although these OEM customers have indicated that they
will continue to rely on outside suppliers, the OEMs could elect to manufacture
such products to meet their own requirements or to compete with the Company.
There can be no assurance that the Company will not be adversely affected by
increased competition in the markets in which it operates. The competitive
environment also has changed dramatically over the past few years as the
Company's traditional U.S. OEM customers, faced with intense international
competition, have expanded their worldwide sourcing of components with the
stated objective of better competing with lower-cost imports. As a result, the
Company has experienced competition from suppliers in other parts of the world
which enjoy certain competitive advantages such as lower labor costs, lower
health care costs and, in some cases, export or raw material subsidies.

ABSENCE OF PUBLIC MARKET

There is no public market for the Notes and the Company does not intend to
apply for listing of the Notes on any national securities exchange or for
quotation of the Notes on Nasdaq. The Company has been advised by the
Underwriters that, following the completion of the initial offering of the
Notes, the Underwriters presently intend to make a market in the Notes; however,
the Underwriters are under no obligation to do so and may discontinue such
market-making activities at any time without notice. No assurance can be given
as to the liquidity of the trading market for the Notes or that an active public
market for the Notes will develop. If an active public market does not develop,
the market price and liquidity of the Notes may be adversely affected.

CHANGE OF CONTROL

In the event of a Change of Control, subject to certain conditions, each
holder of Notes will be entitled to require the Company to repurchase any or all
of the Notes held by such holder at the prices stated herein. Prepayment of the
Notes pursuant to a Change of Control, however, will constitute a default under
the Bank Credit Agreement and, therefore, the lenders will have the right to
require repayment in full of the borrowings under the Bank Credit Agreement. The
Company's obligations under the Bank Credit Agreement are senior in right of
payment to the Notes and the Bank Credit Agreement will not permit the purchase
of the Notes in the event of a Change of Control absent consent of the lenders.
In addition, even if the Company is permitted by such lenders to purchase the
Notes in the event of a Change of Control, there can be no assurance that the
Company will have available funds sufficient to purchase all of the Notes that
might be delivered by holders of Notes seeking to accept the Company's offer to
repurchase the Notes. See "Description of the Notes--Certain Covenants--Purchase
of Notes upon Change of Control."
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RECENT DEVELOPMENTS

On March 17, 1994, SPX consummated the SPT Purchase by acquiring the 49%
ownership interest in SPT owned by Riken for $39 million. The SPT Purchase was
effective as of December 31, 1993. SPT constitutes substantially all of the
Company's original equipment components segment.

USE OF PROCEEDS

The proceeds to the Company from the sale of the Notes, net of the
estimated discount to the Underwriters and expenses related to the Offering, are
estimated to be approximately $252 million and will be used to: (i) reduce the
outstanding borrowings under the Revolving Credit Facility from
approximately $166 million to approximately $131 million, (ii) repay all
outstanding indebtedness under SPT's existing credit facilities, aggregating
approximately $107 million, and certain other indebtedness of SPT, aggregating
approximately $1 million, (iii) redeem $100 million aggregate principal amount
of the SPT Debentures and (iv) pay approximately $9 million of certain
prepayment fees related to these transactions.

Borrowings under the Revolving Credit Facility mature on March 15, 1999,
and bear interest, at the Company's option, either at (i) the greater of (x) the
rate announced as the corporate base rate of the agent bank and (y) the
applicable federal funds rate plus 0.5% or (ii) a Eurodollar rate plus 1%. On
March 31, 1994, the interest rate under this facility was 4.69%. The Revolving
Credit Facility obligates the Company to enter into hedging arrangements which
fix the interest rate of approximately $75 million of borrowings thereunder at
8% for an average weighted maturity of at least two years. As of March 31, 1994,
borrowings under the Revolving Credit Facility aggregating approximately $35
million and available cash were used by the Company to repay approximately $80
million of the existing indebtedness of the Company (excluding indebtedness of
SPT). In the second quarter of 1994, borrowings under the Revolving Credit
Facility will be used to repay the remaining $125 million of existing
indebtedness of the Company (excluding indebtedness of SPT). The indebtedness of
SPT will be repaid from the proceeds of the Offering.

The existing credit facilities of SPT being repaid consist of a term loan
facility, under which approximately $74 million was outstanding as of March 31,
1994, and a revolving loan facility, under which approximately $33 million was
outstanding as of such date. Both credit facilities mature on September 30, 1996
and bear interest at a rate equal to, at the option of SPT, either LIBOR
(adjusted for statutory reserves) plus 2 1/4% or an alternate base rate (which
approximates the prime lending rate) plus 1 1/4%, which interest rate as of
March 31, 1994, was 6.0%. However, SPT has entered into hedging arrangements
that fix the interest rate on approximately $70 million of these facilities, as
of March 31, 1994, at 11 1/4%.

The SPT Debentures bear interest at the rate of 14 1/2% per annum and
mature on May 15, 1999. Upon consummation of the Offering, the Company will
deposit sufficient funds in trust with the trustee for the SPT Debentures to
redeem the SPT Debentures. Upon such deposit, the indenture relating to the SPT
Debentures will be discharged.

The Bank Credit Agreement allows the Company to borrow up to $225 million
under the Revolving Credit Facility upon consummation of the Offering. At such
time, the Company expects to have approximately $94 million of remaining
borrowing capacity under the Revolving Credit Facility.

15
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CAPITALIZATION

In connection with the SPT Purchase, the Company entered into the Bank
Credit Agreement. The Revolving Credit Facility made available under this
agreement provided the Company with borrowing availability of $250 million, the
primary purpose of which was to make additional working capital available and to
permit the repayment of certain indebtedness of the Company, which, as a result
of the SPT Purchase, could otherwise have been accelerated by the lenders
thereof. In the first quarter of 1994, the Company borrowed approximately $35
million under the Revolving Credit Facility which, together with $45 million in
cash, the Company used to repay approximately $80 million of its outstanding
indebtedness. In addition, the Company used approximately $49 million of cash to
(i) consummate the SPT Purchase for $39 million and (ii) pay prepayment and
other fees and expenses relating to these transactions amounting to
approximately $10 million. The foregoing transactions are sometimes referred to
as the "First Quarter Initial Transactions." In the second quarter of 1994, the
Company will borrow approximately $131 million under the Revolving Credit
Facility which, together with approximately $2 million of cash, the Company will
use to repay approximately $125 million of its outstanding indebtedness and to
pay related prepayment fees and expenses amounting to approximately $8 million.
The foregoing transactions are sometimes referred to as the "Second Quarter
Initial Transactions" and, together with the First Quarter Initial Transactions,
are sometimes referred to collectively as the "Initial Transactions."

The Company will use the net proceeds from the Offering to: (i) reduce the
outstanding borrowings under the Revolving Credit Facility from $166 million to
$131 million, (ii) repay all outstanding indebtedness of SPT, aggregating
approximately $208 million and (iii) pay approximately $9 million of certain
prepayment and other fees and expenses related to these transactions. See "Use
of Proceeds." The foregoing transactions are sometimes referred to as the "Final
Transactions." The Initial Transactions and the Final Transactions collectively
constitute the Refinancing.

The following table sets forth the historical consolidated capitalization
of the Company and as adjusted to give effect to the Second Quarter Initial
Transactions as though such transactions were consummated on March 31, 1994, and
as further adjusted for the Final Transactions. The table should be read in
conjunction with the Consolidated Financial Statements and the notes thereto and
"Selected Historical Consolidated Financial Information" included elsewhere in
this Prospectus.

MARCH 31, 1994

SECOND QUARTER
INITIAL AS FINAL PRO
HISTORICAL TRANSACTIONS ADJUSTED TRANSACTIONS FORMA

(in millions)

NOTES PAYABLE AND CURRENT MATURITIES OF LONG-TERM DEBT:

SPX
SENI0r NOLES, 9.72% . vttt ettt ettt et e $ 5.0 $ (5.0) $ - $ -
Note to Allen Group, 8.0%. . ... ' 't vvvrurrunnnnnnnnnrsssssnnns 6.6 (6.6) - -
oS o U = U= 1 of = 0.7 (0.7) - -
Other debt. ... s 3.9 (3.9) - -
TOtaL SPX. ittt e s 16.2 - -
SPT
Term bank 1oan. ... ...ttt e e e 26.7 26.7 $ (26.7) -
Mortgage Note, 9.625%. . ... v vttttiiiinii s 1.3 1.3 (1.3) -
Total SPT . ittt it s e e s 28.0 28.0 -
Total notes payable and current maturities of long-term debt.. 44.2 28.0
LONG-TERM DEBT:
SPX
Bank Credit Agreement........... ..ottt 35.0 130.9 165.9 (34.7) 131.2
Senior notes, 9.72% and 9.58%. ... ittt 70.0 (70.0) - -
Industrial revenue bonds. ... ...t e 15.2 15.2 15.2
Note to Allen Group, 8.0%. . ... ' 't vvururrnnnnnnnnnnnnssensnns 13.1 (13.1) - -
ESOP QUAIraNtEE . o v vttt ittt sttt 11.9 (11.9) - -
Other bt v vttt ettt e 13.5 (13.5) - -
Notes offered hereby.......... . i i i - - 260.0 260.0
TOtAL SPX. ittt e e 158.7 181.1 406.4
SPT
Senior subordinated debentures, 14.5%........ .. 100.0 100.0 (100.0) -
Term bank loan........c.. i i e 46.8 46.8 (46.8) -
Revolving credit 10ansS.........iuuiiinn i 33.0 33.0 (33.0) -
I ) 8 T Y o 179.8 179.8 -
Total long-term debt........ ..o i 338.5 360.9 406.4

Total debt..... ... i e 382.7 388.9 406.4



SHAREHOLDERS' EQUITY:
Common stock, par value $10 per share, 50,000,000 shares

authorized; 15,555,835 shares issued........couuivnninnnnnn 155.8
Paid-in capital. .. ...uiiiiin i e 58.6
Retained @arNingS. ... uuiinnn sttt 22.1
[ 1 (88.5)

Total shareholders' equity.......... . i, 148.0
Total capitalization....... ..ottt it i $530.7
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PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS

The following Pro Forma Consolidated Financial Statements of the Company
are unaudited and are derived from the Consolidated Financial Statements
included elsewhere in this Prospectus.

The Unaudited Condensed Pro Forma Consolidated Statements of Operations (i)
for the three months ended March 31, 1994 have been adjusted to give effect to
the Refinancing as if the Refinancing had occurred on January 1, 1994 and (ii)
for the year ended December 31, 1993 have been adjusted to give effect to the
Refinancing and the 1993 Transactions as if such transactions had occurred on
January 1, 1993. The Unaudited Condensed Pro Forma Consolidated Balance Sheet at
March 31, 1994 has been adjusted to give effect to the Refinancing as if the
Refinancing had occurred on March 31, 1994. The pro forma adjustments are based
upon available information and certain assumptions that the management of the
Company believes are reasonable. The Pro Forma Consolidated Financial Statements
do not purport to represent what the Company's financial position or results of
operations would actually have been if the transactions had occurred on the
dates specified or to project the Company's financial position or results of
operations for any future period.

The Pro Forma Consolidated Financial Statements should be read in
conjunction with the Consolidated Financial Statements of the Company and
related notes thereto, and other information pertaining to the Company,
including "Management's Discussion and Analysis of Financial Condition and
Results of Operations," included elsewhere or incorporated by reference in this
Prospectus.
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UNAUDITED CONDENSED PRO FORMA CONSOLIDATED STATEMENTS OF OPERATIONS

THREE MONTHS ENDED MARCH 31, 1994

PRO FORMA
HISTORICAL ADJUSTMENTS

(in millions)
[TV Z= 0 11 = $277.5 $ -

Costs and expenses:

Cost of products SOld....... .t 207.4 -
Selling, general and administrative................cciviiuuunn 54.2 -
Other, Net. ... e e e s 0.6 -
Operating INCOME. . ...ttt ittt it e s 15.3 -
Interest eXPense, NeL. .. ..uiiiiinnn ettty 10.2 0.2(1)
Income before INCOME TaXeS. ...ttt 5.1 (0.2)
Provision (benefit) for income taxes.................o i 2.0 (0.1)(2)
NEt AMCOME. . vttt ittt i ittt it e $ 3.1 $(0.1)

assuming that the Revolving Credit Facility and the Notes were outstanding
on January 1, 1994. Pro forma adjustments also reflect amortization of
deferred financing fees.

(2) Adjustment to income tax expense to reflect a consolidated effective rate of
39%.

18
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UNAUDITED CONDENSED PRO FORMA CONSOLIDATED STATEMENTS OF OPERATIONS

YEAR ENDED DECEMBER 31, 1993

HISTORICAL AGL (1)

Revenues...........oovvvuunn $ 756.1
Costs and expenses:
Cost of products sold.... 508.0
Selling, general and
administrative......... 207.6
Other, net............... 7.5
Restructuring charge..... 27.5
SPT equity losses........ 26.9
SP Europe equity
losses. ... .o 21.5
Operating income (loss).... (42.9)
Interest expense, net.... 17.8
(Gain) on sale of
businesses............. (105.4)
Income (loss) before income
taxes. ...t e 44.7
Provision (benefit) for
income taxes............. 29.5
Net income (loss) (9)...... $ 15.2

ATP & PRO FORMA
SPR (2) TRUTH (3) SP EUROPE (4) SPT (5) ADJUSTMENTS
""""""""""" (in millions)

$32.4  $(137.9) $ (79.1) $ 40.6 $391.6 $ -

14.1 (89.5 ) (57.5) 44.8 337.8 (6.8)(1)

2.0(5)

20.5 (37.2) (7.3) 9.1 28.2 (10.2)(1)

- .2 (.4) .5 (2.0) .3(1)

(4.3)(4)

2.4(5)

) ] ] ) ) (26.9)(5)

- - - - - (21.5)(4)
C(2.2) (11.4)  (13.9)  (13.6) 276 65.0

1.6 - - .9 27.1 (6.1)(6)

. . . - - 105.4(7)
(3.8) (11.4) (13.9) (14.5) 5 (34.3)

- - - - - (35.7)(8)
'$(3.8) $(11.4 ) $ (13.9)  § (14.5) $ .5 $ 1.4

Historical results of Allen Testproducts ("ATP") and its related leasing
company, Allen Group Leasing ("AGL"),

through June 10, 1993, the date of

acquisition. Pro forma adjustments include a $6.8 million reduction in cost
of products sold resulting primarily from work force reductions; a $10.2
million reduction in selling, general and administrative resulting primarily

from work force reductions; and $.3
amortization.

(2)
Power Replacement ("SPR"),
divestiture.

(3) Results of the Company's window and

Truth Hardware ("Truth"),

(4)

through November 5, 1993,

million additional goodwill

Results of the Company's aftermarket parts distribution business, Sealed
through October 22, 1993, the date of

door hardware manufacturing business,
the date of divestiture.

SP Europe was consolidated as of December 31, 1993. This pro forma adds the

results of operations for the full year. Pro forma adjustments include the
minority owner's share of losses, $4.3 million, and $21.5 million to reverse
the Company's share of equity losses as SP Europe is consolidated in the pro

forma.

SPT was consolidated as of December

(5)

31, 1993. This pro forma adds the

results of operations for the full year. Pro forma adjustments include $2.0
million of additional depreciation expense resulting from purchase

accounting; $2.4 million to reflect

goodwill amortization resulting from

purchase accounting; and $26.9 million to reverse the Company's share of
equity losses as SPT is consolidated in the pro forma.

(6)

Adjustment to interest expense,

net,

to reflect estimated interest expense

assuming that the Revolving Credit Facility and the Notes were outstanding
on January 1, 1993. Pro forma adjustments also reflect amortization of

deferred financing fees.
(7)
(8)

Reversal of gain on the sale of SPR

Adjustment to income tax expense to
39% which was then adjusted for the
Europe losses and the effect of the

and Truth.

reflect a consolidated effective rate of
inability to derive tax benefits from SP
change in the U.S. federal income tax

rate to 35% from 34% on deferred tax assets and liabilities.

(9)

Income (loss) excludes the cumulative effect of changes in accounting

methods for ESOP accounting, SPT's 1993 SFAS No. 106 adoption and the 1993

extraordinary loss recorded for the

early retirement of indebtedness.
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INITIAL AS
HISTORICAL(1) TRANSACTIONS ADJUSTED
(in millions)
ASSETS:
Cash and temporary cash
investments........... i, $ 15.0 $ (2.3)(2) $ 12.7

Receivables.............ccvivinnn 148.4 148.4

Inventories. . ... 161.1 161.1

Other current assets................ 114.7 114.7

Current assetS........oiviivinnn 439.2 436.9

Property, plant and equipment,

1S o 198.4 198.4

Other long-term assets.............. 310.3 310.3

$ 947.9 $945.6

LIABILITIES AND SHAREHOLDERS'

EQUITY:
Notes payable and current maturities
of long-term debt................. $ 44.2 $ (16.2)(2) $ 28.0

Accounts payable............oivunnn 80.1 80.1

Accrued liabilities................. 179.2 (8.5)(2) 170.7

Income taxes payable................ 12.6 12.6

Current liabilities................. 316.1 291.4

Long-term liabilities............... 124.0 124.0

Deferred income taxes............... 21.3 21.3

Long-term debt:

Existing debt..........ovviiunn.n. 303.5 (108.5)(2) 195.0
Bank Credit Agreement............. 35.0 130.9(2) 165.9
Notes offered hereby.............. 0.0 0.0

Total long-term debt................ 338.5 360.9

Shareholders' equity:

common StoCK.........oiviiiiiinnn 155.8 155.8
Paid-in capital.........ovvuuunnn 58.6 58.6
Retained earnings................. 22.1 22.1
Other....vii et (88.5) (88.5

Total shareholders' equity.......... 148.0 148.0

$ 947.9 $945.6

(1) The effects of the First Quarter Initial Transactions are included in the
historical data. See "Capitalization."

(2) Borrowings under the Revolving Credit Facility and use of cash to pay
remaining debt extinguishment fees, bank financing fees and organizational
fees and to pay existing indebtedness of the Company. As of March 31, 1994,
approximately $10 million of debt extinguishment fees and bank financing
fees and approximately $80 million of existing indebtedness had been paid.

(3) Payment of fees and expenses related to the Refinancing (including issuance
of the Notes).

(4) Includes issuance of the Notes, payment of existing SPT indebtedness and
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UNAUDITED CONDENSED PRO FORMA CONSOLIDATED BALANCE SHEET

MARCH 31, 1994

SECOND QUARTER

reduction of amount outstanding under the Revolving Credit Facility.
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$ 9.0(3) 319.3

$ (28.0)(4) $ O.
(8.5)(3) 162.

(179.8)(4) 15.2
(34.7)(4) 131.2
260.0(4) 260.0
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL INFORMATION

The following table presents selected historical consolidated financial
data for the periods indicated. The financial data for the five years ended
December 31, 1993 have been derived from the audited Consolidated Financial
Statements of the Company for such periods. The financial data for the three

months ended March 31, 1994 and March 31, 1993 are unaudited, but in the opinion
of the Company reflect all adjustments necessary for a fair presentation of such
data. The data for the three months ended March 31, 1994 and March 31, 1993 are

not necessarily indicative of results of operations for the fiscal year. The
following selected financial information should be read in conjunction with
"Management's Discussion and Analysis of Financial Condition and Results of

Operations" and the Consolidated Financial Statements of the Company and related
notes thereto included elsewhere or incorporated by reference in this

Prospectus.

OPERATING DATA:

REVENUES. .o ittt it et e

Costs and expenses:

Cost of products sold................cuunn
Selling, general, and administrative.......
Other, net....... ...t
Restructuring and special charges (1)......
SPT equity 10SS€S (2) .. vvviivinnnrnnnnnnns
SP Europe equity losses (3)........ccuuuunn

Operating income (1lO0SS)...........ciiviuununn
Interest expense, nNet..........ovvivinnnnn
(Gain) on sale of businesses (4)...........

Income (loss) before income taxes and

cumulative effect of change in accounting
methods and extraordinary loss.............
Provision (benefit) for income taxes.........

Income (loss) before cumulative effect of
change in accounting methods and

extraordinary 1oSs.........ccviiiiiiii,

Cumulative effect of change in accounting

methods, net of taxes (5).........cvvuuunn
Extraordinary loss, net of taxes (6).........
Discontinued operations, net of taxes........

Net income (lOSS)...... ..ot nnnnn

Ratio of earnings to fixed charges (7).......

FINANCIAL RATIOS AND OTHER DATA:

EBITDA (8) v vvvetitetiinetieneiinennneenns
Depreciation.......... . i i
Amortization. ......c.viiiiii e
Capital expenditures..........ovvviiirvnnnnns

BALANCE SHEET DATA (AT PERIOD END):

Working capital........ .o i
Property, plant and equipment, net...........
Total assetsS. ...t
Long-term debt........ .. .
Shareholders' equity........ ..o viiiiiinnnnn
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THREE MONTHS

ENDED
MARCH 31
1994 1993
$277.5  $179.2
207.4 121.8
54.2 50.8

0.6 1.5

- 0.6

15.3 4.5
10.2 3.9
5.1 0.6
2.0 0.2
3.1 0.4

- (31.8)

$ 3.1 $(31.4)
1.46x 1.24x
$25.1 $11.5
8.1 5.2
1.7 1.2
10.3 3.9
$123.1  $207.0
198.4 115.4
947.9 580.5
338.5 179.4
148.0 157.3

(footnotes on the next page)

YEAR ENDED DECEMBER 31

(dollars in millions)

$ 756.1

508.
207.

=
©
[EANENN

$ 119.4
198.1
1,024.4
336.2
145.4

$801.

533.
209.

$182.
116.
560.
160.
185.

AN

2

g wwonN

$673.

461.
194.

$195.
116.
579.
199.
180.
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193.
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624
226
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(footnotes for preceding page)

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

In 1993, the Company recognized a $27.5 million ($18.5 million aftertax)
restructuring charge to combine its Bear Automotive operation with Allen
Testproducts. In 1991, an $18.2 million ($14.7 million aftertax) special
charge was recorded for organizational and facility consolidation of two
operating units, the write off of certain capitalized computer software
development costs, charges associated with further globalization of the
Company's original equipment components affiliated businesses with an
overseas partner, and charges for possible losses associated with certain
project development investments and notes receivable related to previous
sales of certain business units.

Fiscal years 1989 through 1992 were restated to record the Company's
previous 49% share of SPT's income or losses, the effect of amortizing the
difference between its investment balance and its share of SPT's initial
partnership capital deficit and an adjustment required to record the
Company's previous investment in SPT at historical cost. Previously,
because SPT indebtedness was non-recourse to the Company, the Company
properly did not reflect its share of equity losses of SPT and did not
amortize the difference between its investment balance and its share of
SPT's initial partnership capital deficit. The cumulative effect of this
1989 through 1992 restatement was a pretax charge of $15.9 million (or a
$10.1 million aftertax reduction) to previously reported shareholders'
equity.

Until December 31, 1993, the Company reported that it held a 50% interest in
SP Europe. As of December 31, 1993, Riken's pending participation in SP
Europe reverted to the Company in connection with the transaction to

acquire Riken's 49% interest in SPT. SP Europe had not been previously
consolidated due to the Company's deemed temporary control and because
non-recourse (to the partners) financing was being pursued. Up to December
31, 1993, the Company carried its investment in SP Europe at zero. Due to
the resulting 70% ownership, the Company is recording its share of
cumulative losses since the partnership formation in mid-1991 of $21.5
million.

During 1993, the Company divested its aftermarket parts distribution and
window and door hardware manufacturing businesses. See "Business--Business
Strategy." During 1989, the Company divested five small businesses.

In the first quarter of 1993, the Company adopted new accounting methodology
for its ESOP and reflected its 49% share of SPT's 1993 adoption of SFAS No.
106 regarding accounting for postretirement benefits other than pensions.

In 1992, the Company adopted new accounting methodology for postretirement
benefits other than pensions, and income taxes.

Reflects costs associated with prepayment of certain Company and SPT
indebtedness.

For purposes of determining the ratio of earnings to fixed charges, earnings
consist of income (loss) before income taxes and cumulative effect of

change in accounting methods and extraordinary loss, plus SPT equity

losses, SP Europe equity losses and fixed charges. Fixed charges consist of
interest expense, net (including amortization of deferred financing costs),
and that portion of rental expense estimated to be representative of the
interest factor. Earnings were insufficient to cover fixed charges by $20.2
million in 1991.

EBITDA represents operating income (loss) before restructuring and special
charges, SPT equity losses, SP Europe equity losses, depreciation and
amortization. EBITDA is not presented herein as an alternative measure of
operating results, cash flow (as defined by generally accepted accounting
principles) or liquidity and does not necessarily represent the cash
available to fund cash requirements of the Company. EBITDA is instead
included because it is one measure used by certain investors as an
indicator of a company's operating performance and its ability to service
its indebtedness.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

RESULTS OF OPERATIONS

THREE MONTHS ENDED MARCH 31, 1994 AS COMPARED TO THREE MONTHS ENDED MARCH 31,
1993

Revenues

The following are revenues by business segment:

UNAUDITED

THREE MONTHS ENDED MARCH 31

(in millions)

Specialty service t001S. . ... ...ttt s $139.7 $111.4
Original equipment components............ it 134.4 6.1
SPX Credit Corporation...........iiiiiiiiiiinnn ittt 3.4 0.5
Businesses S0ld 1n 1993, .. ... ittt e - 61.2

Total. ot e e e s $277.5 $179.2

Total revenues for the first quarter of 1994 were up significantly over the
first quarter of 1993 due to the inclusion of SPT and SP Europe revenues in 1994
(SPT and SP Europe were consolidated as of December 31, 1993). Also affecting
first quarter 1994 revenues was the inclusion of the revenues of ATP and SPX
Credit Corporation (formerly AGL), whereas in 1993 the revenues of ATP and SPX
Credit Corporation were not included until the June 1993 acquisition. Offsetting
these increases in revenues was the loss of revenues of the Sealed Power
Replacement and Truth divisions, which were sold in the fourth quarter of 1993.

Revenues of the specialty service tools segment for the first quarter of
1994 include ATP. If ATP revenues were included in the first quarter of 1993,
pro forma first quarter 1993 revenues would have been $126.4 million. The
remaining increase in 1994 revenues over pro forma 1993 revenues, approximately
$13 million, was attributable to improved general aftermarket tool sales, strong
hand-held diagnostic equipment sales, improved high pressure hydraulic sales and
higher automotive related refrigerant recovery and recycling equipment sales.

As stated above, first quarter 1994 revenues of the original equipment
components segment were up significantly due to the inclusion of SPT. Pro forma
first quarter 1993 revenues including SPT and SP Europe would have been $119.6
million. The remaining increase in 1994 over pro forma 1993 revenues,
approximately $15 million, was attributable to strong increases in all product
line sales to OEMs as production of new vehicles was up from last year. The
segment's aftermarket revenues also increased.

Revenues of SPX Credit Corporation, which was formed in June 1993, were
down from pro forma 1993. SPX Credit Corporation's revenues and lease portfolio
were comparable to the levels of the last half of 1993 after SPX merged its
existing leasing activities with AGL in connection with the formation of SPX
Credit Corporation.

Gross Profit

Gross profit was $70.1 million, or 25.3% of revenues, in the first quarter
of 1994 compared to $57.4 million, or 32.0% of revenues, in the first quarter of
1993. Due to the significant acquisition and divestiture activity in 1993, these
figures are not comparable. Pro forma first quarter 1993 gross profit would have
been $64.5 million, or 25.8% of revenues.

Selling, General and Administrative Expense

Selling, general and administrative expense ("SG&A") was $54.2 million, or
19.5% of revenues, in the first quarter of 1994 compared to $50.8 million, or
28.3% of revenues, in the first quarter of 1993. Due to the significant
acquisition and divestiture activity in 1993, these figures are not comparable.
Pro forma first quarter 1993 SG&A would have been $54.5 million, or 21.8% of
revenues.
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Operating Income (Loss)

The following is operating income (loss) by business segment:

UNAUDITED
THREE MONTHS ENDED MARCH 31

(in millions)

Specialty Service t00LS. .. ..uti it ittt i e e e $ 6.3 $ 4.2 $ 6.6
Original equipment COMPONENES. ...ttt it i it e e 11.7 (0.5) 5.1
SPX Credit Corporation...........iiuiiiiiiiiii ittt 2.2 0.1 2.5
Businesses S0ld 1in 1993. .. ... i e e - 4.6 -
General COrporate EXPENSES . ...t v ittt ittt s (4.9) (3.9) (4.5)

11 8- $15.3 $ 4.5 $ 9.7

Total operating income for the first quarter of 1994 was up significantly
over the first quarter of 1993 due to the inclusion of SPT in 1994 (SPT and SP
Europe were consolidated as of December 31, 1993). Also affecting first quarter
1994 operating income was the inclusion of the operating income of ATP and SPX
Credit Corporation, whereas in 1993 the operating income of ATP and SPX Credit
Corporation was not included until the June 1993 acquisition. Offsetting these
increases in operating income was the loss of operating income of the SPR and
Truth divisions, which were sold in the fourth quarter of 1993.

First quarter 1994 operating income of the specialty service tools segment
includes the results of ATP which are now included in the results of the
Automotive Diagnostics division. Pro forma first quarter 1993 operating income
would have been $6.6 million had it included ATP and had certain cost reductions
been realized through the combination with the Bear Automotive division. While
comparative first quarter revenues are up in the specialty service tools
segment, the small reduction in comparative operating income reflects the
continued operating loss at the Automotive Diagnostics division. Also
contributing to the reduced operating income were lower margins on the
refrigerant recovery and recycling systems.

Operating income of the original equipment components segment was up
significantly due to the inclusion of SPT. The increase in 1994 first quarter
operating income over 1993 pro forma was attributable to continued increases in
customer demand as a result of the effect of increased U.S. domestic light
vehicle production, combined with an increase in demand for parts in the vehicle
aftermarket.

Operating income of SPX Credit Corporation was down from pro forma 1993.
SPX Credit Corporation operating income was comparable with levels achieved in
the last half of 1993 after SPX merged its existing leasing activities with AGL
in connection with the formation of SPX Credit Corporation.

Interest Expense, Net

First quarter 1994 interest expense, net was $10.2 million compared to $3.9
million in the first quarter of 1993. The increase was attributable to higher
debt levels associated with the purchase of SPT and Allen Testproducts which
were partially offset by proceeds from the divestitures of the Sealed Power
Replacement and Truth divisions. Additionally, the debt existing during the
first quarter of 1994 was at relatively higher interest rates which contributed
to the increase in interest expense.

Provision for Income Taxes

The first quarter 1994 effective income tax rate was approximately 39%,
which reflects the Company's current estimated rate for the year.
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Cumulative Effect of Change in Accounting Methods, Net of Tax
In the first quarter of 1993, the Company adopted new accounting for its
Employee Stock Ownership Plan and adopted SFAS No. 106--"Employers' Accounting
for Postretirement Benefits Other Than Pensions" for its then existing 49% share
of SPT, resulting in a $31.8 million aftertax charge.

FISCAL YEAR ENDED DECEMBER 31, 1993 AS COMPARED TO FISCAL YEAR ENDED DECEMBER
31, 1992

Revenues

The following are revenues by business segment:

INCREASE
YEAR (DECREASE)
1993 1992 AMOUNT PERCENT
(dollars in millions)
Specialty service toOlS.......... i $503.6 $539.6 $(36.0) (6.7)%
Original equipment components.................ouv.... 26.6 15.2 11.4 75.0
SPX Credit Corporation............ciiiiiiiinnnnnnnn 9.0 - 9.0 -
Businesses sold in 1993. .. ...ttt 216.9 246.4 (29.5) (12.0)
LI 7 T $756.1 $801.2 $(45.1) (5.6)

Total revenues for 1993 were lower than 1992 due primarily to lower
specialty service tools segment revenues and reduced revenues from businesses
which were sold in the fourth quarter of 1993. These declines in revenues were
offset by increased revenues in the original equipment components segment and
the inclusion of lease financing revenues since June 1993 when the SPX Credit
Corporation was formed.

Revenues of the specialty service tools segment were down $36.0 million
principally from reduced sales of refrigerant recovery and recycling systems. In
1992, revenues benefited from $60.0 million of incremental sales of HFC134a
refrigerant recovery and recycling systems to franchised vehicle dealers as many
OEMs required their dealers to purchase this equipment. The balance of the
specialty service tools segment revenues was up in 1993 due to higher essential
tool programs, improved general U.S. economic conditions, increased sales of
electronic hand-held diagnostic equipment and the June 1993 acquisition of ATP.

Revenues of the original equipment components segment were up significantly
from 1992 as more automatic transmissions incorporated the Company's electronic
solenoid valve. Management believes that revenues from these valves will
continue to increase as more automatic transmissions begin to incorporate these
valves. Beginning in 1994, revenues of SPT and SP Europe will be included in
this segment. In 1993 and 1992, aggregate revenues for SPT and SP Europe were
$432.1 million and $404.9 million, respectively.

Gross Profit

Gross profit was $248.1 million, or 32.8% of revenues, in 1993 compared to
$268.0 million, or 33.5% of revenues, in 1992. The decrease in gross margin in
1993 relates to the reduction in higher margin refrigerant recovery and
recycling equipment sales and the related higher manufacturing volumes, certain
costs and redundancies incurred during the integration of Bear Automotive and
ATP and increased sales of solenoid valves which carry a lower gross margin.
Inclusion of lease financing revenues increased the gross margin in 1993, as
such revenues do not have a related cost of sales. In 1992, the effect of
inventory reductions resulted in a $1.8 million decrease in costs related to
LIFO inventory liquidations compared to $0.5 million in 1993.

Selling, General and Administrative Expense

SG&A was $207.6 million, or 27.5% of revenues, in 1993 compared to $209.9
million, or 26.2% of revenues, in 1992. In 1993, expense was down from 1992
primarily due to the divestitures of SPR and Truth in the fourth quarter and the
impact of the new ESOP accounting method. In 1993, interest on ESOP debt was
classified as "interest expense, net" ($3.9 million), whereas, in 1992, the
majority of this amount was included
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in SG&A. Offsetting these reductions was the acquisition of ATP in June, a
business with relatively high SG&A as a percentage of revenues.

Operating Income (LosS)

The following is operating income (loss) by business segment:

Specialty service t00lS. . ...ttt i e $(11.7) $ 51.7
Original equipment cOmMpPONEeNtS. .......vuviiiiinnnnrnrrenan (46.5) (7.0)
SPX Credit Corporation............ oo nnnnnns 5.5 -
Businesses sold in 1993....... ...t i 25.2 21.5
General coOrporate eXPeNSES. ... .v i viurrre i (15.4) (17.1)

LI 1 1 $(42.9) $ 49.1

Overall operating income (loss) was significantly reduced by the $27.5
million restructuring charge recorded in 1993. Excluding this restructuring
charge, 1993 operating loss would have been $15.4 million compared to $49.1
million of income in 1992. This decrease is associated with lower sales of
refrigerant recovery and recycling systems and integration costs at Automotive
Diagnostics and SPT and SP Europe equity losses.

The specialty service tools segment incurred an $11.7 million loss in 1993,
which includes a $27.5 million restructuring charge for the combination of Bear
Automotive and ATP into the new Automotive Diagnostics division (see the
following paragraph). Excluding the restructuring charge, 1993 operating income
would have been $15.8 million compared to $51.7 million of income in 1992. This
decrease is associated with lower sales of refrigerant recovery and recycling
systems and other integration costs at Automotive Diagnostics.

The $27.5 million restructuring charge to combine the businesses into the
Automotive Diagnostics division was recorded in the third quarter of 1993. Of
the $27.5 million restructuring charge, approximately $16.0 million relates to
work force reductions and associated costs. The combined businesses started with
approximately 2,200 employees. That number was reduced to 1,800 at December 31,
1993 and will be at approximately 1,700 by the end of the second quarter of
1994. The charge also included $9.3 million of facility duplication and shutdown
costs, including the write down of excess assets of $4.2 million (non-cash). The
balance of the reserves at December 31, 1993 was approximately $14.5 million,
which is principally required for remaining work force reduction and facility
closing costs.

The original equipment components segment's 1993 operating loss includes
SPT equity losses of $26.9 million and SP Europe equity losses of $21.5 million.
Offsetting these losses, to some extent, were the improved results of the
Company's electronic solenoid valve operation.

Interest Expense, Net

Interest expense, net, was $17.8 million in 1993 compared to $15.1 million
in 1992. Interest costs have been decreasing since 1991 due to favorable
interest rates and overall lower average borrowing levels. In 1993, interest
expense increased by $3.9 million when compared to 1992 and 1991 levels as new
accounting for the Company's ESOP now recognizes the interest element on the
ESOP debt. Prior to 1993, this expense was classified as administrative expense.
The interest element on ESOP debt in 1992 and 1991, which was included in
administrative expense, was $4.1 million and $4.0 million, respectively.

Gain on Sale of Businesses

A $105.4 million pretax gain on the sale of SPR ($52.4 million) and Truth
($53 million) was recorded during the fourth quarter. The operating results of
these units were included through their dates of divestiture, October 22, 1993
for SPR, and November 5, 1993 for Truth. The combined aftertax gain was $64.2
million.
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Provision (Benefit) for Income Taxes

The Company's 1993 effective income tax rate for 1993 was 66.0% compared to
39.5% in 1992. The primary item affecting the 1993 rate was the inability to tax
benefit the $21.5 million of SP Europe's equity losses as its foreign
subsidiaries are in net operating loss carryforward positions. Also affecting
the 1993 rate were certain items within the Automotive Diagnostics restructuring
charge not being tax benefited and the cumulative effect of adjusting net
deferred tax liabilities for the 1993 change in the U.S. federal income tax rate
from 34% to 35%. The 1992 rate reflects a normal effective income tax rate.

Cumulative Effect of Change in Accounting Methods, Net of Taxes

In 1993 and 1992, the Company adopted three new accounting methods relating
to its ESOP, postretirement benefits other than pensions, and income taxes. See
Note 2 to the Consolidated Financial Statements for a detailed explanation of
these changes.

Extraordinary Loss, Net of Taxes

During the fourth quarter of 1993, the Company determined to refinance both
SPX and SPT indebtedness. As a result, the Company recorded an extraordinary
charge of $37.0 million ($24.0 million aftertax) for costs associated with the
early retirement of $415.0 million (principal amount) of indebtedness expected
to be refinanced. The aggregate amount to retire this indebtedness, including
existing unamortized debt placement fees, will be $452.0 million.

FISCAL YEAR ENDED DECEMBER 31, 1992 AS COMPARED TO FISCAL YEAR ENDED
DECEMBER 31, 1991

Revenues

The following are revenues by business segment:

INCREASE
YEAR (DECREASE)

(dollars in millions)

Specialty service tOOLS.........i it $539.6 $430.1 $109.5 25.5%

Original equipment components...........ciiiiiinnnn.n 15.2 7.8 7.4 94.9

Businesses sold in 1993......... ittt 246.4 235.6 10.8 4.6
Total. oo e e $801.2 $673.5 $127.7 19.0

Overall revenues increased principally from increases within the specialty
service tools segment.

Revenues of specialty service tools increased over 1991 due to an increase
of approximately $100 million in sales of refrigerant recovery and recycling
systems. The segment also benefited from higher sales to franchised vehicle
dealers, the result of new model vehicle introductions and improved general
economic conditions.

Revenues of original equipment components were up significantly from 1991
as more automatic transmissions incorporated the Company's electronic solenoid
valve.

Gross Profit

Gross profit was $268.0 million, or 33.5% of revenues, in 1992 compared to
$211.8 million, or 31.5% of revenues, in 1991. This improvement as a percentage
of revenues was primarily attributable to higher production activity and related
cost absorption, previous cost reduction programs (including the closure of a
plant in Arkansas), and a general sales mix shift toward higher margin products
than in 1991. In 1992, the effect of inventory reductions resulted in a $1.8
million decrease in costs related to LIFO inventory liquidation.

Selling, General and Administrative Expense

Selling, general and administrative expense was $209.9 million, or 26.2% of
revenues, in 1992 compared to $194.0 million, or 28.8% of revenues, in 1991. The
primary reason for the increase was the variable selling costs associated with
the higher revenues. However, several other factors also contributed to the
increase, including increases in health care costs, costs associated with an
unsuccessful acquisition effort and the higher
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current year costs associated with adoption of SFAS No. 106 -- "Employers'
Accounting for Postretirement Benefits Other than Pensions."

Operating Income (LosS)

The following is operating income (loss) by business segment:

(in millions)

Specialty Service t00LS. .. ..uui ittt e e e $ 51.7 $ 3.3
Original equipment COMPONENES. ... vttt e nnns (7.0) (15.0)
Businesses SOld In 1993, ...ttt 21.5 20.0
General corporate eXPeNSES. ... ..ttt i i e (17.1) (20.2)

LI 7 3 $ 49.1 $(11.9)

Operating losses in 1991 were impacted by an $18.2 million special charge
(discussed below). Excluding this special charge, 1991 operating income would
have been $6.3 million compared to $49.1 million in 1992. The significant
increase was principally due to income related to the incremental sales of
refrigerant recovery and recycling systems as well as generally improved sales
of specialty service tools.

The specialty service tools segment's 1991 operating income was impacted by
a special charge of $12.5 million related to organizational and facility
consolidation of two operating units and the write off of certain capitalized
computer software development costs due to conceptual changes in future product
offerings. Without the special charge, 1991 operating income would have been
$15.9 million compared to $51.7 million in 1992. In 1992, operating income
increased primarily from approximately $100 million of incremental sales of
refrigerant recovery and recycling systems as well as generally improved sales
of specialty service tools.

The original equipment components segment's operating losses decreased due
to improvements at the Company's electronic solenoid valve operation and due to
reduced SPT equity losses (a $2.4 million loss in 1992 compared to an $8.5
million loss in 1991). In addition, 1991 operating losses included a $2.6
million special charge for the start-up related reduced value of RSV, a joint
venture with Riken, which produces solenoid valves for the Asia Pacific Rim
market.

General corporate expenses in 1991 included a $3.0 million special charge
related to losses on certain project development investments and notes
receivable related to previous business unit sales.

Interest Expense, Net

Interest expense, net, was $15.1 million in 1992 and $16.8 million in 1991
due primarily to lower short-term interest rates.

Provision (Benefit) for Income Taxes

The Company's 1992 effective income tax rate was 39.5% compared to a 25.0%
benefit in 1991. The 1992 rate represents a normal effective income tax rate.
The 1991 rate of benefit was the result of the Company not recognizing a
deferred tax benefit on some cost elements included in the special charge
recorded that year, as future tax realization was uncertain.

Cumulative Effect of Change in Accounting Methods, Net of Taxes
In 1992, the Company adopted two new accounting methods relating to
postretirement benefits other than pensions, and income taxes. See Note 2 to the

Consolidated Financial Statements for a detailed explanation of these changes.
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LIQUIDITY AND FINANCIAL CONDITION

The Company's liquidity needs arise primarily from making capital
investment in new equipment, funding working capital requirements and meeting
interest costs.

As a result of the Company's acquisition activity in 1993, the Company will
be more leveraged than in the past. This financial leverage will require
management to focus on cash flows to meet increased interest costs and to
maintain dividends. Management believes that operations and the credit
arrangements established will be sufficient to supply the future funds needed by
the Company.

Management also believes that improvements in operations accomplished in
1993, coupled with completion of other cost reduction activities begun in 1993,
will improve the cash flows of the Company.

Cash Flow
THREE MONTHS
ENDED YEAR ENDED DECEMBER 31,
MARCH 31, = =-meemmemccmcemccccnccccccccocaccaccacaann
1994 1993 1992 1991
(in millions)
Cash flows from operating activities.................... $ 5.2 $ 25.3 $ 67.5 $ 67.4
Cash flows from investing activities.................... (10.3) 44.3 (24.9) (34.9)
Cash flows from financing activities.................... (97.8) 38.5 (44.0) (33.9)
NEet Cash FloW. ...vvei ittt et e et e e nanas $ (102.9) $ 108.1 $ (1.4) $ (1.4)

Operating cash flow was significantly lower in 1993 than in 1992 due to
lower operating earnings, the cash utilization of the Automotive Diagnostics
division restructuring reserve, higher tax payments and increases in the amount
of lease receivables. First quarter 1994 operating cash flows reflects
significantly increased accounts receivable from higher revenue levels, reduced
accrued liabilities primarily due to the continued utilization of the Automotive
Diagnostics restructuring reserve. At March 31, 1994, the restructuring reserve
was $8.9 million.

Cash flows from investing activities in 1993 reflected the net proceeds
from the divestiture of SPR and Truth of approximately $189 million and the
purchase of ATP and AGL for approximately $102 million. In addition, 1993
included $19.9 million of advances to SP Europe prior to its being consolidated
into the Company's balance sheet compared to $3.1 million in 1992. In 1991, the
$12.1 million purchase of Miller Special Tools and $5.0 million invested in SPT
are included. First quarter 1994 cash flows from investing activities represent
capital expenditures reflecting the significant capital expenditure plan for
1994.

Cash flows from financing activities reflected $37.7 million of reduction
in indebtedness in 1992 compared to $44.0 million of additional borrowings in
1993. In 1991, a $24.2 million reduction in indebtedness was achieved. First
quarter 1994 cash flows from financing activities reflect the $39 million
payment to Riken to consummate the SPT Purchase, payment of approximately $6.0
million of debt extinguishment costs related to the partial payment of the ESOP
trust's note, payment of $4.1 million of debt acquisition costs related to the
Revolving Credit Facility and to pay down $47.6 million on SPX's total
indebtedness.

The resulting $108.1 million in 1993 cash flow was reflected in the year
end cash and temporary cash investment balance. A significant portion of this
cash balance was utilized during the first quarter of 1994 to complete the SPT
Purchase and to refinance certain SPX indebtedness, as reflected in the first
quarter 1994 cash flows from financing activities.

29



31

Capitalization
UNAUDITED
MARCH 31, DECEMBER 31
1994 1993 1992
(in millions)
Notes payable and current maturities of long-term debt.......... $ 44.2 $ 94.0 $ 14.0
Long-term debt. ... . e e 338.5 336.2 160.3
Total debt. ... e s $ 382.7 $ 430.2 $ 174.3
Shareholders' equUity...... .t 148.0 145.4 185.5
Total capitalization......... ..ot $ 530.7 $ 575.6 $ 359.8
Total debt to capitalization ratio.............ccuiiiiiiinnnnnnnn 72.1% 74.7% 48.4%
In March 1994, the Company extinguished approximately $80 million of SPX
debt by utilizing its existing cash balance and $35 million of the Revolving
Credit Facility. At March 31, 1994, the Company's total debt was composed of
existing SPX debt of $174.9 million and of SPT debt of $207.8 million.
In March 1994, the Company initiated the process to issue $260 million of
the Notes. The outstanding SPT debt will be extinguished from the proceeds from
this offering. The following is a reconciliation of actual cash and debt at
March 31, 1994 to the unaudited pro forma balances at March 31, 1994 assuming
completion of the Refinancing.
CASH DEBT

(in millions)

Actual at March 31, 19094 . . . ..ttt ittt ettt ettt s $ 15.0 $ 382.7
Transaction and early extinguishment fees (cash and Revolving Credit
L2 Lo I Y (2.3) 6.2
Payment of SPX debt with Revolving Credit Facility.................c.ouun. - (124.7)
Borrowings under Revolving Credit Facility to pay SPX debt............... - 124.7
Pro forma March 31, 1994 before Final Transactions...............ccvuuuunnn $ 12.7 $ 388.9
Transaction and early extinguishment fees paid using Revolving Credit
FaCI ity . oot e s - 17.5
Payment of SPT debt. ... i i e e s et - (207.8)
Reduction of Revolving Credit Facility........ouuiiiinnnn e nnnnns - (52.2)
Proceeds from sale Of NOteS. ... ...ttt it s - 260.0
Pro forma March 31, 1994 after Refinancing............... . . i, $ 12.7 $ 406.4

On an unaudited pro forma basis, the following summarizes the debt
outstanding and revolving credit availability as of March 31, 1994 after the

Refinancing:

REVOLVING

TOTAL AMOUNT CREDIT

COMMITMENT OUTSTANDING AVAILABILITY
(in millions)

Revolving Credit Facility............. i, $225.0 $ 131.2 $ 93.8
The NOLES. i ittt i ittt e e e e et 260.0 260.0 -
Industrial Revenue BoNdS.........ouuiiniiniinnn e nnns 15.2 15.2 -
110 ) - $500.2 $ 406.4 $ 93.8

After completion of the Refinancing, management believes that the
additional availability of borrowings is sufficient to meet operational cash
requirements, working capital requirements and capital expenditures planned for
1994. The Company has no material debt amortization requirements in the next
five years.

On a pro forma basis, the Company's earnings before fixed charges would
have been inadequate to cover its fixed charges by approximately $28 million in
the twelve month period ending March 31, 1994. If the 1993 restructuring charge



of $28 million is excluded from pro forma earnings in the twelve month period
ending March 31, 1994, the pro forma ratio of earnings to fixed charges in the
twelve month period ending March 31, 1994 would have been 1.0x. In the first
quarter of 1994, the actual ratio of earnings to fixed charges was 1.46x.
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However, there can be no assurance that the Company will have earnings before
fixed charges sufficient to cover fixed charges in the future, including
interest payments on the Notes.

Capital Expenditures

Capital expenditures were $10.3 million in the first quarter of 1994, $15.1
million in 1993, $20.4 million in 1992 and $19.4 million in 1991. Management
expects to continue to incur incremental capital expenditures to develop new
products, improve product and service quality, and expand the business. With the
consummation of the SPT Purchase, capital expenditures will increase due to
SPT's capital intensity. SPT's capital expenditures, net, were $17.8 million in
1993, $12.9 million in 1992 and $13.1 million in 1991. Capital expenditures
planned in 1994 for the Company (including SPT) are approximately $45 million.
Significant projects include expanded cylinder sleeve manufacturing
capabilities, an additional solenoid valve production line and a facility
expansion at a major manufacturing plant. Management estimates that annual
capital expenditures of approximately $15 million are required to maintain the
Company's (including SPT's) current operations.

Acquisitions and Divestitures

After the acquisition and divestiture activity in 1993, management does not
foresee any significant acquisitions or divestitures. Flexibility is available
under the Bank Credit Agreement and Notes to allow for strategically oriented
acquisitions that directly complement the Company's existing businesses.

SEASONALITY, WORKING CAPITAL AND CYCLICALITY

The majority of the Company's revenues is not subject to seasonal
variation. Revenues of the original equipment components segment are
predominantly dependent upon domestic and foreign vehicle production, which is
cyclical, and on general economic conditions and other factors. Revenues of the
specialty service tools segment are dependent upon the frequency of new vehicle
introductions and the general economic status of vehicle dealers and aftermarket
maintenance facilities. These factors can, therefore, affect the Company's
working capital requirements. However, because the Company receives production
forecasts and new vehicle introduction information from OEMs, the Company is
better able to anticipate and manage these requirements. See "Investment
Considerations--Motor Vehicle Industry Cyclicality."

IMPACT OF INFLATION

The Company believes that inflation has not had a significant impact on
operations during the period of 1991 through 1993 in any of the countries in
which the Company operates.

OTHER MATTERS

Accounting Pronouncements. As of the beginning of 1994, the Company must
adopt Statement of Financial Accounting Standards, No. 112, "Employers'
Accounting for Postemployment Benefits." This standard requires that the cost of
benefits provided to former or inactive employees be recognized on the accrual
basis of accounting. The Company believes that the provisions of this statement
are not material to its financial position or results of operations.

Automotive Diagnostics. At March 31, 1994, $73 million of goodwill relates
to the Automotive Diagnostics division (composed of Bear Automotive and ATP,
which was acquired in 1993). Automotive Diagnostics has incurred significant
operating losses in 1993 and in prior years. The Company projects that, in the
near future, the cost savings, market synergies and other factors which, in
part, will be realized from the Bear Automotive and ATP combination will result
in non-discounted operating income sufficient to exceed goodwill amortization.
However, should such projections require downward revision based on changed
events or circumstances, the Automotive Diagnostics division's goodwill may
require write down. Although having no cash flow impact, the resulting charge,
if any, could materially reduce the Company's future reported results of
operations and shareholders' equity. At this time, based upon present
information, projections and strategic plans, the Company has concluded that
there has been no permanent impairment of the Automotive Diagnostics division's
tangible or intangible assets.

Tax Settlement. During the fourth quarter of 1993, the Company settled a
dispute with the Internal Revenue Service regarding the Company's tax deferred
treatment of the 1989 transaction in which several
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operating units of the Company were contributed to SPT. The settlement of
approximately $5 million in tax eliminates the IRS contention that one-half of
the 1989 transaction was currently taxable. The settlement and interest were
paid during the second quarter of 1994.

Actuarial Discount Rate. At year-end 1993, the Company (and SPT) reduced
the discount rate used for computation of pension and postretirement benefits to
7.5% from the previous 8.25%. This assumption change had no effect on 1993
results of operations, but will increase expense in the future. The Company does
not expect the increase to be material as certain other actuarial assumptions,
including salary growth and medical trend rates, were also modified to reflect
current experience. The future discount rate is subject to change as long-term
interest rates and other such factors warrant.

Environmental. The Company's operations and products are subject to
federal, state and local regulatory requirements relating to environmental
protection. It is the Company's policy to comply fully with all such applicable
requirements. As part of its effort to comply, management has established an
ongoing internal compliance auditing program which has been in place since 1989.
Based on current information, management believes that the Company's operations
are in substantial compliance with applicable environmental laws and regulations
and the Company is not aware of any violation that could have a material adverse
effect on the business, financial condition or results of operations of the
Company. There can be no assurance, however, that currently unknown matters, new
laws and regulations, or stricter interpretations of existing laws and
regulations will not materially affect the Company's business or operations in
the future. See Note 18 to the Consolidated Financial Statements for a more
detailed discussion.

Foreign Net Operating Loss Carryforwards. The Company has foreign net
operating loss carryforwards ("NOLs") of approximately $32.5 million as of
December 31, 1993. These NOLs are available to offset applicable future foreign
taxable income and, for the most part, expire in years after 1996. These NOLs
have been fully reserved through the valuation allowance due to uncertainty
regarding the ability to realize these tax assets.
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BUSINESS

GENERAL

The Company designs, manufactures and markets specialty service tools for
the franchised dealers of vehicle manufacturers and piston rings and automatic
transmission filters for OEMs. The Company also is a designer, manufacturer and
marketer of electronic engine diagnostic equipment, emission testing equipment,
wheel service equipment and other specialty service tools for independent
vehicle aftermarket users in North America and Europe. The Company also provides
numerous other original equipment components, including cylinder sleeves, die
cast parts, valve train components and solenoid valves, to OEMs, and specialty
service tools to other non-vehicle markets.

The Company was organized in 1911 and was known as The Piston Ring Company
until 1931, when it changed its name to Sealed Power Corporation. The name was
again changed in 1988 to SPX Corporation. The Company's principal executive
offices are located at 700 Terrace Point Drive, Muskegon, Michigan 49443, and
its telephone number is (616) 724-5000.

INDUSTRY OVERVIEW

The Company serves two broad markets in the vehicle industry. The Company's
specialty service tools are sold to the vehicle maintenance and repair market
and are used primarily by the OEMs' franchised dealers and other independent
service technicians to diagnose and service a wide range of vehicle systems and
equipment. As OEMs develop and manufacture new products, corresponding specialty
mechanical, electronic and hydraulic tools must be developed to diagnose and
service specific problems and aid in the improvement of performance. In the past
decade, the vehicle maintenance and repair market increased its demand for
specialty service tools as a result of several trends: (i) the increase in the
frequency of new model introductions by OEMs, (ii) the advance in the
engineering, computerization and technological complexity of these new
introductions and (iii) the increase in service dollars spent at franchise
dealers as a result of extended new vehicle warranty periods. Sales of specialty
service tools which are essential to franchised dealers, the Company's largest
group of customers for these products, tend to vary with changes in vehicle
design and the number of dealers and are not directly dependent on the volume of
vehicles that are produced by OEMs. In addition, environmental and safety
regulations have become more stringent and require specially designed diagnostic
and other tools to comply with such regulations.

The other broad market served by the Company is the OEM and replacement
parts market, to which the Company's original equipment components are sold. The
U.S., Canadian and European OEM market is primarily composed of four classes of
customers: (i) U.S. manufacturers, principally consisting of General Motors,
Ford and Chrysler, but also including other vehicle manufacturers such as
Navistar International and Mack Trucks, (ii) foreign companies producing
vehicles in North America ("transplants"), (iii) European vehicle manufacturers
sourcing the Company's products through integrated assemblies and (iv) vehicle
manufacturers producing vehicles outside the United States and Canada
("imports"). OEMs are continuing to reduce the lead-time required to bring new
vehicle models to the market and to reduce perceived high internal costs created
by their traditional vertically integrated structures by, among other things,
turning to independent suppliers for design assistance and production of parts
and components. In addition, in order to improve their quality, efficiency and
ability to manage their supplier network, OEMs have decreased the number of
their suppliers to include those which have consistent product quality,
technological expertise and competitive pricing, and are responsive to changes
in the marketplace. OEMs additionally assign Tier 1 status to certain of these
suppliers in order to transfer responsibility for an entire product program to a
supplier. A Tier 1 supplier will often design, engineer, manufacture and conduct
quality control procedures for a product or product assembly. The replacement
parts market primarily consists of the service organizations of the OEMs, as
well as other vehicle parts manufacturers and distributors.

Sales of original equipment components to OEMs are affected, to a large
extent, by vehicle production volume which, in turn, is dependent on general
economic conditions. Vehicle production has historically been cyclical, and
sales of the Company's original equipment components have increased or decreased
depending on the existing economic cycle prevailing at the time. Vehicle
production increased substantially in 1993 and had a favorable impact on sales
of the Company's original equipment components. Replacement parts sales,
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on the other hand, depend on the age of vehicles in service and the need for
replacement parts. Sales of original equipment components to the replacement
parts market historically have been less adversely affected by general business
conditions since vehicle owners are more likely to repair vehicles than purchase
new ones during recessionary periods. In 1993, the Company sold approximately
three-fourths of its original equipment components to OEMs and the remaining
one-fourth of such components to the replacement parts market.

BUSINESS STRATEGY

The Company believes that the markets it serves offer significant growth
opportunities for its businesses. The Company's business strategy is to focus on
and invest in the core markets for specialty service tools and original
equipment components and to expand its leading market positions. The key
elements of this strategy include: (i) implementation of structural changes to
operations, (ii) operational improvements, (iii) increased specialty service
tool offerings and (iv) leveraging of long-term relationships with existing
customers.

Implementation of Structural Changes to Operations. In 1993, the Company
completed several transactions which increased the Company's revenues by
approximately 25% from approximately $801 million in 1992 to $1.0 billion on a
pro forma basis in 1993. These transactions, described below, were completed in
order to increase the Company's product offerings, strengthen its sales and
service capabilities and better position the Company to capitalize on prevailing
market and industry trends and opportunities.

- Created the Automotive Diagnostics division through the acquisition of
ATP and its combination with the Company's Bear Automotive business.
This new division will enhance the Company's electronic engine
diagnostics, emission testing and wheel service equipment capabilities
and is expected to result in annualized cost savings to the Company
through consolidation of operations and work force reductions in
excess of $20 million.

- Created SPX Credit Corporation through the acquisition of the leasing
company affiliated with Allen Testproducts and its combination with the
Company's existing leasing operations. This business supports the
Automotive Diagnostics division by providing customers with a leasing
option when purchasing the division's products.

- Divested the Company's aftermarket parts distribution business and the
Company's window and door hardware manufacturing business. These
divestitures generated approximately $189 million in net cash proceeds
which the Company used to reduce indebtedness and to further invest in
its core businesses.

- Acquired the 49% interest in SPT held by Riken. SPT represents
substantially all of the Company's original equipment components
segment.

Operational Improvements. The Company continually explores ways to
increase its operational efficiency while maintaining its reputation as a
manufacturer of high-quality products. Ongoing programs to meet this objective
involve the addition of new machinery, consolidation of facilities and other
productivity improvements. Examples of recent productivity improvements include
the addition of a $25 million automated cylinder sleeve production system which
will enable the Company to meet the increasing demand for cast iron sleeves for
aluminum block engine programs, which are part of the trend toward lighter
weight vehicles. In addition, the Company is consolidating its European casting
facilities at a single location which employs improved casting technology. The
Company expects this consolidation to enable the Company to increase production
with less scrap and maintain better inventory control without any increase in
the work force. Both segments of the Company's businesses have received numerous
quality awards and certifications from General Motors, Ford, Chrysler and other
OEM customers. Most parts supplied by the original equipment components segment
to General Motors are supplier-certified, six of SPT's plants which serve Ford
have achieved Ford's Q-1 rating and an SPT filter production plant is one of
only seven plants worldwide to have achieved Chrysler's Pentastar ratings in
every year since the award's establishment. The rating systems of General
Motors, Ford and Chrysler are based on evaluations by teams of quality auditors
who personally visit the manufacturing facilities in order to determine whether
they meet certain standards developed by these OEMs. The standards generally
involve the evaluation of quality systems control, delivery, technology,
management and price.

Increased Specialty Service Tool Offerings. The market for the Company's
specialty service tools has increased as a result of several recent trends: (i)
the increase in the frequency of new model introductions by
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OEMs, (ii) the advance in the engineering, computerization and technological
complexity of these new introductions and (iii) the increase in service dollars
spent at franchise dealers as a result of extended new vehicle warranty periods.
The Company considers franchised dealers and professional technicians, who
benefit most from these trends, to constitute the strongest part of its customer
base for specialty service tools. By continuing to strengthen its involvement in
the design phase of OEM product development and identifying applications for new
and existing specialty service tools, the Company believes it can capitalize on
these trends. In addition, the growing number of environmental laws and
regulations have created a demand for new technologies and products, including
the Company's refrigerant recycling systems and vehicle exhaust emission testing
equipment. The Company will continue to aggressively pursue this market by
continuing to develop new products and technologies.

Leveraging of Long-Term Relationships with Existing Customers. The trend
of OEMs to contract sourcing of components to fewer outside suppliers favors
larger, more efficient suppliers with high-quality products. The Company
historically has had strong relationships, some of which date back 80 years,
with major OEMs, including General Motors, Ford and Chrysler. In addition,
because of the long lead time and the high degree of engineering interaction
between the OEMs and the Company associated with the development of certain new
designs and products, particularly in those cases where the Company is a Tier 1
supplier, the Company at times is the sole source to certain OEMs for engine and
transmission parts for particular vehicle models. The Company is capitalizing on
these relationships to become more involved in the design, engineering,
manufacturing and quality control phases of product and product assembly
programs of OEMs. The Company believes its Tier I status will enable it to
continue to offer products to its customers at a lower cost and afford itself a
competitive advantage in securing new business for both of its business
segments.

BUSINESS SEGMENTS

The Company operates in two primary business segments, specialty service
tools and original equipment components for the global vehicle industry. It also
operates a lease financing business for customers of its electronic engine
diagnostic, emission testing and wheel service equipment. The following
unaudited pro forma information (except information relating to the three months
ended March 31, 1994, which is actual) summarizes the Company's revenues by
business segment as if the 1993 Transactions had occurred as of January 1, 1991.

THREE MONTHS
ENDED MARCH 31 YEAR ENDED DECEMBER 31

(dollars in millions)

Specialty Service

Tools. ..o $139.7 51% $126.4 50% $ 529.2 52% $ 606.2 58% $ 525.3 58%
Original Equipment
Components............ 134.4 48 119.6 48 458.8 46 420.0 40 366.1 40
SPX Credit
Corporation........... 3.4 1 4.2 2 15.7 2 16.7 2 15.2 2
Total.......... $277.5 100% $250.2 100% $1,003.7 100% $1,042.9 100% $ 906.6 100%

Specialty Service Tools

The Company's specialty service tools segment designs, manufactures and
markets a wide range of specialty service tools and diagnostic equipment
primarily for the global vehicle industry and, to some extent, to industries
outside of the vehicle industry. The Company markets these products as solutions
to service problems and as aids to performance improvements. The design of
specialty service tools is critical to their functionality and generally
requires close coordination with either the OEM or the ultimate user of the
tools or instruments. A tool specially developed for a specific model vehicle
often will be suitable for use with that model only, and will require
modification for other or subsequently developed models. Therefore, although
many of the specialty service tools designed, manufactured and marketed by the
Company may perform similar tasks, the Company often redesigns each of these
products as new model vehicles are introduced.

The Company's operations which design, manufacture and market specialty
service tools are oriented primarily to serve certain customer groups with which
these operations have developed strong relationships. Thus, while two or more of
the Company's operations may market a substantially similar specialty service
tool, each operation will focus its marketing efforts on different customers. In
certain circumstances, after the
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design of a product has been completed and a market established, the Company may
outsource all or a portion of the manufacture or assembly of these products. The
Company also sells a broad line of equipment of other manufacturers through
franchised dealer equipment programs coordinated with certain vehicle OEMs.

The table below identifies certain of the Company's principal specialty
service tool categories, as well as the brand names under which they are
marketed. Each such category, however, includes numerous variations and
configurations of similar products, since the design thereof depends on customer
needs and specific applications. The table does not include all of the Company's
specialty service tools, and the Company is continually developing new products
for specialty applications.

PRODUCT CATEGORY BRAND NAME

Mechanical specialty service tools........... Kent-Moore, OTC, Robinair, Miller Special
Tools, Lowener, V.L. Churchill

Electronic specialty service tools........... Allen Testproducts, Bear, Kent-Moore, OTC,
Robinair, V.L. Churchill
Hydraulic specialty service tools, pumps,
valves and shop equipment................ 0TC, Power Team

Electronic diagnostic equipment.............. Allen Testproducts, Bear, Kent-Moore, OTC,
V.L. Churchill

Emission testing equipment................... Allen Testproducts, Bear, Kent-Moore, OTC,
V.L. Churchill

Engine coolant recovery and recycling
equipment . . ... e Robinair

Refrigerant recovery and recycling

equipment. ... .. e Bear, Kent-Moore, OTC, Robinair
Wheel service equipment...........ovvvivvnnnn Bear
Dealer equipment programs............oovuvuun Dealer Equipment & Services, Euroline

The Company's specialty service tools segment also is increasing its
emphasis on the service aspect of the specialty service tools market. The
Company's Dealer Equipment and Services division administers dealer equipment
programs in North America and Europe for 14 motor vehicle manufacturers,
including General Motors, Hyundai, Mazda, Nissan, Opel, Saab, Saturn, Toyota and
Volvo. Under the vehicle manufacturer's identity, the division supplies service
equipment and technical support to franchised dealers, develops and distributes
equipment catalogs and promotional materials, and helps franchised dealers
design, assess and meet their service equipment needs.

The Company markets its specialty service tools to franchised vehicle
dealers and other aftermarket service and maintenance organizations or
individual professional technicians. Products are sold to franchised dealers
under both essential and general programs. Essential programs are those in which
the OEM requires its franchised dealers to purchase and maintain the tools for
warranty and service work. A portion of the Company's specialty service tools
sales is to the stationary, or non-transportation, market, which includes the
appliance, refrigeration and air conditioning markets. Sales of specialty
service tools are made through direct sales forces and through independent
distributorships (which are typically supported by the Company's technical
support staff). The specialty service tools segment has manufacturing facilities
in the United States and Spain, and sales and marketing operations in Australia,
Brazil, Canada, France, Italy, Spain, Switzerland, The Netherlands, the United
Kingdom and the United States.

Original Equipment Components

The Company's original equipment components segment designs, manufactures
and markets component parts for vehicles. These parts primarily fall into five
product lines: (i) piston and transmission rings, cylinder sleeves and other
castings, (ii) precision die castings, (iii) tappets, valve guides and roller
rocker arms, (iv) automatic transmission fluid filters and other filter products
and (v) solenoid valves. Because of the nature of these products and the market
in which they are sold, the reputation of the manufacturer and the quality and
price of the products are considered significant to their marketing success.

Rings and Sleeves. The Company manufactures piston rings and cylinder
sleeves for vehicle engines. This product line has benefited from the trend in
the vehicle industry to reduce the weight of vehicles in order
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to increase gas mileage. This trend has resulted in the development of aluminum
engine blocks which require cast iron cylinder sleeves. Vehicle engine blocks
made of cast iron do not require a cylinder sleeve. The Company has been
successful in obtaining contracts with OEMs for these high volume vehicle
cylinder sleeve applications.

Through SP Europe, in which the Company has a 70% interest, the Company
offers the European market a fully integrated supplier of vehicle piston rings
and cylinder sleeves, with engineering design and testing capabilities and fully
integrated manufacturing processes. SP Europe's primary European customers are
VW, Federal Mogul, Mahle, Kolbenschmidt, Alcan, Audi, Volvo and Mercedes Benz.
SP Europe was created by the Company in 1991 to acquire the European piston ring
and cylinder sleeve manufacturing business of TRW. In October 1992, Mahle, a
leading European manufacturer of pistons, contributed its Spanish piston ring
operation to SP Europe in exchange for a 30% ownership interest.

Die Castings. The Company produces precision aluminum, magnesium and zinc
die cast parts for vehicle steering, air conditioning and other systems. The
primary products in this line include steering column parts, rack-and-pinion
housings and other castings such as components for air conditioning compressors,
fuel systems, clutches and transmissions. Sales of the Company's die cast
products also have benefited from the trend to decrease the weight of vehicles.
The Company's magnesium steering column components, which are lighter and have a
higher strength-to-weight ratio than cast iron, are used by many OEMs to
accommodate air bag requirements in vehicles. In addition, through a new
proprietary die casting method called "Process 2000," which increases the
strength of aluminum, the Company has been successful in competing against
suppliers of components, such as suspension system components, manufactured from
heavier materials.

Valve Train Products. The Company is a domestic supplier of a variety of
valve train components, including tappets, lash adjusters and roller rocker
arms. In addition to producing high-quality valve train products, the Company is
focusing on providing higher-margin, value-added products to vehicle
manufacturers, such as integrated valve train assemblies and subassemblies which
reduce engine development time and improve manufacturing efficiency.

Transmission Filters. The Company produces automatic transmission fluid
filters. The Company believes its market position and automatic transmission
filter technology will enable it to capitalize on the growth opportunities in
the widespread use of automatic transmissions in North America and the growing
acceptance of automatic transmissions in Europe and the Asia Pacific Rim Market.

Solenoid Valves. The Company produces solenoid valves and related
assemblies for major vehicle transmission manufacturers around the world. Its
proprietary solenoid valve products are devices that interface between the
electronic signals of a vehicle's on-board computer and the vehicle's hydraulic
systems. The Company is using this technology in designing and manufacturing
solenoid valves for electronically controlled automatic transmissions and
believes that sales of these products will increase as OEMs increase their
applications for these devices.

The Company sells its original equipment components to the OEMs directly
and to the replacement parts market primarily through a technical sales force.
In order to gain entrance to certain foreign markets, the Company participates
in several joint ventures located outside the United States. See
"--International Operations" below. The Company also participates with Riken in
a joint venture located in the United States to serve Japanese transplants. In
1993, on a pro forma basis, approximately three-fourths of the Company's
original equipment components were sold to the OEMs and the remaining one-fourth
was sold to the replacement parts market. The Company's original equipment
components are manufactured in the United States, Germany, France and Spain.

International Operations

In 1993, the Company's total export sales to both affiliated and
unaffiliated customers, from the United States, were approximately $35 million
and $74 million, respectively. SPT's export sales historically have been less
than 10% of its total sales. The Company has wholly owned operations located in
Australia, Brazil, Canada, France, Germany, Italy, The Netherlands, Singapore,
Spain, Switzerland and the United Kingdom. The Company also has a 70% ownership
in SP Europe, which is headquartered in Germany.
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Additionally, the Company has the following joint venture equity
investments:

- - JATEK (50%) -- A Japanese company that sells various products in the Asia
Pacific Rim market, including many of the Company's specialty service tools.

- - RSV (50%) -- A Japanese company that utilizes the Company's technology to
develop and manufacture solenoid valves for the Asia Pacific Rim market.

- - PROMEC (40%) -- A Mexican company that manufactures and distributes ring and
sleeve products in Mexico.

- - IBS Filtran (50%) -- A German company that manufactures and distributes
automatic transmission filters to the European market.

The Company also licenses its piston ring technology to a Brazilian vehicle
parts manufacturer and has a cross-licensing agreement for piston rings with
Riken.

SPX Credit Corporation

SPX Credit Corporation was created through the acquisition of the leasing
company affiliated with ATP and its combination with the Company's existing
leasing operations. This business provides U.S. and Canadian customers of the
Company's Automotive Diagnostics division with a leasing option when purchasing
electronic diagnostic, emission testing and wheel service equipment. Essentially
all of the direct financing leases, which are five years in length or less, are
with companies or individuals operating within the vehicle repair industry.

RESEARCH AND DEVELOPMENT

The Company is actively engaged in research and development programs
designed to improve existing products and manufacturing methods and to develop
new products. These engineering efforts encompass all of the Company's products
with divisional engineering teams coordinating their resources.

Particular emphasis has been placed on the development of new products that
are compatible with, and build upon, the manufacturing and marketing
capabilities of the Company. To assist the Company in meeting customer
requirements, computer aided design (CAD) systems that provide rapid integration
of computers in mechanical design, model testing and manufacturing control are
used extensively.

The Company (excluding SPT) expended $17.6 million on research activities
relating to the development and improvement of its products in 1993, $14.7
million in 1992 and $13.1 million in 1991. There was no customer-sponsored
research activity in these years. After the SPT Purchase, the Company's research
and development expenditures will increase. SPT's research and development
expenditures were $3.4 million in 1993, $3.8 million in 1992 and $3.6 million in
1991.

EMPLOYEES

As of December 31, 1993, the Company employed approximately 8,600 persons.
Approximately one-third of the Company's production and maintenance employees,
who compose approximately 60% of the Company's work force, are covered by
collective bargaining agreements with various unions. Management believes the
Company has generally enjoyed good relations with its employees.

SIGNIFICANT CUSTOMERS

Sales to General Motors, Ford and Chrysler and their various divisions,
dealers and distributors would have accounted for approximately 17%, 10% and 8%,
respectively, of the Company's 1993 consolidated net revenues (after giving pro
forma effect to the 1993 Transactions). No other customer or group of customers
under common control accounted for more than 5% of consolidated sales of the
Company in 1993. See "Investment Considerations--Motor Vehicle Industry
Cyclicality."

PROPERTIES
United States. The principal properties used by the Company for
manufacturing, administration and warehousing consist of 42 separate facilities

totaling approximately 3.8 million square feet. These facilities are
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located in Georgia, Illinois, Indiana, Kentucky, Michigan, Minnesota, Missouri,
Ohio and Pennsylvania. All facilities are owned, except for 11 leased
non-manufacturing facilities.

The Company also has 33 distribution and service centers located throughout
the United States for distribution and servicing of its specialty service tools.
These distribution and service centers aggregate 190,000 square feet and are all
leased. No single distribution and service center is material to the Company's
business.

International. The Company owns approximately 150,000 square feet and
leases approximately 600,000 square feet of manufacturing, administration and
distribution facilities in Australia, Brazil, Canada, France, Germany, Italy,
The Netherlands, Singapore, Spain, Switzerland and the United Kingdom.

COMPETITION

The Company competes globally with a number of other manufacturers and
distributors which produce and sell similar products. Quality, technological
innovation and price are the primary elements of competition. These competitors
include vertically integrated units of the Company's major OEM customers, as
well as a large number of independent domestic and international suppliers.
Certain of these companies are larger and have greater resources than the
Company.

A number of the Company's major OEM customers manufacture for their own use
products that compete with certain of the Company's products. Although these OEM
customers have indicated that they will continue to rely on outside suppliers,
the OEMs could elect to manufacture such products to meet their own requirements
or to compete with the Company. There can be no assurance that the Company will
not be adversely affected by increased competition in the markets in which it
operates. The competitive environment also has changed dramatically over the
past few years as the Company's traditional U.S. OEM customers, faced with
intense international competition, have expanded their worldwide sourcing of
components with the stated objective of better competing with lower-cost
imports. As a result, the Company has experienced competition from suppliers in
other parts of the world which enjoy certain competitive advantages such as
lower labor costs, lower health care costs and, in some cases, export or raw
material subsidies.
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DESCRIPTION OF THE BANK CREDIT AGREEMENT

The principal terms of the Bank Credit Agreement are summarized below. This
summary does not purport to be complete, and is qualified in its entirety by
reference to the Bank Credit Agreement, a copy of which has been filed as an
exhibit to the Registration Statement of which this Prospectus is a part.

On March 24, 1994, the Company entered into the Bank Credit Agreement with
The First National Bank of Chicago, as agent (the "Agent") for the banks named
therein, which provides for the unsecured Revolving Credit Facility and an
unsecured letter of credit facility, both of which mature on March 15, 1999. The
Revolving Credit Facility initially permitted the Company to borrow up to $250
million, approximately $166 million of which the Company borrowed, together with
available cash, to consummate the Initial Transactions. See "Capitalization" and
"Pro Forma Consolidated Financial Statements."

Upon the consummation of the Offering, the available credit under the
Revolving Credit Facility will be reduced to $225 million, which includes up
to $35 million under the letter of credit facility. The amount available under
the Revolving Credit Facility is reduced further by $12.5 million on each June
15 and December 15 in 1997 and 1998, as well as by the stated amount of all
outstanding letters of credit issued under the letter of credit facility. In
addition, the Bank Credit Agreement provides that the credit commitment
available under the Revolving Credit Facility is automatically and permanently
reduced by the following amounts: (i) 100% of net cash proceeds from sales or
dispositions of any property or business that exceeds $1 million on an annual
basis, (ii) 50% of the Company's excess cash flow (but in no event reducing the
amount available to less than $150 million) and (iii) 100% of the proceeds from
the sale by the Company of equity securities in excess of $25 million (but in no
event reducing the amount available to less than $150 million). The Company may,
at its election and at any time, permanently reduce the amount available under
the Revolving Credit Facility in whole or in part and without penalty in
increments of $5 million.

At the Company's option, interest on amounts borrowed under the Revolving
Credit Facility will be payable either at (i) the greater of (x) the rate
announced as the corporate base rate of the Agent and (y) the applicable federal
funds rate plus 0.5% or (ii) the Eurodollar rate plus 1%. The annual rate of
interest under this facility on March 31, 1994 was 4.69%. The Revolving Credit
Facility obligates the Company to enter into hedging arrangements which fix the
interest rate of approximately $75 million of borrowings thereunder at 8% for an
average weighted maturity of at least two years. In addition, the Company is
required to pay a commitment fee of 3/8% per annum on the average daily unused
portion of the Revolving Credit Facility, as well as certain other customary
fees and commissions.

The Bank Credit Agreement contains certain customary covenants, including
without limitation reporting and other affirmative covenants of and restrictions
(subject to certain exceptions) on the Company (and in most cases the Company's
subsidiaries) with respect to: (i) liens and encumbrances, (ii) guarantees,
(iii) sale and leaseback transactions, (iv) certain sales of assets, (v)
consolidations and mergers, (vi) investments (including investments in
subsidiaries), (vii) capital expenditures, (viii) loans and advances, (ix)
indebtedness and additional indebtedness, (x) compliance with pension,
environmental and other laws, (xi) operating leases, (xii) transactions with
subsidiaries and affiliates, (xiii) changes in lines of business, (xiv) hedging
of interest rates and (xv) prepayment of other debt. The Bank Credit Agreement
also provides that the payment of dividends and certain other restricted
payments may be made only if the Company is not in default under the Bank Credit
Agreement and, until the Company has received a credit rating of BBB or better
by Standard & Poor's Corporation, such payments may not exceed 10% of the
Company's consolidated EBITDA during any consecutive 12-month period; provided,
however, that irrespective of such limitations, the Company may make dividend
payments aggregating up to $8 million on or before June 30, 1995, and may
repurchase the partnership interests of certain SPT managers in an amount not in
excess of $3.0 million. Subject to satisfaction of certain conditions (including
obtaining accounts receivable securitization financing and/or non-recourse
financing with respect to SPX Credit Corporation in an aggregate amount of $50
million), the Company may expend up to $50 million in the aggregate for
acquisitions and additional investments during the term of the Bank Credit
Agreement, which $50 million amount may be replenished on a dollar-for-dollar
basis in an amount equal to 50% from a portion of the Company's excess cash
flow.

The Bank Credit Agreement requires the Company to comply with certain
financial covenants and contains certain customary events of default and
representations and warranties.
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DESCRIPTION OF THE NOTES

The Notes will be issued under an indenture to be dated as of June 6, 1994
(the "Indenture"), between the Company and The Bank of New York, as trustee (the
"Trustee"). The following summary of the material provisions of the Indenture
does not purport to be complete and is subject to, and qualified in its entirety
by, reference to the provisions of the Indenture, including the definitions of
certain terms contained therein and those terms made part of the Indenture by
reference to the Trustee Indenture Act of 1939, as amended, as in effect on the
date of the Indenture. The definitions of certain capitalized terms used in the
following summary are set forth below under "--Certain Definitions."

GENERAL

The Notes will be unsecured senior subordinated obligations of the Company
limited to $260,000,000 aggregate principal amount. The Notes will be issued
only in registered form without coupons, in denominations of $1,000 and integral
multiples thereof. (Section 302) Principal of, premium, if any, and interest on
the Notes will be payable, and the Notes will be transferable, at the corporate
trust office or agency of the Trustee in The City of New York maintained for
such purposes initially at 101 Barclay Street, New York, New York 10286.
(Section 305) In addition, interest may be paid at the option of the Company by
check mailed to the person entitled thereto as shown on the security register.
(Section 307) No service charge will be made for any transfer, exchange or
redemption of Notes, except in certain circumstances for any tax or other
governmental charge that may be imposed in connection therewith. (Section 305)

MATURITY, INTEREST AND PRINCIPAL

The Notes will mature on June 1, 2002. Interest on the Notes will accrue at
the rate of 11 3/4% per annum and will be payable semi-annually on each June 1
and December 1, commencing December 1, 1994, to the holders of record of the
Notes at the close of business on the May 15 and November 15 immediately
preceding such interest payment date. Interest on the Notes will accrue from the
most recent date to which interest has been paid or, if no interest has been
paid, from the original date of issuance (the "Issue Date"). Interest will be
computed on the basis of a 360-day year comprised of twelve 30-day months. The
Notes are not subject to the benefit of any sinking fund.

OPTIONAL REDEMPTION

Optional Redemption. The Notes will be redeemable at the option of the
Company, in whole or in part, at any time on or after June 1, 1998, at the
redemption prices (expressed as percentages of principal amount) set forth
below, plus accrued and unpaid interest, if any, to the redemption date, if
redeemed during the 12-month period beginning June 1 of the years indicated
below:

REDEMPTION
YEAR PRICE
1908 . it e e e e s 106.250%
1900, Lt e e e s 103.125%
2000 and thereafter......... . i, 100.000%

Upon the occurrence of a Change of Control prior to June 1, 1998, the Notes
will be redeemable, in whole or in part, at the option of the Company, upon not
less than 30 nor more than 60 days' prior notice to each holder of Notes to be
redeemed, at a redemption price equal to the sum of (i) the then outstanding
principal amount thereof, plus (ii) accrued and unpaid interest, if any, to the
redemption date plus (iii) the Applicable Premium.

In addition, up to 30% of the aggregate principal amount of the Notes
outstanding on the Issue Date will be redeemable prior to June 1, 1996, at the
option of the Company, within 45 days of the sale of Capital Stock in a Public
Equity Offering from the net proceeds of such sale at a redemption price equal
to 110.75% of the principal amount to be redeemed, together with accrued and
unpaid interest, if any, thereon to the date of redemption. (Section 1101)

Selection and Notice. 1In the event that less than all of the Notes are to
be redeemed at any time, selection of such Notes for redemption will be made by
the Trustee in compliance with the requirements
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of the principal national securities exchange, if any, on which the Notes are
listed or, if the Notes are not then listed on a national securities exchange,
on a pro rata basis, by lot or by such method as the Trustee shall deem fair and
appropriate; provided, however, that no Notes of a principal amount of $1,000 or
less shall be redeemed in part. Notice of redemption shall be mailed by first
class mail at least 30 but not more than 60 days before the redemption date to
each holder of Notes to be redeemed at its registered address. If any Note is to
be redeemed in part only, the notice of redemption that relates to such Note
shall state the portion of the principal amount thereof to be redeemed. A new
Note in a principal amount equal to the unredeemed portion thereof will be
issued in the name of the holder thereof upon surrender for cancellation of the
original Note. On and after the redemption date, interest will cease to accrue
on Notes or portions thereof called for redemption unless the Company defaults
in the payment of the redemption price. (Sections 1104, 1105, 1107 and 1108)

SUBORDINATION

The payment of the principal of, premium, if any, and interest on the Notes
will be subordinated, to the extent set forth in the Indenture, in right of
payment to the prior payment in full in cash, Cash Equivalents or other form of
payment acceptable to the holders of Senior Indebtedness of all existing and
future Senior Indebtedness of the Company, which includes, without limitation,
all obligations under the Bank Credit Agreement. The Notes will be unsecured
senior subordinated indebtedness of the Company, ranking pari passu with all
other existing and future senior subordinated indebtedness of the Company and
senior to all future Subordinated Indebtedness of the Company. (Section 1301)
The payment of the principal of, premium, if any, and interest on the Notes will
be effectively subordinate to the claims of general creditors of the Company's
Subsidiaries, including SPT, which are not Guarantors. See "Investment
Considerations --Subordination of the Notes." On the date the Notes are issued,
none of the Company's Subsidiaries will be Guarantors.

The Indenture will provide that in the event of (a) any insolvency or
bankruptcy case or proceeding, or any receivership, liquidation, reorganization
or other similar case or proceeding in connection therewith, relating to the
Company or its assets, or (b) any liquidation, dissolution or other winding-up
of the Company, whether voluntary or involuntary and whether or not involving
insolvency or bankruptcy, or (c) any assignment for the benefit of creditors or
other marshalling of assets or liabilities of the Company, whether voluntary or
involuntary and whether or not involving insolvency or bankruptcy (except a
distribution in connection with a consolidation of the Company with, or the
merger of the Company into, another corporation or the liquidation or
dissolution of the Company following conveyance, transfer or lease of its
properties and assets substantially as an entirety to another corporation upon
the terms and conditions described below under "--Merger, Sale of Assets,
Etc."), holders of all Senior Indebtedness of the Company shall be entitled to
receive payment in full in cash, Cash Equivalents or other form of payment
acceptable to the holders of Senior Indebtedness of all amounts due on or in
respect of all Senior Indebtedness, or provision shall be made for such payment
in accordance with the instrument governing such Senior Indebtedness, before the
holders of the Notes are entitled to receive any payment or distribution (except
for certain permitted equity or subordinated debt securities (the "Permitted
Junior Securities") or payments made pursuant to the provisions described under
"--Defeasance or Covenant Defeasance of Indenture") on account of the principal
of, premium, if any, and interest on the Notes. In the event that,
notwithstanding the foregoing, after an event described in clause (a), (b) or
(c), the Trustee or any holder of the Notes shall have received any payment or
distribution of assets of the Company of any kind or character (excluding
Permitted Junior Securities or payments made pursuant to the provisions
described under "--Defeasance or Covenant Defeasance of Indenture"), before all
Senior Indebtedness is paid in full or payment thereof provided for in cash,
Cash Equivalents or other form of payment acceptable to the holders of the
Senior Indebtedness, then such payment or distribution will be paid over or
delivered to the trustee in bankruptcy, receiver, liquidating trustee,
custodian, assignee, agent or other person making payment or distribution of
assets of the Company for application to the payment of all Senior Indebtedness
remaining unpaid to the extent necessary to pay all Senior Indebtedness in full
in cash, Cash Equivalents or other form of payment acceptable to the holders of
the Senior Indebtedness. (Section 1302)
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During the continuance of any default in the payment of principal of,
premium, if any, or interest on any Designated Senior Indebtedness when due
(whether at final maturity, upon scheduled installment, acceleration or
otherwise) (a "Payment Default"), no payment or distribution of any assets of
the Company of any kind or character (other than Permitted Junior Securities or
payments made pursuant to the provisions described under "--Defeasance or
Covenant Defeasance of Indenture") shall be made on account of the principal of,
premium, if any, and interest on the Notes unless and until such Payment Default
has been cured or waived or has ceased to exist or such Designated Senior
Indebtedness shall have been discharged or paid in full in cash, Cash
Equivalents or other form of payment acceptable to the holders of the Senior
Indebtedness. (Section 1303)

In addition, during the continuance of any other default with respect to
any Designated Senior Indebtedness pursuant to which the maturity thereof may be
accelerated (a "Non-payment Default"), after receipt by the Trustee from a
representative of holders of such Designated Senior Indebtedness of a written
notice of such Non-payment Default, no payment or distribution of any assets of
the Company of any kind or character (other than Permitted Junior Securities or
payments made pursuant to the provisions described under "--Defeasance or
Covenant Defeasance of Indenture") may be made by the Company on account of the
principal of, premium, if any, and interest on the Notes, including for the
redemption, purchase or other acquisition of Notes for the period specified
below (the "Payment Blockage Period").

The Payment Blockage Period shall commence upon the receipt of notice of a
Non-payment Default by the Trustee from a representative of holders of
Designated Senior Indebtedness stating that such notice is a payment blockage
notice pursuant to the Indenture and shall end on the earliest to occur of the
following events: (i) more than 179 days shall have elapsed since the receipt of
such notice (provided such Designated Senior Indebtedness as to which notice was
given shall not theretofore have been accelerated), (ii) the date on which such
default is cured or waived or ceases to exist (provided that no other Payment
Default or Non-payment Default has occurred and is then continuing after giving
effect to such cure or waiver), (iii) the date on which such Designated Senior
Indebtedness is discharged or paid in full in cash, Cash Equivalents or other
form of payment acceptable to holders of the Designated Senior Indebtedness or
(iv) the date on which such Payment Blockage Period shall have been terminated
by written notice to the Company or the Trustee from the representative of
holders of Designated Senior Indebtedness initiating such Payment Blockage
Period, after which, in the case of clause (i), (ii), (iii) or (iv), whichever
was earlier, the Company shall promptly resume making any and all required
payments in respect of the Notes, including any missed payments. Only one
Payment Blockage Period with respect to the Notes may be commenced within any
360 consecutive day period. No Non-payment Default that existed or was
continuing on the date of the commencement of any Payment Blockage Period with
respect to the Designated Senior Indebtedness initiating such Payment Blockage
Period will be, or can be, made the basis for the commencement of a subsequent
Payment Blockage Period, whether or not within a period of 360 consecutive days,
unless such default has been cured or waived for a period of not less than 90
consecutive days. In no event will a Payment Blockage Period extend beyond 179
days from the date of the receipt by the Trustee of the notice and there must be
at least a 181 consecutive day period in any 360-day period during which no
Payment Blockage Period is in effect. (Section 1303)

If the Company fails to make any payment on the Notes when due or within
any applicable grace period, whether or not on account of the payment blockage
provisions referred to above, such failure would constitute an Event of Default
under the Indenture and would enable the holders of the Notes to accelerate the
maturity thereof. See "--Events of Default."

By reason of such subordination, in the event of liquidation, receivership,
reorganization or insolvency, creditors of the Company who are holders of Senior
Indebtedness may recover more, ratably, than the holders of the Notes, and funds
which would be otherwise payable to the holders of the Notes will be paid to the
holders of the Senior Indebtedness to the extent necessary to pay the Senior
Indebtedness in full, and the Company may be unable to meet its obligations in
full with respect to the Notes.

As of March 31, 1994, on a pro forma basis, after giving effect to the
Refinancing (including the issuance of the Notes and the application of the
estimated net proceeds therefrom), the amount of outstanding Senior Indebtedness
of the Company would have been approximately $146 million. Because the Company
conducts a
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substantial portion of its operations through its subsidiaries, including SPT,
the claims of creditors of such subsidiaries will have priority with respect to
the assets and earnings of such subsidiaries over the claims of creditors of the
Company, including holders of the Notes, even though such obligations do not
constitute Senior Indebtedness. On a pro forma basis, the Company's subsidiaries
had indebtedness for borrowed money and trade payables of approximately $44
million as of March 31, 1994. See "Description of the Bank Credit Agreement" and
"Use of Proceeds." The Indenture will limit, but not prohibit, the incurrence by
the Company of additional Indebtedness which is senior or pari passu in right of
payment to the Notes and will prohibit the incurrence by the Company of
Indebtedness which is contractually subordinated in right of payment to any
Senior Indebtedness of the Company and senior in right of payment to the Notes.

CERTAIN COVENANTS

The Indenture will contain the following covenants, among others:

Limitation on Indebtedness. The Company will not, and will not permit any
of its Restricted Subsidiaries to, directly or indirectly, create, incur, issue,
assume, guarantee or in any other manner become directly or indirectly liable
(in each case, to "incur") for the payment of any Indebtedness (including any
Acquired Indebtedness but excluding Permitted Indebtedness); provided, however,
that (i) the Company will be permitted to incur Indebtedness (including Acquired
Indebtedness), contingently or otherwise, if at the time of such incurrence, and
after giving pro forma effect thereto, the Consolidated Fixed Charge Coverage
Ratio of the Company and its Restricted Subsidiaries is at least equal to 2.0 to
1.0 through December 31, 1996 and 2.25 to 1 thereafter and (ii) in the case of
Subordinated Indebtedness, such Indebtedness has no scheduled principal payment
on or prior to the Stated Maturity for the final scheduled principal payment of
the Notes.

Limitation on Restricted Payments. (a) The Company will not, and will not
permit any of its Restricted Subsidiaries to, directly or indirectly:

(1) declare or pay any dividend or make any other distribution or payment
on or in respect of Capital Stock of the Company or any payment made to the
direct or indirect holders (in their capacities as such) of Capital Stock of the
Company (other than dividends or distributions payable solely in Capital Stock
(other than Redeemable Capital Stock) or rights to purchase Capital Stock of the
Company (other than Redeemable Capital Stock));

(ii) purchase, redeem, defease or otherwise acquire or retire for value,
directly or indirectly, any Capital Stock of the Company or any Affiliate of the
Company (other than any such Capital Stock of any Wholly Owned Restricted
Subsidiary of the Company);

(iii) make any principal payment on, or purchase, defease, repurchase,
redeem or otherwise acquire or retire for value, prior to any scheduled maturity
(unless within one year of maturity), scheduled repayment, scheduled sinking
fund payment or other Stated Maturity, any Subordinated Indebtedness;

(iv) make any Investment (other than any Permitted Investment) in any
person, including any Unrestricted Subsidiary (other than in the Company, a
Wholly Owned Restricted Subsidiary of the Company or a person that becomes a
Wholly Owned Restricted Subsidiary as a result of such Investment); or

(v) declare or pay any dividend or make any other distribution on or in
respect of any Capital Stock of any Subsidiary to the direct or indirect holders
(in their capacities as such) of Capital Stock of the Subsidiary (other than
with respect to Capital Stock held by the Company or any of its Wholly Owned
Restricted Subsidiaries) or any purchase, redemption or other acquisition or
retirement for value, of any Capital Stock of any Subsidiary (other than any
such Capital Stock held by the Company or any Wholly Owned Restricted
Subsidiary);

(such payments, dividends, distributions, purchases, defeasances, repurchases,
redemptions, acquisitions, retirements or Investments described in the preceding
clauses (i) through (v) are collectively referred to as "Restricted Payments"),
unless, at the time of and after giving effect to the proposed Restricted
Payment (the amount of any such Restricted Payment, if other than in cash, being
as determined by the Board of Directors of the Company, whose determination
shall be conclusive and evidenced by a board resolution), (A) no Default or
Event of Default shall have occurred and be continuing, (B) the aggregate amount
of all Restricted Payments declared or made from and after the date immediately
following the Issue Date would
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not exceed the sum of (1) 50% of the aggregate Consolidated Net Income of the
Company accrued on a cumulative basis during the period (treated as one
accounting period) beginning on December 31, 1993 and ending on the last day of
the fiscal quarter of the Company immediately preceding the date of such
proposed Restricted Payment (or, if such aggregate cumulative Consolidated Net
Income of the Company for such period shall be a deficit, minus 100% of such
deficit) plus (2) the aggregate net cash proceeds received by the Company after
the Issue Date from the issuance or sale (other than to any of its Restricted
Subsidiaries) of Capital Stock (excluding Redeemable Capital Stock but including
Capital Stock issued upon the conversion of convertible Indebtedness or in
exchange for outstanding Indebtedness (to the extent such Indebtedness is
originally sold for cash) or from the exercise of options, warrants or rights to
purchase Capital Stock (other than Redeemable Capital Stock)) of the Company to
any person (other than to a Restricted Subsidiary of the Company) (except, in
each case, to the extent such proceeds are used to purchase, redeem or otherwise
retire Capital Stock or Subordinated Indebtedness as set forth below), plus (3)
in the case of the disposition or repayment of any Investment constituting a
Restricted Payment made after the Issue Date (excluding any Investment made
pursuant to clause (v) of the following paragraph), an amount equal to the
lesser of the return of capital with respect to such Investment and the cost of
such Investment, in either case, less the cost of the disposition of such
Investment and (C) the Company could incur $1.00 of additional Indebtedness
under the first paragraph of the "Limitation on Indebtedness" covenant described
above. For purposes of the preceding clause (B)(2), the value of the aggregate
net proceeds received by the Company upon the issuance of Capital Stock, either
upon the conversion of convertible Indebtedness or in exchange for outstanding
Indebtedness or upon the exercise of options, warrants or rights will be the net
cash proceeds received upon the issuance of such Indebtedness, options, warrants
or rights plus the incremental amount received by the Company upon the
conversion, exchange or exercise thereof.

(b) None of the foregoing provisions will prohibit: (i) the payment of any
dividend within 90 days after the date of its declaration, if at the date of
declaration such payment would be permitted by the foregoing paragraph (a); (ii)
the redemption, repurchase or other acquisition or retirement of any shares of
any class of Capital Stock of the Company or any Restricted Subsidiary of the
Company in exchange for (including any such exchange pursuant to a conversion
right or privilege in connection with which cash is paid in lieu of fractional
shares or scrip), or out of the net cash proceeds of, a substantially concurrent
issue and sale of other shares of Capital Stock (other than Redeemable Capital
Stock) of the Company to any person (other than to a Restricted Subsidiary of
the Company); provided, however, that such net cash proceeds are excluded from
clause (B)(2) of the preceding paragraph (a); (iii) any redemption, defeasance,
repurchase or other acquisition or retirement for value (each for purposes of
this clause, a "refinancing") of Pari Passu Indebtedness or Subordinated
Indebtedness by exchange for, or out of the net cash proceeds of, a
substantially concurrent issue and sale of (1) Capital Stock (other than
Redeemable Capital Stock) of the Company; provided, however, that any such net
cash proceeds are excluded from clause (B)(2) of the preceding paragraph (a); or
(2) new Indebtedness of the Company so long as such Indebtedness (A) is pari
passu with or expressly subordinated in right of payment to the Notes in the
same manner and at least to the same extent as the Notes are subordinated to
Senior Indebtedness, (B) has a principal amount that does not exceed the
principal amount so refinanced plus the amount of any premium required to be
paid in connection with such refinancing pursuant to the terms of the
Indebtedness refinanced or the amount of any premium reasonably determined by
the Company as necessary to accomplish such refinancing, plus the amount of fees
and expenses of the Company incurred in connection with such refinancing;
provided that for purposes of this clause, the principal amount of any
Indebtedness shall be deemed to mean the principal amount thereof or if such
Indebtedness provides for an amount less than the principal amount thereof upon
a declaration of acceleration thereof, such lesser amount as of the date of
determination, (C) has a Stated Maturity for the final scheduled principal
payment of such Indebtedness on or later than the Stated Maturity for the final
scheduled principal payment of the Notes and (D) has an Average Life to Stated
Maturity that equals or exceeds the Average Life to Stated Maturity of the
Notes; (iv) the redemption or repurchase of the limited partnership interests of
SPT owned by certain employees of SPT on the Issue Date for an aggregate amount
not to exceed $3,000,000; (v) so long as no Default or Event of Default shall
have occurred and be continuing, the making of (x) Investments constituting
Restricted Payments and (y) other Restricted Payments such that, after giving
effect thereto, the sum of the aggregate outstanding amount of such Investments
(valued at
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their cost) referred to in clause (x) made after the Issue Date and the
aggregate amount of such other Restricted Payments referred to in clause (y)
made after the Issue Date would not exceed $10,000,000; or (vi) Investments
constituting Restricted Payments made as a result of the receipt of non-cash
consideration from any Asset Sale made pursuant to and in compliance with the
covenant "--Disposition of Proceeds of Asset Sales." In computing the amount of
Restricted Payments for the purposes of clause (B) of the preceding paragraph,
Restricted Payments made under (i) and (vi) shall be included. (Section 1011)

Limitation on Liens. The Company will not and will not permit any
Restricted Subsidiary to create, incur, assume or suffer to exist any Lien of
any kind upon any of its property or assets, now owned or hereafter acquired, to
secure any Pari Passu Indebtedness or Subordinated Indebtedness unless prior to
or contemporaneously therewith the Notes are secured equally and ratably;
provided that (1) if such secured Indebtedness is Pari Passu Indebtedness, the
Lien securing such Pari Passu Indebtedness shall rank equally and ratably with
the Lien securing the Notes and (2) if such secured Indebtedness is Subordinated
Indebtedness, the Lien securing such Subordinated Indebtedness shall be
subordinate and junior to the Lien securing the Notes at least to the same
extent as such Subordinated Indebtedness is subordinated to the Notes. The
foregoing shall not apply to any Lien securing Acquired Indebtedness of the
Company; provided that any such Lien only extends to the assets that were
subject to such Lien prior to the related acquisition by the Company and was not
created, incurred or assumed in contemplation of such transaction. The foregoing
shall not apply to the incurrence of Indebtedness pursuant to clause (9), (12),
(13) or (14) of the definition of "Permitted Indebtedness."

Purchase of Notes upon Change of Control. Upon the occurrence of a Change
of Control, the Company shall be obligated to make an Offer to purchase (a
"Change of Control Offer") and shall, subject to the provisions described below,
purchase, on a business day (the "Change of Control Purchase Date") not more
than 60 nor less than 30 days following the occurrence of the Change of Control,
all of the then outstanding Notes at a purchase price (the "Change of Control
Purchase Price") equal to 101% of the principal amount thereof plus accrued and
unpaid interest, if any, to the Change of Control Purchase Date; provided,
however, that notwithstanding the occurrence of a Change of Control, the Company
shall not be obligated to make a Change of Control Offer in the event that it
has exercised its right to redeem all of the Notes as described under
"--Optional Redemption" within 30 days after the occurrence of such Change of
Control. The Company shall, subject to the provisions described below, be
required to purchase all Notes properly tendered into the Change of Control
Ooffer and not withdrawn. Prior to the mailing of the notice to holders provided
for below, the Company shall have (x) terminated all commitments and repaid in
full all Indebtedness under the Bank Credit Agreement, or offered to terminate
such commitments and repay in full such Indebtedness and have in fact terminated
the commitments of and repaid all Indebtedness of any lender under the Bank
Credit Agreement who accepts such offer or (y) obtained the requisite consents
under the Bank Credit Agreement to permit the purchase of the Notes as provided
for under this covenant. If a notice has been mailed when such condition
precedent has not been satisfied, the Company shall have no obligation to (and
shall not) effect the purchase of Notes until such time as such condition
precedent is satisfied. Failure to mail the notice on the date specified below
or to have satisfied the foregoing condition precedent by the date that the
notice is required to be mailed shall in any event constitute a covenant Default
under clause (iii) of "--Events of Default" herein. The Change of Control Offer
is required to remain open for at least 20 business days and until the close of
business on the business day immediately prior to the Change of Control Purchase
Date. (Section 1013)

In order to effect such Change of Control Offer, the Company shall, not
later than the 30th day after the Change of Control, mail to each holder of
Notes notice of the Change of Control Offer, which notice shall govern the terms
of the Change of Control Offer and shall state, among other things, the
procedures that holders of Notes must follow to accept the Change of Control
offer.

If a Change of Control Offer is made, there can be no assurance that the
Company will have available funds sufficient to pay the Change of Control
Purchase Price for all of the Notes that might be delivered by holders of Notes
seeking to accept the Change of Control Offer. The Company shall not be required
to make a Change of Control Offer upon a Change of Control if a third party
makes the Change of Control Offer in the manner, at the times and otherwise in
compliance with the requirements applicable to a Change of Control
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offer made by the Company and purchases all Notes validly tendered and not
withdrawn under such Change of Control Offer.

The occurrence of the events constituting a Change of Control under the
Indenture will result in an event of default under the Bank Credit Agreement
and, thereafter, the lenders will have the right to require repayment of the
borrowing thereunder in full. The Company's obligations under the Bank Credit
Agreement represent obligations senior in right of payment to the Notes and the
Bank Credit Agreement will not permit the purchase of the Notes absent consent
of the lenders thereunder in the event of a Change of Control (although the
failure by the Company to comply with its obligations hereunder in the event of
a Change of Control would constitute a Default under the Notes).

The Company will comply with Rule 14e-1 under the Exchange Act and any
other securities laws and regulations thereunder to the extent such laws and
regulations are applicable, in the event that a Change of Control occurs and the
Company is required to purchase Notes as described above. The obligation of the
Company to make a Change of Control Offer may deter a third party from acquiring
the Company in a transaction which constitutes a Change of Control. (Section
1013)

The use of the term "all or substantially all" in Indenture provisions such
as clause (b) of the definition of "Change of Control" and under "--Merger, Sale
of Assets, Etc." has no clearly established meaning under New York law (which
governs the Indenture) and has been the subject of limited judicial
interpretation in few jurisdictions. Accordingly, there may be a degree of
uncertainty in ascertaining whether a particular transaction would involve a
disposition of "all or substantially all" of the assets of a person, which
uncertainty should be considered by prospective purchasers of the Notes.

Disposition of Proceeds of Asset Sales. The Company will not, and will not
permit any of its Restricted Subsidiaries to, make any Asset Sale unless (i) the
Company or such Restricted Subsidiary, as the case may be, receives
consideration at the time of such Asset Sale at least equal to the fair market
value, as determined in good faith by the Board of Directors of the Company, of
the shares or assets sold or otherwise disposed of and (ii) at least 85% of such
consideration consists of cash and Cash Equivalents. To the extent that the Net
Cash Proceeds of any Asset Sale are not required to be applied to prepay Senior
Indebtedness and thereby permanently reduce the commitments or amounts available
to be reborrowed under such Senior Indebtedness as required by the terms
thereof, or are not so applied, the Company or a Restricted Subsidiary, as the
case may be, may apply the Net Cash Proceeds from such Asset Sale, within 360
days of such Asset Sale, to an investment in properties and assets other than
working capital that replace the properties and assets that were the subject of
such Asset Sale or in properties and assets other than working capital that will
be used in the business of the Company and its Restricted Subsidiaries existing
on the Issue Date or in businesses reasonably related thereto ("Replacement
Assets") so long as the Company or such Restricted Subsidiary has notified the
Trustee in writing within 270 days of such Asset Sale that it has determined to
apply the Net Cash Proceeds from such Asset Sale to an investment in such
Replacement Assets. Any Net Cash Proceeds from any Asset Sale not applied as
provided in the preceding two sentences within 360 days of such Asset Sale
constitute "Excess Proceeds" subject to disposition as provided below.

When the aggregate amount of Excess Proceeds equals $10,000,000 or more,
the Company shall apply the Excess Proceeds to the repayment of the Notes and
any Pari Passu Indebtedness required to be repurchased under the instrument
governing such Pari Passu Indebtedness as follows: (i) the Company shall make an
offer to purchase (an "Offer") to all holders of the Notes in accordance with
the procedures set forth in the Indenture in the maximum principal amount
(expressed as a multiple of $1,000) of Notes that may be purchased out of an
amount (the "Note Amount") equal to the product of such Excess Proceeds
multiplied by a fraction, the numerator of which is the outstanding principal
amount of the Notes, and the denominator of which is the sum of the outstanding
principal amount of the Notes and such Pari Passu Indebtedness (subject to
proration in the event such Note Amount is less than the aggregate Offered Price
(as defined herein) of all Notes tendered) and (ii) to the extent required by
such Pari Passu Indebtedness to permanently reduce the principal amount of such
Pari Passu Indebtedness, the Company shall make an offer to purchase or
otherwise repurchase or redeem Pari Passu Indebtedness (a "Pari Passu Offer") in
an amount (the "Pari Passu Debt Amount") equal to the excess of the Excess
Proceeds over the Note Amount; provided that in no event shall the Company be
required to make a Pari Passu Offer in a Pari Passu Debt Amount exceeding the
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principal amount of such Pari Passu Indebtedness plus the amount of any premium
required to be paid to repurchase such Pari Passu Indebtedness. The offer price
shall be payable in cash in an amount equal to 100% of the principal amount of
the Notes plus accrued and unpaid interest, if any (the "Offered Price"), to the
date (the "Offer Date") such Offer is consummated, in accordance with the
procedures set forth in the Indenture. To the extent that the aggregate Offered
Price of the Notes tendered pursuant to the Offer is less than the Note Amount
relating thereto or the aggregate amount of Pari Passu Indebtedness that is
purchased is less than the Pari Passu Debt Amount (the amount of such shortfall,
if any, in either case constituting a "Deficiency"), the Company shall use such
Deficiency in any manner. Upon completion of the purchase of all the Notes
tendered pursuant to an Offer and repurchase of the Pari Passu Indebtedness
pursuant to a Pari Passu Offer, the amount of Excess Proceeds, if any, shall be
reset at zero.

Whenever the Excess Proceeds received by the Company exceed $5,000,000,
such Excess Proceeds shall, prior to the purchase of Notes or any Pari Passu
Indebtedness described in the preceding paragraph, be set aside by the Company
in a separate account pending (i) deposit with the depositary or a paying agent
of the amount required to purchase the Notes or Pari Passu Indebtedness tendered
in an Offer or a Pari Passu Offer, respectively, (ii) delivery by the Company of
the Offered Price to the holders of the Notes or Pari Passu Indebtedness
tendered in an Offer or a Pari Passu Offer, respectively and (iii) application,
as set forth in the preceding paragraphs, of Excess Proceeds in the business of
the Company and its Restricted Subsidiaries. Such Excess Proceeds may be
invested in Cash Equivalents; provided that the maturity date of any such
investment shall not be later than (A) in the event the amount of Excess
Proceeds equals $7,000,000 or more, the Offer Date, or (B) in any other event,
six months. The Company shall be entitled to any interest or dividends accrued,
earned or paid on such Cash Equivalents; provided that the Company shall not be
entitled to such interest, and shall not withdraw such interest from the
separate account, if an Event of Default has occurred and is continuing.

The Company will not, and will not permit any Restricted Subsidiary to,
create or permit to exist or become effective any restriction (other than
restrictions existing under (i) Indebtedness as in effect on the Issue Date as
such Indebtedness may be refinanced or replaced from time to time or (ii) any
Senior Indebtedness existing on the Issue Date or thereafter; provided that such
restrictions contained in such refinanced Indebtedness are no less favorable to
the holders of Notes than those existing on the date of the Indenture) that
would materially impair the ability of the Company to make an Offer to purchase
the Notes or, if such Offer is made, to pay for the Notes tendered for purchase.

The Company will comply with Rule 14e-1 under the Exchange Act and any
other securities laws and regulations thereunder to the extent such laws and
regulations are applicable, in the event that an Asset Sale occurs and the
Company is required to purchase Notes as described above. In the event that the
Company is prohibited by provisions of applicable law from purchasing Notes from
the holders thereof in an offer to purchase the Notes, the Company need not make
such offer so long as such prohibition is in effect. (Section 1014)

Restriction on Transfer of Assets. The Company will not sell, convey,
transfer or otherwise dispose of its assets or property to any of its
Subsidiaries, except for transactions pursuant to clause (ix), (xi) or (xii) of
the definition of Permitted Investments and sales, conveyances, transfers or
other dispositions (a) made in the ordinary course of business or (b) made to
any Wholly Owned Restricted Subsidiary, if such Wholly Owned Restricted
Subsidiary (x) simultaneously with such sale, conveyance, transfer or disposal
executes and delivers a supplemental indenture to the Indenture providing for
the guarantee of payment of the Notes by such Wholly Owned Restricted Subsidiary
and setting forth the terms and conditions pursuant to which the Trustee shall
seek payment under such a guarantee (such a guarantee shall be unconditional and
shall be subordinated to any guarantee of such Wholly Owned Restricted
Subsidiary of Senior Indebtedness of the Company and shall be subordinated to
any other Indebtedness of such Wholly Owned Restricted Subsidiary (which is not
subordinated to any other Indebtedness of such Wholly Owned Restricted
Subsidiary or which is designated by such Wholly Owned Restricted Subsidiary as
being senior in right of payment to such guarantee), in each case to the same
extent as the Notes are subordinated to the Senior Indebtedness of the Company
under the Indenture) and (y) waives, and will not in any manner whatsoever claim
or take the benefit or advantage of, any rights of reimbursement, indemnity or
subrogation or any rights against the
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Company or any other Subsidiary as a result of any payment by such Wholly Owned
Restricted Subsidiary under its Guarantee. (Section 1019)

Limitation on Issuance and Sale of Capital Stock by Restricted
Subsidiaries. The Company (i) will not permit any of its Restricted
Subsidiaries to issue any Capital Stock (other than to the Company or a Wholly
Owned Restricted Subsidiary of the Company) and (ii) will not permit any person
(other than the Company or a Wholly Owned Restricted Subsidiary of the Company)
to own any Capital Stock of any Restricted Subsidiary of the Company other than
with respect to (A) the limited partnership interests of SPT owned by certain
employees of SPT on the Issue Date and (B) the general and limited partnership
interests of SP Europe, so long as the Company shall be a general partner and
own at least 51% of the combined general and limited partnership interests
thereof. (Section 1015)

Limitation on Transactions with Affiliates. The Company will not, and will
not permit any of its Restricted Subsidiaries to, directly or indirectly, enter
into or suffer to exist any transaction or series of related transactions
(including, without limitation, the sale, transfer, disposition, purchase,
exchange or lease of assets, property or services) with, or for the benefit of,
any Affiliate of the Company (other than a Wholly Owned Restricted Subsidiary of
the Company) or any "beneficial owner" (as defined in Rules 13d-3 and 13d-5
under the Exchange Act) of 10% or more of the Company's Common Stock at any time
outstanding ("Interested Persons") except (i) on terms that are no less
favorable to the Company, or its Restricted Subsidiary, as the case may be, than
those which could have been obtained in a comparable transaction or transactions
on an arm's-length basis at such time from persons who are not Affiliates of the
Company or Interested Persons, (ii) with respect to a transaction or series of
transactions involving aggregate payments or value equal to or greater than
$10,000,000, (A) such transaction or series of transactions has been approved by
a majority of the disinterested members of the Board of Directors or the Company
has obtained a written opinion from a nationally recognized investment banking
firm stating that the terms of such transactions or series of transactions are
fair to the Company or its Restricted Subsidiary, as the case may be, from a
financial point of view, and (B) the Company shall have delivered an officer's
certificate to the Trustee certifying that such transaction or series of
transactions comply with the preceding clause (i), and (iii) with respect to any
transaction or series of transactions involving aggregate payments or value
equal to or greater than $1,000,000 and less than $10,000,000, the Company shall
have complied with the condition set forth in clause (ii)(B) above. This
covenant will not restrict the Company from (i) paying reasonable and customary
regular fees to directors of the Company who are not employees of the Company,
(ii) making loans or advances to employees and officers of the Company and its
Restricted Subsidiaries for bona fide business purposes of the Company in the
ordinary course of business consistent with past practice, (iii) the payment of
dividends in respect of the Company or any Restricted Subsidiary permitted under
the "--Limitation on Restricted Payments" covenant, or (iv) transactions
provided for under agreements in existence on the date of the Indenture and
listed on a schedule thereto. (Section 1016)

Limitation on Dividend and Other Payment Restrictions Affecting Restricted
Subsidiaries. The Company will not, and will not permit any of its Restricted
Subsidiaries to, directly or indirectly, create or otherwise cause or suffer to
exist or become effective any encumbrance or restriction on the ability of any
Restricted Subsidiary of the Company to (a) pay dividends, in cash or otherwise,
or make any other distributions on or in respect of its Capital Stock or any
other interest or participation in, or measured by, its profits, (b) pay any
Indebtedness or other obligation owed to the Company or any other Restricted
Subsidiary of the Company, (c) make loans or advances to the Company or any
other Restricted Subsidiary of the Company, (d) transfer any of its properties
or assets to the Company or any other Restricted Subsidiary of the Company, or
(e) guarantee any Indebtedness of the Company or any other Restricted Subsidiary
of the Company, except for such encumbrances or restrictions existing under or
by reason of (i) any agreement or other instrument of a person acquired by the
Company or any Restricted Subsidiary of the Company in existence at the time of
such acquisition (but not created in contemplation thereof), which encumbrance
or restriction is not applicable to any person, or the properties or assets of
any person, other than the person, or the property or assets of the person, so
acquired, (ii) any encumbrance or restriction in the Bank Credit Agreement or
any other agreement as in effect on the date of the Indenture and listed on a
schedule thereto, and (iii) any encumbrance or restriction pursuant to any
agreement that extends, refinances, renews or replaces any agreement described
in clause (i) and (ii) above, which is not materially more restrictive or less
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favorable to the holders of Notes than those existing under the agreement being
extended, refinanced, renewed or replaced. (Section 1017)

Limitation on Guarantees by Restricted Subsidiaries. The Company will not
permit any Restricted Subsidiary, directly or indirectly, to assume, guarantee
or in any other manner become liable with respect to any Indebtedness of the
Company or any Guarantor, unless such Restricted Subsidiary is a Guarantor or
simultaneously executes and delivers a supplemental indenture providing for the
guarantee of payment of the Notes by such Restricted Subsidiary and waives, and
will not in any manner whatsoever claim or take the benefit or advantage of, any
rights of reimbursement, indemnity or subrogation or any other rights against
the Company or any other Restricted Subsidiary as a result of any payment by
such Restricted Subsidiary under its guarantee; provided, however, that in the
case of any guarantee of any Guarantor with respect to Senior Indebtedness, the
guarantee of the payment of the Notes by such Guarantor to be provided in
accordance herewith shall be subordinated to the guarantee with respect to such
Senior Indebtedness in the same manner and to the same extent as the Notes are
subordinated to such Senior Indebtedness. Each guarantee created pursuant to the
provisions described above is referred to as a "Guarantee" and the issuer of
each such Guarantee, so long as the Guarantee remains outstanding, is referred
to as a "Guarantor." (Sections 1018 and 1408)

Notwithstanding the foregoing, in the event that a Guarantor is released
from all obligations which pursuant to the first sentence of the preceding
paragraph obligate it to become a Guarantor, such Guarantor shall be released
from all obligations under its Guarantee (provided that the provisions of the
first sentence of the preceding paragraph shall apply anew in the event that
such Guarantor subsequent to being released incurs any obligations that pursuant
to such sentence obligate it to become a Guarantor). In addition, upon any sale
or disposition (by merger or otherwise) of any Guarantor by the Company or a
Restricted Subsidiary of the Company to any person that is not an Affiliate of
the Company or any of its Restricted Subsidiaries which is otherwise in
compliance with the terms of the Indenture, such Guarantor will be deemed to be
released from all obligations under its Guarantee; provided, however, that each
such Guarantor is sold or disposed of in accordance with the "--Disposition of
Proceeds of Asset Sales" covenant above; provided further that the foregoing
proviso shall not apply to the sale or disposition of a Guarantor in a
foreclosure to the extent that such proviso would be inconsistent with the
requirements of the Uniform Commercial Code. (Section 1018)

Limitation on Certain Other Subordinated Indebtedness. The Company will
not issue, directly or indirectly, any Indebtedness which is subordinated or
junior in ranking in any respect to Senior Indebtedness unless such Indebtedness
is expressly pari passu with or subordinated in right of payment to the Notes.
(Section 1020)

Reporting Requirements. The Company will file, to the extent permitted
under the Exchange Act, with the Commission the annual reports, quarterly
reports and other documents required to be filed with the Commission pursuant to
Sections 13 and 15 of the Exchange Act, whether or not the Company has a class
of securities registered under the Exchange Act. The Company will file with the
Trustee and provide to each holder of Notes copies of such reports and documents
within 15 days after it files them with the Commission or, if filing such
documents by the Company with the Commission is not permitted under the Exchange
Act, within 15 days after it would otherwise have been required to file such
reports and documents if permitted, in each case at the Company's cost. (Section
703)

MERGER, SALE OF ASSETS, ETC.

The Indenture will provide that the Company will not, in any transaction or
series of transactions, merge or consolidate with or into, or sell, assign,
convey, transfer, lease or otherwise dispose of all or substantially all of its
properties and assets as an entirety to, any person or persons, and that the
Company will not permit any of its Restricted Subsidiaries to enter into any
such transaction or series of transactions if such transaction or series of
transactions, in the aggregate, would result in a sale, assignment, conveyance,
transfer, lease or other disposition of all or substantially all of the
properties and assets of the Company or of the Company and its Restricted
Subsidiaries, taken as a whole, to any other person or persons, unless at the
time and after giving effect thereto (i) either (A) (1) if the transaction or
transactions is a merger or consolidation involving the Company, the Company
shall be the surviving person of such merger or consolidation or (2) if the
transaction
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or transactions is a merger or consolidation involving a Restricted Subsidiary
of the Company, such Restricted Subsidiary shall be the surviving person and
such surviving person shall be a Restricted Subsidiary of the Company or (B) (1)
the person formed by such consolidation or into which the Company or such
Restricted Subsidiary is merged or to which the properties and assets of the
Company or such Restricted Subsidiary, as the case may be, substantially as an
entirety, are transferred (any such surviving person or transferee person being
the "Surviving Entity") shall be a corporation organized and existing under the
laws of the United States of America, any state thereof or the District of
Columbia and (2) (x) in case of a transaction involving the Company, the
Surviving Entity shall expressly assume by a supplemental indenture executed and
delivered to the Trustee, in form satisfactory to the Trustee, all the
obligations of the Company under the Notes and the Indenture, and in each case,
the Indenture shall remain in full force and effect or (y) in the case of a
transaction involving a Restricted Subsidiary that is a Guarantor, the Surviving
Entity shall expressly assume by a supplemental indenture executed and delivered
to the Trustee, in form satisfactory to the Trustee, all of the obligations of
such Restricted Subsidiary under its Guarantee and related supplemental
indenture, and in each case, such Guarantee and supplemental indenture shall
remain in full force and effect; (ii) immediately before and immediately after
giving effect to such transaction or series of transactions on a pro forma basis
(including, without limitation, any Indebtedness incurred or anticipated to be
incurred in connection with or in respect of such transaction or series of
transactions), no Default or Event of Default shall have occurred and be
continuing and the Company, or the Surviving Entity, as the case may be, after
giving effect to such transaction or series of transactions on a pro forma
basis, could incur $1.00 of additional Indebtedness under the "--Limitation on
Indebtedness" covenant described above (other than Permitted Indebtedness)
(assuming a market rate of interest with respect to such additional
Indebtedness); and (iii) immediately after giving effect to such transaction,
the Surviving Entity shall have a Consolidated Net Worth in an amount which is
not less than the Consolidated Net Worth of the Company or such Restricted
Subsidiary, as the case may be, immediately prior to such transaction; provided
that a Wholly Owned Restricted Subsidiary may consolidate with, or merge with or
into, or convey, transfer or lease all or substantially all its assets to, the
Company or another Wholly Owned Restricted Subsidiary. (Section 801)

In connection with any consolidation, merger, transfer, lease or other
disposition contemplated hereby, the Company shall deliver, or cause to be
delivered, to the Trustee, in form and substance satisfactory to the Trustee, an
officers' certificate and an opinion of counsel, each stating that such
consolidation, merger, transfer, lease or other disposition and the supplemental
indenture, if any, in respect thereof comply with the requirements under the
Indenture. In addition, each Guarantor, if any, unless it is the other party to
the transaction or unless its Guarantee will be released and discharged in
accordance with its terms as a result of the transaction, will be required to
confirm, by supplemental indenture, that its Guarantee of the Notes will apply
to the obligations of the Company or the Surviving Entity under the Indenture.
(Section 801)

Upon any consolidation or merger or any transfer of all or substantially
all of the assets of the Company in accordance with the foregoing, in which the
Company is not the continuing corporation, the successor corporation formed by
such a consolidation or into which the Company is merged or to which such
transfer is made, shall succeed to, and be substituted for, and may exercise
every right and power of, the Company under the Indenture with the same effect
as if such successor corporation had been named as the Company therein. (Section
802)

EVENTS OF DEFAULT

The following will be "Events of Default" under the Indenture:

(1) default in the payment of the principal of, or premium, if any, when
due and payable, on any of the Notes (at its Stated Maturity, upon optional

redemption, required purchase or otherwise);

(ii) default in the payment of an installment of interest on any of the
Notes, when due and payable, and such default continues for a period of 30 days;

(iii) failure by the Company to make or consummate an offer in accordance

with "Certain Covenants-- Purchase of Notes upon Change of Control" or
"--Disposition of Proceeds of Asset Sales" above;

(iv) failure by the Company or any Restricted Subsidiary to comply with its
obligations under "--Merger, Sale of Assets, Etc." above;
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(v) failure by the Company or any Guarantor to perform or observe any
other term, covenant or agreement contained in the Notes or the Indenture (other
than a default specified in clause (i), (ii), (iii) or (iv) above) for a period
of 30 days after written notice of such failure requiring the Company to remedy
the same shall have been given (x) to the Company by the Trustee or (y) to the
Company and the Trustee by the holders of 25% in aggregate principal amount of
the Notes then outstanding;

(vi) (A) default or defaults under one or more agreements, instruments,
mortgages, bonds, debentures or other evidences of Indebtedness under which the
Company or any Restricted Subsidiary of the Company then has outstanding
indebtedness in excess of $10,000,000, individually or in the aggregate, and
either (i) such Indebtedness is already due and payable in full or (ii) such
default or defaults have resulted in the acceleration of the maturity of such
Indebtedness, or (B) failure to pay such Indebtedness beyond any applicable
grace period when such Indebtedness has been required to be prepaid or
repurchased (other than scheduled required prepayment) prior to the stated
maturity of such Indebtedness;

(vii) one or more judgments, orders or decrees of any court or regulatory
or administrative agency of competent jurisdiction for the payment of money in
excess of $10,000,000, individually or in the aggregate, shall be entered
against the Company or any Restricted Subsidiary of the Company or any of their
respective properties and shall not have been discharged or fully bonded, and
either (1) any creditor shall have commenced an enforcement proceeding upon such
judgment (other than a judgment that is stayed by pending appeal or otherwise)
or (2) there shall have been a period of 60 days after the date on which any
period for appeal has expired and during which a stay of enforcement of such
judgment, order or decree, shall not be in effect;

(viii) any Guarantee ceases to be in full force and effect (other than as
provided in the second paragraph under the "--Limitation on Guarantees of
Restricted Subsidiaries" covenant above) or is declared null and void, or any
Guarantor denies that it has any further liability under any Guarantee, or gives
notice to such effect (other than by reason of the termination of the Indenture
or the release of any such Guarantee in accordance with the Indenture); or

(ix) certain events of bankruptcy, insolvency or reorganization with
respect to the Company or any Significant Subsidiary of the Company or one or
more Subsidiaries of the Company which, in the aggregate, would constitute a
Significant Subsidiary shall have occurred. (Section 501)

If an Event of Default (other than as specified in clause (ix) above with
respect to the Company or any Significant Subsidiary (or one or more
Subsidiaries which, in the aggregate, would constitute a Significant
Subsidiary)) shall occur and be continuing, the Trustee, by notice to the
Company, or the holders of at least 25% in aggregate principal amount of the
Notes then outstanding, by notice to the Trustee and the Company, may declare
the principal of, premium, if any, and accrued and unpaid interest, if any, on
all of the outstanding Notes due and payable immediately, upon which declaration
all amounts payable in respect of the Notes shall be immediately due and
payable. If an Event of Default specified in clause (ix) above with respect to
the Company or any Significant Subsidiary (or one or more Subsidiaries which, in
the aggregate, would constitute a Significant Subsidiary) occurs and is
continuing, then the principal of, premium, if any, and accrued and unpaid
interest, if any, on all of the outstanding Notes shall ipso facto become and be
immediately due and payable without any declaration or other act on the part of
the Trustee or any holder of Notes. (Section 502)

After a declaration of acceleration under the Indenture, but before a
judgment or decree for payment of money due has been obtained by the Trustee,
the holders of a majority in aggregate principal amount of the outstanding
Notes, by written notice to the Company and the Trustee, may rescind such
declaration and its consequences if: (a) the Company has paid or deposited with
the Trustee a sum sufficient to pay (i) all sums paid or advanced by the Trustee
under the Indenture and the reasonable compensation, expenses, disbursements,
and advances of the Trustee, its agents and counsel, (ii) all overdue interest
on all Notes, (iii) the principal of and premium, if any, on any Notes which
have become due otherwise than by such declaration of acceleration and interest
thereon at the rate borne by the Notes, and (iv) to the extent that payment of
such interest is lawful, interest upon overdue interest and overdue principal at
the rate borne by the Notes which have become due otherwise than by such
declaration of acceleration; (b) the rescission would not conflict with any
judgment or decree of a court of competent jurisdiction; and (c) all Events of
Default,
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other than the non-payment of principal of, premium, if any, and interest on the
Notes that have become due solely by such declaration of acceleration, have been
cured or waived. (Section 502)

The holders of not less than a majority in aggregate principal amount of
the outstanding Notes may on behalf of the holders of all the Notes waive any
past defaults under the Indenture except a default in the payment of the
principal of, premium, if any, or interest on any Note, or in respect of a
covenant or provision which under the Indenture cannot be modified or amended
without the consent of the holder of each Note affected. (Section 513)

No holder of any of the Notes has any right to institute any proceeding
with respect to the Indenture or any remedy thereunder, unless the holders of at
least 25% in aggregate principal amount of the outstanding Notes have made
written request, and offered reasonable indemnity, to the Trustee to institute
such proceeding within 30 days after receipt of such notice and the Trustee,
within such 30-day period, has not received directions inconsistent with such
written request by holders of a majority in aggregate principal amount of the
outstanding Notes. Such limitations do not apply, however, to a suit instituted
by a holder of a Note for the enforcement of the payment of the principal of,
premium, if any, or interest on, such Note on or after the respective due dates
expressed in such Note. (Sections 507 and 508)

During the existence of an Event of Default, the Trustee is required to
exercise such rights and powers vested in it under the Indenture and use the
same degree of care and skill in its exercise thereof as a prudent person would
exercise under the circumstances in the conduct of such person's own affairs.
Subject to the provisions of the Indenture relating to the duties of the
Trustee, whether or not an Event of Default shall occur and be continuing, the
Trustee under the Indenture is not under any obligation to exercise any of its
rights or powers under the Indenture at the request or direction of any of the
holders of the Notes unless such holders shall have offered to the Trustee
reasonable security or indemnity. Subject to certain provisions concerning the
rights of the Trustee, the holders of a majority in aggregate principal amount
of the outstanding Notes have the right to direct the time, method and place of
conducting any proceeding for any remedy available to the Trustee, or exercising
any trust or power conferred on the Trustee under the Indenture. (Sections 602
and 512)

If a Default or an Event of Default occurs and is continuing and is known
to the Trustee, the Trustee shall mail to each holder of the Notes notice of the
Default or Event of Default within 90 days after such occurrence. Except in the
case of a Default or an Event of Default in payment of principal of, premium, if
any, or interest on any Notes, the Trustee may withhold the notice to the
holders of such Notes if a committee of its trust officers in good faith
determines that withholding the notice is in the interest of the holders of the
Notes. (Section 601)

The Company is required to furnish to the Trustee annual and quarterly
statements as to the performance by the Company of its obligations under the
Indenture and as to any default in such performance. The Company is also
required to notify the Trustee within ten days of any event which is, or after
notice or lapse of time or both would become, an Event of Default. (Sections
1008 and 1009)

DEFEASANCE OR COVENANT DEFEASANCE OF INDENTURE

The Company may, at its option and at any time, terminate the obligations
of the Company with respect to the outstanding Notes ("defeasance"). Such
defeasance means that the Company shall be deemed to have paid and discharged
the entire Indebtedness represented by the then outstanding Notes, except for
(i) the rights of holders of outstanding Notes to receive payment in respect of
the principal of, premium, if any, and interest on such Notes when such payments
are due, (ii) the Company's obligations to issue temporary Notes, register the
transfer or exchange of any Notes, replace mutilated, destroyed, lost or stolen
Notes and maintain an office or agency for receipt of payments in respect of the
Notes, (iii) the rights, powers, trusts, duties and immunities of the Trustee,
and (iv) the defeasance provisions of the Indenture. In addition, the Company
may, at its option and at any time, elect to terminate its obligations with
respect to certain covenants that are set forth in the Indenture, some of which
are described under "--Certain Covenants" above, and any subsequent failure to
comply with such obligations shall not constitute a Default or an Event of
Default with respect to the Notes ("covenant defeasance"). (Sections 1201, 1202
and 1203)
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In order to exercise either defeasance or covenant defeasance, (i) the
Company must irrevocably deposit with the Trustee, in trust for the benefit of
the holders of the Notes, cash in United States dollars, U.S. Government
Obligations (as defined in the Indenture), or a combination thereof, in such
amounts as will be sufficient, in the opinion of a nationally recognized firm of
independent public accountants, to pay the principal of, premium, if any, and
interest on the outstanding Notes to redemption or maturity, (ii) the Company
shall have delivered to the Trustee an opinion of counsel to the effect that the
holders of the outstanding Notes will not recognize income, gain or loss for
federal income tax purposes as a result of such defeasance or covenant
defeasance and will be subject to federal income tax on the same amounts, in the
same manner and at the same times as would have been the case if such defeasance
or covenant defeasance had not occurred (in the case of defeasance, such opinion
must refer to and be based upon a ruling of the Internal Revenue Service or a
change in applicable federal income tax laws), (iii) no Default or Event of
Default shall have occurred and be continuing on the date of such deposit or,
insofar as clause (ix) under the first paragraph under "Events of Default" is
concerned, at any time during the period ending on the 91st day after the date
of deposit, (iv) such defeasance or covenant defeasance shall not cause the
Trustee to have a conflicting interest with respect to any of the Notes, (v)
such defeasance or covenant defeasance shall not result in a breach or violation
of, or constitute a default under, the Indenture or any material agreement or
instrument to which the Company or any Guarantor is a party or by which the
Company or any Guarantor is bound, (vi) the Company shall have delivered to the
Trustee an opinion of counsel to the effect that (A) the trust funds will not be
subject to any rights of holders of Senior Indebtedness, including, without
limitation, those arising under the Indenture and (B) after the 91st day
following the deposit, the trust funds will not be subject to the effect of any
applicable bankruptcy, insolvency, reorganization or similar laws affecting
creditors' rights generally, (vii) the Company shall have delivered to the
Trustee an officers' certificate and an opinion of counsel, each stating that
all conditions precedent under the Indenture to either defeasance or covenant
defeasance, as the case may be, have been complied with and that no violations
under agreements governing any other outstanding Indebtedness would result,
(viii) the Company shall have delivered to the Trustee an officers' certificate
stating that the deposit was not made by the Company with intent of preferring
the holders of the Notes or any Guarantor over the other creditors of the
Company or any Guarantor with the intent of defeating, hindering or delaying or
defrauding creditors of the Company, any Guarantor or others, (ix) if the Bank
Credit Agreement is in effect, the Company shall have delivered to the Trustee
any required consent of the lenders under the Bank Credit Agreement to such
defeasance or covenant defeasance, as the case may be, and (x) no event or
condition shall exist that would prevent the Company from making payments of the
principal of (and premium, if any) or interest on the Notes on the date of such
deposit or at any time during the period ending on the 91st day after the date
of such deposit (it being understood that this condition shall not be deemed
satisfied until the expiration of such period). (Section 1204)

SATISFACTION AND DISCHARGE

The Indenture will upon Company Request (as defined in the Indenture) be
discharged and will cease to be of further effect (except as to surviving rights
of registration of transfer or exchange of the Notes, as expressly provided for
in the Indenture) as to all outstanding Notes when (i) either (a) all the Notes
theretofore authenticated and delivered (except lost, stolen or destroyed Notes
which have been replaced or paid and Notes for which payment has theretofore
been deposited in trust or segregated and held in trust by the Company and
thereafter repaid to the Company or discharged from such trust) have been
delivered to the Trustee for cancellation or (b) all Notes not theretofore
delivered to the Trustee for cancellation have become due and payable, and the
Company has irrevocably deposited or caused to be deposited with the Trustee
funds in trust solely for the benefit of holders in an amount in U.S. dollars
sufficient to pay and discharge the entire Indebtedness on the Notes not
theretofore delivered to the Trustee for cancellation, for principal of,
premium, if any, and interest on the Notes to the date of deposit together with
irrevocable instructions from the Company directing the Trustee to apply such
funds to the payment thereof at maturity or redemption, as the case may be, (ii)
the making of such Company Request does not constitute a default under the
Indenture or any other material agreement to which the Company is a party or by
which it is bound, (iii) the Company has paid all other sums payable under the
Indenture by the Company, and (iv) the Company has delivered to the Trustee an
officers' certificate and an opinion of counsel stating that all conditions
precedent under the Indenture relating to the satisfaction and discharge of the
Indenture have been complied with. (Section 401)
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AMENDMENTS AND WAIVERS

From time to time, the Company, when authorized by a resolution of its
Board of Directors, and the Trustee may, without the consent of the holders of
any outstanding Notes, amend, waive or supplement the Indenture or the Notes for
certain specified purposes, including, among other things, curing ambiguities,
defects or inconsistencies, complying with the Trust Indenture Act of 1939,
adding any Subsidiary of the Company as a Guarantor or making any change that
does not adversely affect the rights of any holder; provided, however, that the
Company has delivered to the Trustee an opinion of counsel stating that such
change does not adversely affect the rights of any holder of the Notes. Other
amendments and modifications of the Indenture or the Notes may be made by the
Company and the Trustee with the consent of the holders of not less than a
majority of the aggregate principal amount of the outstanding Notes; provided,
however, that no such modification or amendment may, without the consent of the
holder of each outstanding Note affected thereby, (i) reduce the principal
amount of, extend the fixed maturity of or alter the redemption provisions of,
the Notes, (ii) change the currency in which the Notes or any premium or the
interest thereon is payable, (iii) reduce the percentage in principal amount of
outstanding Notes that must consent to an amendment, supplement or waiver or
consent to take any action under the Indenture, the Notes or any Guarantee, (iv)
impair the right to institute suit for the enforcement of any payment on or with
respect to the Notes, (v) waive a default in payment with respect to the Notes,
(vi) amend, change or modify the obligation of the Company to make and
consummate a Change of Control Offer in the event of a Change of Control or make
and consummate the offer with respect to any Asset Sale or modify any of the
provisions or definitions with respect thereto, (vii) reduce or change the rate
or time for payment of interest on the Notes, (viii) modify or change any
provision of the Indenture affecting the subordination of the Notes or any
Guarantee in a manner adverse to the holders of the Notes, or (ix) release any
Guarantor from any of its obligations under its Guarantee or the Indenture other
than in compliance with other provisions of the Indenture permitting such
release. (Sections 901 and 902)

THE TRUSTEE

The Bank of New York is to be the Trustee under the Indenture and has been
appointed by the Company as Registrar and Paying Agent with regard to the Notes.

GOVERNING LAW

The Indenture, the Notes and any Guarantee will be governed by the laws of
the State of New York, without regard to the principles of conflicts of law.
(Section 112)

CERTAIN DEFINITIONS

"Acquired Indebtedness" means Indebtedness of a person (a) assumed in
connection with an Asset Acquisition from such person or (b) existing at the
time such person becomes a Restricted Subsidiary of any other person, other than
Indebtedness incurred in connection with, or in contemplation of, such person
becoming a Restricted Subsidiary or such acquisition, as the case may be.

"Affiliate" means, with respect to any specified person, any other person
directly or indirectly controlling or controlled by or under direct or indirect
common control with such specified person. For purposes of this definition,
"control" when used with respect to any person means the power to direct the
management and policies of such person, directly or indirectly, whether through
the ownership of voting securities by contract or otherwise; and the terms
"controlling" and "controlled" have meanings correlative of the foregoing.

"Applicable Premium" means, with respect to a Note, the greater of (i) 1.0%
of the then outstanding principal amount of such Note and (ii) the excess of (A)
the present value of the required interest and principal payments due on such
Note, computed using a discount rate equal to the Treasury Rate plus 75 basis
points, over (B) the then outstanding principal amount of such Note; provided,
however, that in no event will the Applicable Premium exceed the amount of the
applicable redemption price upon an optional redemption less 100%, at any time
on or after June 1, 1998.

"Asset Acquisition" means (a) an Investment by the Company or any
Subsidiary of the Company in any other person pursuant to which such person
shall become a Restricted Subsidiary of the Company, or shall be
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merged with or into the Company or any Restricted Subsidiary of the Company, or
(b) the acquisition by the Company or any Restricted Subsidiary of the Company
of the assets of any person which constitute all or substantially all of the
assets of such person or any division or line of business of such person.

"Asset Sale" means any sale, issuance, conveyance, transfer, lease or other
disposition (including, without limitation, by way of merger or consolidation)
to any person other than the Company or a Wholly Owned Restricted Subsidiary of
the Company (which is subject to the provisions described under the "--
Restriction on Transfer of Assets" covenant), in one or a series of related
transactions of: (a) any Capital Stock of any Restricted Subsidiary of the
Company, (b) all or substantially all of the properties and assets of any
division or line of business of the Company or any Restricted Subsidiary of the
Company or (c) any other properties or assets of the Company or a Restricted
Subsidiary (including proprietary brand names, whether registered or otherwise)
other than in the ordinary course of business. For the purposes of this
definition, the term "Asset Sale" shall not include (i) any sale, issuance,
conveyance, transfer, lease or other disposition of properties or assets that is
governed by the provisions described under "--Merger, Sale of Assets, Etc.,"
(ii) sales of assets consisting of obsolete equipment or assets that in the
Company's reasonable judgment are either (x) no longer used or (y) no longer
useful in the business of the Company or its Restricted Subsidiaries, (iii) any
sale, issuance, conveyance, transfer, lease or other disposition of properties
or assets, whether in one transaction or a series of related transactions,
involving assets with a fair market value determined by the Company to be not in
excess of $500,000, or (iv) any sales or financings of accounts or lease
receivables pursuant to clause (12), (13) or (14) of the definition of
"Permitted Indebtedness."

"Average Life to Stated Maturity" means, with respect to any Indebtedness,
as at any date of determination, the quotient obtained by dividing (a) the sum
of the products of (i) the number of years from such date to the date or dates
of each successive scheduled principal payment (including, without limitation,
any sinking fund requirements) of such Indebtedness multiplied by (ii) the
amount of each such principal payment by (b) the sum of all such principal
payments.

"Bank Credit Agreement" means (a) the Credit Agreement dated as of March
24, 1994 among the Company, the Banks and The First National Bank of Chicago, as
agent for the Banks, as in effect on the Issue Date and as such agreement may be
amended, restated, supplemented or otherwise modified from time to time, and (b)
any credit agreement, loan agreement, note purchase agreement, indenture or
other agreement, document or instrument refinancing, refunding or otherwise
replacing such Agreement or any other agreement deemed a Bank Credit Agreement
under clause (a) or (b) hereof.

"Banks" means the lenders from time to time who are parties to the Bank
Credit Agreement.

"Capital Stock" means, with respect to any person, any and all shares,
interests, participations, rights in or other equivalents or interests in
(however designated) such person's capital stock or other equity interests or
participations, including general and limited partnership interests, and any
rights (other than debt securities convertible into capital stock), warrants or
options exchangeable for or convertible into such capital stock.

"Capitalized Lease Obligation" means any obligation to pay rent or other
amounts under a lease of (or other agreement conveying the right to use) any
property (whether real, personal or mixed) that is required to be classified and
accounted for as a capital lease obligation under GAAP; and, for the purpose of
the Indenture, the amount of such obligation at any date shall be the
capitalized amount thereof on the balance sheet at such date, determined in
accordance with GAAP consistently applied.

"Cash Equivalents" means, at any time : (i) any evidence of Indebtedness
with a maturity of 180 days or less issued, or directly and fully guaranteed or
insured, by the United States of America or any agency or instrumentality
thereof (provided that the full faith and credit of the United States of America
is pledged in support thereof); (ii) certificates of deposit, time deposits and
bankers' acceptances with a maturity of 180 days or less of any financial
institution that is a member of the Federal Reserve System having combined
capital and surplus and undivided profits of not less than $500,000,000; (iii)
commercial paper with a maturity of 90 days or less issued by a corporation that
is not an Affiliate of the Company or a Subsidiary organized under the laws of
any state of the United States or the District of Columbia and rated at least
A-1 by S&P or at least P-1 by Moody's or at least an equivalent rating category
of another nationally recognized securities rating agency; and (iv) any money
market or other deposit accounts issued or offered by any domestic

56



58
institution in the business of accepting money market accounts or any commercial
banking institution described in clause (ii) above.

"Change of Control" means an event as a result of which: (i) any "person"
or "group" (as such terms are used in Sections 13(d) and 14(d) of the Exchange
Act) is or becomes the "beneficial owner" (as defined in Rule 13d-3 under the
Exchange Act), directly or indirectly, of more than 50 % of the total
outstanding Voting Stock of the Company; (ii) during any period of two
consecutive years, individuals who at the beginning of such period constituted
the Board of Directors of the Company (together with any new directors whose
election to such Board or whose nomination for election by the shareholders of
the Company was approved by a vote of 66 2/3% of the directors then still in
office who were either directors at the beginning of such period or whose
election or nomination for election was previously so approved) cease for any
reason to constitute a majority of such Board of Directors then in office; (iii)
the Company consolidates with or merges with or into any person or conveys,
transfers or leases all or substantially all of its assets to any person, or any
corporation consolidates with or merges into or with the Company in any such
event pursuant to a transaction in which the outstanding Voting Stock of the
Company is changed into or exchanged for cash, securities or other property,
other than any such transaction where the outstanding Voting Stock of the
Company is not changed or exchanged at all (except to the extent necessary to
reflect a change in the jurisdiction of incorporation of the Company) or where
(A) the outstanding Voting Stock of the Company is changed into or exchanged for
(x) Voting Stock of the surviving corporation which is not Redeemable Capital
Stock or (y) cash, securities and other property (other than Capital Stock of
the surviving corporation) in an amount which could be paid by the Company as a

Restricted Payment as described under "--Certain Covenants--Limitation on
Restricted Payments" (and such amount shall be treated as a Restricted Payment
subject to the provisions in the Indenture described under "--Certain

Covenants--Limitation on Restricted Payments") and (B) no "person" or "group"
owns immediately after such transaction, directly or indirectly, more than 50 %
of the total outstanding Voting Stock of the surviving corporation; or (iv) the
Company is liquidated or dissolved or adopts a plan of liquidation or
dissolution other than in a transaction which complies with the provisions
described under "--Merger, Sale of Assets, Etc."

"Common Stock" means, with respect to any person, any and all shares,
interests or other participations in, and other equivalents (however designated
and whether voting or nonvoting) of, such person's common stock, whether
outstanding at the Issue Date or issued after the Issue Date, and includes,
without limitation, all series and classes of such common stock.

"Consolidated EBITDA" means, with respect to any person for any period, (i)
the sum of, without duplication, the amount for such period, taken as a single
accounting period, of (a) Consolidated Net Income, (b) Consolidated Non-cash
Charges, (c) Consolidated Interest Expense, (d) Consolidated Income Tax Expense
and (e) any increase in the Employee Liabilities of such person and its
Restricted Subsidiaries for such period less any decrease in the Employee
Liabilities of such period, which have been deducted to arrive at Consolidated
Net Income less (ii) non-cash items increasing Consolidated Net Income (other
than in the ordinary course of business); provided, however, that if, during
such period, such person or any of its Restricted Subsidiaries shall have
consummated any Asset Sale or Asset Acquisition, Consolidated EBITDA for such
person and its Restricted Subsidiaries for such period shall be adjusted (in the
manner set forth in the definition of the term "Consolidated Fixed Charge
Coverage Ratio") to give pro forma effect to the Consolidated EBITDA directly
attributable to the assets which are the subject of such Asset Sales or Asset
Acquisitions during such period.

"Consolidated Fixed Charge Coverage Ratio" means, with respect to any
person, the ratio of the aggregate amount of Consolidated EBITDA of such person
for the four full fiscal quarters for which financial information in respect
thereof is available immediately preceding the date of the transaction (the
"Transaction Date") giving rise to the need to calculate the Consolidated Fixed
Charge Coverage Ratio (such four full fiscal quarter period being referred to
herein as the "Four Quarter Period") to the aggregate amount of Consolidated
Fixed Charges of such person for the Four Quarter Period. In addition to and
without limitation of the foregoing, for purposes of this definition,
"Consolidated EBITDA" and "Consolidated Fixed Charges" shall be calculated after
giving effect on a pro forma basis for the period of such calculation to,
without duplication, (a) the incurrence of any Indebtedness of such person or
any of its Restricted Subsidiaries during
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the period commencing on the first day of the Four Quarter Period to and
including the Transaction Date (the "Reference Period"), including, without
limitation, the incurrence of the Indebtedness giving rise to the need to make
such calculation, as if such incurrence occurred on the first day of the
Reference Period, and (b) any Asset Sales or Asset Acquisitions (including,
without limitation, any Asset Acquisition giving rise to the need to make such
calculation as a result of such person or one of its Restricted Subsidiaries
(including any person who becomes a Subsidiary as a result of the Asset
Acquisition) incurring, assuming or otherwise being liable for Acquired
Indebtedness) occurring during the Reference Period, as if such Asset Sale or
Asset Acquisition occurred on the first day of the Reference Period.
Furthermore, in calculating "Consolidated Fixed Charges" for purposes of
determining the denominator (but not the numerator) of this "Consolidated Fixed
Charge Coverage Ratio," (i) interest on outstanding Indebtedness determined on a
fluctuating basis as of the Transaction Date and which will continue to be so
determined thereafter shall be deemed to have accrued at a fixed rate per annum
equal to the rate of interest on such Indebtedness in effect on the Transaction
Date, (ii) if interest on any Indebtedness actually incurred on the Transaction
Date may optionally be determined at an interest rate based upon a factor of a
prime or similar rate, a eurocurrency interbank offered rate, or other rates,
then the interest rate in effect on the Transaction Date will be deemed to have
been in effect during the Reference Period; and (iii) notwithstanding clauses
(i) and (ii) above, interest on Indebtedness determined on a fluctuating basis,
to the extent such interest is covered by agreements relating to Interest Rate
Protection Obligations, shall be deemed to have accrued at the rate per annum
resulting after giving effect to the operation of such agreements. In
calculating the Consolidated Fixed Charge Coverage Ratio, and giving pro forma
effect to any incurrence of Indebtedness during a Reference Period, pro forma
effect shall be given to the use of proceeds thereof to permanently repay or
retire Indebtedness. If such person or any of its Restricted Subsidiaries
directly or indirectly guaranteed Indebtedness of a third person, the above
clauses shall give effect to the incurrence of such guaranteed Indebtedness as
if such person or such Restricted Subsidiary had directly incurred or otherwise
assumed such guaranteed Indebtedness.

"Consolidated Fixed Charges" means, with respect to any person for any
period, the sum of, without duplication, the amounts for such period of (i)
Consolidated Interest Expense and (ii) the aggregate amount of dividends and
other distributions (A) paid or accrued during such period in respect of
Redeemable Capital Stock and (B) paid during such period in respect of Preferred
Stock (other than Preferred Stock which is Redeemable Capital Stock) of such
person and its Restricted Subsidiaries on a consolidated basis; provided,
however, that if, during such period, such person or any of its Restricted
Subsidiaries shall have made any Asset Sales or Asset Acquisitions, Consolidated
Fixed Charges for such person and its Restricted Subsidiaries for such period
shall be adjusted (in the manner set forth in the definition of the term
"Consolidated Fixed Charge Coverage Ratio") to give pro forma effect to the
Consolidated Fixed Charges directly attributable to the assets which are the
subject of such Asset Sales or Asset Acquisitions during such period.

"Consolidated Income Tax Expense" means, with respect to any person for any
period, the provision for federal, state, local and foreign income taxes of such
person and its Restricted Subsidiaries for such period as determined on a
consolidated basis in accordance with GAAP consistently applied.

"Consolidated Interest Expense" means, with respect to any person for any
period, without duplication, the sum of (i) the interest expense of such person
and its Restricted Subsidiaries for Indebtedness for such period as determined
on a consolidated basis in accordance with GAAP consistently applied, including,
without limitation, (a) any amortization of debt discount, (b) the net cost
under Interest Rate Protection Obligations (including any amortization of
discounts), (c) the interest portion of any deferred payment obligation which in
accordance with GAAP is required to be reflected on an income statement, (d) all
commissions, discounts and other fees and charges owed with respect to letters
of credit and bankers' acceptance financing, (e) all accrued interest and (f)
that portion of rental expense estimated to be representative of the interest
factor and (ii) the interest component of Capitalized Lease Obligations paid,
accrued and/or scheduled to be paid or accrued by such person and its Restricted
Subsidiaries during such period as determined on a consolidated basis in
accordance with GAAP consistently applied.

"Consolidated Net Income" means, with respect to any person, for any
period, the consolidated net income (or loss) of such person and its Restricted
Subsidiaries for such period as determined in accordance with GAAP consistently
applied adjusted, to the extent included in calculating such net income, by
excluding,
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without duplication, (i) all extraordinary gains or losses (net of fees and
expenses relating to the transaction giving rise thereto) and the non-recurring
cumulative effect of accounting changes, (ii) the portion of net income (or
loss) of such person and its Restricted Subsidiaries allocable to minority
interests in unconsolidated persons to the extent that cash dividends or
distributions have not actually been received by such person or one of its
Restricted Subsidiaries, (iii) net income (or loss) of any person combined with
such person or one of its Restricted Subsidiaries on a "pooling of interests"
basis attributable to any period prior to the date of combination, (iv) gains or
losses in respect of any Asset Sales by such person or one of its Restricted
Subsidiaries (net of fees and expenses relating to the transaction giving rise
thereto), on an after-tax basis, (v) the net income of any Restricted Subsidiary
of such person to the extent that the declaration or payment of dividends or
similar distributions by that Restricted Subsidiary of that income is not at the
time permitted, directly or indirectly, by operation of the terms of its charter
or any agreement, instrument, judgment, decree, order, statute, rule or
governmental regulations applicable to that Restricted Subsidiary or its
stockholders, (vi) gains or losses realized upon the termination of any employee
pension benefit plan, on an after-tax basis and (vii) a non-recurring charge
relating to the write off of goodwill of the Company's Automotive Diagnostics
division, recorded on the Company's consolidated balance sheet in accordance
with GAAP, in an aggregate amount not to exceed $75,000,000.

"Consolidated Net Worth" means, with respect to any person at any date, the
consolidated stockholders' equity of such person less the amount, if any, of
such stockholders' equity attributable to Redeemable Capital Stock or treasury
stock of such person and its Restricted Subsidiaries, as determined in
accordance with GAAP consistently applied.

"Consolidated Non-cash Charges" means, with respect to any person for any
period, the aggregate depreciation, amortization and other non-cash expenses
(including, without limitation, non-cash reserves and non-cash charges) of such
person and its Restricted Subsidiaries reducing Consolidated Net Income of such
person and its Restricted Subsidiaries for such period, determined on a
consolidated basis in accordance with GAAP consistently applied (but only to the
extent such non-cash reserves, expenses and charges did not require an accrual
of a reserve for cash disbursements for any future periods).

"Default" means any event that is, or after notice or passage of time or
both would be, an Event of Default.

"Designated Senior Indebtedness" means (i) all Senior Indebtedness under
the Bank Credit Agreement and (ii) any other Senior Indebtedness which, at the
time of determination, has an aggregate principal amount outstanding, together
with any commitments to lend additional amounts, of at least $25,000,000 and is
specifically designated by the Company, with the consent of the agent for the
Banks under the Bank Credit Agreement, in its sole discretion, if such agreement
is then in effect, in the instrument evidencing such Senior Indebtedness or the
agreement under which such Senior Indebtedness arises as '"Designated Senior
Indebtedness."

"Employee Liabilities" means, with respect to any person, any liability in
respect of employee benefits that would be reflected on a consolidated balance
sheet of such person and its Restricted Subsidiaries prepared in accordance with
GAAP.

"Event of Default" has the meaning set forth under "--Events of Default"
herein.

"Existing Receivables Financing" means obligations of the Company incurred
or issued pursuant to the terms of those certain agreements, each dated as of
April 30, 1991, between the Company and each of The First National Bank of
Chicago and Falcon Asset Securitization Corporation.

"GAAP" means generally accepted accounting principles in the United States
set forth in the Statements of Financial Accounting Standards and
Interpretations, Accounting Principles Board Opinions and AICPA Accounting
Research Bulletins which are applicable as of the Issue Date.

"Guarantee" has the meaning set forth under "--Limitation on Guarantees by
Restricted Subsidiaries" herein.

"guarantee" means, as applied to any obligation, (i) a guarantee (other
than by endorsement of negotiable instruments for collection in the ordinary
course of business), direct or indirect, in any manner, of
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any part or all of such obligation and (ii) an agreement, direct or indirect,
contingent or otherwise, the practical effect of which is to assure in any way
the payment or performance (or payment of damages in the event of
non-performance) of all or any part of such obligation including, without
limiting the foregoing, the payment of amounts drawn down by letters of credit.

"Guarantor" means the issuer at any time of a Guarantee (so long as such
Guarantee remains outstanding).

"Incremental Receivables Financing" means obligations of the Company
incurred or issued pursuant to an increase in the Existing Receivables Financing
or pursuant to a separate securitized receivables facility incurred or issued on
commercially reasonable terms and conditions for similar financing transactions
and negotiated on an arm's-length basis from an unaffiliated lender.

"Indebtedness" means, with respect to any person, without duplication, (a)
all liabilities of such person for borrowed money or for the deferred purchase
price of property or services, excluding any trade payables and other accrued
current liabilities incurred in the ordinary course of business, but including,
without limitation, all obligations, contingent or otherwise, of such person in
connection with any letters of credit, banker's acceptance or other similar
credit transaction, (b) all obligations of such person evidenced by bonds,
notes, debentures or other similar instruments, (c) all indebtedness created or
arising under any conditional sale or other title retention agreement with
respect to property acquired by such person (even if the rights and remedies of
the seller or lender under such agreement in the event of default are limited to
repossession or sale of such property), but excluding trade accounts payable
arising in the ordinary course of business, (d) all Capitalized Lease
Obligations of such person, (e) all Indebtedness referred to in the preceding
clauses of other persons and all dividends of other persons, the payment of
which is secured by (or for which the holder of such Indebtedness has an
existing right, contingent or otherwise, to be secured by) any Lien upon
property (including, without limitation, accounts and contract rights) owned by
such person, even though such person has not assumed or become liable for the
payment of such Indebtedness (the amount of such obligations being deemed to be
the lesser of the value of such property or asset or the amount of the
obligation so secured), (f) all guarantees of Indebtedness referred to in this
definition by such person, (g) all Redeemable Capital Stock valued at the
greater of its voluntary or involuntary maximum fixed repurchase price plus
accrued dividends, (h) all obligations under or in respect of currency exchange
contracts and Interest Rate Protection Obligations of such person (i) repurchase
obligations or liabilities of such person with respect to accounts or lease
receivables or notes receivable sold by such person, (j) obligations incurred
under or in connection with the Existing Receivables Financing or any
Incremental Receivables Financing, notwithstanding the manner in which such
obligations are characterized on a balance sheet of the Company prepared in
accordance with GAAP, provided that, for purposes of calculating financial tests
hereunder, such obligations shall be included only to the extent such
obligations are with recourse to the Company or any of its Restricted
Subsidiaries, and (k) with respect to SPX Credit Corporation, obligations
incurred under or in connection with any SPX Credit Lease Financing,
notwithstanding the manner in which such obligations are characterized on a
balance sheet of the Company and its Restricted Subsidiaries prepared in
accordance with GAAP, provided that, for purposes of calculating financial tests
hereunder, such obligations shall be excluded as Indebtedness, and (1) any
amendment, supplement, modification, deferral, renewal, extension or refunding
of any liability of the types referred to in clauses (a) through (1) above. For
purposes hereof, (x) the "maximum fixed repurchase price" of any Redeemable
Capital Stock which does not have a fixed repurchase price shall be calculated
in accordance with the terms of such Redeemable Capital Stock as if such
Redeemable Capital Stock were purchased on any date on which Indebtedness shall
be required to be determined pursuant to the Indenture, and if such price is
based upon, or measured by, the fair market value of such Redeemable Capital
stock, such fair market value shall be determined in good faith by the board of
directors of the issuer of such Redeemable Capital Stock, and (y) Indebtedness
is deemed to be incurred pursuant to a revolving credit facility each time an
advance is made thereunder.

"Interest Rate Protection Obligations" means the obligations of any person
pursuant to any arrangement with any other person whereby, directly or
indirectly, such person is entitled to receive from time to time periodic
payments calculated by applying either a floating or a fixed rate of interest on
a stated notional amount in exchange for periodic payments made by such person
calculated by applying a fixed or a floating
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rate of interest on the same notional amount and shall include, without
limitation, interest rate swaps, caps, floors, collars and similar agreements.

"Investment" means, with respect to any person, any direct or indirect loan
or other extension of credit, advance, guarantee or capital contribution to (by
means of any transfer of cash or other property to others or any payment for
property or services for the account or use of others), or any purchase or
acquisition by such person of any Capital Stock, bonds, notes, debentures or
other securities or evidences of Indebtedness issued by, any other person. For
the purpose of making any calculations under the Indenture (i) Investment shall
include the person's proportionate share of the fair market value of the net
assets of any Restricted Subsidiary at the time that such Restricted Subsidiary
is designated an Unrestricted Subsidiary and shall exclude the person's
proportionate share of the fair market value of the net assets of any
Unrestricted Subsidiary that is designated a Restricted Subsidiary and (ii) any
property transferred to or from an Unrestricted Subsidiary shall be valued at
fair market value at the time of such transfer; provided that, in each case, the
fair market value of an asset or property shall be as determined by the Board of
Directors of the Company in good faith. For purposes of the Indenture, the
change in designation of a Restricted Subsidiary to an Unrestricted Subsidiary
shall be an Investment. "Investments" shall exclude extensions of trade credit
on commercially reasonable terms consistent with the normal course of business
of the Company and the Restricted Subsidiaries.

"Lien" means any mortgage, charge, pledge, lien (statutory or other),
security interest, hypothecation, assignment for security, claim, or preference
or priority or other encumbrance upon or with respect to any property of any
kind. A person shall be deemed to own subject to a Lien any property which such
person has acquired or holds subject to the interest of a vendor or lessor under
any conditional sale agreement, capital lease or other title retention
agreement.

"Moody's" means Moody's Investors Service, Inc. and its successors.

"Net Cash Proceeds" means, with respect to any Asset Sale, the proceeds
thereof in the form of cash or Cash Equivalents including payments in respect of
deferred payment obligations when received in the form of cash or Cash
Equivalents (except to the extent that such obligations are financed or sold
with recourse to the Company or any Restricted Subsidiary of the Company) net of
(i) brokerage commissions and other fees and expenses (including, without
limitation, fees and expenses of legal counsel and investment bankers) related
to such Asset Sale, (ii) provisions of all taxes payable as a result of such
Asset Sale, (iii) amounts required to be paid and which have been paid, or
amounts required to be pledged and which are pledged to repay or secure
Indebtedness owed to any person (other than the Company or any Restricted
Subsidiary of the Company) owning a beneficial interest in the assets subject to
the Asset Sale (which, in the case of a Lien, is being pledged to permanently
reduce Indebtedness secured by such Lien) and (iv) appropriate amounts to be
provided by the Company or any Restricted Subsidiary of the Company, as the case
may be, as a reserve required in accordance with GAAP consistently applied
against any liabilities associated with such Asset Sale and retained by the
Company or any Restricted Subsidiary of the Company, as the case may be, after
such Asset Sale, including, without limitation, pension and other
post-employment benefit liabilities, liabilities related to environmental
matters and liabilities under any indemnification obligations associated with
such Asset Sale, all as reflected in an Officers' Certificate delivered to the
Trustee.

"Pari Passu Indebtedness" means any Indebtedness of the Company that is
pari passu in right of payment to the Notes.

"Permitted Indebtedness" means

(1) 1Indebtedness of the Company under the Bank Credit Agreement in an
aggregate principal amount at any one time outstanding not to exceed
$225, 000, 000;

(2) 1Indebtedness of the Company (including, without limitation,
Indebtedness under the Bank Credit Agreement in excess of the $225,000,000
permitted in clause (1) above) that is intended to provide working capital
financing or financing for general corporate purposes as long as the incurrence
of such Indebtedness would not result in the aggregate outstanding Indebtedness
incurred pursuant to this clause (2) being in excess of (i) the sum of (x) 60%
of the net aggregate book value of inventory and (y) 85% of the aggregate book
value of all accounts and lease receivables (net of bad debt expense) of the
Company and its Restricted
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Subsidiaries on a consolidated basis, at the time such Indebtedness is incurred,
as determined in accordance with GAAP minus (ii) $225,000,000;

(3) 1Indebtedness of the Company pursuant to the Notes and Indebtedness of
any Subsidiary pursuant to a Guarantee;

(4) 1Indebtedness of the Company outstanding on the date of the Indenture
other than Indebtedness pursuant to clauses (1) and (12), (13) and (14) hereof;

(5) 1Interest Rate Protection Obligations of the Company covering
Indebtedness of the Company; provided, however, that (i) any Indebtedness to
which any such Interest Rate Protection Obligations relate bears interest at
fluctuating interest rates and is otherwise permitted to be incurred under this
covenant and (ii) the notional amount of any such Interest Rate Obligations does
not exceed the principal amount of the Indebtedness to which such Interest Rate
Obligations relates and which Indebtedness either is outstanding at the time the
Interest Rate Protection Obligation is incurred or such Indebtedness is incurred
within 90 days thereafter;

(6) Indebtedness of a Wholly Owned Restricted Subsidiary of the Company
issued to and held by (x) the Company or (y) another Wholly Owned Restricted
Subsidiary of the Company; provided, however, that any Indebtedness of a
Guarantor which is a Wholly Owned Restricted Subsidiary owing to a Wholly Owned
Restricted Subsidiary which is not a Guarantor shall be subordinated in right of
payment from and after such time as the obligations under the Guarantee by such
Wholly Owned Restricted Subsidiary shall become due and payable (whether at
Stated Maturity, by acceleration or otherwise) to the payment and performance of
such Wholly Owned Restricted Subsidiary's obligations under its Guarantee; and
provided, further, that (a) any disposition, pledge or transfer of any such
Indebtedness to a person (other than the Company or a Wholly Owned Restricted
Subsidiary) shall be deemed to be an incurrence of such Indebtedness by the
obligor not permitted by this clause; and (b) any transaction pursuant to which
a Wholly Owned Restricted Subsidiary, which has Indebtedness owing to the
Company or any other Wholly Owned Restricted Subsidiary, ceases to be a Wholly
Owned Restricted Subsidiary shall be deemed to be the incurrence of Indebtedness
by such Wholly Owned Restricted Subsidiary that is not permitted by this clause;

(7) 1Indebtedness of the Company issued to and held by a Wholly Owned
Restricted Subsidiary of the Company which is unsecured and subordinated in
right of payment from and after such time as the Notes shall become due and
payable (whether at a Stated Maturity, by acceleration or otherwise) to the
payment and performance of the Company's obligations under the Indenture and the
Notes; provided, however, that any subsequent transfer of such Indebtedness
(other than to the Company or a Wholly Owned Restricted Subsidiary) will be
deemed, in each case, to constitute the issuance of such Indebtedness by the
Company that is not permitted by this clause;

(8) 1Indebtedness of the Company or any Restricted Subsidiary incurred in
respect of performance bonds, surety bonds and bankers' acceptances provided in
the ordinary course of business;

(9) Indebtedness of the Company or any Restricted Subsidiary representing
Capitalized Lease Obligations or incurred in connection with the acquisition of
fixed assets useful and intended to be used in carrying on the business of the
Company or any such Restricted Subsidiary as long as the aggregate amount
outstanding of such Indebtedness incurred pursuant to this clause would not at
any time exceed $10,000,000;

(10) Indebtedness of the Company or any Restricted Subsidiary arising from
the honoring by a bank or other financial institution of a check, draft or
similar instrument inadvertently (except in the case of daylight overdrafts)
drawn against insufficient funds in the ordinary course of business; provided
that such Indebtedness is extinguished within five business days of incurrence;

(11) Indebtedness of the Company or any Restricted Subsidiary consisting of
guarantees, indemnities or obligations in respect of purchase price adjustments
in connection with the acquisition or disposition of assets permitted under the
Indenture;

(12) Indebtedness of the Company pursuant to the Existing Receivables
Financing;

(13) Indebtedness of the Company pursuant to an Incremental Receivables
Financing, so long as (i) at the time such Indebtedness is incurred and after

giving effect thereto, no Default or Event of Default has
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occurred and is continuing, and (ii) the aggregate amount of such Indebtedness
permitted under this clause (13) shall not exceed at any one time outstanding an
amount equal to (x) $50,000,000 minus (y) the aggregate amount outstanding under
the Existing Receivables Financing minus (z) the aggregate amount outstanding of
any Indebtedness consisting of an SPX Credit Lease Financing incurred pursuant
to clause (14) below;

(14) Indebtedness of SPX Credit Corporation pursuant to an SPX Credit Lease
Financing, so long as (i) at the time such Indebtedness is incurred and after
giving effect thereto, no Default or Event of Default has occurred and is
continuing, and (ii) the aggregate amount of such Indebtedness permitted under
this clause (14) shall not exceed at any one time outstanding an amount equal to
(X) $50,000,000 minus (y) the aggregate amount outstanding under the Existing
Receivables Financing minus (z) the aggregate amount outstanding of any
Indebtedness consisting of an Incremental Receivables Financing incurred
pursuant to clause (13) above;

(15) (i) Indebtedness of the Company, the proceeds of which are used solely
to refinance (whether by amendment, renewal, extension or refunding)
Indebtedness of the Company (including all or a portion of the Notes) or any of
its Restricted Subsidiaries and (ii) Indebtedness of any Restricted Subsidiary
of the Company the proceeds of which are used solely to refinance (whether by
amendment, renewal, extension or refunding) Indebtedness of such Restricted
Subsidiary, in each case outstanding on the Issue Date and other than the
Indebtedness to be refinanced, redeemed or retired as described under "Use of
Proceeds" herein; provided, however, that (A) the principal amount of
Indebtedness incurred pursuant to this clause (15) (or, if such Indebtedness
provides for an amount less than the principal amount thereof to be due and
payable upon a declaration of acceleration of the maturity thereof, the original
issue price of such Indebtedness) shall not exceed the sum of the principal
amount of Indebtedness so refinanced (or, if the Indebtedness so refinanced
provides for an amount less than the principal amount thereof to be due and
payable upon a declaration of acceleration of the maturity thereof, the original
issue price of such Indebtedness plus any accretion value attributable thereto
since the original issuance of such Indebtedness) plus the amount of any premium
required to be paid in connection with such refinancing pursuant to the terms of
such Indebtedness or the amount of any premium reasonably determined by the
Company as necessary to accomplish such refinancing by means of a tender offer
or privately negotiated purchase, plus the amount of expenses in connection
therewith and (B) in the case of any refinancing of Indebtedness that is not
Senior Indebtedness, (1) such new Indebtedness is made subordinated to the Notes
in the same manner and at least to the same extent as the Indebtedness being
refinanced and (2) such new Indebtedness has an Average Life to Stated Maturity
and final Stated Maturity of principal that equals or exceeds the Average Life
to Stated Maturity and final Stated Maturity of principal, respectively, of the
Indebtedness being refinanced;

(16) Indebtedness of the Company (including, without limitation,
Indebtedness under the Bank Credit Agreement in excess of the amount permitted
by clauses (1) and (2) above) in addition to that described in clauses (1)
through (15) above not to exceed $25,000,000 outstanding at any time in the
aggregate; or

(17) Indebtedness of any Restricted Subsidiary of the Company pursuant to a
guarantee of the obligations of the Company under the Bank Credit Agreement.

Any accounts or lease receivables used for the purposes of computing the
amount of available Indebtedness under clause (2) above shall not be used or
pledged in connection with the incurrence of Indebtedness under clauses (12),
(13) and (14) above and vice versa.

"Permitted Investment" means any of the following: (i) Investments by the
Company or any Wholly Owned Restricted Subsidiary of the Company in another
person, if as a result of such Investment such other person is merged or
consolidated with or into, or transfers or conveys all or substantially all of
its assets to the Company or such Wholly Owned Restricted Subsidiary; (ii)
Investments in short-term obligations of, or fully guaranteed by, the United
States of America; (iii) Investments in commercial paper rated "P-1" or better
by Moody's or "A-1" or better by S&P; (iv) Investments in certificates of
deposit issued by and time deposits with commercial banks (whether domestic or
foreign) having capital and surplus in excess of $100,000,000; (v) Investments
in any mutual fund organized under the Investment Company Act of 1940 or money
market fund organized under the laws of the United States of America or any
state thereof which invests only in instruments described in clause (ii), (iii)
or (iv) above or (vii) below; (vi) Investments representing Capital
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Stock or obligations issued to the Company or any of its Restricted Subsidiaries
in settlement of claims against any other person by reason of a composition or
readjustment of debt or a reorganization of any debtor of the Company or of such
Restricted Subsidiary; (vii) Investments in Cash Equivalents; (viii) loans and
advances to employees and officers of the Company and its Restricted
Subsidiaries made in compliance with clause (ii) of the second sentence under
the covenant "--Limitation on Transactions with Affiliates" described above;
(ix) Investments by the Company or a Wholly Owned Restricted Subsidiary in the
Capital Stock of a Wholly Owned Restricted Subsidiary; (x) Investments in any of
the Notes; (xi) receivables owing to the Company or any Restricted Subsidiary
created in the ordinary course of business; and (xii) Investments in any person
in addition to that described in clauses (i) through (xi) of this definition of
"Permitted Investments" not to exceed $10,000,000 in the aggregate at any time
outstanding.

"person" means any individual, corporation, limited liability company,
partnership, joint venture, association, joint-stock company, trust,
unincorporated organization or government or any agency or political subdivision
thereof.

"Preferred Stock" means, with respect to any person, any and all shares,
interests, participations or other equivalents (however designated) of such
person's preferred or preference stock whether now outstanding or issued after
the Issue Date, and including, without limitation, all classes and series of
preferred or preference stock of such person.

"Public Equity Offering" means an underwritten public offering of Capital
Stock of the Company pursuant to a registration statement that has been declared
effective by the Commission pursuant to the Securities Act (other than a
registration statement on Form S-8 or any successor form thereto or otherwise
relating to equity securities issuable under any employee benefit plan of such
corporate entity); provided that the gross proceeds to the Company therefrom are
at least $50,000,000.

"Redeemable Capital Stock" means any class or series of Capital Stock that,
either by its terms, by the terms of any security into which it is convertible
or exchangeable or by contract or otherwise, is, or upon the happening of an
event or passage of time would be, required to be redeemed prior to any Stated
Maturity of the Notes or is redeemable at the option of the holder thereof at
any time prior to any Stated Maturity of the Notes, or, at the option of the
holder thereof, is convertible into or exchangeable for debt securities at any
time prior to any Stated Maturity of the Notes.

"Restricted Payment" has the meaning set forth under "--Limitation on
Restricted Payments" covenant above.

"Restricted Subsidiary" means any Subsidiary of the Company other than an
Unrestricted Subsidiary.

"SPX Credit Lease Financings" means secured or unsecured obligations of SPX
Credit Corporation which are in the nature of sales or pledges of undivided
interests in a pool of leases of SPX Credit Corporation (including any such
leases which have been transferred to SPX Credit Corporation by the Company or
any of its other Subsidiaries in the ordinary course of business consistent with
past practices) and which are (a) non-recourse to the Company and its other
Subsidiaries, (b) otherwise incurred on commercially reasonable terms and
conditions for similar financing transactions and negotiated on an arm's-length
basis from an unaffiliated lender and (c) permitted under clause (14) of the
definition of Permitted Indebtedness.

"S&P" means Standard & Poor's Corporation and its successors.

"Senior Indebtedness" means the principal of, premium, if any, and interest
on any Indebtedness of the Company, whether outstanding on the Issue Date or
thereafter created, incurred or assumed, unless, in the case of any particular
Indebtedness, the instrument creating or evidencing the same or pursuant to
which the same is outstanding expressly provides that such Indebtedness shall
not be senior in right of payment to the Notes. Without limiting the generality
of the foregoing, "Senior Indebtedness" shall also include all obligations of
the Company, whether outstanding on the Issue Date or thereafter created,
incurred or assumed, under or in respect of the Bank Credit Agreement, whether
for principal, interest (including interest accruing after the filing of a
petition initiating any proceeding under any state, federal or foreign
bankruptcy laws whether or not allowable in such proceeding), reimbursement of
amounts drawn under letters of credit issued or arranged for pursuant thereto,
obligations owed to the Banks with respect to Interest Rate Protection
Obligations incurred to satisfy the requirements of the Bank Credit Agreement or
otherwise and
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reimbursement of other amounts, guarantees in respect thereof, and all charges,
fees, expenses and other amounts in respect of the Bank Credit Agreement
incurred by the Banks in respect of the Bank Credit Agreement. Notwithstanding
the foregoing, "Senior Indebtedness" shall not include (a) Indebtedness
evidenced by the Notes, (b) Indebtedness that is expressly subordinate or junior
in right of payment to any Indebtedness of the Company, (c) Indebtedness which,
when incurred and without respect to any election under Section 1111(b) of Title
11, United States Code, is by its terms without recourse to the Company, (d) any
repurchase, redemption or other obligation in respect of Redeemable Capital
Stock, (e) to the extent it might constitute Indebtedness, amounts owing for
goods, materials or services purchased in the ordinary course of business or
consisting of trade payables or other current liabilities (other than any
current liabilities owing under the Bank Credit Agreement or the current portion
of any long-term Indebtedness which would constitute Senior Indebtedness but for
the operation of this clause (e)), (f) to the extent it might constitute
Indebtedness, amounts owed by the Company for compensation to employees or for
services rendered to the Company, (g) to the extent it might constitute
Indebtedness, any liability for federal, state, local or other taxes owed or
owing by the Company, (h) Indebtedness of the Company to a Subsidiary of the
Company or any other Affiliate of the Company or any of such Affiliate's
Subsidiaries and (i) that portion of any Indebtedness which at the time of
issuance is issued in violation of the Indenture.

"Significant Subsidiary" shall have the same meaning as in Rule 1.02(v) of
Regulation S-X under the Securities Act, provided that each Guarantor shall in
all events be deemed a Significant Subsidiary.

"Stated Maturity" means, when used with respect to any Note or any
installment of interest thereon, the date specified in such Note as the fixed
date on which any principal of such Note or such installment of interest is due
and payable, and when used with respect to any other Indebtedness or any
installments of interest thereon, means any date specified in the instrument
governing such Indebtedness as the fixed date on which the principal of such
Indebtedness, or such installment of interest thereon, is due and payable.

"Subordinated Indebtedness" means, with respect to the Company,
Indebtedness of the Company which is expressly subordinated in right of payment
to the Notes or, with respect to any Guarantor, Indebtedness of such Guarantor
which is expressly subordinated in right of payment to the Guarantee of such
Guarantor.

"Subsidiary" means, with respect to any person, (i) a corporation a
majority of whose Voting Stock is at the time, directly or indirectly, owned by
such person, by one or more Subsidiaries of such person or by such person and
one or more Subsidiaries of such person and (ii) any other person (other than a
corporation), including, without limitation, a joint venture or partnership, in
which such person, one or more Subsidiaries of such person or such person and
one or more Subsidiaries of such person, directly or indirectly, at the date of
determination thereof, has at least a majority ownership interest entitled to
vote in the election of directors, managers or trustees thereof (or other person
performing similar functions). For purposes of this definition, any directors'
qualifying shares or investments by foreign nationals mandated by applicable law
shall be disregarded in determining the ownership of a Subsidiary.

"Treasury Rate" means the yield to maturity at the time of computation of
United States Treasury securities with a constant maturity (as compiled and
published in the most recent Federal Reserve Statistical Release H.15(519) which
has become publicly available at least two business days prior to the date fixed
for redemption of the Notes following a Change of Control (or, if such
Statistical Release is no longer published, any publicly available source of
similar market data)) most nearly equal to the then remaining Average Life to
Stated Maturity of the Notes; provided, however, that if the Average Life to
Stated Maturity of the Notes is not equal to the constant maturity of a United
States Treasury security for which a weekly average yield is given, the Treasury
Rate shall be obtained by linear interpolation (calculated to the nearest
one-twelfth of a year) from the weekly average yields of United States Treasury
securities for which such yields are given, except that if the Average Life to
Stated Maturity of the Notes is less than one year, the weekly average yield on
actually traded United States Treasury securities adjusted to a constant
maturity of one year shall be used.

"Unrestricted Subsidiary" means any Subsidiary of the Company designated as
such by the Company (a) no portion of the Indebtedness or any other obligation
(contingent or otherwise) of which (i) is guaranteed by the Company or any other
Subsidiary of the Company, (ii) is recourse to or obligates the Company or any
other Subsidiary of the Company in any way or (iii) subjects any property or
asset of the Company or any other Subsidiary of the Company, directly or
indirectly, contingently or otherwise, to the
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satisfaction thereof, (b) which has no Indebtedness or any other obligation
that, if in default in any respect (including a nonpayment default), would
permit (upon notice, lapse of time or both) any holder of any other Indebtedness
of the Company or any Restricted Subsidiary to declare a default on such other
Indebtedness or cause the payment thereof to be accelerated or payable prior to
its Stated Maturity, (c) with which the Company or any other Subsidiary of the
Company has no contract, agreement, arrangement, understanding or is subject to
an obligation of any kind, whether written or oral, other than a transaction on
terms no less favorable to the Company or any other Subsidiary of the Company
than those which might be obtained at the time from persons at arm's length who
are not Affiliates of the Company, and (d) with which neither the Company nor
any other Subsidiary of the Company has any obligation (other than by the terms
of the Indenture) (i) to subscribe for additional shares of Capital Stock or
other equity interest therein or (ii) to maintain or preserve such Subsidiary's
financial condition or to cause such Subsidiary to achieve certain levels of
operating results; provided, however, that in no event shall any Guarantor be an
Unrestricted Subsidiary. The Company may designate an Unrestricted Subsidiary as
a Restricted Subsidiary by written notice to the Trustee under the Indenture;
provided, however, that the Company shall not be permitted to designate any
Unrestricted Subsidiary as a Restricted Subsidiary unless (A) after giving pro
forma effect to such designation, the Company would be permitted to incur $1.00
of additional Indebtedness (other than Permitted Indebtedness) under the
Indenture and (B) any Indebtedness or Liens of such Unrestricted Subsidiary
would be permitted to be incurred by a Restricted Subsidiary of the Company
under the Indenture. A designation of an Unrestricted Subsidiary as a Restricted
Subsidiary may not thereafter be rescinded.

"Voting Stock" means any class or classes of Capital Stock pursuant to
which the holders thereof have the general voting power under ordinary
circumstances to elect at least a majority of the board of directors, managers
or trustees of any person (irrespective of whether or not, at the time, stock of
any other class or classes shall have, or might have, voting power by reason of
the happening of any contingency).

"Wholly Owned Restricted Subsidiary" means (i) any Restricted Subsidiary of
the Company of which 100% of the outstanding Capital Stock is owned by the
Company or another Wholly Owned Restricted Subsidiary of the Company and (ii)
SPT. For purposes of this definition, any directors' qualifying shares or
investments by foreign nationals mandated by applicable law shall be disregarded
in determining the ownership of a Restricted Subsidiary.

UNDERWRITING

The Underwriters named below have severally agreed to purchase from the
Company the principal amount of Notes set forth opposite their respective names:

PRINCIPAL

UNDERWRITER AMOUNT
Merrill Lynch, Pierce, Fenner & Smith

INCOrporated. . ov vttt e e $195, 000, 000
Donaldson, Lufkin & Jenrette Securities Corporation............. 39,000, 000
Wertheim Schroder & Co. Incorporated..........coviiiininiinnnnnns 26,000,000

o 1= $260, 000, 000

The purchase agreement between the Company and the several Underwriters
provides that the obligations of the Underwriters are subject to certain
conditions precedent and that the Underwriters will be obligated to purchase all
of the Notes if any are purchased.

The Underwriters have advised the Company that they propose initially to
offer the Notes to the public at the offering price set forth on the cover page
of this Prospectus, and in part to certain dealers at such price less a
concession not in excess of .25% of the principal amount of the Notes. The
Underwriters may allow, and such dealers may reallow, a discount not in excess
of .125% of the principal amount of the Notes to certain other dealers. After
the initial public offering of the Notes, the public offering price, concession
and discount may be changed.
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There is no public market for the Notes and the Company does not intend to
apply for listing of the Notes on any national securities exchange or for
quotation of the Notes on Nasdaq. The Company has been advised by the
Underwriters that, following the completion of the initial offering of the
Notes, the Underwriters presently intend to make a market in the Notes; however,
the Underwriters are not obligated to do so and may discontinue such
market-making activity at any time without notice. No assurance can be given as
to the liquidity of the trading market for the Notes or that an active public
market for the Notes will develop. If an active public market does not develop,
the market price and liquidity of the Notes may be adversely affected. See
"Investment Considerations--Absence of Public Market."

The Company has agreed to indemnify the Underwriters against certain
liabilities, including civil liabilities under the Securities Act of 1933, as
amended (the "Act"), and, under certain circumstances, to contribute to payments
that the Underwriters may be required to make in respect thereof.

Merrill Lynch, Pierce, Fenner & Smith Incorporated and its affiliates have
from time to time provided investment banking services to the Company, including
acting as a financial advisor in connection with the SPT Purchase.

LEGAL MATTERS

The validity of the Notes offered hereby will be passed upon for the
Company by Gardner, Carton & Douglas, Chicago, Illinois. Certain legal matters
will be passed upon for the Underwriters by Skadden, Arps, Slate, Meagher &
Flom, Chicago, Illinois. Peter H. Merlin, a partner of Gardner, Carton &
Douglas, is a director of the Company. Skadden, Arps, Slate, Meagher & Flom also
represented the Company in connection with the SPT Purchase and certain related
matters.

EXPERTS

The audited financial statements and schedules included or incorporated by
reference in this Prospectus have been audited by Arthur Andersen & Co.,
independent public accountants, as indicated in their reports with respect
thereto, and are included herein in reliance upon the authority of said firm as
experts in giving said reports.

AVAILABLE INFORMATION

The Company is subject to the informational requirements of the Securities
Exchange Act of 1934, as amended (the "Exchange Act"), and in accordance
therewith files reports, proxy statements and other information with the
Securities and Exchange Commission (the "Commission"). Such reports, proxy
statements and other information filed by the Company can be inspected and
copied at the public reference facilities maintained by the Commission at Room
1024, Judiciary Plaza, 450 Fifth Street, N.W., Washington, D.C. 20549 and at the
following regional offices of the Commission: 14th Floor, Northwestern Atrium
Center, 500 West Madison Street, Chicago, Illinois 60661; and 13th Floor, Seven
wWorld Trade Center, New York, New York 10048. Copies of such material can be
obtained at prescribed rates from the Public Reference Section of the Commission
at 450 Fifth Street, N.W., Washington, D.C. 20549. Such reports, proxy
statements and other information also can be inspected at the offices of The New
York Stock Exchange, Inc., 20 Broad Street, New York, New York 10005, and at the
offices of the Pacific Stock Exchange, 301 Pine Street, San Francisco,
California 94104 and 618 South Spring Street, Los Angeles, California 90014.

The Company has filed with the Commission a registration statement on Form
S-3 (together with all amendments, the "Registration Statement") under the Act
with respect to the Notes. This Prospectus, which constitutes a part of the
Registration Statement, does not contain all of the information set forth in the
Registration Statement, certain parts of which are omitted in accordance with
the rules and regulations of the Commission. Statements made in this Prospectus
as to the contents of any contract, agreement or other document referred to are
not necessarily complete; with respect to each such contract, agreement or other
document filed as an exhibit or schedule to the Registration Statement,
reference is made to the exhibit or
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schedule, as applicable, for a more complete description of the matter involved,
and each such statement shall be deemed qualified in its entirety by such
reference. For further information pertaining to the Company and the Notes,
reference is made to the Registration Statement and the exhibits and schedules
thereto, which may be examined or copied at the locations described above.

For California Residents: with respect to sales of the security being
offered hereby to California residents, such security may be sold only to: (1)
"Accredited Investors" within the meaning of Regulation D under the Securities
Act of 1933, (2) Banks, savings and loan associations, trust companies,
insurance companies, investment companies registered under the Investment
Company Act of 1940, pension or profit-sharing trusts, corporations or other
entities which, together with the corporation's or other entity's affiliates
which are under common control have a net worth on a consolidated basis
according to their most recent regularly prepared financial statements (which
shall have been reviewed, but not necessarily audited, by outside accountants)
of not less than $14 million and subsidiaries of the foregoing, or (3) Any
person (other than a person formed for the sole purpose of purchasing the
security being offered hereby) who purchases at least $1 million aggregate
amount of the security offered hereby. Each California resident purchasing the
security offered hereby will be deemed to represent by such purchase that it
comes within one of the aforementioned categories.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The Company's Annual Report on Form 10-K for the year ended December 31,
1993 (as amended by Form 10-K/A filed on May 10, 1994), the Company's Quarterly
Report on Form 10-Q for the fiscal quarter ended March 31, 1994 and the
Company's Current Report on Form 8-K filed on May 26, 1994, which were
previously filed by the Company with the Commission under the Exchange Act, are
incorporated herein by reference.

All documents filed by the Company pursuant to Sections 13(a), 13(c), 14 or
15(d) of the Exchange Act after the date of this Prospectus and prior to the
termination of the Offering shall be deemed to be incorporated by reference in
this Prospectus and to be a part hereof from the respective dates of filing of
such documents.

Any statement contained in a document incorporated or deemed to be
incorporated herein by reference, or contained in this Prospectus, shall be
deemed to be modified or superseded for purposes of this Prospectus to the
extent that a statement contained herein or in any subsequently filed document
which also is or is deemed to be incorporated herein by reference modified or
superseded such statement. Any such statement so modified or superseded shall
not be deemed, except as so modified or superseded, to constitute a part of this
Prospectus.

The Company will provide without charge to each person to whom a copy of
this Prospectus is delivered, upon the written or oral request of such person, a
copy of any or all of the documents referred to above which have been or may be
incorporated by reference in this Prospectus, other than certain exhibits to
such documents. Requests should be directed to James M. Sheridan, Vice
President, Administration and General Counsel, SPX Corporation, 700 Terrace
Point Drive, Muskegon, Michigan 49443, (616) 724-5000.

68



70
SPX CORPORATION AND SUBSIDIARIES

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

SPX CORPORATION AND SUBSIDIARIES
Report of Independent Public ACCOUNTANES. .. ...ttt it e s
Audited Consolidated Financial Statements--
Consolidated Balance Sheets--December 31, 1993 and 1992.......... ..t iirrnnnnnn
Consolidated Statements of Income for the three years ended December 31, 1993...
Consolidated Statements of Shareholders' Equity for the three years ended
December 31, 1008, ... ittt e e
Consolidated Statements of Cash Flows for the three years ended December 31,
L 1
Notes to Consolidated Financial Statements.............iiiiiiiiiinnnnnrernnns
Unaudited Consolidated Financial Statements--
Consolidated Condensed Balance Sheets--March 31, 1994 and
December 31, 1993 (unaudited)........... it i e
Consolidated Condensed Statements of Income for the three months ended March 31,
1994
and 1993 (UNAUALIEEA) v v vttt ittt ittt s
Consolidated Condensed Statements of Cash Flows for the three months ended March
31, 1994 and 1993 (unaudited)........uuui it i e e
Notes to Consolidated Condensed Financial Statements (unaudited)................
SEALED POWER TECHNOLOGIES LIMITED PARTNERSHIP AND SUBSIDIARIES
Report of Independent Public AcCoOUNtaNtS. .. .uutiiiiin it ettt
Consolidated Balance Sheets--December 31, 1993 and 1992..........iiiiiiriinnnnnnnnn
Consolidated Statements of Operations for the three years ended December 31,

S
Consolidated Statements of Partners' Capital for the three years ended December 31,

L L
Consolidated Statements of Cash Flows for the three years ended December 31,

L L

Notes to Consolidated Financial Statements..............ii e
Schedules omitted
No schedules are submitted because they are not applicable or not required or because
the required information is included in the consolidated financial statements or
notes thereto.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders and Board of Directors of
SPX Corporation:

We have audited the accompanying consolidated balance sheets of SPX
CORPORATION (a Delaware corporation) AND SUBSIDIARIES as of December 31, 1993
and 1992, and the related consolidated statements of income, shareholders'
equity and cash flows for each of the three years in the period ended December
31, 1993. These financial statements are the responsibility of the company's
management. Our responsibility is to express an opinion on these financial
statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly,
in all material respects, the financial position of SPX Corporation and
subsidiaries as of December 31, 1993 and 1992, and the results of their
operations and their cash flows for each of the three years in the period ended
December 31, 1993, in conformity with generally accepted accounting principles.

As discussed in Note 2 to the consolidated financial statements, effective
January 1, 1993, the company changed its method of accounting for its Employee
Stock Ownership Plan and Sealed Power Technologies Limited Partnership changed
its method of accounting for postretirement benefits other than pensions and
effective January 1, 1992, the company changed its methods of accounting for
postretirement benefits other than pensions and for income taxes.

ARTHUR ANDERSEN & CO.
Chicago, Illinois,
March 25, 1994.
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SPX CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

CURRENT ASSETS:
Cash and temporary cash investments............. .. i
Receivables (NOte 12) . ... .uiu ittt ees
Lease finance receivables-current portion (Note 21)..............
Inventories (NOte 18) ... u it niiii it i it
Deferred income tax asset and refunds (Note 14)..................
Prepaid and other current assets..........c.iiiiiinnnnnnans

Total cUrrent asSetS. ...ttt ittt
INVESTMENTS (NOTE d5) .t vt iiiitnn ettt et et i i i nanans
PROPERTY, PLANT, AND EQUIPMENT, at cost (Note 16)............vvvuun

Less: Accumulated depreciation............oviiiiirnininnnnnnns

Net property, plant, and equipment......... ..o,
OTHER ASSET S . i ittt ittt ittt ittt it it e snas
LEASE FINANCE RECEIVABLES -- LONG-TERM (Note 21)........uvuivunnnnnn
COSTS IN EXCESS OF NET ASSETS OF BUSINESSES ACQUIRED (Note 17).....

TOTAL ASSETS. . ittt ittt it it s i s s s s

CURRENT LIABILITIES:
Notes payable and current maturities of long-term debt (Note

Accounts payable. .. ... ... e e
Accrued liabilities (NOte 27)....... ittt
Income taxes payable (Note 14)........uiiiiiiiiiiiiiininnnnnnnans

Total current liabilities.........uuiiiinnnnn e nnnnns
LONG-TERM LIABILITIES (NOTE€ Z0) ..t uiiinnn ettt eennnnnnnnnnssns
SPT EQUITY LOSSES IN EXCESS OF INVESTMENT (Note 5)...........cuuuun
DEFERRED INCOME TAXES (NOte 14)..... ..ttt
COMMITMENTS AND CONTINGENCIES (Note 18)......cuvviiiiiinnirinnnnnnns
LONG-TERM DEBT (NOtE 10) ...t it iiiiiiinnnn st
SHAREHOLDERS' EQUITY:

Preferred stock, no par value, authorized 3,000,000 shares; no
shares issued (NOTE 20). ...ttt
Common stock, $10 par value, authorized 50,000,000 shares; issued
15,555,835 in 1993 and 15,535,978 in 1992 (Note 20)...........
Paid in capital. . ... e
Retained  arNingS . .. .vuuiii i ittt

LESS: Common stock held in treasury (Note 20)..........c0ouvvivnnnnn
Unearned compensation -- ESOP (Note 10)..............c0uu..
Minority interest (NOte 9)...... .t
Cumulative translation adjustments............ovviiiivnnnnn

Total shareholders' equity..... .. iinnnns

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY........tttiununnnnnnnnns

DECEMBER 31

(DOLLARS IN THOUSANDS)

$ 117,843
123,081
33,834
159,223
54,489
29,726
$ 518,196
13, 446
$ 367,832
169, 687
$ 198,145
39, 452
51,013
204,149

$ 093,975
62,968
229,998
11,864
$ 398,805
123,235

20,787

336,187

$ 234,766
50, 000
35,900

1,080
2,399

The accompanying notes are an integral part of these statements.
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$ 9,729
84,931
171,622
18, 601
22,796
$307, 679
2,156
$218,105
101,310
$116, 795
38,835

$ 13,999
49,956
54,177

7,375

$125, 507
18,931
15,904
54,176

160, 320

155, 360
60,199
65,732

$281,291
50, 000
44,181
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SPX CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

YEARS ENDED DECEMBER 31

(DOLLARS IN THOUSANDS, EXCEPT
PER SHARE AMOUNTS)

1993 1992

REVENUES (NOtE 3) ..ttt iiiiie e iiiiieee s $ 756,145 $ 801,169
COSTS AND EXPENSES:

Cost of products sold...........iiiiiiiinnnnnnnnn 508,032 533,169

Selling, general, and administrative expense....... 207,607 209, 945

Other expense, nNet............ ittt nnnnnrnnn 7,524 6,594

Restructuring and special charges (Note 9)......... 27,500 --

SPT equity losses (NOte 5)......vviiiininnnnnnnnns 26,845 2,407

SP Europe equity 1loss (Note 15).......cviinnnnnnnn 21,500 --
OPERATING INCOME (LOSS) ..t v v v i it $ (42,863) $ 49,054

Interest expense, Net.........uvuvinrnenennnnenenns 17,882 15,061

(Gain) on sale of businesses (Note 6).............. (105, 400) --
INCOME (LOSS) BEFORE INCOME TAXES AND CUMULATIVE

EFFECT OF CHANGE IN ACCOUNTING METHODS AND

EXTRAORDINARY LOSS. ... ittt ittt it i e $ 44,655 $ 33,993
PROVISION (BENEFIT) FOR INCOME TAXES (Note 14)....... $ 29,455 $ 13,433
INCOME (LOSS) BEFORE CUMULATIVE EFFECT OF CHANGE IN

ACCOUNTING METHODS AND EXTRAORDINARY LOSS.......... $ 15,200 $ 20,560
CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING METHODS,

NET OF TAXES (NOT@ 2) v vttvrnnrnnennennennennnnnns $ (31,800) $ (5,700)
EXTRAORDINARY LOSS, NET OF TAXES (Note 8)............ $ (24,000) $ --
NET INCOME (LOSS) .t 'ttt eeie et iie et eineeiineennnnnn $ (40,600) $ 14,860
INCOME (LOSS) PER SHARE OF COMMON STOCK:

Before cumulative effect of change in accounting

methods and extraordinary loss.................. $ 1.20 $ 1.48
Cumulative effect of change in accounting methods,
net of taXesS. ...ttt i i s (2.52) (0.41)

Extraordinary loss, net of taxes................... (1.90) --

Net income (LOSS) . vt v v it ittt nnieeeens $ (3.22) $ 1.07
Weighted average number of common shares outstanding

QT o= 12,604, 000 13,856, 000

The accompanying notes are an integral part of these statements.
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$ 673,468

461,626
193,943
3,046
18,200
8,532

$ (11,879)
16,853

(7,172)

13,828,000
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SPX CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

PREVIOUSLY REPORTED BALANCE, DECEMBER 31, 1990.....
1989 and 1990 restatement (Note 5)...............

Cash dividends ($.70 per share)..................
Earned ESOP shares.........oviiiiiiininnnnns
Tax benefit on dividends paid to ESOP trust......
Translation adjustment............ ..o
Vesting of restricted stock............oovvvinn.
Issuance of restricted stock.....................

BALANCE, DECEMBER 31, 1991......... it vnrnnrnnn
Net dncome. ... ... it i i e s
Cash dividends ($.40 per share)..................
Net shares sold under stock option plans.........
Earned ESOP shares.........cvviiiiinnnnnnnnen.s
Tax benefit on dividends paid to ESOP trust......
Translation adjustment..............cciiiiinnnnn..
Vesting of restricted stock................ ... ...

Cash dividends ($.40 per share).............ovuun
Net shares sold under stock option plans.........
Earned ESOP shares............iiiiiiiiiiiinnnn..
Tax benefit on dividends paid to ESOP trust......
Minority interest in SP EUrOpe.........cvovvuunnnn.
Translation adjustment.............cciiiiiinnnnnn.
Cumulative effect of change in ESOP accounting
method, net of taxes (Note 2).................
Vesting of restricted stock............... ... ...

BALANCE, DECEMBER 31, 1993............. it

COMMON STOCK
$10 PAR VALUE

PAID IN
CAPITAL

RETAINED
EARNINGS OTHER

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

$ 154,585

$ 154,705

655

$ 155,360

198

$ 59,976

The accompanying notes are an integral part of these statements.
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$ 93,453  $(91,530)
(6,378) --

$ 87,075  $(91,530)
(21,560) --

(9,679) --

-- 1,823
378 --

-- (492)

-- 113

-- (152)

$ 56,214  $(90,238)
14,860 --

(5,541) --

-- 2,044
199 --

-- (7,742)

-- 135

$ 65,732  $(95,801)
(40, 600) --

(5,040) --

-- 3,046
190 --

-- (1,080)

-- (779)

-- 5,100

-- 135
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SPX CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES: (Note 22)............

CASH FLOWS FROM INVESTING ACTIVITIES:

Payments for purchase of Miller ToOlsS..........cvvuiuunnnnnn.
Investment AN SPT. ...t et s
Investment in SP EUIOPE. ..ttt ittt ittt e
Investment In RSV. ...ttt e et
Payments for purchase of ATP and AGL..........ovviiuinnnn.
Payments for purchase of Lowener GmbH......................
Net proceeds from sale of SPR division................uu...
Net proceeds from sale of Truth division...................
Capital expenditures.........cciiiiiiiii i,
Sale of property, plant and equipment, net.................

Net cash provided (used) for investing activities..........

CASH FLOWS FROM FINANCING ACTIVITIES:

Net (payments) borrowings under line of credit agreement...

Long-term bOrrowingS. . ..ttt e,

Payments of long-term debt.............. .. oo i i,

Increase (decrease) in notes payable and current maturities
of long-term debt. ... ...t

Dividends paid. .. ...t e

Net cash provided (used) for financing activities..........
Net cash provided (USEd). ...ttty
Effect of exchange rate changes on cash....................
Net increase (decrease) in cash and temporary cash
investments. ...
Cash and temporary cash investments, beginning of period...
Cash and temporary cash investments, end of period.........
Supplemental disclosure of cash flows information:

Cash payments for interest...........ciiiiiiinnnnnn
Cash payments (refunds), net for income taxes............

The accompanying notes are an integral part of these statements.
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YEARS ENDED DECEMBER 31

(IN THOUSANDS)

$ 25,285

(19, 900)

(101, 957)
(7,014)
117,516
71,562
(15,116)
(797)

$(17,000)
19,937
(12, 207)
53,283
(5,040)

9,729

$ 18,347
$ 40,454

$ 67,489

1,169

$(19,000)

(16,544)

(2,141)
(5,541)
11,140

$ 16,124
$ 110

$ 67,449

$(12,100)
(5,000)
(1,272)

(19, 428)
2,874

$(20,000)

(4,493)
244

(9,679)

$ 16,425
$ (2,040)
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SPX CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 1993

(1) BASIS OF PRESENTATION AND SUMMARY OF ACCOUNTING POLICIES

The accounting and financial policies which affect significant elements of
the consolidated financial statements of SPX Corporation (the "company") and
which are not apparent on the face of the statements, or in other notes to the
consolidated financial statements, are described below.

Restatement -- As a result of the company's purchase of Riken Corporation's
interest in Sealed Power Technologies Limited Partnership ("SPT") as of
December 31, 1993, prior years' consolidated financial statements have been
restated to reflect the company's 49% share of SPT's earnings or losses for
prior years (see Note 5).

Consolidation -- The consolidated financial statements include the accounts
of the company and all of its majority-owned subsidiaries after the
elimination of all significant intercompany accounts and transactions.

Foreign Currency Translation -- Translation of significant subsidiaries
results in unrealized translation adjustments being reflected as cumulative
translation adjustment in shareholders' equity.

Lease Finance Income Recognition -- The company's lease financing operation,
SPX Credit Corporation, uses the direct financing method of accounting for
leases. Under this method, the excess of future lease payments and estimated
residual value over the cost of equipment leased is recorded as unearned
income and is recognized over the life of the lease by the effective
interest method.

Deferred Service Revenue -- Revenue from service contracts and long-term
maintenance arrangements has been deferred and will be recognized as revenue
on a pro rata basis over the agreement periods.

Research and Development Costs -- The company expenses currently all costs
for development of products. Research and developments costs were $17.6
million in 1993, $14.7 million in 1992, and $13.1 million in 1991.

Earnings Per Share -- Primary earnings per share is computed by dividing net
income by the weighted average number of common shares outstanding. Common
shares outstanding includes issued shares less shares held in treasury and,
in 1993, unallocated and uncommitted shares held by the ESOP trust. The
exclusion of unallocated and uncommitted shares held by the ESOP trust in
1993 is due to the company's adoption of Statement of Position 93-6 (see
Note 2). Prior to 1993, unallocated and uncommitted shares held by the ESOP
trust were included in weighted average number of common shares outstanding
used for calculating earnings per share. Average weighted unallocated and
uncommitted shares in the ESOP trust were 1,361,000 shares at the end of
1992 and 1,476,000 shares at the end of 1991. The potential dilutive effect
from the exercise of stock options is not material.

(2) CHANGES IN ACCOUNTING METHODS

In 1993 and 1992, the company adopted three new accounting methods relating
to its Employee Stock Ownership Plan ("ESOP"), postretirement benefits, and
income taxes. The effect of the change to these new accounting methods has been
reflected in the consolidated statements of income as "Cumulative effect of
change in accounting methods, net of taxes."

Effective January 1, 1993, the company elected to adopt new accounting for
its ESOP in accordance with Statement of Position 93-6 of the Accounting
Standards Division of the American Institute of Certified Public Accountants,
issued in November of 1993. As part of this change, the company recorded a one
time cumulative charge of $5.1 million pretax, or $3.3 million after tax. This
charge recognizes the cumulative difference of expense since the inception of
the ESOP until January 1, 1993 to reflect the shares allocated method of
accounting for ESOPs. As the company adopted this accounting change in the
fourth quarter of 1993, previously reported 1993 quarterly information has been
restated to reflect the change effective January 1, 1993. See Note 10 for
further discussion of the effect of this change.

Effective January 1, 1993, SPT adopted Statement of Financial Accounting
Standards (SFAS) No. 106 -- "Employers' Accounting for Postretirement Benefits
Other Than Pensions", using the immediate recognition transition option. SFAS
No. 106 requires recognition, during the employees' service with the company, of
the cost of their retiree health and life insurance benefits. At that date, the
full accumulated postretirement benefit obligation was $89.5 million pretax. The
company recorded its 49% share of this transition obligation, $28.5 million, net
of deferred taxes of $15.4 million in the first quarter.

Effective January 1, 1992, the company adopted SFAS No. 106 using the
immediate recognition transition option. At January 1, 1992, the accumulated
postretirement benefit obligation was $16.8 million and was recorded as a pretax
transition obligation. The decrease in net earnings and shareholders' equity was
$10.7 million after a deferred tax benefit of $6.1 million.

Effective January 1, 1992, the company adopted Statement of Financial
Accounting Standards (SFAS) No. 109 -- "Accounting for Income Taxes." Under SFAS
No. 109, deferred tax balances are stated at tax rates expected to be in effect
when taxes are actually paid or recovered. The cumulative effect of adoption as
of January 1, 1992 was a $5.0 million after tax benefit.



As of the beginning of 1994, the company must adopt Statement of Financial
Accounting Standards, No. 112, "Employers' Accounting for Postemployment
Benefits." This standard requires that the cost of benefits provided to former
or inactive employees be

F-7
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SPX CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 1993

(2) CHANGES IN ACCOUNTING METHODS (CONTINUED)

recognized on the accrual basis of accounting. The company does not anticipate
that this standard will materially impact its financial position or results of
operations upon adoption.

(3) SEGMENT AND GEOGRAPHIC INFORMATION

The company is comprised of three business segments. Specialty Service Tools
includes operations that design, manufacture and market a wide range of
specialty service tools and diagnostic equipment primarily to the global motor
vehicle industry. Original Equipment Components includes operations that design,
manufacture and market component parts for light and heavy duty vehicle markets.
SPX Credit Corporation, a lease financing operation, provides Specialty Service
Tools customers with a leasing option for purchasing more expensive diagnostic
testing, emission testing, and wheel service equipment. SPX Credit Corporation
was created with the purchase of Allen Group Leasing in June of 1993.

BUSINESS SEGMENTS 1993 1992 1991

(IN THOUSANDS)

Revenues:
Specialty ServiCe TOO0LS. . .ttt ettt ittt ettt e e $ 503,600 $539, 619 $430,074
Original Equipment COomMPONENES . .t v ittt ettt aes 26,657 15,154 7,764
SPX Credit Corporation.........uiiiii it it it s 8,974 -- --
Businesses SOLd 1N 19093, . ...ttt ittt e 216,914 246,396 235,630
L1 1 8 T $ 756,145 $801, 169 $673, 468

Operating income (loss):

Specialty Service TOOLS (@) ...ttt it it e $ (11,748) $ 51,680 $ 3,302
Original Equipment Components (D). ... i i (46,477) (7,053) (14,946)
SPX Credit Corporation. ... ...ttt e ittt 5,483 -- --
Businesses SOLld dNn 19093, . ...ttt ittt e e e e 25,249 21,531 20,005
General COrporate EXPENSES . . v vttt i n sttt (15,370) (17,104) (20, 240)
LI = T $ (42,863) $ 49,054 $(11,879)

Identifiable Assets:

Specialty Service TO0LS . ...ttt et ittt ettt et e $ 383,295 $347,763 $355, 736
Original Equipment Components (NOTE 5) ...ttt 343,816 21,771 19,301
SPX Credit Corporation.........uiiiiii it it it i e 85,165 -- --
Businesses SOld AN 1993, ...ttt s -- 110, 450 124,157
General COrporate (C) ..ttt st ettt aas 212,125 80,344 80,149
o 1= $1, 024, 401 $560, 328 $579, 343

Capital expenditures:

Specialty Service TO0LS . ..ttt ettt $ 7,479 $ 6,823 $ 10,515
Original Equipment COomMPONENES . v vttt iiitn et ittt it it a e 1,014 3,944 3,477
SPX Credit Corporation. . ... ..ttt -- -- --
Businesses SOLd In 19093, . ...ttt ittt e e e 6,439 9,584 4,975
General COrporate. . ...t i i e i e e 184 -- 461
o - 1 $ 15,116 $ 20,351 $ 19,428

Depreciation and amortization:

Specialty Service TOO0LS. ...ttt e it e $ 14,485 $ 14,960 $ 15,312
Original Equipment CompONENtS. . vttt ittt e 1,796 1,487 1,160
SPX Credit Corporation. ... ...ttt ittt e -- -- --
Businesses SOLld AN 19093, . ...ttt e e e e 7,462 8,383 6,966
General COrPOrate. ottt it it s s 627 447 333
L0 o= $ 24,370 $ 25,277 $ 23,771

(a) 1993 includes a $27.5 million restructuring charge to merge Allen
Testproducts and Bear Automotive into Automotive Diagnostics.

(b) 1993 includes $26.9 million of SPT equity losses and $21.5 million of SP
Europe equity losses.

(c) Increase in 1993 was primarily the additional $108.1 million in cash
resulting from the SPR and Truth divestitures.
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(3) SEGMENT AND GEOGRAPHIC INFORMATION (CONTINUED)

Revenues by business segment represent sales to unconsolidated customers.
Intercompany sales between segments are not significant. Operating income (loss)
by segment does not include general unallocated corporate expense, interest
expense, income taxes and extraordinary items.

Identifiable assets by business segment are those used in company operations
in each segment. General corporate assets are principally cash, deferred tax
assets, prepaid pension and prepaid health care expenses.

Information about the company's operations in different geographic areas is
as follows:

GEOGRAPHIC AREAS: 1993 1992

(IN THOUSANDS)

Revenues -- Unaffiliated customers:
United States (@) .« vttt ittt s $ 637,143 $679, 875
Other NOrth AmericCa. ..... ... i e ittt e 21,719 24,593
(0] T= PSS 97,283 96,701
L0 o= $ 756,145 $801, 169
Revenues -- Between affiliated customers:
United States. ...t i e s $ 34,934 $ 33,757
Other NOrth AmericCa....... .t s ettt aaas -- --
[0 4 = 1,708 312
Eliminations . o v vttt s (36,642) (34,069)
LI ] 8 T $ -- $ --

Operating income (loss):

UNited States (D). tvttttet ettt ittt ittt ettt ettt e s $ (19,549) $ 47,304
Other NOrth AmericCa. ...... .. e e ettt e e e (192) 1,878
[0 1= o (o (23,122) (128)

o - 1 $ (42,863) $ 49,054

Total assets:

United States (NOte 5) ...t i i e i et i e s e $ 893,172 $466, 995
Other NOrth America....... ... it e e 8,591 10,121
[0 = o () 122,638 83,212

Lo T e $1,024, 401 $560, 328

(a) Included in the United States revenues are export sales to unconsolidated
customers of $74.4 million in 1993, $64.0 million in 1992 and $55.4 million
in 1991.

(b) 1993 includes a $27.5 million restructuring charge to merge Allen
Testproducts and Bear Automotive into Automotive Diagnostics and a $26.9
million of SPT equity losses.

(c) 1993 includes $21.5 million of SP Europe equity losses.

(d) 1993 includes assets resulting from the consolidation of SP Europe and
assets acquired in the Lowener purchase during the third quarter.

Approximately 9% in 1993, 13% in 1992 and 9% in 1991 of the company's
consolidated sales were made to General Motors Corporation and its various
divisions, dealers and distributors. No other customer or group of customers
under common control accounted for more than 10% of consolidated sales for any
of these years. With the effect of the consolidation of SPT, the percentage
sales to General Motors will increase in the future. SPT's sales to General
Motors were 25% in 1993, 27% in 1992 and 31% in 1991. SPT's sales to Ford Motor
Company and it various divisions, dealers and distributors were 23% in 1993, 20%
in 1992 and 15% in 1991. wWith the consolidation of SPT, sales to Ford should
exceed 10% of consolidated sales in the future.

(4) ACQUISITION--ALLEN TESTPRODUCTS AND ALLEN GROUP LEASING

On June 10, 1993, the company acquired the Allen Testproducts division
("ATP") and its related leasing company, Allen Group Leasing ("AGL"), from the
Allen Group, Inc. for $102 million. ATP is a manufacturer and marketer of
vehicular test and service equipment. This acquisition has been recorded using
the purchase method of accounting, and the results of ATP and AGL have been
included in the company's consolidated statement of income since June 10, 1993.
The purchase price has been allocated to the fair values of the net assets of
ATP and AGL. The purchase price allocations recorded are based upon estimates
available and may be revised at a

$544,103
25,623
103, 742

531

$479, 458
11,423
88,462
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(4) ACQUISITION--ALLEN TESTPRODUCTS AND ALLEN GROUP LEASING (CONTINUED)

later date. The excess of the purchase price over the estimated fair value of
the net assets acquired of $16.3 million has been recorded as costs in excess of
net assets acquired and is being amortized over the remaining life of goodwill
from the 1988 acquisition of Bear Automotive (approximately 35 years). The
purchase price allocation was as follows (in millions of dollars):

[T gl =T 4 o= =
Property, plant & EQUIPMENt . .ottt it ettt e e
[T B g o T oY
Cost in excess Of net asSetsS ACqUIIEd. .. it ittt ittt ettt e ettt
- Y 0 5 o =

Financing was obtained by a $50 million note with two banks, a $19.7
million, three year, 8%, note from the seller and the balance by utilizing the
company's existing revolving credit line.

The acquired businesses have been combined with the company's Bear
Automotive division to form a single business unit called Automotive
Diagnostics. In the third quarter of 1993, the company recorded a pretax $27.5
million restructuring charge to provide for substantial reduction in work force
and facilities related to the combination. The restructuring charge was $18.5
million aftertax.

(5) ACQUISITION--SEALED POWER TECHNOLOGIES LIMITED PARTNERSHIP ("SPT")

Effective December 31, 1993, the company acquired Riken Corporation's 49%
interest in SPT for $39 million. Additionally, SPT will redeem the 2% management
interest in SPT for $2.7 million. The company previously owned 49% of SPT.
Accordingly, the net assets of SPT have been included in the accompanying
consolidated balance sheet as of December 31, 1993. Prior to this acquisition,
the company accounted for its investment using the equity method. Beginning in
the first quarter of 1994, the results of operations of SPT will be reflected in
the company's consolidated statements of income and cash flows.

SPT designs and manufactures engine parts, castings and filters for the
automotive and heavy duty original equipment manufacturers ("OEM") and the
aftermarket. SPT was created in 1989 when the company contributed the Sealed
Power, Contech, Filtran and Hy-Lift divisions to the newly created limited
partnership. SPT obtained nonrecourse financing through a combination of bank
debt and a public offering of subordinated debentures. In exchange for the net
assets of the divisions contributed, the company received $245 million in cash
from the partnership and a 49% interest in the partnership. As the debt incurred
by SPT to fund this transaction was nonrecourse to the company, the company
previously recorded a pretax $91 million gain in 1989, in accordance with
guidance prescribed by Emerging Issues Task Force pronouncement 89-7. The cash
distribution to the company resulted in an initial partnership capital deficit.
SPT has had cumulative losses since its inception and, up to December 31, 1993,
the company had carried its investment in SPT at zero. Because the SPT debt was
nonrecourse, the company properly did not reflect its share of the equity losses
of SPT and did not amortize the difference between its investment balance and
its share of SPT's initial partnership capital deficit in its previously
reported financial statements.

As a result of the acquisition of the remaining 51% of SPT, as of December
31, 1993, the company accounted for this transaction as follows:

1. The company recorded this acquisition using step acquisition
accounting. Step acquisition accounting requires that when the company
previously did not record its share of SPT's losses because the
company's investment was zero and now, as a result of additional
ownership, consolidates SPT, the company must retroactively reflect
its share of SPT losses not previously recorded. Accordingly, the
financial statements for the 1993 quarters and prior years were
restated to record the company's previous 49% share of SPT's income
or losses, the effect of amortizing the difference between its
investment balance and its share of SPT's initial partnership capital
deficit and an adjustment required to record the company's previous
investment in SPT at historical cost.

2. The 51% of SPT's net assets acquired has been included in the
accompanying consolidated balance sheet at December 31, 1993 at
estimated fair value based upon preliminary information which may be
revised at a later date. The excess of the purchase price (including
the acquired equity deficit of $87.9 million) over the estimated fair
values of the net assets acquired was $97.1 million and has been
recorded as costs in excess of net assets acquired and will be
amortized over 40 years.
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(5) ACQUISITION--SEALED POWER TECHNOLOGIES LIMITED PARTNERSHIP ("SPT")

(CONTINUED)
A summary of the purchase price allocation is as follows (in millions of
dollars):
EXISTING ACQUIRED
49% 51%
U N @SS S . v vttt vttt ittt e s a e i e aa e $ 37.5 $ 39.2
Property, plant & EQUIPMENt . .. vttt e 44.8 66.6
[ 1= - B ] - o 6.7 7.0
Cost in excess of net assets acquired......... ...ttt i -- 97.1
CUrrent 1aabilataes . vttt it e e e (26.2) (27.2)
Deferred INCOME LaXES . ...ttt ittt et ettt e e s -- 16.0
Long term 11abilaitaes . v v vttt e (47.7) (49.8)
=Y ] (103.0) (107.2)
£ 0 o T (87.9) 41.7
SPT equity losses in excess Of Anvestment™ . .. ... ... ittt s --
PUICNASE PraCe . v vttt sttt ettt i st $  41.7

* Represents the cumulative restatement of equity losses, including the
company's 49% share of the 1993 SPT adoption of SFAS No. 106, recorded by the
company prior to the consolidation of the net assets of SPT at December 31,
1993.

(6) DIVESTITURES

During 1993, the company sold its Sealed Power Replacement and Truth
divisions.

Sealed Power Replacement ("SPR") -- On October 22, 1993, the company sold
SPR to Federal-Mogul Corporation for approximately $141 million in cash. SPR
distributes engine and undervehicle parts into the U.S. and Canadian
aftermarket. Net proceeds, after income taxes, were approximately $117.5
million. The company recorded a pretax gain of $52.4 million after
transaction and facility reduction expenses, or $32.4 million aftertax. The
proceeds were used to reduce a portion of the company's debt and the excess
invested in short term investments.

Truth -- On November 5, 1993, the company sold Truth to Danks America
Corporation, an affiliate of FKI Industries, Inc. for approximately $92.5
million in cash. In addition, the company will receive an annual royalty
ranging from 1.0% to 1.5% of Truth's annual sales for a five year period
following the closing (cumulatively not to exceed $7.5 million) which will
be recorded as income as received. Truth manufactures and markets window and
door hardware primarily in the U.S. and Canada. Net proceeds, after income
taxes, were approximately $71.6 million. The company recorded a pretax gain
of $53.0 million after transaction expenses, or $31.8 million aftertax. The
proceeds were invested in short term investments.

The final proceeds for these divestitures are based upon the closing balance
sheet of each business which are being completed. Any changes in proceeds as a
result of adjustments to the closing balance sheets are not expected to be
material.

(7) PRO FORMA RESULTS OF OPERATIONS (UNAUDITED)

The accompanying consolidated statements of income include the results of
operations of Allen Testproducts ("ATP") and Allen Group Leasing ("AGL") from
the date of acquisition, June 10, 1993, the results of the Sealed Power
Replacement ("SPR") division through the date of disposition, October 22, 1993,
the results of the Truth division through the date of disposition, November 5,
1993, the company's 49% share of the earnings or losses of SPT, and the equity
losses of SP Europe. The following 1993 unaudited pro forma selected financial
data reflects the acquisition of ATP and AGL and related restructuring, the
divestiture of the SPR and Truth divisions, the acquisition of 51% of SPT, and
the consolidation of SP Europe as if they had occurred as of January 1, 1993.
Pro forma adjustments are described below. The 1992 pro forma assumes that these
transactions occurred as of January 1, 1992 and comparable pro forma adjustments
were made.
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(7) PRO FORMA RESULTS OF OPERATIONS (UNAUDITED) (CONTINUED)

1993 ATP &

HISTORICAL AGL (a) DIVESTITURES (b) EUROPE (c)

SP

SPT (d)

PRO FORMA
ADJUST

(IN MILLIONS, EXCEPT PER SHARE AMOUNTS)

REVENUES. . ot vii i niennnns $756.1 $32.4 $ (217.0) $
Cost and expenses:

Cost of products........... 508.0 14.1 (147.0)

SG&A. v i e 207.6 20.5 (44.5)

Other, net................. 7.5 -- (.2)

Restructuring charge....... 27.5 -- -- -

SPT equity losseS.......... 26.9 -- -- -

SP Europe equity losses.... 21.5 -- -- -
Operating income (loss)...... (42.9) (2.2) (25.3) (
Interest, net................ 17.8 1.6 --
(Gain) on sale of business

units.......oviiiiii i (105.4) -- -- -
Income before income taxes... 44.7 (3.8) (25.3) (
Provision (benefit) for

income taxes............... 29.5 -- -- -
Income (loss) (h)............ $ 15.2 $(3.8) $ (25.3) $(
Income (loss) per share...... $ 1.20

Weight average number of
common shares
outstanding................ 12.6

(a) Historical results of ATP and AGL through June 10, 1993, the date of
acquisition. Pro forma adjustments include a $6.8 million reduction in co
of products sold resulting from primarily work force reductions; a $10.2
million reduction in SG&A resulting from primarily work force reductions:
and $0.3 million of additional goodwill amortization.

(b) SPR and Truth were divested during the fourth quarter of 1993. This
represents the results of operations through the date of divestiture.

(c) SP Europe was consolidated as of December 31, 1993. This pro forma adds t
results of operations for the full year. Pro forma adjustments include
reflecting the minority owner's share of losses, $4.3 million, and $21.5
million to reverse the Company's share of equity losses as SP Europe is
consolidated in the pro forma.

(d) SPT was consolidated as of December 31, 1993. This pro forma adds the
results of operations for the full year. Pro forma adjustments include $2
million of additional depreciation expense resulting from purchase

accounting; $26.9 million to reverse the company's share of equity losses as

SPT is consolidated in the pro forma; and $2.4 million to reflect goodwil
amortization resulting from purchase accounting.

(e) Adjustment to interest expense, net to reflect the financing to purchase ATP

and AGL and 51% of SPT and to reflect the net proceeds from the sale of S
and Truth. Proceeds in excess of expenditures are assumed to have reduced
outstanding revolving credit, short-term notes and notes payable to The
Allen Group. Any excess was then assumed to be invested in short-term
investments.

(f) Reversal of gain on the sale of the SPR and Truth divisions.

(g) Adjustment to income tax expense to reflect a consolidated effective rate of

39%, which was then adjusted for the inability to tax benefit SP Europe

40.

a4,

9.

st

he

.0

1

PR

losses and the effect of the change in U.S. federal income tax rate to 35%

from 34% on deferred tax assets and liabilities.

(h) Income (loss) excludes cumulative effect of changes in accounting methods
for ESOP accounting and SPT's 1993 SFAS No. 106 adoption and the 1993
extraordinary loss recorded for the early retirement of indebtedness.

The unaudited pro forma selected results of operations does not purport t
represent what the company's results of operations would actually have been h
the above transactions in fact occurred as of January 1, 1993, or January 1,
1992, or project the results of operations for any future date or period.
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(8) EXTRAORDINARY LOSS

During the fourth quarter of 1993, the company determined to refinance both
SPX and SPT debt. As a result, the company recorded an extraordinary charge of
$37.0 million ($24.0 million after taxes) for extinguishment costs associated
with the early retirement of $415 million (principal amount) of debt expected to
be refinanced. The aggregate amount to retire this debt, including existing
unamortized debt placement fees, will be $452 million. See Note 23 for further
discussion of the refinancing.

(9) RESTRUCTURING AND SPECIAL CHARGES

1993 -- During 1993, the company recorded a $27.5 million restructuring
charge for the costs required to merge the Bear Automotive division with Allen
Testproducts, acquired in June of 1993. This charge was recorded in the third
quarter. Of the $27.5 million restructuring charge, approximately $16 million
relates to work force reductions and associated costs. The combined businesses
started with approximately 2,200 employees. That number was reduced to
approximately 1,800 employees at December 31, 1993 and will be at approximately
1,700 employees by the end of the second quarter of 1994. The charge also
included $9.3 million of facility duplication and shutdown costs, including the
write down of excess assets of $4.2 million (non-cash). The balance of the
reserves at December 31, 1993 is approximately $14.5 million, which is
principally required for remaining work force reduction and facility closing
costs.

1991 -- In the third quarter of 1991, the company recorded a pretax special
charge of $18.2 million which included; a $6.0 million charge associated with
organizational and facility consolidation of two operating units which included
employment reductions and facility closings; a $6.5 million charge-off of
certain capitalized computer software development costs due to conceptual
changes in future product offerings whereby these costs are more appropriately
characterized as general software development; a $1.4 million net charge
associated with consummation of two transactions with an overseas partner that
relate to further globalization of the company's automotive original equipment
affiliated businesses; and a $4.3 million charge for losses, resulting
principally from recessionary conditions, on certain project development
investments and notes receivable related to previous sales of certain business
units.

(10) EMPLOYEE BENEFIT PLANS
DEFINED BENEFIT PENSION PLANS

The company has defined benefit pension plans which cover substantially all
domestic employees. These plans provide pension benefits that are principally
based on the employees' years of credited service and levels of earnings.
Contributions in excess of pension expense are considered prepayments for
financial accounting purposes. The company has determined that foreign defined
pension plans are immaterial to the consolidated financial statements.

Net periodic pension cost (benefit) included the following components:

(in thousands)

Service cost-benefits earned during the period........... ... i $ 4,585 $ 3,973 $ 3,577
Interest cost on projected benefit obligation..............iiiiiiiiiinininnnnnnnss 6,852 6,088 5,743
Actual gain 0N @SS S . . i ittt ittt i s (19,633) (9,363) (27,778)
Net amortization and deferral....... ... it 8,440 (1,136) 18,320
Net periodic pension cost (benefit)...... ... it i $ 244 $ (438) $ (138)

Actuarial assumptions used:

DiSCOUNE Fat S .ttt ittt e e e 7.5% 8.25% 8.25%
Rates of increase in compensation levels..............ii i iiiaan 5.0 5.5 5.5
Expected long-term rate of return On assSetsS....... ...ttt innieen s 9.5 9.5 9.5
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(10) EMPLOYEE BENEFIT PLANS (CONTINUED)

Plan assets principally consist of equity and fixed income security
investments. The following table sets forth the plans' funded status and amounts
recognized in the company's consolidated balance sheets as Other Assets for its
U.S. pension plans (in thousands):

DECEMBER 31, 1993 DECEMBER 31, 1992
ASSETS ACCUMULATED ASSETS ACCUMULATED
EXCEED BENEFITS EXCEED BENEFITS
ACCUMULATED EXCEED ACCUMULATED EXCEED
BENEFITS ASSETS BENEFITS ASSETS
Actuarial present value of benefit obligations:
Vested benefit obligation............ .o $ 151,217 $ 6,570 $ 67,876 $ --
Accumulated benefit obligation.............. ... $ 172,068 $ 7,395 $ 70,661 $ --
Projected benefit obligation............. ..o, $ 200,249 $ 7,395 $ 87,604 $ --
Plan assets at fair value...........iiiiininnninnnennns 242,429 6,297 118,939 --
Projected benefit obligation less (greater) than plan
ASSEE S s ittt e e e e $ 42,180 $(1,098) $ 31,335 $ --
Unrecognized net (gain) 10SS. ... ... iiiiiunnnninnnnnnsrennann (31,893) 34 (19,031) --
Prior service cost not yet recognized in net periodic
PENSION COSt ...ttt s ettt 10,183 607 1,909 --
Unrecognized net asset at January 1, 1985................... (220) 34 (407) --
Prepaid pension cost recognized in the consolidated balance
£ 1= S $ 20,250 $ (423) $ 13,806 $ --

The significant increase in pension benefit obligations, assets and prepaid
pension cost was due to the consolidation of SPT as of December 31, 1993.

As part of the divestitures of the SPR and Truth divisions, the company
recorded curtailment gains of $4.1 million. These gains have been included in
the gain recognized on the sale of these divisions.

POSTRETIREMENT HEALTH CARE AND LIFE INSURANCE

Prior to 1992, postretirement health care and life insurance benefits were
recognized as expense when claims or premiums were paid. In 1992, the company
adopted SFAS No. 106. These costs totaled $958,000 in 1991. The following
summarizes the 1993 and 1992 expense for postretirement health and life
insurance (in thousands):

1993 1992
Recognition of transition obligation..........uiin it i e e e e $ -- $16, 829
Benefit cost for service during the the year--net of employee contributions.................. 317 315
Net amortization and deferral. ... ...ttt e ettt e (64) --
Interest cost on accumulated post-retirement benefit obligation.................. ... . oo, 1,338 1,306
Postretirement benef it COSt. ... .ttt i e e ettt e $ 1,591 $18, 450

The accumulated postretirement benefit obligation was actuarially determined
based on assumptions regarding the discount rate and health care trend rates.
The health care trend assumption applies to postretirement medical and dental
benefits. Different trend rates are used for pre-age 65 and post-age 65 medical
claims and for expected dental claims. The trend rate used for the medical plan
was 15% initially, grading to a 6% ultimate rate by 1% each year for pre-65
claims; and 10.5% grading to 6% by .5% each year for post-age 65 claims. The
trend rate for the dental plan was 6% each year. The liability was discounted
using a 7.5% interest rate. Increasing the health care trend rate by one
percentage point would increase the accumulated postretirement benefit
obligation by $.7 million and would increase the 1993 postretirement benefit
cost by $.1 million.
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(10) EMPLOYEE BENEFIT PLANS (CONTINUED)
The following table summarizes the accumulated benefit obligation (in
thousands):
DECEMBER 31, 1993
Accumulated postretirement benefits obligation ("APBO") Retirees................ $ 56,084
Actives fully eligible. .. ... i i i e 9,399
APBO fully eligible. ... .ottt e 65,483
Actives not fully eligible......... it it it i 24,112
TOTAL APBO . & et vttt ettt ettt et e e e $ 89,595
AS S S s v vttt e (845)
UNTUNdEd STALUS . v vttt ettt ettt ettt e $ 88,750
Unrecognized:
Prior ServiCe COST .. ittt i i e e e s 27,498
NEEL GAIN (L0SS ) ittt ittt e ettt e e (2,492)
Accrued APBO included in long-term liabilities...........uviiiiiinnnnnnnnnnnssan $ 113,756
The significant increase in accumulated postretirement benefits obligation
was due to the consolidation of SPT as of December 31, 1993. SPT adopted SFAS
No. 106 in 1993.
EMPLOYEE STOCK OWNERSHIP PLAN ("ESOP")
In June 1989, the company established an ESOP, which includes substantially
all domestic employees not covered by collective bargaining agreements. The ESOP
borrowed $50 million, which is guaranteed by the company, and used the proceeds
to purchase 1,746,725 shares of common stock issued directly by the company.
Employees vest in these shares based upon a predetermined formula. Employees may
vote allocated shares directly, while the ESOP trustee will vote the unallocated
shares proportionally on the same basis as the allocated shares were voted.
During 1993, 1992 and 1991, 114,588, 114,735 and 114,870 shares were allocated
to the employees, leaving 1,246,346 unallocated shares in the ESOP trust at
December 31, 1993. The fair market value of these unallocated shares was $22.1
million at December 31, 1993. The company's contributions to the ESOP trust were
as follows (in thousands of dollars):
1993 1992 1991
COMPENSALION BXPENSE . v vttt vttt ettt $1,925 $5,548 $4,840
INtereSt BXPENS . vttt ittt i e 3,902 -- --
DAVAdENAS . . vttt e e e e e e -- 590 1,113
Principal payment. ...ttt 288 -- --
(e 1= ¥ S $6,115 $6,138 $5,953

wWith the change in ESOP accounting in 1993, compensation expense is now
measured using the fair market value when the shares are committed to the
employee. Interest expense represents the actual interest paid by the ESOP trust
and any dividends paid on unallocated shares in the trust are recorded as direct
debt principal payments rather than as dividends.

OTHER

The company provides defined contribution pension plans for substantially
all employees not covered by defined benefit pension plans. Collectively, the
company's contributions to these plans were $683,000 in 1993, $848,000 in 1992
and $580,000 in 1991.

The company provides a Retirement Savings Plan for eligible employees.
Employees can contribute up to 15% of their earnings with the company matching a
portion of the amount up to 6% of their earnings. The company's contribution to
this plan was $875,000 in 1993, $715,000 in 1992 and $725,000 in 1991. Starting
in 1994, the company matching contribution will consist of unallocated ESOP
shares.

DECEMBER 31, 1992

$ 11,708
1,463
13,171
3,271
$ 16,442
$ 16,442
1,000
$ 17,442
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(11) RELATED PARTY TRANSACTIONS

Since the creation of SPT on May 30, 1989, the company has continued to
provide certain administrative and insurance services to SPT. The costs
associated with these services are identified and recovered from the
partnership.

In addition, the company's former Sealed Power Replacement division
purchased replacement engine parts, principally piston rings, cylinder sleeves
and valve lifters from SPT at arm's-length prices. Purchases from the
partnership during 1993 through October 22 (date of sale of SPR), 1992 and 1991
were $21.5 million, $27.8 million and $27.0 million, respectively.

(12) RECEIVABLES

Changes in the reserve for losses on receivables were as follows:

(IN THOUSANDS)

Balance at beginning oOf year. ... ...t e e e e $10, 789 $ 9,541
Recorded in acquisition of SPT and due to consolidation of SP Europe............... 747 --
Amount charged t0 INCOME. . .t vttt sttt ettt e s 3,609 3,788
$15, 145 $13,329
Accounts written off, net of recoveries.........coiiiiiiii i i i (2,398) (2,495)
Reduction resulting from sale of SPR and
Truth diVisSaionS. . vttt i s s e e e (3,588) --
Reclassifications and Other....... ..t e ettt 18 (45)
Balance at end Of Year. ... e e s $ 9,177 $10,789

The company has a three year agreement, expiring in April 1994, with a
financial institution whereby the company agreed to sell undivided fractional
interests in designated pools of domestic trade accounts receivable, in an
amount not to exceed $30 million. In order to maintain the balance in the
designated pools of trade accounts receivable sold, the company sells
participating interests in new receivables as existing receivables are
collected. At December 31, 1993 and 1992, the company had sold $25.9 million and
$30 million of trade accounts receivable under this program. Under the terms of
this agreement, the company is obligated to pay fees which approximate the
purchasers' cost of issuing a like amount in commercial paper plus certain
administrative costs. The amount of such fees in 1993 and 1992 were $1,215, 000
and $1,465,000 respectively. These fees are included in other expense, net.

(13) INVENTORIES

Domestic inventories, amounting to $122.6 and $141.3 million at December 31,
1993 and 1992, respectively, are based on the last-in, first-out (LIFO) method.
Such inventories, if priced on the first-in, first-out (FIFO) method, would have
been approximately $17.7 and $34.8 million greater at December 31, 1993 and
1992, respectively. During 1993 and 1992, certain inventory quantities were
reduced resulting in liquidations of LIFO inventory quantities carried at lower
costs prevailing in prior years. The effect was to increase net income in 1993
by $455,000 and in 1992 by $1.8 million. Foreign inventories are valued at FIFO
costs. None of the inventories exceed realizable values.

The components of inventory at year-end were as follows:

(2,878)

(IN THOUSANDS)

FANished ProdUCES. v vttt ittt s et e e e e $ 94,478
WOT K I PrOCES S . v vttt ittt e et s s s et s ettt 29,324
Raw materials and SUPPLIeS. .. u ittt ittt s e 35,421

$159, 223

$128, 043
16,835
26,744
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(14) INCOME TAXES

The provision (benefit) for income taxes consists of the following (in
thousands):

1993 1992 1991
U.S. Federal:
[T T o8 =Y 01 $32,817 $ 8,180 $(4,925)
0 1= =Y o8 o =1 [ (9,521) 2,217 (4,842)
L] o= o - 4,411 1,363 1,060
o T o= o | o 1,748 1,673 1,535
Lo - 5 $29, 455 $13,433 $(7,172)
A reconciliation of the effective rate for income taxes shown in the
consolidated statements of income with the U.S. statutory rate of 35% in 1993
and 34% in 1992 and 1991 is shown below:
1993 1992 1991
Amount computed at StatUtory rate. ... ...t i s s s 35.0% 34.0% (34.0)%
Increase (decrease) in taxes resulting from:
U.S. rate change on net deferred taXes. ... ...ttt 2.0 -- --
Tax credits and INCeNtAVEeS . ...ttt i it i it s it e e (0.5) (0.6) (1.6)
Foreign losses not tax benefited.........oiiiiiiin ittt s 22.8 6.1 3.1
Foreign tax rates less than the statutory rate........... i (1.8) (1.1) (1.9)
State income taxes, net of federal income tax benefit.............. ... 5.8 2.5 2.8
Amortization of goodwill and other acquisition COStsS............ . i nnnns 3.6 3.2 4.0
Tax benefit of the Foreign Sales Corporation.......... ...t iinnnnens (2.0) (3.1) (3.4)
Special charge items not tax benefited........... .. i i i i -- -- 8.6
(0o 41 o T 1.1 (1.5) (2.6)
66.0% 39.5% (25.0)%
No provision has been made for income and withholding taxes which would
become payable upon distribution of the undistributed earnings of foreign
subsidiaries and affiliates. It is the company's present intention to
permanently reinvest these earnings in its foreign operations. The amount of
undistributed earnings which have been reinvested in foreign subsidiaries and
affiliates at December 31, 1993, was $26.7 million. It is not practical to
determine the hypothetical U.S. federal income tax liability if all such
earnings were remitted, but distribution as dividends at the end of 1993 would
have resulted in payment of withholding taxes of approximately $1.4 million.
The following summarizes the detail of the deferred income tax provision
(benefit) for 1991, which has not been restated in accordance with SFAS No. 109:
1991

(IN THOUSANDS)

RECEIVAD LE MBSO VS . o v v ittt ettt ettt e e ettt e e e ettt e e e e e e $ (110)
00 V7= 0 oo gl = (568)
DEPrECa A 0N .ttt e e e e 306
Health and medical COSES. ... it i i i it s i et i e i e (170)
o= s o T o 146
Employee benef it Programs. ...ttt ittt e (342)
SPECIAL ChAI G . v ittt s (3,191)
() T ol 3 = 459

$ (3,470)
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(14) TINCOME TAXES (CONTINUED)
The components of the net deferred income tax assets (liabilities) were as
follows:

DECEMBER 31, 1993 DECEMBER 31, 1992

(IN THOUSANDS)

Deferred income tax asset:

RECEIVAD LB S MBS BV . it ittt ettt ettt ettt e ettt et $ 6,736 $ 3,088
B4V 2= 4o 2 S 5,835 7,505
Debt eXtingUishment reSerVeS. ... it e ettt 13,000 --
Compensation and benefit-related...........ouiiiiiiiiiiiiiiiii e 3,004 1,100
RESEIUCTUIrING MO VS . v vttt st sttt sttt ittt it s s 4,226 --
Divestiture-related FeSerVeS . . vttt ittt e ettt 5,580 --
WOrKers' COMPENSAtION. o v vttt ittt ettt 1,708 1,270
L= N =0 1 o == Y 2,216 2,786
Other 1iabilaities. .t e e 6,584 (175)
Current deferred tax asSet ... ... i i i s $ 48,889 $ 15,574
Non-current deferred tax:
DEPIrEC At IO . o vttt e e $ (24,300) $ (13,570)
Postretirement health and L1ife........ .t ittt eens 38,900 6,300
Book basis investment greater than tax basis investment in affiliates............. (31,400) (46,906)
[0 1= (3,987) --
Net operating 1oss carryforwards. ...... .ottt ittt i s 14,700 4,800
Capital 10SS CarryfOrWardsS . .o u vttt ittt st ettt s -- 8,900
Valuation @llOWanCe . . v v v vttt it e sttt (14,700) (13,700)
Non-current deferred tax liability..........c.uiiinii it i $ (20,787) $ (54,176)
Net deferred tax asset (liability)..........c.uiiiiiiiiiiiiiiiii ittt $ 28,102 $ (38,602)

Included on the consolidated balance sheets are U.S. federal income tax
refunds of $5.6 million in 1993 and $3.0 million in 1992.

At December 31, 1993, the company has net operating loss carryforwards
attributable to foreign operations of approximately $32.5 million that are
available to offset future taxable income. These loss carryforwards expire as
follows: $.6 million in 1994, $0 in 1995, $0 in 1996, $2.4 million in 1997, $1.5
million in 1998 and $28.0 million thereafter. During 1993, the company utilized
$2.8 million of net operating loss carryforwards attributable to foreign
operations, resulting in tax benefits of $1.2 million. The deferred tax asset
related to the net operating loss carryforwards have been reserved in the
valuation allowance.

During the fourth quarter of 1993, the company settled a dispute with the
Internal Revenue Service regarding the company's tax deferred treatment of the
1989 transaction in which several operating units were contributed to SPT. The
settlement of approximately $5 million in tax eliminates the IRS contention that
one half of the 1989 transaction was currently taxable. The settlement and
interest will be paid during the second quarter of 1994 and is adequately
provided for in the company's deferred income tax accounts.

(15) INVESTMENTS

As of December 31, 1993, investments, as shown on the consolidated balance
sheet, include equity investments in non-majority owned subsidiaries. These
investments include the company's 50% owned interest in a U.S. joint venture,
two 50% owned interests in joint ventures in Japan, a 40% interest in a Mexican
company and a 50% interest in a German company. All of these investments are
accounted for using the equity method. These investments, both individually and
collectively, are not material to the company's consolidated financial
statements.

Until December 31, 1993, the company held a 49% interest in SPT. The pro
rata share of earnings or losses and the amortization of the company's
investment in SPT is reflected as "SPT equity losses" on the consolidated
statements of income (see Note 5).

Until December 31, 1993, the company reported that it held a 50% interest in
SP Europe. As of December 31, 1993, Riken's pending 20% participation in SP
Europe reverted to the company in connection with the transaction to acquire
Riken's 49% interest in SPT. SP Europe had not been previously consolidated due
to the company's deemed temporary control and because nonrecourse (to the
partners)
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(15) INVESTMENTS (CONTINUED)

financing was being pursued. Up to December 31, 1993, the company carried its
investment in SP Europe at zero. Due to the resulting 70% ownership, the company
is recording its share of cumulative losses since the partnership formation in
mid-1991 of $21.5 million. As of December 31, 1993, the balance sheet of this
partnership is included in the consolidated financial statements, reflecting the
company's 70% ownership and Mahle GmbH's 30% minority interest. Beginning in the
first quarter of 1994, results of operations of SP Europe will be reflected in
the consolidated statements of income and cash flows.

(16) PROPERTY, PLANT, AND EQUIPMENT AND RELATED ACCUMULATED DEPRECIATION

The company uses principally the straight line method for computing
depreciation expense over the useful lives of the property, plant and equipment.
For income tax purposes, the company uses accelerated methods where permitted.
Asset additions and improvements are added to the property accounts while
maintenance and repairs, which do not renew or extend the lives of the
respective assets, are expensed currently. Upon sale or retirement of
depreciable properties, the related cost and accumulated depreciation are
removed from the property accounts. The net gain or loss on disposition of
property is reflected in income.

Changes in property, plant, and equipment accounts and in related
accumulated depreciation for the three years ended December 31, 1993 were as
follows:

PROPERTY, PLANT & EQUIPMENT, AT COST LAND BLDGS
BALANCE AT DECEMBER 31, 1990........00uiiuiiunenrnnnnrnnsns $ 6,586 $50, 378
Additions, at COSt.......iiiiiii i i e 245 4,362
Retirements, at COSE......ouviiiiiiii ittt (1,283) (699)
Reclassifications and other............ .. v 699 63
BALANCE AT DECEMBER 31, 1991.........itiiiiuninrnnnnrnnsns $ 6,247 $54,104
Additions, at cost....... . i 18 2,314
Retirements, at COSt......ouviiiiiiiiiiiiiiiiinnnnnn (48) (515)
Reclassifications and other............. ... 280 2,417
BALANCE AT DECEMBER 31, 1992....... ..ttt innrnrannns $ 6,497 $58,320
Additions, at coSt........ i 840 1,920
Recorded in acquisitions of
ATP and SPT and due to consolidation of SP Europe....... 4,551 40,552
Assets sold in connection with divestiture of units..... (1,174) (15, 280)
Retirements, at COSt.......cvviiii it (15) (502)
Reclassifications and other........... ... 81 (474)
BALANCE AT DECEMBER 31, 1993......... i iiiiininnnnnrnnnns $10, 780 $84,536

ACCUMULATED DEPRECIATION

BALANCE AT DECEMBER 31, 1990. ... ..ttt ittt sttt snsens
Additions-charged t0 INCOME. ..ttt n it ittt e e
Deductions-retirements, renewals, transfers, dispositions ..
Reclassifications and Other......... ..t ettty

BALANCE AT DECEMBER 31, 1990, ... ..ttt ittt it tn ittt st it et annens
Additions-charged t0 INCOME. ... ii ittt ittt e e
Deductions-retirements, renewals, transfers, dispositions ..
Reclassifications and Other......... .. ittty

BALANCE AT DECEMBER 31, 19092, . ...ttt ittt et innssnss
Additions-charged t0 INCOME. ... i ittt ettt e e
Additions-carryover basis 1N SPT. ...ttt e
Deductions-retirements, renewals, transfers, dispositions and replacements...
Deductions-assets sold in connection with divestitures of units..............
Reclassifications and Other. ... ...ttt it ettt eens

BALANCE AT DECEMBER 31, 1993, ... ...ttt ittt a i
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MACHINERY
AND CONSTRUCTION
EQUIPMENT IN PROGRESS

(IN THOUSANDS)

$123,392 $ 6,398
14,788 33
(2,380 ) --

(454 ) --

$135, 346 $ 6,431
18,415 (396)
(5,376 ) --
(1,132 ) --

$147, 253 $ 6,035
10,998 1,358

169, 903 1,253
(55,241 ) (3,325)

(5,541 ) --
448 (625)

$267, 820 $ 4,696

MACHINERY

AND
BLDGS. EQUIPMENT
(IN THOUSANDS)

$10, 797 $ 58,045
2,443 16,449
(43) (2,086)

226 (22)
$13, 423 $ 72,386
3,196 16,393
(201) (4,549)
1,156 (494)
$17,574 $ 83,736
2,611 16,476

15,810 75, 661
(245) (2,782)

(4,499) (34,508)

-- (147)
$31, 251 $138, 436

TOTAL

$186, 754
19,428
(4,362)

308
$202,128
20, 351
(5,939)
1,565
$218,105
15,116
216, 259
(75, 020)
(6,058)
(570)

TOTAL

$ 68,842
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(17) COSTS IN EXCESS OF NET ASSETS OF BUSINESSES ACQUIRED

At December 31, 1993 and 1992, total costs in excess of net assets of
businesses acquired were $223.3 and $113.2 million, respectively, and
accumulated amortization of costs in excess of net assets of businesses acquired
was $19.2 and $18.3 million, respectively. The increase is attributable to the
acquisition of ATP and AGL, $16.3 million, and the acquisition of 51% of SPT,
$97.1 million. Amortization was $3.4 million in 1993, $3.4 million in 1992 and
$3.1 million in 1991.

The company amortizes costs in excess of the net assets of businesses
("goodwill") acquired on a straight-line method over the estimated periods
benefitted, not to exceed 40 years. After an acquisition, the company
continually reviews whether subsequent events and circumstances have occurred
that indicate the remaining estimated useful life of goodwill may warrant
revision or that the remaining balance of goodwill may not be recoverable. If
events and circumstances indicate that goodwill related to a particular business
should be reviewed for possible impairment, the company uses projections to
assess whether future operating income on a non-discounted basis (before
goodwill amortization) of the unit is likely to exceed the goodwill amortization
over the remaining life of the goodwill, to determine whether a writedown of
goodwill to recoverable value is appropriate.

At December 31, 1993, $74 million of goodwill relates to the Automotive
Diagnostics division (which is composed of Bear Automotive and Allen
Testproducts, which was acquired in 1993). This division has incurred
significant operating losses in 1993 and in prior years. The company projects
that, in the near future, the cost savings, market synergies and other factors
which, in part, will be realized from the Bear Automotive and Allen Testproducts
combination will result in non-discounted operating income sufficient to exceed
goodwill amortization. However, should such projections require downward
revision based on changed events or circumstances, this division's goodwill may
require writedown. Although having no cash flow impact, the resulting charge, if
any, could materially reduce the company's future reported results of operations
and shareholders' equity. At this time, based upon present information,
projections and strategic plans, the company has concluded that there has been
no permanent impairment of the Automotive Diagnostics division's tangible or
intangible assets.

(18) COMMITMENTS AND CONTINGENT LIABILITIES

The company leases certain offices, warehouses and equipment under lease
agreements which expire at various dates through 2006. Future minimum rental
commitments under non-cancelable operating leases are $10.9 million for 1994,
$8.8 million for 1995, $6.3 million for 1996, $4.0 million for 1997, $2.9
million for 1998 and aggregate $14.5 million thereafter. Rentals on these leases
were approximately $12.9 million in 1993, $9.3 million in 1992 and $10.8 million
in 1991.

Certain claims, including environmental matters, suits and complaints
arising in the ordinary course of business, have been filed or are pending
against the company. In the opinion of management, all such matters are without
merit or are of such kind, or involve such amounts, as would not have a
significant effect on the financial position or results of operations of the
company if disposed of unfavorably. Additionally, the company has insurance to
minimize its exposures of this nature.

The company's operations and products are subject to federal, state and
local regulatory requirements relating to environmental protection. It is the
company's policy to comply fully with all such applicable requirements. As part
of its effort to comply, management has established an ongoing internal
compliance auditing program which has been in place since 1989. Based on current
information, management believes that the company's operations are in
substantial compliance with applicable environmental laws and regulations and
the company is not aware of any violation that could have a material adverse
effect on the business, financial condition or results of operations of the
company. There can be no assurance, however, that currently unknown matters, new
laws and regulations, or stricter interpretations of existing laws and
regulations will not materially affect the company's business or operations in
the future.

The company is also subject to potential liability for the costs of
environmental remediation. This liability may be based upon the ownership or
operation of industrial facilities where contamination may be found as well as
contribution to contamination existing at offsite, non-owned facilities. These
offsite remediation costs cannot be quantified with any degree of certainty. At
this time, management can estimate the environmental remediation costs only in
terms of possibilities and probabilities based on available information.

The company is involved as a potentially responsible party ("PRP") under the
Comprehensive, Environmental Response, Compensation and Liability Act of 1980
("CERCLA"), as amended, or similar state superfund statutes in eight active
proceedings involving off-site waste disposal facilities. At three of these
sites it has been established that the company is a de minimis contributor. A
determination has not been made with respect to the remaining five sites, but
the company believes that it will be found to be a de minimis contributor at
three of them. Based on information available to the company, which in most
cases includes estimates from PRPs and/or federal or state regulatory agencies
for the investigation, clean up costs at these sites, data related to the



quantities and characteristics of materials generated at or shipped to each
site, the company believes that the costs for each site are not material and in
total the anticipated clean up costs of current PRP actions would not have a
material adverse effect on the company's financial condition or operations.

In the case of contamination existing upon properties owned or controlled by
the company, the company has established reserves which it deems adequate to
meet its current remediation obligations.

There can be no assurance that the company will not be required to pay
environmental compliance costs or incur liabilities that may be material in
amount due to matters which arise in the future or are not currently known to
the company.

During 1988, the company's Board of Directors adopted executive severance
agreements which create certain liabilities in the event of the termination of
the covered executives following a change of control of the company. The
aggregate commitment under these executive severance agreements should all 7
covered employees be terminated is approximately $10 million.
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(19) NOTES PAYABLE AND DEBT

The following table summarizes the company's current and long-term debt
obligations as they existed at December 31, 1993 and 1992. During the first
quarter of 1994, the company significantly restructured this debt. Refer to Note
23 for further explanation of this subsequent refinancing.

SPX

Senior Notes, 9.72%, due in annual installments from 1994 through 2000................
Senior Notes, 9.58%, $5 million due in 1993, the remainder due in 1995................
REVOLVING Credit LOANS . .. u ittt ittt sttt e n ittt it st e
Industrial Revenue Bonds, with interest rates established monthly based on an index of

short-term municipal bond interest rates, due 2010 t0 2025. ... .. iiiirnr e
Note to Allen Group, 8.0%, due in annual installments from 1994 through 1996..........
Bank loans, LIBOR plus 7/8%, due May 1994. ... ... ...ttt i nnnnneesns
Long-Term Debt -- ESOP GUArantee. ... ...ttt ittt it s
[0 T

Total SPX debt. .ttt i e

SPT
Senior subordinated debentures, 14.5%, due May 15, 1999, with mandatory sinking fund
payment of $50 million on May 15, 1998. ... ...ttt ittt i i
Term bank loan, with interest rates established periodically based on prime or LIBOR
rates, due in varying quarterly installments through September 30, 1996.............
ReVOLVING Credit LOANS . vttt vttt ettt nnn e sttt ettt
(0 3T

Total SPT debt. . vttt i i e e e s

Total Consolidated debt. ... ..t e ettt e s
LeSS CUIrent MatUritie S . vttt ittt e ettt s ettty

Total Long-Term Debt. ... it e ettt s

Aggregate maturities of total debt are as follows before the debt
refinancing described in Note 23:

SPX
(IN
1904 . Lt $67,275
L 43,700
L L 9,500
L 11, 200
S 3,400
Thereafter. oo e e s 84,881

SPX

Revolving credit loans, under revolving credit agreements dated July 1, 1991
as amended, aggregating $75 million with five banks, have terms of one year.
During the period of the revolving credit loans, the borrowings will bear
interest at negotiated rates not to exceed prime. The company has agreed to pay
the banks commitment fees of 3/8% per annum of the unused portion of the credit
commitments. The credit agreements do not require the company to maintain any
additional balances at the participating banks, and the agreements can be
reduced in amount or terminated at any time at the option of the company. At
December 31, 1993, the company had unused lines of revolving credit of $75
million. This facility was replaced by a new revolving credit agreement dated
March 1994 (see Note 23).

The company has guaranteed a note purchase agreement with certain insurance
companies under its ESOP. This loan bears interest at 9.04%. Principal is
payable in fifteen annual installments commencing June 1990. The company's
semiannual contributions to the
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(IN T

. $ 53,000
. 22,000

e 15,200
. 19,737
. 50,000
. 42,062
e 17,957

. $100, 000

. 78,863
. 30,000
. 1,343

.. 93,975

THOUSANDS)

$26, 700 $
28,900
54,600
50, 000
50, 006 1

HOUSANDS)

$ 53,000
27,000
17,000

15,200

44,275
17,844

13,999

93,975
72,600
64,100
11,200
53,400
34,887
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(19) NOTES PAYABLE AND DEBT (CONTINUED)

ESOP trust enable the trust to make interest and principal payments.
Additionally, dividends on the ESOP's unallocated shares are used to make
interest and principal payments and are deductible for income tax purposes.
Dividends on unallocated shares were $545,000 in 1993, $590,000 in 1992 and
$1,113,000 in 1991. Beginning in 1993, as a result of new ESOP accounting, these
dividends are no longer reflected as dividends in the consolidated financial
statements and are accounted for as direct principal payments. This facility
will be terminated by the end of March 1994 and will be replaced by the new
revolving credit agreement.

The company is subject to a number of restrictive covenants under the
various debt agreements. At December 31, 1993 without consideration of the
availability of the new revolving credit agreement, the company is in default on
the following restrictive covenants due to the consolidation of SP Europe and
the purchase of Riken's 49% ownership interest in SPT; (a) the company is
required to maintain a consolidated fixed charge ratio of 1.5 to 1.0, at
December 31, 1993 it is .54 to 1.0, (b) the company is required to maintain
consolidated net tangible assets of at least 160% of consolidated funded
indebtedness, at December 31, 1993 it is 122%, (c) the company will not declare
dividends that exceed the sum of $40 million plus cumulative consolidated net
income since May 31, 1989, at December 31, 1993, cumulative dividends exceeded
the limitation by $32 million, and (d) the company is required to maintain
consolidated current assets of at least 150% of current liabilities, at December
31, 1993 it was 130%. These restrictive covenant defaults pertain to the $53
million of senior notes, the $22 million of senior notes, the $75 million
revolving credit line, the $19.7 million note to the Allen Group, Inc. and the
guaranteed $42.1 million ESOP note and make the debt payable on demand should
the conditions of default continue after notification. However, in March 1994,
the company obtained a new revolving credit facility of $250 million and will
utilize this facility to repay this defaulted debt (see Note 23). As the new
credit facility expires in 1999, the debt existing at December 31, 1993 has been
classified as long-term.

Included in interest expense, net, was $1.5 million in 1993, $0.5 million in
1992 and $0.5 million in 1991 of interest income.

SPT

The Term Bank Loan and the Revolving Credit Loans are provided by a
syndicate of ten banks. SPT has unused available credit of up to $25 million on
the revolving credit agreement as of December 31, 1993, subject to receivable
and inventory balances. Additionally, $16 million of financing is available
through the Deferred Term Loan Facility under the Bank Credit Agreement to make
payments on borrowings under the Term Loan Facility should funds not be
sufficient to make scheduled amortization payments due under the Term Loan
Facility. SPT also has $5 million available on a swingline loan facility used to
manage daily cash receipts and disbursements. Loans under this facility are
payable in 5 days. Management believes the facilities are adequate to cover the
1994 financing requirements of SPT.

SPT has entered into hedging arrangements which fix the interest rate of
approximately $70 million of the bank borrowings at 11 1/2% for a period
ranging from one to three years. The unhedged bank loans bear interest at
1 1/4% over the prime rate or 2 1/4% over the LIBOR rate. The rates are set,
at SPT's option, for various periods up to one year in length. Substantially all
of SPT's assets are pledged as collateral for loans under the Bank Credit
Agreement.

SPT is subject to a number of restrictive covenants under the Bank Credit
Agreement, as amended, and the Indenture related to the subordinated debentures.
Under the most restrictive of these covenants as of year-end, SPT must: (a) meet
a fixed charge coverage ratio of 1.10 to 1; (b) meet a cash interest expense
coverage ratio of 1.90 to 1; (c) meet a current ratio of 1.5 to 1; and (d) limit
capital expenditures for the year ended December 31, 1993 to $18 million. At
year-end, SPT's actual fixed charge ratio was 1.12 to 1; its cash interest
expense coverage ratio was 2.04 to 1; its current ratio was 1.5 to 1 and net
capital expenditures were approximately $17.8 million. The cash interest expense
coverage ratio becomes more restrictive in future periods. The covenants also
restrict distributions to the partners.

Financing costs incurred by SPT were being amortized over the life of the
respective borrowings. Amortization of $1.2 million was recorded in 1993, 1992
and 1991 with the remaining $3.9 million written off as part of the debt
extinguishment charge (see Note 8).

At December 31, 1993, substantially all of SPT's assets are pledged as
collateral under SPT's bank credit agreements. The distribution of these assets,
as well as partnership distributions, to the company from SPT are restricted.
The company's planned second quarter issuance of $260 million of senior
subordinated notes and concurrent payment to the SPT lenders will remove this
restriction. Should the notes not be issued, the SPT indebtedness will remain in
place, including the restrictions.
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(20) CAPITAL STOCK

Authorized shares of common stock (par value $10.00) total 50,000,000
shares. Common shares issued and outstanding are summarized in the table below.

SHARES OF COMMON STOCK

The company's treasury stock was purchased in the last half of 1989 at an
average cost of $30 5/8 per share using $50 million of proceeds from the
creation of the company's leveraged ESOP.

The company has 3,000,000 shares of preferred stock, no par value,
authorized, but no shares have been issued.

In June 1989, the company established an employee stock ownership plan
(ESOP). 1,746,725 shares of common stock were issued to the ESOP trust in
exchange for $50 million. These shares were issued at market value ($28 5/8 per
share) and the appropriate amounts are included in common stock and paid in
capital.

The company restated, amended and renamed its 1982 Stock Option Plan to the
1992 Stock Compensation Plan, effective December 15, 1992. Under the new Stock
Compensation Plan, up to 700,000 shares of the company's common stock may be
granted to key employees with those shares still available for use under the
1982 Stock Option Plan being carried forward and forming a part of the 700,000
shares. Awards of incentive stock options, nonqualified stock options, stock
appreciation rights (SAR's), performance units and restricted stock may be made
under the Plan although no more than 200,000 shares may be granted in the form
of restricted stock. The Plan also authorizes the granting of stock options to
directors.

Stock options may be granted to key employees in the form of incentive stock
options or nonqualified stock options at an option price per share of no less
than the fair market value of the common stock of the company on the date of
grant. The options become exercisable six months after the date of the grant and
expire no later than 10 years from the date of grant (or 10 years and 1 day with
respect to nonqualified stock options).

SAR's may be granted to key employees either in conjunction with the
awarding of nonqualified stock options or on a stand-alone basis. The SAR's
entitle the holder to receive a cash payment equal to the excess of the fair
market value of a share of common stock of the company over the exercise price
of the right at the date of exercise of the right.

Performance units, which are equivalent to a share of common stock, may be
granted to key employees and may be earned, in whole or in part, dependent upon
the attainment of performance goals established at the time of grant.

Restricted stock may be granted to key individuals to recognize or foster
extraordinary performance, promotion, recruitment or retention. At the time of
the grant, restrictions are placed on ownership of the shares for a stated
period of time during which a participant will not be able to dispose of the
restricted shares. Upon lapse of the restriction period, complete ownership is
vested in the participant and the shares become freely transferable.
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15,556 15,536 15,471
(1,633) (1,633) (1,633)
13,923 13,903 13,838
1,246 1,361 1,476
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(20) CAPITAL STOCK (CONTINUED)
A summary of common stock options, SAR's, and restricted stock issued under
the company's Stock Compensation Plan is as follows:

1993 1992
Stock Options:

Outstanding at beginning Of year........c.oiiiii i s 877,140 735,818
L= U =T o 148,400 215,750
T ol o == (21,903) (74,428)
Surrendered/cancCeled. ... i e e e e s (79,337) --
Outstanding at end of year......... it i it i e s 924,300 877,140
Price of options exercised and outstanding............ccouiiiiinninnnnnennns $ 11.38- $ 11.38-

28.00 28.00

Restricted stock granted during year..........oiiiiiii it -- --
Shares reserved and available for future grants........... .o 442,387 511, 450
Stock Appreciation Rights:
Outstanding at beginning Of year........ouiiii it -- --
GraNE e . oot e e s -- --
|8 S o =Y =Y o -- --
Surrendered/canceled. . ... e -- --
Ooutstanding at end Of Year. . ...ttt i i ettt e -- --

Preferred stock is issuable in series with the Board of Directors having the
authority to determine, among other things, the stated value of each series,
dividend rate, conversion rights and preferences in liquidation or redemption.

On June 25, 1986, the company entered into a Rights Agreement which was
amended and restated as of October 20, 1988. Pursuant to the Rights Agreement,
in July 1986, the company issued a dividend of one preferred stock purchase
right on each outstanding share of common stock. Each right entitles the holder,
upon the occurrence of certain events, to purchase one one-hundredth of a share
of a new series of junior participating preferred stock for $100. Furthermore,
if the company is involved in a merger or other business combination at any time
after the rights become exercisable, the rights will entitle the holder to buy
the number of shares of common stock of the acquiring company having a market
value of twice the then current exercise price of each right. Alternatively, if
a 20% or more shareholder acquires the company by means of a reverse merger in
which the company and its stock survive, or engages in self-dealing transactions
with the company, or if any person acquires 20% or more of the company's common
stock, then each right not owned by a 20% or more shareholder will become
exercisable for the number of shares of common stock of the company having a
market value of twice the then current exercise price of each right. The rights,
which do not have voting rights, expire on July 15, 1996, and may be redeemed by
the company at a price of $.05 per right at any time prior to their expiration.

(21) SPX CREDIT CORPORATION

In June of 1993, the company acquired Allen Group Leasing from The Allen
Group Inc. (see Note 4). The company's SP Financial division was merged with
this lease financing unit and has been renamed SPX Credit Corporation ("SPX
CC"). SPX CC provides direct financing leasing alternatives to primarily
electronic diagnostic, emissions testing, and wheel service equipment customers
in the United States and Canada.

SPX CC purchases equipment for lease to others from the company's Specialty
Service Tools divisions, its sole supplier, at prices comparable to those to
third parties. The aggregate cost of equipment purchased from Specialty Service
Tools divisions amounted to approximately $16.0 million in 1993. The company's
Specialty Service Tools divisions charge a commission representing an
origination fee for providing leases and for the cost of services provided to
SPX CC with respect to the negotiation and consummation of new leases in the
amount of $521,000 for 1993 (since the acquisition). SPX CC has an agreement
with Specialty Service Tools divisions for the repurchase of repossessed
equipment at amounts determined to approximate realizable value by the Specialty
Service Tools divisions. In 1993 (since the acquisition), approximately $5.8
million of equipment was repurchased under this agreement.
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(21) SPX CREDIT CORPORATION (CONTINUED)
Information regarding lease receivables included in the consolidated balance
sheets is as follows (amounts in thousands):

DECEMBER 31, 1993 CURRENT LONG-TERM TOTAL
Direct financing lease receivables...........uiiiiiinn it i $ 36,661 $ 60,263 $ 96,924
Residual value of lease eqUIPMENt . .. ...ttt et e s 469 2,862 3,331
Other 1easing ASSEtS . ittt ittt ittt ittt e e s 9,159 192 9,351
Unearned lease finanCe dNCOME. .. ...ttt ii ittt ittt (10,427) (10,825) (21,252)
Allowance fOr Credit 10SSES . . v v vt ittt st (2,028) (1,479) (3,507)
$ 33,834 $ 51,013 $ 84,847

The aggregate maturities of direct financing lease receivables as of
December 31, 1993 were $36.7 million in 1994, $28.4 million in 1995, $18.0
million in 1996, $10.3 million in 1997 and $3.5 million in 1998.

Essentially all of SPX CC's direct financing lease receivables are with
companies or individuals operating within the automotive repair industry,
including automotive dealerships, garages and similar repair and inspection
facilities, and approximately one-third of lease receivables are with lessees
located in the state of California.

The company has a program whereby certain lease receivables are sold to
financial institutions with limited recourse. In the event of default by a
lessee, the financial institution has recourse equal to their net lease
receivable. In return, the company receives the collateralized lease equipment.
In 1993, 1992 and 1991, $5,613,000, $21,390,000 and $18,705,000 of gross lease
receivables were sold to financial institutions generating revenues of $846,000,
$1,386,000 and $2,936,000. At December 31, 1993 and 1992, financial institutions
held lease receivables, which are subject to limited recourse, of $42,766,000
and $49,235,000. Correspondingly, allowances for recourse liabilities, net of
recoverable value, were $3,743,000 and $2,225,000 at December 31, 1993 and 1992.

(22) CASH FLOWS FROM OPERATING ACTIVITIES

The following provides supplementary information comprising the company's
cash flows from operating activities:

YEARS ENDED DECEMBER 31,

(IN THOUSANDS)

Cash flows from operating activities:
Net income (loss) from operating activities............coiiiiiii i nnnnns $(40,600) $ 14,860 $(21,560)
Adjustments to reconcile net income (loss) to net cash provided (used) by

operating activities --

Cumulative effect of change in accounting methods............. ... ... . vuun, 31,800 5,700 --
EXEraordinary 0SS . v v v iinn ettt ettt it e 24,000 -- --
Depreciation and amortization. ... ......iiiiiiiin i s 24,370 25,277 23,771
SPT EQUIELY L0SS S . v v vttt vttt ettt it e 26,845 2,407 8,532
SP EUrope EQUILY 10SSES . .ttt ittt iitiinnnn ittt s 21,500 -- --
Increase (decrease) in deferred income taxes........... it (15,306) 7,644 (5,286)
(Increase) decrease in receivables......... ... it i i (15,523) (1,061) 30,842
Decrease 1N ANVENEOrIeS . c vttt ittt ettt s 11,609 2,560 22,800
(Increase) decrease in prepaid and other current assets.........oviiiinnnnnnnn 2,136 (1,380) (848)
Increase (decrease) in accounts payable..........c.iiiinnn i (1,623) 3,945 307
Decrease in accrued liabilities.........uuiuiiiinnnn ittt (7,238) (787) (6,172)
Increase in income taxes payable............i it e 4,529 4,457 52
Increase in lease finance receivables........... ...t i (9,154) -- --
Gain on sale of businesses, net of taxes...........iiiiiiii it (64,200) -- --
Restructuring and special Charges. ... ...ttt ettt 27,500 -- 18,200
Increase in long-term liabilities........ it iinnnnns 6,803 2,131 --
(0] 83T o =3 (2,163) 1,736 (3,189)
Net cash provided by operating activities............c.iiiiiiiiiiniinninennannan $ 25,285 $ 67,489 $ 67,449
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(23) SUBSEQUENT EVENT -- REFINANCING

Late in the fourth quarter of 1993, the company determined that virtually
all existing SPX and SPT debt should be refinanced in anticipation of the
purchase of Riken's 49% interest in SPT, due to favorable prevailing interest
rates, scheduled and accelerated debt maturities, and to maintain the
flexibility of the company to grow through internal investments and
acquisitions. The plan of refinancing (the "Refinancing") includes two elements,
a new $225 million revolving bank facility and the issuance of $260 million of
senior subordinated notes. The Refinancing is expected to be completed by the
end of the second quarter of 1994.

In March of 1994, the first portion of the Refinancing was completed when
the company closed a $250 million revolving credit facility with The First
National Bank of Chicago, as agent for a syndicate of banks. This revolving
credit facility bears interest at LIBOR plus 1.0% or the prime rate (at the
company's option) and expires in 1999. Upon completion of the senior
subordinated note offering, this revolving credit facility is to be reduced to
$225 million of maximum availability. Proceeds from this revolving credit
facility will be used to extinguish SPX debt as follows: Senior Notes
aggregating $75 million, the $19.7 million note to the Allen Group, the
company's ESOP trust's note of $42.1 million and $68 million of miscellaneous
debt, much of which was technically in default of covenant provisions. Also,
$15.2 million of letters of credit securing the Industrial Revenue Bonds were
renegotiated.

By June 30, 1994, the company expects to have completed its $260 million
offering of senior subordinated notes. These notes are anticipated to bear
interest at a rate of approximately 10% and will be due in or after the year
2002. At that time, the proceeds will be used to retire existing SPT borrowings,
including the $100 million of 14.5% senior subordinated debentures, the Term
Bank Loan, and the revolving credit loans. Excess proceeds will be used to pay
down the company's new revolving credit facility at that time.

The revolving credit agreement contains covenants, the most restrictive of
which are as follows: (a) maintain a leverage ratio of 78% in 1994, declining on
a graduated scale to 65% in 1999, (b) maintain an interest expense coverage
ratio of 2.0 to 1.0 in 1994 rising on a graduated scale to 3.5 to 1.0 in 1998
and thereafter, (c) maintenance of a fixed charge coverage ratio, as defined in
the revolving credit agreement, of 1.75 to 1.0 in 1994 and 1995, and 2.0 to 1.0
thereafter, and (d) dividends are limited to $8 million for the five quarters
starting with the first quarter of 1994, and are limited to 10% of operating
income plus depreciation and amortization (EBITDA) thereafter. The revolving
credit agreement also limits capital expenditures, investments, and transactions
with affiliates.

If the company does not issue senior subordinated notes, provisions have
been made so that the revolving credit facility will remain at $250 million and
the rate of interest would become LIBOR plus 1.5% or the prime rate plus .5% (at
the company's option) and the facility would be secured by substantially all of
SPX's assets. Also, the existing SPT debt would remain outstanding in its
current form, including security interests in SPT's assets. The financial
covenants, the most restrictive of which, will require the company (excluding
SPT) to: (a) maintain a leverage ratio of 55% in 1994 and 1995, and 50%
thereafter, (b) maintain an interest expense coverage ratio of 3.0 to 1.0 in
1994, 4.0 to 1.0 in 1995 and 5.0 to 1.0 thereafter, (c) maintenance of a fixed
charge coverage ratio, as defined in the revolving credit agreement, of 2.0 to
1.0 in 1994, 1995 and 1996 and 2.25 to 1.0 thereafter, and (d) dividends
declared before March 31, 1995 and paid before June 30, 1995 are limited to $8
million, and thereafter are limited to 10% of operating income plus depreciation
and amortization (EBITDA) during the preceding twelve months. The revolving
credit agreement also limits capital expenditures, investments, transactions
with affiliates, and transactions with SPT.
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(24) SEALED POWER TECHNOLOGIES -- SELECTED FINANCIAL INFORMATION

As discussed in Note 5, the company consolidated SPT's balance sheet at
December 31, 1993. The company's 49% share of SPT's results of operations has
been recognized on the equity method of accounting. Selected historical
financial information on SPT is as follows:

1993
OPERATING DATA:
RV ENMUE S . L ittt i e e e e e s $391.6
GroSS Profdt. . e e e 53.8
Selling, distribution, & administrative eXpPensSesS..........u ittt i e 28.2
Other (ANCOME ), NMEt. .. ittt ittt ettt ittt e ennns (2.0)
Earnings before Anterest. ... e e $ 27.6
INteresSt EXPENSE, MBI . o ittt ittt e et e e e e 27.1
Income (loss) before cumulative effect of change in accounting method................. $ .5
Cumulative effect of change in accounting method*.......... .t nnnnns (89.5)
INCOME (108 S ) s vttt ettt vt ettt e e et et e e e e e e e e e e $(89.0)
Depreciation and amortization. ....... ..t e 20.4
Capital expenditures, Net. ... .ttt e et ittt e 17.8
Research and development . ...ttt ittt e e 3.4
P NS 0N EXPEN S . v v v ittt e 1
LEaSE FENEAL BXP BN S . ottt vttt sttt et et et e e e .9
Incremental SFAS NO. 106 EXPENSE. .ttt ittt ittt ittt s 6.1
BALANCE SHEET DATA (AT PERIOD END):
CUI BN @SS S . i vt vttt ittt et it i a i a i i aea ey $ 76.7
Net property, plant and equipment. .. ... it i et e 91.4
Ot @SS S .ttt ittt e e s 13.7

$181.8
CUrrent 1iabiladtades . vttt it s s $ 80.0
Long-term 1iabilataes™ . .o it s 97.5
LoNg-term debt. . o s 183.5
Partners' capital (deficit)...... ... i it i e e i (179.2)

$181.8

* In 1993, SPT adopted SFAS No. 106, "Employers Accounting for
Postretirement Benefits other than Pensions."

(25) FAIR VALUE OF FINANCIAL INSTRUMENTS

Statement of Financial Accounting Standards No. 107, "Disclosure about Fair
Value of Financial Instruments" requires disclosure of an estimate of the fair
value of certain financial instruments. The following methods and assumptions
were used by the company in estimating its fair value disclosures:

Cash and temporary cash investments: The carrying amount reported on the
consolidated balance sheet approximates its fair value.

Lease Finance Receivables: The carrying amount, which is net of deferred
future lease finance income and reserves for credit losses, approximates fair
value.

Notes payable and current maturities of long-term debt and Long-term debt:
The fair value of the company's debt either approximates its carrying value or
represents the carrying value plus the early extinguishment costs to be paid in
the first quarter of 1994 or to be paid during the second quarter of 1994,

Interest rate swaps: The fair value represents the early extinguishment
costs required to terminate the arrangement in 1994.

Letters of Credit: The company utilizes letters of credit to back certain
financing instruments and insurance policies. The Letters of Credit reflect fair
value as a condition of their underlying purpose and are subject to fees
competitively determined in the marketplace.
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(25) FAIR VALUE OF FINANCIAL INSTRUMENTS (CONTINUED)
The carrying amounts and fair values of the company's financial instruments
at December 31, 1993 are as follows (amounts in thousands):

CARRYING
AMOUNT FAIR VALUE
Cash and temporary cash InvesStmeNntS. ... . et et e e s $117, 843 $ 117,843
Lease finance recCeivables. . ...ttt i et et e e e e e 84,847 84,847
Notes payable and current maturities of long-term debt and long-term debt.................. (430,162) (457,662)
off-Balance Sheet Financial Instruments:
INterest rate SWaAPS. ...ttt e e ettt s -- (4,500)
Letters of Credit. ... ... i i i i e i it e i e i s -- (44,700)
(26) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)
The first three quarters of 1993 and each quarter of the years 1992 and 1991
have been restated to reflect the company's previous 49% share of SPT income or
losses and the effect of amortizing the difference between its investment
balance and its share of SPT's initial partnership capital deficit. The first
three quarters of 1993 have also been restated to reflect new accounting for the
company's ESOP.
1993
FIRST SECOND THIRD FOURTH TOTAL
QUARTER QUARTER QUARTER QUARTER YEAR

(IN THOUSANDS EXCEPT PER SHARE AMOUNTS)

ROV ENMUES .+ ot et ettt ettt e ettt e et e $179, 164 $212,548 $195,079 $169, 354 $756, 145
GrOSS Profat v s e e et ettt ittt et et et e 57,388 70,848 65, 265 54,612 248,113
Income (loss) before cumulative effect of change in

accounting methods and extraordinary 10SS.............. 357 5,428 (20,256)* 29,671** 15,200
Cumulative effect of change in accounting method, net of

AKX S s+ 4 vttt ettt e e (31,800) -- -- -- (31,800)
Extraordinary loss, net of taxes...........ciiuiunnnnnnns -- -- -- (24,000) (24,000)
Net ANCOME (10SS) .ttt vv ettt ettt ittt aenennns (31, 443) 5,428 (20, 256) 5,671 (40, 600)

Income (loss) per share:
Before cumulative effect of change in accounting method

and extraordinary loss, net of taxes................. $ 0.02 $ 0.43 $ (1.61)* $ 2.34*%* $ 1.20
Cumulative effect of change in accounting method, net

of

L L= (2.52) -- -- -- (2.52)
Extraordinary loss, net of taxes............ccivuuunnnn. -- -- -- (1.90) (1.90)
Net income (L1OSS) ...t ittt $ (2.50) $ 0.43 $ (1.61) $ 0.44 $ (3.22)

* Includes a pretax restructuring charge of $27.5 million, $18.5 million
aftertax and $1.47 per share.

** Includes SP Europe equity losses, $21.5 million after tax and $1.71 per
share. Also includes a pretax gain on the sale of businesses of $105.4
million, $64.2 million aftertax and $5.07 per share.

1992
FIRST SECOND THIRD FOURTH TOTAL
QUARTER QUARTER QUARTER QUARTER YEAR

(IN THOUSANDS EXCEPT PER SHARE AMOUNTS)

REVENUES . o vttt ittt it st e $175,230 $217,627 $237,262 $171, 050 $801, 169
GrOSS Profat. ettt ettt ettt et 58,716 75,166 76,365 57,753 268,000
Income before cumulative effect of change in accounting

TS o oo £ 948 8,366 9,289 1,957 20,560
Cumulative effect of change in accounting methods, net of

BAXES . st e e e (5,700) -- -- -- (5,700)
Net income (lOSS). ... ittt it i (4,752) 8,366 9,289 1,957 14,860

Income (loss) per share:
Before cumulative effect of change in accounting

Methods . . $ .07 $ .60 $ .67 $ .14 $ 1.48
Cumulative effect of change in accounting methods, net

OF taXES. . i i i e e (.41) -- -- -- (.41)
Net income (1OSS) ...ttt i i $ (.34) $ .60 $ .67 $ .14 $ 1.07
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(26) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED) (CONTINUED)

REVENUES . ittt i it et e s
GroSS Profat. vt e e et
Net income (LOSS) ...ttt
Net income (loss) per share............iiiiiiiiinnnnnnn

FIRST SECOND
QUARTER QUARTER

THIRD
QUARTER

FOURTH
QUARTER

(IN THOUSANDS EXCEPT PER SHARE AMOUNTS)

$156, 731 $177,513
51,570 59,117
(4,460) 2,769

$ (.32) $ .20

* Includes a pretax special charge of $18.2 million, $14.7 million aftertax and

$1.06 per share.
(27) SUPPLEMENTARY FINANCIAL INFORMATION

PROFIT AND LOSS

Maintenance and repadlrS. ... ..ttt i e e e e e
Depreciation and amortization......... .. s
oY oo 0 O o= 0
A LY o o= g Vo
Research and development COSES. ...ttt ittt sttt

BALANCE SHEET

$172,000 $167, 224
52,275 48,880
(16,539)* (3,327)

$ (1.20)* $  (.24)

$673, 468
211,842
(21,557)

$ (1.56)

CHARGED TO COSTS AND EXPENSES

ACCIrUEA PAYF0L LS. o vttt ittt ettt s et e e e s
L T = oA =T =
Automotive Diagnostics resStrUCTUrdINg FeSerVe . o vttt s et e ittt a s
Debt extinguishment reSerVeS. ...t i it i it s e s i e
Amount payable for SPT acquisition........ ... i i i s

(IN THOUSANDS)

$ 9,643
25,277
12,039

6,151
14,718

$ 6,254

23,771
10,244

6,278
13,113

(IN THOUSANDS)

$27,554
7,060

$12, 200
8,300
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(28) SP EUROPE-- SELECTED FINANCIAL INFORMATION (UNAUDITED)

Selected historical financial information on SP Europe is as follows:

OPERATING DATA:

L2 V2= 11 =
GrOSS ProT Al vttt ettt e
Selling, distribution, & administrative eXPensSesS..........uiuiiinnnn s
(0 o 1= (s oo = S =

Earnings (1oss) before dnterest. ... ... i ittt s
INteresSt EXPENSE, NMEBE . .ttt ittt ittt it i s

INCOME (108 ) s ittt ittt ittt it e e e s

Depreciation and amortization. ... ...ttt e e
Capital expenditures, Net. ...ttt ettt ettt e

BALANCE SHEET DATA (AT PERIOD END):

[0 0] g =T o= =] = o
Net property, plant and equipment........ ...t ittt i it i i e
[0 4 1= - E = =

Current 1iabilaties. .. i e e
Long-term 1iabilities . vttt e
LONg-term debt. .ottt s
Partners' capital (defaiCait) . ...ttt s s e s

* Operating data include the results of SP Europe since acquisition in July,
1991.
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ASSETS
CURRENT ASSETS:

SPX CORPORATION AND SUBSIDIARIES

CONSOLIDATED CONDENSED BALANCE SHEETS

Cash and temporary cash investments............. .. iiiiiinnnnnn.

Receivables.

Lease finance receivables--current portion......................

Inventories.

Deferred income tax asset and refunds............. ...,
Prepaid expenses and other current assets...........ovviiiiunnnn

Total Current ASSEtS. ... .ttt nnnns

Investments.

Property, plant and equipment (at cost).......... .o,
Less: Accumulated depreciation..........c.iiiiiiiiiiiiiiea

Lease finance receivables--long term...........cciiiiinnnnnnnan
Costs in excess of net assets of businesses acquired............

Other assets

LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Notes payable and current maturities of long-term debt..........
Accounts payable. . ... ... e e e
Accrued liabilities....... v

Income taxes

payable. . ... e

Total Current Liabilities.........uuiiiinnnnn i nnnnns
Long-term liabilities....... ..ot i
Deferred 1nCOME LaXeS. ...ttt
Long-term debt. . ... . i e e

SHAREHOLDERS' EQUITY:

Common stock

Paid in capital....... .ot e s
Retained earnings. . ... ...ttt i i s

Less: Common

stock held in treasury.........covviiiiiiinnnnnnns

Unearned compensation--ESOP.........uuuuinnnnnrrnrnnnnnnns
Minority Anterest. ... .. i s
Cumulative translation adjustments................. . ..c.o..

Total Shareholders' EqQUItY.......vviiiiiinnnnnnnnnnnnns

(UNAUDITED)

MARCH 31
1994

DECEMBER

(000S OMITTED)

$ 14,899
148, 440
32,839
161, 066
54,489
27,451

$ 439,184
13,945

$ 374,644
(176, 203)
$ 198,441
50,079
202,835
43,420

$ 947,904

$ 44,208
80,141
179,144
12,596
$ 316,089
123,953
21,338
338,513

$ 155,772
58,624
22,112

$ 236,508
50, 000
35,046

1,320
2,131

$ 117,843
123,081
33,834
159,223
54,489
29,726

$ 518,196
13,446

$ 367,832
(169, 687)

$ 198,145
51,013
204,149
39,452

$1,024, 401

$ 93,975
62,968
229,998
11,864
$ 398,805
123,235
20,787
336,187

$ 155,558
58,926
20,282

$ 234,766
50, 000
35,900

1,080
2,399
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REVENUES . . ..o i i s s s i it i e e s

COSTS AND EXPENSES

Cost of products SOLd....... ..t i e
Selling, general and administrative expenses...............ovuun.
Other expense (iInNCOME), Net...... .ttt
SPT EQUILY L10SSES . i ittt ittt ittt ittt

OPERATING INCOME. ..\ttt t ittt ittt st nanaas
Interest expense, Net........... it i i

INCOME BEFORE INCOME TAXES. ...ttt ittt tnn st insn s ennsas
Provision for INCOME TaXeS. . ...t ivrttrnnnnnnnnnnnssssnnnennns

INCOME BEFORE CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING METHODS...

CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING METHODS, NET OF

INCOME TAXES .« vttt ettt e ettt et e ettt e e ettt et ie e
NET INCOME (LOSS) .t vttt tutteeestee e ettt e ettt e et ainens

INCOME (LOSS) PER SHARE:

Before cumulative effect of change in accounting methods........
Cumulative effect of change in accounting methods...............
Net ZIncome (LOSS) ...ttt i i e s

Dividends per share.........oiuiiiiii i s
Weighted average number of common shares outstanding..............

F-32

(UNAUDITED)
THREE MONTHS ENDED MARCH

31

(IN THOUSANDS OF DOLLARS
EXCEPT PER SHARE AMOUNTS)

$277,451

207,357
54,160
606

$ 15,328
10,228

$ 5,100
2,000

$ 3,100
$ 3,100

$.24

$.24

$.10
12,707,000

$179,164

121,776
50,762
1,519
565

$ 4,542
3,907

$ 635
278

$ 357
(31,800)
$(31,443)

$ .02
(2.52)
$(2.50)

$ .10
12,557,000
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SPX CORPORATION AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) from operating activitiesS........vuvvviiiinnrnrennns
Adjustments to reconcile net income (loss) to net cash from operating
activities--Cumulative effect of change in accounting methods.....
Depreciation and amortization........... ..ot i
Increase in deferred income taXeS.........ouuiii i e
Increase in accounts receivable......... ..o
INCrease 1N INVENTOIrIieS . o vu vttt ittt it st e s
Decrease in prepaid aSSetS. ... vttt s
Increase (decrease) in accounts payable................. .. o,
Increase (decrease) in accrued liabilities...............vvviiunnn
Increase (decrease) in income taxes payable.......................
Decrease in lease finance receivables............ ...,
Increase in long-term liabilities..........uuiiiiinnnnnnnnnnnnnns
Other, NMet. ... i i it e ettt et

Net cash from operating activities............. . i,

CASH FLOWS USED BY INVESTING ACTIVITIES:
Capital exXpenditures. ...ttt e e e
AdVaNCe O SP EUIOPE .t vttt tttiianns ettt ettt ss e

Net cash used by investing activities............ ... i,

CASH FLOWS PROVIDED (USED) BY FINANCING ACTIVITIES:
Net borrowings (payments) under debt agreements......................
Payment of debt extinguishment costs..........ciiiiiiin s
Payment of debt acquisition COStS..........ciiiiiiiin i
Payment for interest in SPT....... ...t i i
Dividends paid.......u i e e s

Net cash provided (used) by financing activities.....................

NET DECREASE IN CASH AND TEMPORARY CASH INVESTMENTS....................
CASH AND TEMPORARY CASH INVESTMENTS, BEGINNING OF PERIOD...............

CASH AND TEMPORARY CASH INVESTMENTS, END OF PERIOD..............00uuunn

(UNAUDITED)
THREE MONTHS ENDED
MARCH 31

(000S OMITTED)

$ 3,100 $(31,443)

- 31,800
9,791 6,424
551 2,527
(25, 359) (17,539)
(1,843) (899)
2,275 867
17,173 (1,264)
(5,891) 6,685
732 (6,652)
1,929 -
718 508
2,019 (600)

$ (47,567) $ 17,950
(5,963) -
(4,147) -

(39, 000) -
(1,144) (1,260)

$(102,944) $ (2,037)
117,843 9,729
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SPX CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
MARCH 31, 1994
(UNAUDITED)

1. The interim financial statements reflect all adjustments which are, in
the opinion of management, necessary to a fair statement of the results of the
interim periods presented. All adjustments are of a normal recurring nature.
Amounts in the 1993 consolidated financial statements have been restated to
reflect the company's previous 49% share of SPT income or loss and the effect of
amortizing the difference between its investment balance and its share of SPT's
initial partnership capital deficit and to reflect new accounting for the
company's ESOP.

2. Information regarding the company's segments was as follows:

THR
ENDE

EE MONTHS
D MARCH 31
1993

(IN MILLIONS)

REVENUES :
SpeCialty ServViCe TO0LS . . ittt ittt e ettt e $139.7
SPX Credit Corporation. ...ttt ettt e 3.4
Original Equipment ComPONENtS. .ottt it s e e e e 134.4
BUSIinesses SOLd AN 2993, it ittt e -
810 8 T $277.5

OPERATING INCOME (LOSS):

Specialty Service TO0LS. ...ttt it i e e e s $ 6.3
SPX Credit Corporation. ... ... it i e s it e i e e 2.2
Original EqQUipment ComMPONENE S . o v vttt ittt s st e st et ettt et a st 11.7
BUSINESSES SOLA 1N 1008, o\ttt ittt e e -
General COrpPOrate EXPENSES . v v vt vttt it s e s s sttt sttt et (4.9

L0 LT 0 $ 15.3

CAPITAL EXPENDITURES:

SpecCialty ServiCe TO0LS . . ittt ittt s sttt s $ 2.8
SPX Credit Corporation. ..ottt et e -
Original Equipment ComPONENtS. .ottt it s et s i e e 6.0
Businesses SOLd AN 2993, .ttt ittt -
[T=T Y= o B o o gt o oY o N f 1.5

L0 U $ 10.3

DEPRECIATION AND AMORTIZATION:

SpeCialty SErVIiCe TO0LS . it ittt ittt ittt e e s e st sttt ettt $ 4.0
SPX Credit Corporation. ... ittt ettt s -
Original EqUipment CoOmMPONENE S . o v vt vttt it s sttt sttt ettt a it 5.7
BUSinesses SOLd 1N 2003, . ..ttt e e e e e -
(=T Y=Y o B oo gl o oY o 0.1

LI 8= $ 9.8

IDENTIFIABLE ASSETS:
Specialty Service TOO0LS. ... .uitii ittt it i it e
SPX Credit Corporation...... ...t it i i s e
Original Equipment CompPONENtS. . vttt sttt
General COrporate. ...ttt i i i i i i s

3. In March of 1994, the first portion of the Refinancing was completed
when the company closed a $250 million revolving credit facility with The First
National Bank of Chicago, as agent for a syndicate of banks. This revolving
credit facility bears interest at LIBOR plus 1.0% or the prime rate (at the
company's option) and expires in 1999. Upon completion of the senior
subordinated note offering, this revolving credit facility is to be reduced to
$225 million of maximum availability. Proceeds from this revolving credit
facility will be used to extinguish SPX debt as follows: Senior Notes
aggregating $75 million, the $19.7 million note to the Allen Group, the
company's ESOP trust's note of $42.1 million and $68 million of miscellaneous
debt, much of which was technically in default of covenant provisions. Also,

MARCH 31, 1994

(IN MILLIONS

$111.

DECEMBER 31, 1993

)



$15.2 million of letters of credit securing the Industrial Revenue Bonds were
renegotiated. At March 31, 1994, approximately $80 million of this indebtedness
had been paid using the revolving credit facility and existing cash.

By June 30, 1994, the company expects to have completed its $260 million
offering of senior subordinated notes. These notes are anticipated to bear
interest at a rate of approximately 11% and will be due in or after the year
2002. At that time, the proceeds will be used to retire existing SPT borrowings,
including the $100 million of 14.5% senior subordinated debentures, the Term
Bank Loan, and the Revolving Credit Loans. Excess proceeds will be used to pay
down the company's new revolving credit facility at that time.

F-34
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To Sealed Power Management Corp.:

We have audited the accompanying consolidated balance sheets of Sealed
Power Technologies Limited Partnership (a Delaware limited partnership) and
Subsidiaries as of December 31, 1993 and 1992, and the related consolidated
statements of operations, partners' capital and cash flows for each of the three
years in the period ended December 31, 1993. These financial statements are the
responsibility of the Partnership's management. Our responsibility is to express
an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly,
in all material respects, the financial position of Sealed Power Technologies
Limited Partnership and Subsidiaries as of December 31, 1993 and 1992 and the
results of their operations and their cash flows for each of the three years in
the period ended December 31, 1993, in conformity with generally accepted
accounting principles.

As explained in the notes to the consolidated financial statements,
effective January 1, 1993, the Partnership changed its method of accounting for
postretirement benefits to adopt the provisions of Statement of Financial
Accounting Standards No. 106, "Employers' Accounting for Postretirement Benefits
Other Than Pensions."

ARTHUR ANDERSEN & CO.
Chicago, Illinois,
March 17, 1994
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SEALED POWER TECHNOLOGIES LIMITED PARTNERSHIP AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

DECEMBER 31,

(THOUSANDS OF DOLLARS)

ASSETS
Current Assets:
CaSh . L e $ 187 $ 198
Trade accounts receivable, less allowances for doubtful accounts
of $656 and $567, respectively...... ...t 40,323 33,514
Accounts receivable--Affiliate....... ..ot i ¢} 578
Inventories:
Finished produCts. .. ...t et 6,479 9,174
WOTrK AN PrOCESS . it ittt ittt e e ettt 7,099 6,872
Raw materials and supplies.......... .ttt 7,379 6,995
Prepaid expenses and other current assets..........ovviiiiiinnnnn 15,184 17,230
Total Current ASSetS....... .ttt $ 76,651 $ 74,561
Investment in affiliates. ...t s 10,250 9,626
Property, plant and equipment, at COSt.......coviiiiiiiiiiiinnnnnn 274,353 265, 844
Less: Accumulated depreciation.......... .t (182,960) (174,738)
$ 91,393 $ 91,106
Other @SSeLS . ittt i i 3,476 5,542

LIABILITIES AND PARTNERS' CAPITAL (DEFICIT)
Current Liabilities:

Bank overdrafts. ... e $ 3,771 $ 1,348
AcCOUNtS payable. ... .t e 18,930 20,754
Current maturities of long-term debt.............. ... i, 26,693 19,159
Accrued liabilities. ... .t e e 30,620 25,362
Total Current Liabilities......... ..t $ 80,014 $ 66,623
Long-Term Debt . ... i i e i e 183,513 199,144
Post-employment Benefits.......oi it s 92,951 0
Other Long-Term Liabilities........uuiiiinnnnniiiiiiiininnnnnnss 4,550 3,000
Partners' Capital (Deficit):
General PartnersS. ... ..ttt i e e (1,462) 364
Limited Partners. .. .....o i i i i s (177,796) (88,296)
Total Partners' Capital (Deficit).........iiiiiiinniiiinnnnnnn. $(179,258) $ (87,932)

The accompanying notes to consolidated financial statements are an integral part
of these statements.
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SEALED POWER TECHNOLOGIES LIMITED PARTNERSHIP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

NET SALES:
[ ST e 11T
o 00

COSTS AND EXPENSES:
Costs of products SOld........cviiiiiiin i
Selling, distribution & administrative expenses.............
Other expense (income), Net.......vuiiiiinnn i iinnnns

EARNINGS BEFORE INTEREST . ..... ..ttt innanns
Interest expense, Net...... ...t

Income (loss) before cumulative effect of change in accounting
MEthOd. . o e e
Cumulative effect of change in accounting method..............

INCOME (LOSS) .+ s vt ete ittt ettt et et et e e et et e

FOR THE YEARS ENDED DECEMBER 31,

(THOUSANDS OF DOLLARS)

$370, 072
21,497

$391, 569
337,771
28,271
(2,031)

$327,410
27,823

$355,233
298, 364
26,653
(2,757)

The accompanying notes to consolidated financial statements are an integral part

of these statements.
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$292, 824
27,024

$319, 848
274,535
24,046
(1,987)
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SEALED POWER TECHNOLOGIES LIMITED PARTNERSHIP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF PARTNERS' CAPITAL

Partners' Capital (Deficit) at December 31, 1990.............
Loss for the Year Ended December 31, 1991..................
Contributed Capital........ .t
Return of Capital......c.uuiiiiininn ittt

Partners' Capital (Deficit) at December 31, 1991.............
Income for the Year Ended December 31, 1992................

Partners' Capital (Deficit) at December 31, 1992.............
Loss for the Year Ended December 31, 1993..................
Distribution of Capital..........oiiiiiiiiininiinnnnnnnnrsss
Return of Capital..........coii i i

Partners' Capital (Deficit) at December 31, 1993.............

GENERAL
PARTNERS

LIMITED
PARTNERS

TOTAL

(THOUSANDS OF DOLLARS)

$ 466
(176)

$ (93,284)
(8,624)
10, 014

(28)

$ (91,922)

3,626

$ (88,296)
(87,220)
(2,244)
(36)

The accompanying notes to consolidated financial statements are an integral part

of these statements.
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$ (92,818)
(8,800)
10,014

(28)

$ (91,632)

3,700

$ (87,932)
(89, 000)
(2,290)
(36)
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SEALED POWER TECHNOLOGIES LIMITED PARTNERSHIP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31,

(THOUSANDS OF DOLLARS)

Cash Flows From Operating Activities:
INCOME (0SS ) ittt it ittt ettt e ettt e $(89,000)
Adjustments to reconcile income (loss) to net cash provided
by operations:

Cumulative effect of change in accounting method......... 89,500
Depreciation and amortization............... .. i, 20,377
Decrease (increase) in accounts receivable............... (6,231)
Decrease in INVeNntories........ ..ttt 2,084
Decrease (increase) in prepaid expenses and other current
S S S s 4 vt ettt e e 2,046
(Decrease) increase in bank overdrafts................... 2,423
(Decrease) increase in accounts payable.................. (1,824)
Increase in accrued liabilities.............c.ciiiiiiinnn.. 5,258
Earnings of affiliate.........ovviiiiiiiiiiiininnnnnnnns (292)
Dividends from affiliates..........coiiiiiiiinn .. 0
Increase in long term liabilities..............civuiuunnn.. 5,001
Other . o e e e (835)
Net cash provided by operating activities................... $ 28,507
Cash Flows From Investing Activities:
Capital expenditures, net........c.uuiiiiinnnn i iinnnns $(17,763)
Investment in affiliates............ i (332)
Net cash used for investing activities...................... $(18,095)

Cash Flows From Financing Activities:

Capital contributed in cash......... ..., 0
Bank payments, net............ i s (8,097)
Distribution. . ... e e (2,326)
Net cash provided by (used for) financing activities.......... $(10,423)
Net increase (decrease) in cash..........ciiiiiiinnnnnnnn (11)
Cash at beginning of period...........c i, 198
Cash at end of period.......... .. . it it $ 187

$ 3,700

(63)

The accompanying notes to consolidated financial statements are an integral part

of these statements.
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$ (8,800)

0
18,655
71
3,622

(2,876)
(1,319)
(971)
1,420
(467)
1,005
1,322
365

(300)

10,014

(28)
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SEALED POWER TECHNOLOGIES LIMITED PARTNERSHIP AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) BASIS OF PRESENTATION

Sealed Power Technologies Limited Partnership (the "Partnership" or "Sealed
Power Technologies") began operating at the end of May 1989, upon completion of
a plan in which SPX Corporation ("SPX") contributed the Sealed Power, Contech,
Filtran and Hy-Lift divisions of SPX (the "Contributed Operations") to the
Partnership. SPX retained a 49% interest in the Partnership. The Partnership
obtained financing on the basis of the Contributed Operations through a
combination of bank debt and subordinated debentures (the "Financing") with no
recourse to SPX. Proceeds from the Financing of $245 million were distributed by
the Partnership to SPX at the end of May 1989. SPX retained $15 million of
accounts receivable from the Contributed Operations. The transactions described
above are collectively referred to as the "Transactions."

The consolidated financial statements include the assets and liabilities of
the Sealed Power, Contech, Hy-Lift and Filtran divisions of Sealed Power
Technologies Limited Partnership and two wholly owned subsidiaries and are
stated on the basis of historical cost at the time of contribution. Prior to May
31, 1989, the assets and liabilities of the Sealed Power, Contech, Hy-Lift, and
Filtran divisions were part of SPX and had no separate legal status.

Effective December 31, 1993, SPX acquired Riken Corporation's 49% interest
in Sealed Power Technologies for $39 million. Additionally, the Partnership
intends to redeem the 2% management interest in Sealed Power Technologies for
approximately $3 million. As a result of this transaction, SPX is accounting for
Sealed Power Technologies as a wholly owned subsidiary beginning with the
consolidation of the Sealed Power Technologies balance sheet as of December 31,
1993.

(2) SUMMARY OF ACCOUNTING POLICIES

The accounting and financial policies which affect significant elements of
the consolidated financial statements of the Partnership and which are not
apparent on the face of the statements, or in other notes to consolidated
financial statements, are described below.

A. PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of Sealed Power
Technologies and wholly-owned subsidiaries after elimination of all significant
intercompany accounts and transactions. Certain amounts shown for 1992 and 1991
have been reclassified to conform with the 1993 presentation in order to provide
a more meaningful basis for comparison with 1993.

B. INVENTORIES

Inventories are stated at the lower of cost or market and include material,
labor and factory overhead. Inventories are based on the last-in, first-out
(LIFO) method. Inventories, if priced on the first-in, first-out (FIFO) method,
which approximates market, would have been approximately $6,995,000 and
$8,761,000 greater at December 31, 1993 and 1992, respectively. During 1993,
1992 and 1991, certain inventory quantities were reduced, resulting in
liquidations of LIFO inventory quantities carried at lower costs. The effect was
to increase income by $1,453,000, $1,554,000 and $1,560,000 in 1993, 1992 and
1991, respectively.

C. PROPERTY, PLANT AND EQUIPMENT

The Partnership principally uses the straight-line method for computing
depreciation expense. For income tax purposes, the Partnership generally has
used accelerated methods where permitted.

Asset additions and improvements are added to the property accounts at cost
while maintenance and repairs which do not renew or extend the lives of the
respective assets are expensed currently. Upon sale or retirement of depreciable
properties, the related cost and accumulated depreciation are removed from the
accounts. The net gain or loss on disposition of property is credited or charged
to income.

D. DEFERRED CHARGES

Pre-operating costs of $8,154,000 are being amortized on a straight line
basis over a period of five years. The accumulated amortization of these costs
were $7,425,000, $5,805,000 and $4,185,000 as of December 31, 1993, 1992 and
1991, respectively.

E. INCOME TAXES

As a limited partnership, Sealed Power Technologies is not liable for state
or federal income taxes. Subject to certain restrictions, the Partnership will
distribute cash to the partners in an amount that approximates the tax liability
of the partners' arising from the operations of the Partnership. The Partnership
expects to distribute approximately $5 million in 1994 relating to 1993 taxable
income. The Partnership distributed $2.3 million in 1993 relating to 1992
taxable income. No distributions were required for 1991 or 1990.

F. PARTNERS' CAPITAL

The Managing General Partner of the Partnership is Sealed Power Management
Corp. SPX owns 96% of the limited partnership interest and a 2% general



partnership interest in the Partnership. Members of management of the
Partnership collectively own approximately a 2% limited partnership interest.
Earnings or losses of the Partnership are shared by the general and limited
partners in proportion to their ownership interests. Partnership interests are
subject to restrictions and are not publicly traded.
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SEALED POWER TECHNOLOGIES LIMITED PARTNERSHIP AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(3) INDEBTEDNESS

Long-term debt at December 31, 1993 and 1992, consisted of the following:

DECEMBER 31,

(THOUSANDS OF DOLLARS)

Senior subordinated debentures, 14 1/2%, due May 15, 1999, with mandatory sinking fund

payment of $50,000 0N May 15, 1098, . . ..ttt ettt e e s $100, 000

Term bank loan, with interest rates established periodically based on prime or LIBOR
rates, due in varying quarterly installments through September 30, 1996................. 78,863
Mortgage loan, 9 5/8%, due in monthly installments through September 30, 1994............. 1,343
REVOLIVING Credit L0anS . ittt ittt ettt ittt a s st ettt 30,000
10 T $210, 206
LessS: CUrrent MaturitiesS . vttt ittt s 26,693
$183,513

The Term Bank Loan and the Revolving Credit Loans are provided by a
syndicate of ten banks. The Partnership has available up to $25 million of
revolving credit as of December 31, 1993, subject to receivable and inventory
balances. Additionally, $16 million of financing is available through the
Deferred Term Loan Facility under the Bank Credit Agreement to make payments on
borrowings under the Term Loan Facility should funds not be sufficient to make
scheduled amortization payments due under the Term Loan Facility. The
Partnership also has $5 million available on a swingline loan facility used to
manage daily cash receipts and disbursements. Loans under this facility are
payable in 5 days. Management believes the facilities are adequate to cover the
1994 cash requirements of the Partnership.

The Partnership has entered into hedging arrangements which fix the interest
rate of approximately $70 million of the bank borrowings at 11 1/2% for a period
ranging from one to three years. The unhedged bank loans bear interest at 1 1/4%
over the prime rate or 2 1/4% over the LIBOR rate. The rates are set, at the
option of the Partnership, for various periods up to one year in length.
Substantially all assets of the Partnership are pledged as collateral for loans
under the Bank Credit Agreement.

The Partnership is subject to a number of restrictive covenants under the
Bank Credit Agreement, as amended, and the Indenture related to the subordinated
debentures. Under the most restrictive of these covenants as of year-end, the
Partnership must: (a) meet a fixed charge coverage ratio of 1.10 to 1; (b) meet
a cash interest expense coverage ratio of 1.90 to 1; (c) meet a current ratio of
1.5 to 1; and (d) limit net capital expenditures for the year ended December 31,
1993, to $18 million. At year end, the Partnership's actual fixed charge ratio
was 1.12 to 1; its cash interest expense coverage ratio was 2.04 to 1; its
current ratio was 1.5 to 1 and net capital expenditures were approximately $17.8
million. The cash interest expense coverage ratio becomes more restrictive in
future periods. The covenants also restrict distributions to the partners.

Under Statement of Financial Accounting Standards No. 107, "Disclosures
About Fair Value of Financial Instruments", the Partnership is required to
report the amounts at which its debt securities could be exchanged in a current
transaction between willing parties, other than in a forced or liquidation sale.
The fair market value of the Partnership's senior subordinated debentures was
$108, 000,000 at December 31, 1993. With respect to the term loan and related
hedging agreement, the Partnership has determined that the book value is not
materially different than the fair market value.

Financing costs incurred by the Partnership at the time of the Transactions
are being amortized over the life of the respective borrowings. Amortization of
$1.2 million was recorded in 1993, 1992 and 1991.

The aggregate amounts of long-term debt due in each of the next five years
are as follows:

YEAR AMOUNT DUE

(THOUSANDS OF DOLLARS)

1004 . 1 et e $26, 693
EC 1 28,906
1906 . 4 ettt e et e e e e e e e e 54,607
10907 4 ettt e e e e e e 0
=1 A 50,000

I = T o 50, 000

$100, 000

98,925
1,378
18, 000
$218, 303
19,159



The aggregate amount of cash payments for interest for the years ended
December 31, 1993, 1992 and 1991 was $25.9 million, $28.1 million and $30.9
million, respectively.
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SEALED POWER TECHNOLOGIES LIMITED PARTNERSHIP AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(4) PENSION PLANS AND POSTRETIREMENT BENEFITS

Upon the contribution of the net assets from SPX to the Partnership on May
31, 1989, the Partnership assumed the liability for employees' prior service
with SPX and the pension funds associated with those liabilities.

The policy of the Partnership is to record pension expense in accordance
with Statement of Financial Accounting Standards No. 87 subject to the minimum
funding requirements of ERISA. Contributions in excess of pension expense are
considered prepayments for financial accounting purposes.

Substantially all employees of the Partnership are covered by defined
benefit or defined contribution pension plans. The Partnership's defined benefit
plans provide pension benefits that are principally based on the employee's
years of credited service.

Pension expense for the defined benefit plans consisted of:

Service cost-benefit earned during the period......... ... i
Interest cost on projected benefit obligation............ .. i,
ACtUAL FEtUIN 0N @SS S .ttt ittt ittt ittt it st et it ittt s
Net amortization and deferral. . ... ..t et s

Net periodiC PeNSION COST. .ttt ittt sttty

Assumptions used to determine pension expense:

0 =Yoo 11 | o o of =

Rates of increase in compensation levels

TO A0E 40, ittt e s
I T 1 [T
AT EEr Age BO. . it e
Expected long-term rate of return On aSSEeLS. ...ttt

The following table sets forth the funded status and amounts recognized in the
Partnership's consolidated balance sheet at December 31, 1993 and 1992. Plan
assets consist principally of equity and fixed income security investments.

DECEMBER 31, 1993

ASSETS ACCUMULATED

EXCEED BENEFITS
ACCUMULATED EXCEED

BENEFITS ASSETS

FOR THE YEARS EN
31,

(THOUSANDS OF

$ 2,671 $ 2,5

7,597 7,0
(16,425) (8,1
6,217 (1,4

$ 60 $

1993

~
)]

%

© oo
[ NoNoNo)

DED DECEMBER

DOLLARS)

69 $ 2,206

21 6,604
04) (28,542)
76) 19,936
1  $ 204

1992 1991

8.3 % 8.3 %

o h~o~N
aoe o
o o~
oo o

DECEMBER 31, 1992
ACCUMULATED
BENEFITS
EXCEED
ASSETS

ASSETS
EXCEED
ACCUMULATED
BENEFITS

(THOUSANDS OF DOLLARS)

Actuarial present value of benefit obligations

Vested benefit obligation.............. ..o, $ 80,672 $ 2,707
Accumulated benefit obligation................ ..o, $ 97,596 $ 3,342
Projected benefit obligation...................c. .. $ 107,190 $ 3,342
Plan assets at fair value...........ciiiiiiiinnnnnnnnns 120, 836

Projected benefit obligation (in excess of) or less than

Plan @ssetS. ...ttt i e $ 13,646 $
Unrecognized net (gain) 10SS.......vtiviininnnnrnnnnnnnn (18,074)
Prior service cost not yet recognized in net periodic

PENSION COSt .. vttt ittt e e s s e 8,981
Unrecognized net obligation at January 1, 1985.......... (1,856)

Prepaid pension cost (pension liability) recognized in
the consolidated balance sheet............... ... ... .. $ 2,697 $

In addition to the defined benefit plans, cash contributions to defined
contribution pension plans were $291,000 in 1993, $227,000 in 1992, and $223,000

$ 68,421
$ 82,129
$ 91,382
109,119

$ 17,737
(20,300)
6,994
(1,999)

$ 2,432

$ (206)
(105)

195
40



in 1991.
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SEALED POWER TECHNOLOGIES LIMITED PARTNERSHIP AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(4) PENSION PLANS AND POSTRETIREMENT BENEFITS (CONTINUED)

Under the Partnership's Retirement Savings Plan, income tax is deferred on
amounts contributed by employees under Section 401(k) of the Internal Revenue
Code. An eligible employee may contribute up to 6% of his regular cash
compensation and the Partnership contributes, on a matching basis, 50% of the
employees' contributions. Eligible employees also are permitted to make
additional unmatched contributions under the Retirement Savings Plan of up to
another 9% of their total cash compensation. The Partnership's expense for the
Retirement Savings Plan for the years ended December 31, 1993, 1992 and 1991,
was $951,000, $845,000, and $818,000, respectively.

In addition to providing the above described benefits, the Partnership
provides postretirement health care and life insurance benefits for certain
retired employees. Prior to 1993, the cost of these benefits was recognized as
expense as claims or premiums were paid. The total cost of these postretirement
benefits charged to income was $2,766,000 and $2,338,000 for 1992 and 1991,
respectively.

Effective January 1, 1993, the Partnership adopted Statement of Financial
Accounting Standards (SFAS) No. 106, "Employers' Accounting for Postretirement
Benefits Other Than Pensions." SFAS No. 106 requires recognition, during the
employees' service with the company, of the cost of their retiree health and
life insurance benefits.

The Partnership elected to immediately recognize the cumulative effect of
the change in accounting for postretirement benefits of $89.5 million, which
represents the accumulated postretirement benefit obligation (APBO) existing at
January 1, 1993. The APBO represents the present value of estimated future
benefits payable to current retirees, and the earned portion of estimated
benefits payable to active employees after retirement. Ongoing additional
charges for active employees are accrued annually to the date of full
eligibility.

The following tables summarize the components of net periodic benefit cost
and the plans' funded status (all dollar amounts in thousands):

NET PERIODIC POSTRETIREMENT BENEFIT COST FOR 1993
LT T Y Ko = T 0 o Y3 $1,579
B o= = o O 0 1 7,430
EXpeCted RetUIN ON ASSEE S . ittt ittt ittt e e et ettt (48)
= o 0o 1 $8,961
FINANCIAL POSITION DECEMBER 31, 1993

Accumulated Postretirement Benefit Obligation:

LS o $ (43,896)
Actives FUlly Eligible. ... u ittt ettt et i s (8,331)
APBO FULLy Eligable. ..o i i i s i e s $ (52,227)
Actives--Not Fully Eligible. ......i i i it i it i e i (20,840)
TOEAL APBO .« vttt ettt ettt et et e e e e e e e s $ (73,067)
ASS B S . it e e e s 845
Unfunded StatUsS. ...t i i e i e e $ (72,222)
Unrecognized:
PriOr SerVACE COS T . i vttt ittt sttt ettt e e (24,194)
L = o (7= e 2 T 1 13 865
Accrued Postretirement Benef it COSt. . ...ttt ittt s $ (95,551)

The APBO was actuarially determined based on assumptions regarding the
discount rate and health care trend rates. The health care trend assumption
applies to postretirement medical and dental benefits. Different trend rates are
used for pre-age 65 and post-age 65 medical claims and for expected dental
claims. The trend rate used for the medical plan was 15% initially, grading to a
6% ultimate rate by 1% each year for pre-age 65 claims; and 10.5% grading to 6%
by .5% each year for post-age 65 claims. The trend rate for the dental plan was
6% each year. The liability was discounted using a 7.5% interest rate. A 1%
increase in the health care cost inflation trend rate would cause the APBO to
increase by approximately $6 million and would increase the periodic expense
provision by approximately $1 million.

Effective January 1, 1994, the Partnership must adopt Statement of Financial
Accounting Standards No. 112, "Employers' Accounting for Postemployment
Benefits." The Partnership's preliminary assessment of this statement indicates
that it should not have a significant impact on the financial position or
results of operations of the Partnership.



(5) COMMITMENTS AND CONTINGENT LIABILITIES

The Partnership leases certain facilities and equipment under lease
agreements which expire at various dates through 1998. Minimum rental
commitments on these leases are $807,000 for 1994, $615,000 for 1995, $386,000

for 1996, $160,000 for 1997, and
F-43
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SEALED POWER TECHNOLOGIES LIMITED PARTNERSHIP AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(5) COMMITMENTS AND CONTINGENT LIABILITIES (CONTINUED)

$129,000 for 1998. Rentals on these leases were approximately $903, 000,
$889,000, and $892,000 for the years ended December 31, 1993, 1992 and 1991,
respectively.

The Partnership is guarantor of certain debt securities, amounting to $2.5
million issued by its U.S. joint venture.

Certain claims, including environmental matters, suits and complaints
arising in the ordinary course of business, have been filed or are pending
against the Partnership. In the opinion of management, all such matters are
without merit or are of such kind, or involve such amounts, as would not have a
significant effect on the financial position or results of operations of the
Partnership if disposed of unfavorably. Additionally, the Partnership has
insurance to minimize its exposures of this nature.

The Partnership's operations and products are subject to federal, state and
local regulatory requirements relating to environmental protection. It is the
Partnership's policy to comply fully with all such applicable requirements. As
part of its effort to comply, management has established an ongoing internal
compliance auditing program which has been in place since 1989. Based on current
information, management believes that the Partnership's operations are in
substantial compliance with applicable environmental laws and regulations and
the Partnership is not aware of any violation that could have a material adverse
effect on the business, financial conditions, or results of operations of the
Partnership. There can be no assurance, however, that currently unknown matters,
new laws and regulations, or stricter interpretations of existing laws and
regulations will not materially affect the Partnership's business or operations
in the future.

In addition, it is the Partnership's practice to reduce use of
environmentally sensitive materials as much as possible. First, it reduces the
risk to the environment in that such use could result in adverse environmental
affects either from operations or utilization of the end product. Second, a
reduction in environmentally sensitive materials reduces the ongoing burden and
resulting cost of handling, controlling emissions, and disposing of wastes that
may be generated from such materials.

The Partnership is also subject to potential liability for the costs of
environmental remediation. This liability may be based upon the ownership or
operation of industrial facilities where contamination may be found as well as
contribution to contamination existing at offsite, non-owned facilities. These
offsite remediation costs cannot be quantified with any degree of certainty. At
this time, management can estimate the environmental remediation costs only in
terms of possibilities and probabilities based on available information.

The Partnership has been identified as a potentially responsible party with
respect to six separate sites which involve CERCLA type environmental
remediation. In all but one of these sites, it has been established that the
Partnership falls into the category of de minimus contributor, and thus, it
believes its liabilities, both individually and in the aggregate, are not
material. A determination has not been made at the other site, where the
Partnership may be found to be a Superfund contributor, however, it does not
believe its liability for remediation costs would exceed $150,000.

In the case of contamination existing upon properties owned or controlled by
the Partnership, the Partnership has established reserves which it deems
adequate to meet its current remediation obligations.

There can be no assurance that the Partnership will not be required to pay
environmental compliance costs or incur liabilities that may be material in
amount due to matters which arise in the future or are not currently known to
the Partnership.

(6) OPTION SHARES

The Partnership has an Employee Option Plan which provides Limited
Partnership Shares (the "Option Shares") to key employees of the Partnership.
Options expire no later than 10 years from the date of grant. Following exercise
of the options, the Management Partners and other key employees of the
Partnership are expected to own, in the aggregate, 10% of the Partnership
interests. Option Shares will be reserved for the Management Partners to
maintain their 2% aggregate Partnership interest. Employee options vest over
time and after the Partnership achieves certain financial targets. Under the
Plan, 8,601 options are authorized for grant, of which 7,875 have been granted
and are outstanding. In 1993, no options were granted. In 1992 and 1991, 900 and
780 options were granted at an average price of $484 and $550 per share,
respectively. Options vested under the plan were 2,861 through December 31,
1993. There were 110 options exercised and no options canceled in 1993. There
were 178 options exercised and no options canceled in 1992. No options were
exercised or canceled in 1991. There were 290, 200 and 1,330 options forfeited
in 1993, 1992 and 1991, respectively.

(7) BUSINESS
The Partnership is in one line of business. It manufactures engine,
transmission and steering column components and distributes these components to

manufacturers of transportation equipment and distributors of aftermarket parts.

Sales to various plants, divisions or subsidiaries of General Motors and



Ford were approximately 25% and 23%, respectively, of 1993 sales, 27% and 20%,
respectively, of 1992 sales, and 31% and 15%, respectively, of 1991 net sales.
Sales to SPX were 5%, 8%, and 8%, of 1993, 1992, and 1991 net sales,
respectively. No other customer or group of customers under common control
accounted for 10% or more of net sales in 1993. See Note 12 for a discussion of
sales to related parties. Export sales were less than 10% of net sales for 1993,
1992, and 1991.
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(8) INVESTMENT IN AFFILIATES

As of December 31, 1993 and 1992, investments as shown on the consolidated
balance sheet included the Partnership's 40% interest in a Mexican affiliate and
50% interest in a U. S. joint venture for the production and sale of engine
parts. The remaining 50% of the U.S. joint venture is owned equally by SPX and
Riken. These investments are accounted for under the equity method. As of
December 31, 1993 and 1992, approximately $1,818,000 and $1,527,000,
respectively, of the Partnership's capital consisted of undistributed earnings
of the investments. At December 31, 1993, the Partnership's prorata share of the
Mexican affiliate's equity exceeded the carrying value of the investment
recorded in the consolidated financial statements by approximately $1.8 million.

Summarized combined financial information from the unaudited financial
statements of the two affiliates was as follows:

DECEMBER 31,

(THOUSANDS OF DOLLARS)

[ O =T o o Fo3 =1 = o= $13, 352 $13,745
NON-CUNrEeNT ASSEE S . vttt ittt it i s i s st s s s s e e 31,810 33,680
CUrrent 1iabilataes. ottt e 8,706 10,056
Non-current 1iabilitde S . vt ittt it e 6,316 8,856
=2 U Y2 30,140 28,514

FOR THE YEARS ENDED DECEMBER
31,

(THOUSANDS OF DOLLARS)

Bt SIS . vt vttt et e e $36, 005 $35, 953 $34,680
COSES AN EXPENMSES . vt vttt ettt ettt ettt ettt 32,395 31,488 28,854
Earnings before Interest. ... i e e 3,610 4,197 5,834
INtEreST EXPENSE, MET .t vttt ettt ettt et et e ettt e ettt ettt s 862 1,388 2,016
L= o 13 Yoo 1= 1,309 1,879 3,795

(9) SUPPLEMENTARY FINANCIAL INFORMATION

PROFIT AND LOSS

CHARGED TO COSTS AND EXPENSES
FOR THE YEARS ENDED
DECEMBER 31,

(THOUSANDS OF DOLLARS)

Maintenance and e ALl S . . vttt ettt ettt e e e $29,578 $28,517 $25,844
Depreciation and amortization. . ... ...ttt s 20,377 19,090 18,655
Taxes, other than income taxes
PaY IOl faXES . ottt ittt s 10,484 9,895 8,514
OO LaXES e v vt vttt ittt ettt ettt et e e e 4,146 4,664 4,175
Research and Development . ...ttt ittt it et s 3,429 3,835 3,599

F-45
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(9) SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)

BALANCE SHEET

ASSETS
Prepaid t00LaNg. v vttt s
LIABILITIES
ACCIUEA PAYIOL LS. ottt ittt ettt s e e
Accrued employee benefit pPrograms. . ... ...ttt s
AcCrued INtereSt. . o i e e e

(10) RESERVE FOR LOSSES ON RECEIVABLES

Changes in the reserve for losses on receivables were as follows:

BALANCE AT DECEMBER 31, 1990. . ...\ttt ittt it in i aa et nnanss
Amount charged t0 OPeratioNS . v v ittt ittt e
Accounts written off, net Of reCOVeriesS. . ...ttt ettt

BALANCE AT DECEMBER 31, 190, . ...ttt ittt ittt sn ittt nnsnss
Amount charged to OpPerationS. ... . ittt e e s
Accounts written off, net of recoveries........ ...t

BALANCE AT DECEMBER 31, 1992, .. ... tttt ittt
Amount charged to OperationS. ... .. it i i it i e
Accounts written off, net of recoveries........c.ci ittt

BALANCE AT DECEMBER 31, 1993, ... ... ittt ittt

DECEMBER 31,

(THOUSANDS OF DOLLARS)

$9,212 $11, 306

DECEMBER 31,

(THOUSANDS OF DOLLARS)

$10,199 $8, 620
7,521 8,431
4,428 4,530

(THOUSANDS OF DOLLARS)

$ 873
96
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(11) PROPERTY, PLANT AND EQUIPMENT AND RELATED ACCUMULATED DEPRECIATION

Changes in property, plant and equipment accounts and in related accumulated
depreciation for the years ended December 31, 1993, 1992 and 1991, are shown

below:
MACHINERY
AND
PROPERTY, PLANT & EQUIPMENT, AT COST LAND BUILDINGS EQUIPMENT TOTAL
(THOUSANDS OF DOLLARS)

BALANCE AT DECEMBER 31, 1990. ... ..t ittninintrninenannn s asnens $1, 447 $ 48,347 $191, 109 $240,903
Additions and transfers, at COSt.......... . i 50 3,019 10,485 13,554
Retirements and other, at COSt......... ittt e 0 c] (335) (335)

BALANCE AT DECEMBER 31, 1991, ... ..ttt ittt it $1,497 $ 51,366 $201, 259 $254,122
Additions and transfers at COSt.........cuiiiiiriin ittt 5 1,117 11,973 13,095
Retirements and other, at cost......... ..o 0 [¢] (1,373) (1,373)

BALANCE AT DECEMBER 31, 1902, ..\ttt ittt eenin ettt eenenenenennns $1,502 $ 52,483 $211, 859 $265, 844
Additions and transfers at COSt.........iiiiiiiiiiii it 0 607 18,992 19,599
Retirements and other, at COSt........ ...ttt 0 (3,020) (8,070) (11, 090)

BALANCE AT DECEMBER 31, 1993, . .1t 'tttttttenen et ettt enaenaennns $1,502 $ 50,070 $222,781 $274,353

MACHINERY
AND
PROPERTY, PLANT & EQUIPMENT, ACCUMULATED DEPRECIATION BUILDINGS EQUIPMENT TOTAL
(THOUSANDS OF DOLLARS)

BALANCE AT DECEMBER 31, 1990. ... 'ttt ittt ittt nnenns $25,662 $118, 206 $143, 868
Additions-charged to Operations. . ...t s 1,191 14,562 15,753
Deductions-retirements, renewals, transfers, dispositions, replacements........ 0 76 76

BALANCE AT DECEMBER 31, 19090, ... ittt ittt ot sttt nnensas $26, 853 $132,844 $159, 697
Additions-charged to Operations. . ...ttt e 2,267 13,953 16,220
Deductions-retirements, renewals, transfers, dispositions, replacements........ 0 (1,179) (1,179)

BALANCE AT DECEMBER 31, 1992, . .\t tttttttttne ittt e e e e et te ettt ettt tneens $29,120 $145, 618 $174,738
Additions-charged to operations. ... ..ot i i s 2,222 15,254 17,476
Deductions-retirements, renewals, transfers, dispositions, replacements........ (2,065) (7,189) (9,254)

BALANCE AT DECEMBER 31, 1993, ... ittt ittt i ittt $29,277 $153, 683 $182, 960

The Partnership's plant, property and equipment and related accumulated
depreciation for 1993 were impacted by the write-down to estimated fair market
value of a foundry, which is scheduled to be closed in 1994, and the accelerated
depreciation of assets used in the production of a product line scheduled to be
discontinued. The impact of the foundry write-down on plant, property and
equipment retirements was $3 million on buildings and $7.2 million on machinery
and equipment, and the impact on accumulated depreciation retirement was $2.1
million on buildings and $6.3 million on machinery and equipment. The impact of
the accelerated depreciation of assets used in the production of a product line
scheduled to be discontinued was to increase additions to accumulated
depreciation by $1.8 million.

(12) RELATED PARTY TRANSACTIONS

Sales to and purchases from affiliates, primarily with the aftermarket
operations of SPX, are based upon negotiated prices. Sales to affiliates were
$21, $28, and $27 million during the years ended December 31, 1993, 1992 and
1991, respectively. Sales to SPX were discontinued effective November 1, 1993,
as a result of SPX's sale of its aftermarket operations. Purchases from
affiliates were $2, $3, and $4 million during the years ended December 31, 1993,
1992 and 1991, respectively.

Receivables from affiliates represent uncollected sales to the aftermarket
operation of SPX, and unpaid management fees related to SPT (Europe).

The Partnership has entered into service agreements with SPX whereby SPX
administered certain insurance and administrative programs for the Partnership
during 1993, 1992, and 1991. Costs of the insurance programs are based upon paid
or accrued claims that relate directly to the Partnership.

In July 1991, the Partnership began managing a European piston ring and
cylinder sleeve business which was acquired in June 1991 by a partnership formed
by SPX. In October 1992, a new partner effectively contributed its European
piston ring business to this partnership in exchange for an equity ownership in
the European partnership. The business produces piston rings and cylinder
sleeves for
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(12) RELATED PARTY TRANSACTIONS (CONTINUED)

European original equipment and replacement markets. It has manufacturing
facilities in Barsinghausen, Germany; Vilanova, Spain; and Pringy, France. The
Partnership receives a fee for managing the European business.

(13) SUBSEQUENT EVENT

Late in the fourth quarter of 1993, SPX determined that virtually all
existing Partnership debt should be refinanced in anticipation of the purchase
of Riken's 49% interest in the Partnership (Note 1), due to favorable prevailing
interest rates, scheduled debt maturities, and to maintain the flexibility to
grow through internal investments and acquisitions. The plan of refinancing
includes an offering by SPX of $260 million of senior subordinated notes, which
SPX expects to have completed by June 30, 1994. These notes are anticipated to
bear interest at a rate of approximately 10% and will be due in or after the
year 2002. At that time, the proceeds will be used to retire existing
Partnership borrowings, including the $100 million of 14.5% Senior Subordinated
Debentures, the Term Bank Loan, and the Revolving Credit Loans. Excess proceeds
will be used to pay down the SPX revolving credit facility at that time.

(14) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

TOTAL FOURTH THIRD SECOND
PARTNERSHIP RESULTS 1993: YEAR QUARTER QUARTER QUARTER

(IN MILLIONS OF DOLLARS)

NEt SIS . it ittt s $391.6 $94.5 $91.5 $103.8
GrOSS Prof At vt i it e 56.5 12.9 13.0 16.1
Income before interest...... ... i i i s 27.6 3.1 7.1 9.7
I 0 o = = 27.1 6.7 6.8 6.9
Income (loss) before cumulative change in accounting method......... 0.5 (3.6) 0.3 2.8
Cumulative effect of change in accounting method.................... (89.5) 0.0 0.0 0.0
g oo 1 T= T (1o T3 (89.0) (3.6) 0.3 2.8
TOTAL FOURTH THIRD SECOND

PARTNERSHIP RESULTS 1992: YEAR QUARTER QUARTER QUARTER

(IN MILLIONS OF DOLLARS)
NEt SALES . .t ittt s $355.2 $83.5 $87.2 $ 97.9
GrOSS Prof At vt e 56.9 11.6 13.9 17.8
Income before Interest. .. ... i i i e s 33.0 7.0 9.1 10.5
8 o = 29.3 6.9 7.3 7.5
g oo 1 T= T (1o 113 3.7 1 1.8 3.0
TOTAL FOURTH THIRD SECOND
PARTNERSHIP RESULTS 1991: YEAR QUARTER QUARTER QUARTER
(IN MILLIONS OF DOLLARS)

NEt SALES . .ttt ittt s $319.8 $79.2 $82.2 $ 82.0
GrOSS Prof At vt e 45.3 11.0 12.0 12.4
Income before interest. ... ... i e s 23.3 5.5 6.4 7.4
8 o = 32.1 7.9 8.2 7.9
INCOME (LOSS ) ittt ittt ittt et ettt anas (8.8) (2.4) (1.8) (.5)

FIRST
QUARTER

o
QU ~N~NU

~——

(88.

FIRST
QUARTER

o
NO OO

~
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NO DEALER, SALESMAN OR OTHER PERSON HAS BEEN AUTHORIZED TO GIVE ANY
INFORMATION OR TO MAKE ANY REPRESENTATIONS NOT CONTAINED IN THIS PROSPECTUS,
AND, IF GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATIONS MUST NOT BE RELIED
UPON AS HAVING BEEN AUTHORIZED BY THE COMPANY OR ANY UNDERWRITER. THIS
PROSPECTUS DOES NOT CONSTITUTE AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO
BUY ANY OF THE SECURITIES OFFERED HEREBY IN ANY JURISDICTION TO ANY PERSON TO
WHOM IT IS UNLAWFUL TO MAKE SUCH OFFER IN SUCH JURISDICTION. NEITHER THE
DELIVERY OF THIS PROSPECTUS NOR ANY SALE MADE HEREUNDER SHALL, UNDER ANY
CIRCUMSTANCES, CREATE ANY IMPLICATION THAT THE INFORMATION HEREIN IS CORRECT AS
OF ANY TIME SUBSEQUENT TO THE DATE HEREOF OR THAT THERE HAS BEEN NO CHANGE IN
THE AFFAIRS OF THE COMPANY SINCE SUCH DATE.
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PART II
INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

Securities and Exchange Commission Registration Fee................ $
Printing EXPENSES . it v ttitiitnnns ettt ettt 2
Legal Fees and EXPENSES . . v vttt sn ettt 4
Accounting Fees and EXPEeNSES. .. u sttt 1

Blue SKy Fees and EXPEeNSeS. .. ...ttt
NASD Filing Fee. ... i it i e i
Trustee's Fees and EXPeNSeS . .. .u vttt ittt
RAtiNg AQENCY FEEBS. ittt ittt et et et
MiSCELLANEOUS . o v vttt ettt st s

All amounts are estimated except for the Securities and Exchange Commission
Registration Fee and the NASD Filing Fee.

ITEM 15. JINDEMNIFICATION OF DIRECTORS AND OFFICERS

Section 145 of the Delaware General Corporation Law provides that the
Company may, and in some circumstances must, indemnify the directors and
officers of the Company against liabilities and expenses incurred by any such
person by reason of the fact that such person was serving in such capacity,
subject to certain limitations and conditions therein set forth. Substantially
similar provisions that require such indemnification are contained in Article
Thirteen of the Company's Restated Certificate of Incorporation. Article
Thirteen of the Company's Restated Certificate of Incorporation also contains
provisions limiting the liability of the Company's directors in certain
instances. In addition, the Company has purchased insurance as permitted by
Delaware law on behalf of directors, officers, employees or agents, which may
cover liabilities under the Securities Act of 1933, as amended (the "Act").

Reference is made to the Underwriting Agreement filed as Exhibit 1 hereto
which provides for indemnification against certain liabilities, including
liabilities under the Act.

ITEM 16. EXHIBITS

The following exhibits are filed as part of this Registration Statement:

EXHIBIT

NUMBER DESCRIPTION OF EXHIBITS

1* Form of Purchase Agreement.

4* Form of Indenture (including Form of Note).

5* Opinion of Gardner, Carton & Douglas as to legality of the Notes.

12 Computation of Ratio of Earnings to Fixed Charges.

23.1 Consent of Arthur Andersen & Co.

23.2* Consent of Gardner, Carton & Douglas (included in Exhibit 5).

24* Powers of Attorney of directors and certain officers of the Compan
on the signature page.

25* Form T-1 Statement of Eligibility under the Trust Indenture Act of

Bank of New York, as Trustee under the Indenture.

* Previously filed.

II-1

89, 656
00, 000
50, 000
00, 000
15,000
26,500
10, 000
50, 000
50, 000

y are included

1939 of The
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ITEM 17. UNDERTAKINGS
The undersigned registrant hereby undertakes:

(1) That, for purposes of determining any liability under the Act, the
information omitted from the form of prospectus filed as part of this
registration statement in reliance upon Rule 430A and contained in a form of
prospectus filed by the registrant pursuant to Rule 424(b)(1) or (4) or 497(h)
under the Act shall be deemed to be part of this registration statement as of
the time it was declared effective.

(2) That, for the purpose of determining any liability under the Act,
each post-effective amendment that contains a form of prospectus shall be deemed
to be a new registration statement relating to the securities offered therein,
and the offering of such securities at that time shall be deemed to be the
initial bona fide offering thereof.

(3) That, for purposes of determining any liability under the Act, each
filing of the registrant's annual report pursuant to Section 13(a) or 15(d) of
the Securities Exchange Act of 1934 (and, where applicable, each filing of an
employee benefit plan annual report pursuant to Section 15(d) of the Securities
Exchange Act of 1934) that is incorporated by reference in this registration
statement shall be deemed to be a new registration statement relating to the
securities offered herein, and the offering of such securities at that time
shall be deemed to be the initial bona fide offering thereof.

Insofar as indemnification for liabilities arising under the Act may be
permitted to directors, officers and controlling persons of the registrant
pursuant to the provisions of Item 15, or otherwise, the registrant has been
advised that in the opinion of the Securities and Exchange Commission such
indemnification is against public policy as expressed in the Act and is,
therefore, unenforceable. In the event that a claim for indemnification against
such liabilities (other than the payment by the registrant of expenses incurred
or paid by a director, officer or controlling person of the registrant in the
successful defense of any action, suit or proceeding) is asserted by such
director, officer or controlling person in connection with the securities being
registered, the registrant will, unless in the opinion of its counsel the matter
has been settled by controlling precedent, submit to a court of appropriate
jurisdiction the question whether such indemnification by it is against public
policy as expressed in the Act and will be governed by the final adjudication of
such issue.

II-2
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, as amended, the
registrant certifies that it has reasonable grounds to believe that it meets all
of the requirements for filing this Registration Statement on Form S-3 and has
duly caused this Amendment No. 2 to the Registration Statement to be signed on
its behalf by the undersigned, thereunto duly authorized, in the City of
Muskegon, State of Michigan, on May 26, 1994.

SPX CORPORATION

By: /s/ DALE A. JOHNSON *

Chairman and Chief Executive Officer

Pursuant to the requirements of the Securities Act of 1933, as amended,
this Amendment No. 2 to the Registration Statement has been signed by the
following persons in the capacities indicated on May 26, 1994.

SIGNATURE TITLE
/s/ DALE A. JOHNSON* Chairman and Chief Executive
R e e LT T officer;
Dale A. Johnson Director
/s/ CURTIS T. ATKISSON, JR.* President and Chief Operating

B e officer; Director

/s/ R. BUDD WERNER* Vice President and
R R Chief Financial and Accounting
R. Budd Werner officer
/s/ J. KERMIT CAMPBELL* Director

J. Kermit Campbell
/s/ FRANK A. EHMANN* Director
Frank A. Ehmann
/s/ EDWARD D. HOPKINS* Director
Edward D. Hopkins
/s/ CHARLES E. JOHNSON II* Director
Charles E. Johnson II
/s/ REUBEN W. KAPLAN* Director
Reuben W. Kaplan
/s/ RONALD L. KERBER* Director
Ronald L. Kerber
/s/ PETER H. MERLIN* Director
Peter H. Merlin
/s/ DAVID P. WILLIAMS* Director
David P. Williams
*By: /s/ JAMES M. SHERIDAN Attorney-in-Fact

James M. Sheridan
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EXHIBIT INDEX

EXHIBIT SEQUENTIAL
NUMBER DESCRIPTION OF EXHIBITS PAGE NUMBER
1* Form of Purchase Agreement........ ..ot nnnnnnsrrrennnnnns
4* Form of Indenture (including Form of Note)........coviiiinnnnnnnnn
5* Opinion of Gardner, Carton & Douglas as to validity of the Notes....
12 Computation of Ratio of Earnings to Fixed Charges...................
23.1 Consent of Arthur Andersen & CO.....viv ittt
23.2* Consent of Gardner, Carton & Douglas (included in Exhibit 5)........
24* Powers of Attorney of directors and certain officers of the Company
are included on the signature page..........ovviinnrrirnnrnnnnnns
25* Form T-1 Statement of Eligibility under the Trust Indenture Act of

1939 of The Bank of New York, as Trustee under the Indenture........

* Previously filed.
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GRAPHICS APPENDIX

The inside front cover and inside back cover of the Prospectus include
pictures of certain of the Company's products. Set forth below are the
captions accompanying these pictures:

SPX produces and markets specialty service tools for the repair and
maintenance of motor vehicles by franchised dealers. Specialty tools, like
those pictured, are essential for performing warranty repair and maintenance
work by franchised dealers.

Hand-held scan tools, like the Company's Monitor Series, and the DRB III
(pictured), enable professional vehicle technicians to quickly diagnose
problems in today's complex vehicle electronic systems.

SPX designs, produces and markets engine performance test equipment.
Pictured are Bear 400 and Allen Testproducts SEA engine analyzers. The Bear
400 is PC-based, while the Allen Testproducts SEA uses dedicated electronic
circuitry. These products solve difficult engine performance problems in
today's complex vehicles.

The Company produces and markets specialty tools and equipment for the repair
and maintenance of stationary and mobile air conditioning and refrigeration
equipment. Pictured are several models of the Company's patented system for
the recovery and recycling of environmentally harmful refrigerants.

SPX produces automatic transmission fluid filters for vehicle manufacturers
and aftermarket customers such as dealer service organizations, private brand
manufacturers, rebuilders, repackagers, and quick-lube franchise organizations.

SPX supplies pulse-width modulated solenoid valves for automatic transmissions,
and is an emerging producer of on/off linear force motor solenoid valves.

These complex die-castings are used in automotive steering, climate control,
and suspension systems. SPX produces these die-castings for North American and
European vehicular original equipment manufacturers.

Through manufacturing facilities in North America and Europe, SPX produces
piston rings and cylinder liners.



SPX CORPORATION

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Income (loss) before income
taxes and cumulative
effect of change in
accounting methods and
extraordinary loss.......

Add (deduct):

SPT and SP Europe equity
10SSEeS. i i

Income as adjusted.........

Fixed charges:
Interest expense, net....
Amortization of debt
EXPENSE. .t vt it
Rental expense
representative of an
interest factor........

Total fixed charges........
Total adjusted earnings

available for payment of
fixed charges............

Ratio of earnings to fixed
charges.........cvviunnn.

THREE MONTHS
ENDED MARCH

31,
1994 1993
$ 5,100 $ 635

0 565

PRO FORMA
TWELVE
MONTHS

ENDED

MARCH 31,

1994

$(27,500 )

PRO FORMA
YEAR
ENDED

DEC. 31,
1993

$(32,700

EXHIBIT 12

YEAR ENDED DECEMBER

THOUSANDS)

* In the pro forma twelve months ended March 31, 1994, the pro forma year ended
December 31, 1993, and the year ended December 31, 1991, earnings were
insufficient to cover fixed charges by $27.5 million, $32.7 million and $20.2

million,

respectively. Pro forma twelve months ended March 31, 1994 and pro

forma year ended December 31, 1993 included a pretax restructuring charge of
$27.5 million. The year ended December 31, 1991 included a pretax special

charge of $18.2 million.

$ (28,732)

$ 23,102



Exhibit 23.1
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS
As independent public accountants, we hereby consent to the use of our reports
included in this Amendment No. 2 to Form S-3 Registration Statement of SPX
Corporation and to all references to Arthur Andersen & Co. included in or made

part of this filing.

ARTHUR ANDERSEN & CO.
Chicago, Illinois,

May 27, 1994



