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SENT.BY:

TO: .

CO:

TEL#:

FAX #:

PAGES:

2-26-98 : 3:28P¥ : ~ -oWLRX RightFax Serveri2 17 3

FACSIMILE TRANSMITTAL SHEET

February 26, 1998

Adam Emmerich _
Wachtell, Lipton, Rosen & xm'
(213) 403-1234

(212) 403-2234

Will Nesbitt
Tel: (212) 572-8521 Fax: (212)'572-8522

5 _ (Including CaverSheet) .

“MESSAGE-

The mformarion contzinad in this Tansmission 8 privileged and conbdcatial, It 3 Intended for the me of the .
individual or entity named above. If the reader of this message Is not the intendod recipient, the reader is herchy

notificd that any consideration, dissemination or duplication of this comrounication is strictly prohibited. If you

have received this communication in eor, please return this transroission by mail to us at the address listed ™ ¢
delow. We will relmburse you for postage. In asddition, if this communication was reecuved inthe US,, plcue N
Dotify us :mmed:atel) by telephone (call collect). 'ﬂu.nkyou. . o
|
O
1P ALL PAGES ARE NOT RECHEIVED, PLEASE CALL (212) 577-8682 -~
MAFCO CO.NSOLI]JATED GROUP INC.
35 East 62nd Street New York, NY 10021
CP 046317
CONFIDENTIAL
MS 188
ol Wi CPH 1316960

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER

16div-026546



Tota) Shares cntitled to coasidoration at 7450

Crmy o
LASER Shares Outstacding

© 19.9% of Sharos Oulstending

Plus: Treanmy Sharos .
Sluxres 1asasbla wittout sharchalder vots

Prefuned Dptioy

Face Valoe

Prica

Share Uncerlying the Prefarssd

Fostratiy

{s) 'Shure cancellntion calenlotion

Assunatd Pace: Valus
Assumngd Prleo par Cavapor Share

35,295,378, (W) 26,142,056

23,530,031

17,020,476

4434394
A48 N

H2%
303%

$500,600,000
32600
19220,768

(b} Shares entitled to consideration at /480: 24,816,751 + 11,058,627 = 35,895,378

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER

' SE:fr-BY: 2-26-98  3:26P¥ : -HLRK RightFax Server:i# 2/ 5
Exhibit A: Transaction Pricing Calculations
Dxchango Raddo 0MH0E
. o .
S : : C (#.74500)
Holding Coinpany CAMPSR Shutes 44,067,520 :
Fronamic Cancellation of Sharos: Dbt —012230763) () B
" Holding Cumpany Fro Fotmua CAMPER Sharea 24,336,751 18,508,379
Total Troasury Method Shares 95,126,147
Holdiog Couipany Shiwes —{(44.067.520) o
Public Shares REITCT: s 1Y, B

86L020

CP 046318

CONFIDENTIAL

CPH 1316961

16div-026547



_ SENT-BY: .  2-26-98 5 D:260M : . -WRK RightFax Server:# 3/ 5

PROJECT LASER

Exhib'it A: Transaction Priping Calculations

.nqnmmdmmowmdemmmo '
- Deliver $27.50 value to all shares undexiying the prafared to deliver $300,000,000 in vajua
. -~ Deliver s puch in LASER stock 28 can be permittod, Remaindey in cash

CAMPER um
: : v ( usouo .
Total CAMPER Sharea entited to coasidegation 35,893,378
Tots! Non-Profarred rvlstvd sharee ontilled to oouidm& . 24,936,287 18614704
_ Mumlmmwmmﬂewmnm o o
' : S : 21,474,570
Vulue of Prefered’ ' . $300,000,000 ' oo »
. Valwo of Rerudsing Drusbls LASHR Shayes - 310,123,631 ' s S 4200 .
. e : W (42+2,860,086)
" Caali Partion B _ ‘ $179 876365

s $42.00

bm i MAFCO Affiilates Pobile Sharsbolders _ Tutal
wnmsxm extitled beonndmﬂm TN, 24836751 11,058,627 35,895,378
% of Towal 69.19% 30.51% :
LASHR shares recoived 14852905 . 6515965 - 21474870

" Velue of LASER Shares : 3524073 998 TIN50 :
Total cash received (33850 pulhn) : 2124460162 855416297 3179876369
Tcta) Vilue Recvived 748,534,160 333,286,735 ' :

TOW! Price mdvod pctCAMI‘BR Shn s;q.u . ;39.]4

(1) Assumes .mnummacmmwnc@pmymmum@mm sharcholdera

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER

66L020

CP 046319

CONFIDENTIAL

'CPH 1316962

16div-026548



02727/98  03:25 FAaX 212 761 03507 ¥.S.N.Y. 35TH FL @oo1
MORGAN STANLEY & CO. INCORPORATED INVESTMENT BANKING DIVISION

Mergers, Acquisitions & Restructuring Department

FACSIMILE COVER PAGE
Please deliver to addressee with care and diligence
T0: FROM
ADDRESSEE: ~ Niit NEY&iTr SENDER:,  Alexandre J. Fuchs
M &
COMPANY: Mifo @ WL . l;;,za&-ky Co Incorporated
. JSiA Floor
DEPARTMENT: New York, New York 10036
FACSIMILE: 403 - 2134 ' Telephone (212) 761-6094
A ;muad jle - pmu (212) 761-0503
g alexf@morgan.com

PAGES: 1+ 1/ ¥

Comments:
(@
N
o
(@ o)
(-

lMl’ORTA.NT: LD 20 ‘4 . ~. K @Y. LY S D SNALY 0 WilKH > o{slq=slqt DG I

contain Informaticn that is confidential, If the ceader of this message it oot the intended recipient, or the person

responsible for delivering the message to the intended recipient, you are bereby notified that any copying or distribution of

(his communication is stricdy prokibited. If you have received this communication in error, please notify us immediately

by telephone and desuoy this communicadon. Thank you.

é CP 009659
Qp 0\0\ ‘ CONFIDENTIAL
% CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER 5" 1 ‘0\\ CPH 1399821
16div-026549



02/27/98 03:26 FAX 212 761 0507 M.S.N.Y. 35TH FL @oo2
PROJECT LASER
Consideration Calculations
CAMPER LASER
Holding Company Shares . 44,067,520
Debt Cancellasion .
Net Holding Cornpany Shares 24,836,751 72343%

Primary Shares 53,468,170

Holding Company Shares __[(44.061.5207

Minarity Shareholdings 9,400,650 21457%

Tota] CAMPER Shares 34,237,401

Preferred-relased Shares _110.909.091)

Noa-Preferred CAMPER Shares 23328310 9.7450 17379591 STOCK
Preferyed.etated Shopes
LASER

Past ] 60.0000% 6,345,455 $27.5000 $180,000,002 CASH

Part2 14.6916% 1,602,725 $31.196% (a) 350,000,000 CASH

Partd 25.3084% 2160912 $31.1969 $86,13).819 STOCK 2,056,879

Total Preferred-related Shares 10,909,091 , 3$316.131,821

h-out a

Number of Options 3,282,930

Avcrage Exercize §15.1447

Cash-out Price $27.5000

Total Cash Out Cost $40,561,585

Const u B

Minority Optlon
Mafco Shareholders Holdars Total
CASH $166,848,318 $63,151.684 540,561,585 $270,561,587
STOCK 14,099,749 5336,721 19,436,470

(a) Calcuistion of per CAMPER share price

Thursday Closisg Price $41.875

Exchange Ratio 0.7450

CAMPER per share equivalent $31.197 ()
™N
(o)
o
O
N

CP 009660
CONFIDENTIAL
CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER CPH 1399822
16div-026550



L]

Recei ed Feb 20 0B:10PM (01:44) on RightFAX tine {2) for 'COAOE! WORKSRV2 printed COA34EDE3A64963 on Feb 20 08:12PH * Pg 1/5
eeety 02520/98 FRI 21:11 FAX 212 781 G503 M.S. N.Y. J5TH FL. éOOI

®

“ MORGAN STANLEY & CO.

Incorporated

Mergers, Acquisitions and Restructuring Dept.
) 1585 Broadway
New York, NY 10036

TO: Apam rmmceic H DATE:
COMPANY: o~ PHONE:
FAX: _ 1VZ-40}-22%Y
FROM: 5ot L) ¢med. PHONE:
PAGES: : (Including Cover Sheet)

IF YOU DO NOT RECEIVE ALL PAGES, PLEASE CALL:
COMMENTS: ' :

IMPORTANT: This message & [ntended only for the yse of the individual or entity to which it is addressed
and may contain information that Is confidential. If the reader of this message is not the intended recipical, or the
person responsible for delivering the message to the intended recipient, you are hereby notified that any copying ot
distribution of this communication is striclly prohibited. If you have recelved this communication in csor, please
notify us immediately by tetephone and destroy this communication. Thank you.

h08020

I1-26-98\42 PG

CONFIDENTIAL ( l 3{“‘/ # WLRKO0010284
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Recelved feb 20 08:10PH (01:44) on RightFAX line [2) for 'COAQE®
_ 02/20/88 FRI 21:12 FAX 212 781 0503 r

PROJECT LASER

WORKSRVZ printed COA34EDE3AS64963 on Feb 20 0B8-12PM *
5. N.Y. JETH FL. € Br12m = 02({3

Proposed Summary Transaction Terms
Acquisition of CAMPER Holding Company and Acquisition of CAMPER Publicly Held Shares

Description: .

P\

cquisition of Holding Compmyj

Form of Consideration: .
Consideration Package .
Cholees

Consideration Package I1 . Al

Consideration Package Iz A,

LASER acquires all of the outstanding stock of CAMPER Holding Company from

MAFCO Affiliates. Pollowing the acquisition of CAMPER Holding Company the

pubticly held CAMPER shares acquired in reverse subsidiary merger using a pewly
formed, wholly-owned subsidiary of CAMPER Holding Company :

LASER Cummon Stock or LASER Common Stock and LASER Convertibie
Preferred Stock

MAFCO Affiliates will have the right, 30 days prior to closing, tolelect to receive
either of Consideration Package I ar Consideration Packape II

LASER Common Stock to MAFCO Affiliates'

- 18,503,379 LASER Common Shares issued to MAFCO Affiliates

—  Fixed numnber of shares, based on exchange ratioof .7450 LASER Common
Shares per CAMPER Common Share

LASER Commaon Stock to MAFCO, Affiliates’

~ 10,376,107 LASER Common Shiaxes issued to MAFCO Affiliates

~  Fized number of shares, based on exchange ratio of .7450 LASER Common
Shares per CAMFER Cogtnon Share :

B. LASER Convertible Preferted Shares to MAFCO Affiliates'
-~ $300,000,000 Liquidation Value
~  Fixed aumber of Convertible Preferred Shares, based on stated liquidation
value per share

~ 82750 CAMPER Common Stock equivalent price

~4" See LASER Convertible Preferred Shares (Current Market Iadicative Terms)
“Assumytion;' of Holding =y “Assumption” of CAMPER Holding Company Debt
Compsuy Debt: ~ _ $5244MM of Discount Notes to be “assumed” by LASER, approximate

accreled value as of the date of closing

<" Al Exly Redemption cost “assumcd” by LASER
LASER Convertible ¢  4.0% Coupon
Preferred Shares (Current *  $48.125 Conversiop Price (25% Convension Premium over current LASER price)
Indicative Market Terms): s 10 year maturity

®  One vote per share

Collars: » None
Walkaway Rights: " = None
Tax Treatment: *  Bxpected to be tax free
Closing Conditions: *  Satisfaction of all merger conditions (other than purchase of CAMPER Holding

Company), including LASER and CAMPER Shareholder Votes
1 See atteched explanation of share cabculations, Calculated using the teasury shages methodd am! bless eacscisc of options; assumes
ﬁcuMMmrwysmmmhngmmwmeleAM pti di ise peice of $15.84 from the

10/31/96 10-K and options proceads of $47.8MM resulling in tremiury methad shares olmundmg ul'S4 'T’IGMM {1.666MM CAMPER rharex
ropurchaced at $28.68); fully dilued charcs are 56.442MM chares. Assumoy CAMPER Holding Company owns 44.068MM shares of CAMPER

{Operuting Company) and thaz Public Sh

FIRI02BINA20-08\5:24 PG

CONFIDENTIAL

own the remainlng 10.708MM sharcs,

VR

608020

WLRKO0010285

16div-026552



l R >d Feb 20 101 4 . v z
eceiy 25202/9%8 F’;HI (gll 41; ?A;lgzhnggélmeO;l%% for 'COACE .S, Hﬁk@SRVZ prln&%dj_ﬁﬁky}{EDESAM?éS on Feb 20 08:12PM * Pé 3/5
Y. . 003
l Proposed Summary Transaction Terms
Acquisition of CAMPER Holding Company and Acquisition of CAMPER Publicly Held Shares
(continued)
. 1)
Expected Closing: o 2098 e
. ) g g/
Sharcholder Lockup: »  MAFCO Affiliatex agree to hold LASER Comroon Shures for one year after PJ
. combination
I Due Diligence: o  Exccution of the Agreements upon completion of satisfactory duc dilipence
Miscellaneous: ¢ CAMPER Holdisg Company to votc its CAMPER shares in favorof ths trunsaction
* No Shop clause with no fduciary out
- o Termination of affiliate (MAFCQ) transactions
[Aequisition of Publidy Held CAMPER Shares |
' Form of Transaction: »  Reverse subsidiary merger of newly formed; wholly-owned subsidiary of CAMPER
Holding Company into CAMPER
Form of Consideration: ¢ LASER Commoa Stock?
l Considcration: . A, LASER Common Stock to Public Sharcholders'
— 7,977,818 LASER CommonsShares issved to Public Sharcholders
—  Fixed sumber of shures, based on exchange ratio of .7450 LASER Common
Shares per CAMPER Common Share
I B. CAMPER Common Sharcs held by CAMPER Holding Company 1o remain
outstanding
l Collarst » None
Walkaway Rights: "+ Nons
~ L Pz
Termination Fee: e $60MM payable to LASER by CAMPER if deal oot consummatad fok any roason e
l other than failure 10 obtain LASER sharcholder approval or other bréac
-~ Termination fce calculated as 3% of aggregate value
l Accounting Treatment: e  Purchase
Tax Treatmeant: . o Expected to be tax free
Closing Conditions: »  CAMPER and LASER sharcholdef votes ~o. .t
l «  Redemption of LYONS/Campletion of CAMPER Escrow Corp/CAMPER Holding N
Company merger o
s Receipt of regulatory approvals (@)
e Other customary conditions o
l Expected Closing: 2098 o
2Necd to address issuc of potentis) di;p;um treatment
' FINEN02e0-90\524 PPG2
l CONFIDENTIAL WLRK0010286
I 16div-026553



Recei\:ed'Feb 20 08:10PH (01:44) on Rightl;AX line [2] for 'COACE®
02/20/98 FRI 21:12 FAX 212 761 0503

PROJECT LASER

Pricing Mechanism Overview

Transaction pricing assumes the following steps:

L

IIL.

See Exhibit A

Assumed CAMPER Holding Company debt balance of $500,000,000 isoffset
by a portion of the existing Holding Company stock position in CAMPER /at an
assumed $26.00 per CAMPER share valuation. The economic ¢cancellation of
the existing CAMPER Holding Company debt reduces the CAMPER Holding
Company's CAMPER stock ownership position by 19,230,769 shares
{$500,000,000/$26.00=19,230,769 shares)

Each remaining CAMPER share owned by CAMPER Holdiag Company
{44,067,520'-19,230,769=24 836,751 shares) as woll'as all CAMPER shares
help by public shareholders (10,708,480' sharés) arc valued at 0.7450 LASER
Common Shares, at an approximate implied value'of $28.68 per CAMPER
shaye as of February 19,1998. MAFCO ‘Affiliates to receive 18,503,379
LASER Common Shares (24,836,751*0.7450=18,503,379). Public
shareholders to receive 7,977,818 ASER Common Shares
(10,708,480'*0.7450=7,977,818)

MAFCO Affiliates have the right, 30’days prior to closing, to elect to take
$300,000,000 (at a $27.50 per CAMPER share exchange ratio) or 10,909,091
CAMPER Shares ($300,000,000/$27.50=10,909,091 sharcs) equivalent of the
nct consideration for CAMPER Holding Company's CAMPER shares in the
form of LASER \Convertible Preferred Shares. In this case, the remaining
13,927,660'CAMPER shares (24,836,751-10,909,091=13,927,660 shares) hcld
by CAMPER/Holding Company will be exchanged for 10,376,107 LASER
Common Shares at the .7450 exchange ratio :

| -9
A ora o\= Vi :.L)—n [
() ‘\\ - a\(\"—’ \/“'L P < \(’ 2 ]

! Exact number of shares subject to due diligence

FI0aR3802-20-98\5:24 PAPQ3

CONFIDENTIAL

WORKSRVZ2 printed COA3LEDE3A64963 on Feb 20 0B:12PM * p
X.S. N.Y. 36TH FL. 2 !50‘({2

£L080¢20

WLRK0010287

16div-026554
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PROJECT LASER

Exhibit A: Transaction Pricing Calculations

Deat Assomptiory
Price per LASER Share
Exchange Ratio

Holding Comopany CAMPER Shares

Economi¢ Cancellation of Shazes: Debt

Holding Company Pro Farma CAMPER Holdings
Preferved Stock Election Gf exercised)

Pro Porma CAMPER Holdings (if exercised)

Debt "Assumption”
Assumed Face Value
Assumed Price per Camper Share

Prefepred Stock

Face Value

Stack Price Bquivalency

Preferied Shares (if electi sed)

Total Treasury Method Shases

Holding Compnny Shates
Public Shares

$3850
0.745

CAMPER Sharey

44061520 (3)
{19.230.769)
24,336,751
(18.909,091)
13.927.660

$500.000,000
326.00
19.230,769

$300,000,000
32730
16,909,091

54,776,000 ()
44,
10,708,380 )

{a) Subject to due diligence

CONFIDENTIAL

LASER Shares Amount
18,503,379 $712,350,104
10376107 $399.480,104

$300.000,000
40,808,120 S1,571,112,620
791.318 $307.145,978

Implied Price
per CAMPER
§!DI’!

$28.68

S28.68

$28.68

$28.68

€0S0 T§L 2TZ XVd CI:TZ I $6/02/
+30V00, J04 [2) Uy XviauBiy wo (y9:iQ) u%tm‘ogzuz?p”l“ﬂ

‘RN 'S'K

*1d Blse

s/5 @d » NdZLIB0 02 Q94 U0 £96Y9YEIQIIEYOD PAIujid ZANSIOA

500

WLRKO00

808040
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(oleman £
<._f/‘/;’!cOL_EMAN COMPANY, ine.
o | . ' ‘ " Fedbruary C; 1998

Sunbeam Corporation
Sunbeam Corporate Center
1615 South Congress Avanua
Suite 200

De.ray Beach, Florida 3344S

 Centlemen:

You have oxpressed an interest in exploring a
possible Zransaction (the "Transaction"] with The Coleman
Company, Inz. (togmther with its subsidiagies, collective-

. 1y, the "Company*) and have requested, that the Cempany _

- tuznish you with cevecain information concerning the Company
and its businesses (the Susinsesr)., The term "you" is, for
all purposcee of tnis Agreament, deemed rto include all of
your affiliates. S o .

As used hereins "Evaluation Material® means ail
{nformse{on, whether in‘exal, written. electronie or other -
form, which the Company A¥ any agents. representatives
{including atterneys’. accountants, bankers and financial
advisors). directora, officers ox employses {collectively.
“Representativea’) of, the Company furnishee to yeu er your
Representatives’ with raetpect to the Busineas, whether
before or afteéer thendate hereof. The term “Evaluation
Material" aYeo includes all analyses, compilations, studiees
or other documents prepared by you or your Representatives
containing or basad in whcle or in part on any information
furnished by che Company ar its Representatives or other-
wige reflecting your review of, or interest in, the Busi-.
nese. The'term "Evaluaticn Material" does not include
information which (i) is or becomes generally available to -
the public other than as u result of a disclosure by you or
your Rapresentatives, (ii)} was available to you on a non-
conftdencial basis prior co its disclosure £& you by the
Company or its FReprasantacives or (iii) becomes availadle’ o
to you on a non-confidencial basis from a source other than
the Company Of its Reprasentatives provided, however. that nNo
auch source, insofax as is knowa to you after due inguiry, o)
18 not prohibitaed frem tranemitting che information to you <O
or your Representatives by a contractual, lagal. Eiduciary —
or other obligation. o

t1/e:98

535 MADISON AVENUL/NIW YORK, NY 10022

280  /£8°ON LECESELZIZIE « NINWGS 3 Q] ©5:00  B86,08,22
zea 318N %8:01 857028
R ' : CONFIDENTIAL SASMF 17741
CONFlDENTIAL -SUBJECT TO PROTECTIVE ORDER ' CPH0642925
16div-026556
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" gunbeam Corporation
Frbruary 4, 1599
Page 2 ) :

- ‘You agree that the Evaluation Material will nmee
be used by you ia Any wey detrimental to the Company. will
be kept confidential by you and your Representatives, and o
will not, except as hereinafter provided, withous the prior
-written consent of the Company be disclosed by you or your
Representatives or used by ysu cther than for the:purpeee
of evaluating the Transacrion. Moreover, you agzee 2o,
transmit Evaluation Materiel only to those of your Repre-
gsentatives who need to know such information fer the pur.
pose cf evaluating the Transaczion and who Wil be adviged
by you of this Agrecment and agree to be bdund by the A
provisions hereof. You will be reésponsible \for any breach

of this Agreement by your Represantatives.

~ Without tha pricr writtan conseat of the Company,

you will not, and will direct your Representatives who are
given access to the Evaluation Material aot te., disclose ta
any person (othar than a pereon authorized hereunder! the
fact that the Evalustion Macerial has been made available
to you, that this Agraement ¢xist9/or the tarma hereof,
that discussions or negohistionss/between you and your
Representatives and che Company and iIs Representatives ara
taking place or any of the'terms, conditions or other fagts'
with respect 2o the pcasible Transaction, includ:ng the

- status thereof, unlessisuch disclesure is required under
applicable provigions ofithe securities lawg of the United
Statee¢, in which cvent, you agree to so notify and coneult
with the Cempaty \and its countel prior to makiog any suech -
disclosures. @t i3 express.y agreed by the parties that the
mere disclosure of the fact that discussions between you
and your Representat:ves and the Company are taking place

~i8 likaly to be detrimental to the Company. The term “per-
son* as usedyin this Agreement will be broadly interpreted -
to include) without limitation, any corporation, company,
partnershio, individual cr other enticy. ‘ ‘ oo

: You acknowiedge that the operation of the Bugi-.
ness invalves the utilization of highly confidential and
proprietary information not protacted by patent, copyright
or other statutory rights of the Company., ineluding unpac-
ented process and manufacturing technology and know-how
leollectively, "Rnow-How*) 3ad information regarding
custcmers' orders and bhrokers, agents and representatives
involved in the Business, Jlsclosure or misappropriation of
which by you or your Representatives would irreparably:
damage the Company. Accordingly, withouc limitation to any
" othey provision of this Agreement, to protect the Company‘se

118020

N

€38 eSBON | LESLEELZTZTE « NIMMA D Qlaud - PS8 %E,v@-2e
vea 270°0N . g6t T B8&73-20

o | .~ CONFIDENTIAL - SASMF 17742
CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER . CPH0642926
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Sunbeam Corporavion
Febzuaxy ¢, 1998
Page 3

interests in auch information and all other Zvaluation
Material, you agree that exccpt as expressly appreved by
the Company in advance. unless and until the consummation
by you of a Transaction, ycu will not without the prior
written consent of the Company (i) communicate regarding

~the Businasg 5T 1\ts operations, prospects cor finances with
any employee of the Conpany or with any person {dentifiaed
by you in the course of your evaluatien as beifg a custom-
er, supplier, customer's or zupplier's represgntative, or
other parson iavolved in the conduct of the'Business, or
(ii) directly or indirectly solicit for employment -any
employee, nor solicit, amploy, retain or-enter into busi-
ness relations with any senior management or key employee
of the Company who hecame known to you' through the Bvalua-

_ tion Material or with whom you have _had ¢ontact in the

- process contemplated by this Agreement. Solicitation

. through advertisements in periodicals|ef genersl circula-
tion nos gpecifically directediat employees of the Company
shall be deemed rot to be sclicitation hareunder.

In the event that\you. your Repragentacives or’
sny person to whzm you or your Representatives supply che
Evaluation Matevial or disCloee the existence of this o
Agreement or that discuassions ox zsegoetiations are taking
‘place concerring a/possible Transaction, ars requested or
required (by oralfquestions, interragatories, requests for
information or dccumen=zs, subpoana, civil investigative
demand, any intozmal 2z formal investigation Dy any govern-
ment or governmental agency or authority or ocherwise) to
disclose any Evaluarion Material or any information relac-
1ng to a Possible Transaction or such person’'s opinion,
judgmenty view'or recommendation econcerning the Business as
developed £rém the Evaluation Material, you agree (i) to
notafy the/ Company immediately of the existencs, terms and
circumstances surrecunding such raquest, (il) to consult
with che Company on the advisability of taking legally
availabla ateps to recist or narrow such reaquest and (iii)
if ‘diseclosure of such intormetion is required, %o furanigh
only thae portien of the Evaluation Material whieh, in the
opinion of your counsel, you are iegally cempelled to _
discloes and to ceoprerate with any action by the Company to
obtain an appropriate protective erder or other reliable

assurance that confidential treatment will be accorded the

Evaluation Material. You agree to use your begt efforte to

limit the disclosure of any Evaluation Material. o

. : ] P

N
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_ You agree that the Company ia free (i) to conduet
‘any proceas relating to a possible Transaction as iz. in
its aocla discrezion, da2termines (including, without limica-
tion, by negotiating with any prospective buyer and enter-
ing into a preliminary cr Zsafin:tive agreement witheue
prior notice to ycu or any other person) and (iidwin ics =
‘sale discreticn, to change rhe procedures relating to its
consideracion of a Transacticn at any time wathcut prior
‘notice tO you or to any other person, to rejectiany and all
‘propogsals made by you oy any cf yocur Representatives wvith
regard to a Traasaction, and to terminate discussions and
ncgocxa:icna with you 5Y your Representatives’at any time
and for any reascn: . R PR

- Notwithstanding the preceding Faxagraph, the -
Company hereby agrees that for a’period of 30 days frem the
"date hereof, the Company shall negctiate solely and exelu-
sively with you, arnd duranyg suckh 30/day period (the "Exclu-
sively Period-)l, che Company,shall net negotiate, discues
or entertain any offers frxom any'party other than you with: .
regard to a Transactioasncrishall the Company take any
actien with a view towdrds consummating a Transjetion with:
any party other than you. . " S :

Promptly: upon, request frem the Company, you will
either redelivar to, the Company or destroy all (inecluding
that maintainediin' any comrputer memory, storage medfs or
similar form) Evaluation Material and eny other material
containings prepared oa the basis of, or reflecting any

" {nformation 4n the: Evalvation Material (whether prepared by
you or your Represéntatives, the Company or its Represeda- -
tatives or otherwise) and will not retain any copies, a
extracts or other reproductions in whole or in part of such .
material./ Any such destruction will be confirmed in writ-

_ing to the Company: by you or an authorized Representative
supervising the same. . =~ . ' ; ,

. You understand that, sxcept as may otherwise be
agreed in writing,! neither the Company nor ite Represanta-
" eaves make any rapresentation or warranty as £o the accure-
cy or completeness of the fvaluation Material. You agree
‘that asither the Company ncor 1ts Reprasentativen wi1l)] have O
any liability to ynu or any of your Representatives result- PO
1ing from the use of tnhe Evaluation Material Dy you or your
Reprepantatives. You agree rRat, except ae provided in 0
thios Agroemant or any deficitive written agreement. unless

and until e definitive writiea agreemuont between the Compa- ;
sBa LEBON _ : Lss:s:étets' - NINNGS 5 aineg 65:08 8€ 7920
9ea . 318°ON ' ' ga:at 8€. 7.2
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ny and you with respect to 2 Transaction has been executed

- and delivered, nasithur the Company ner you will be under -

: any legal nbligationl of any kind whatsoever with reepect to

T , . the Evaluation Materlial or a poseible Transacticn. :

- . © You agzres kehat you and your Represantativee will
- dirmct all queationg and requests for infermaricn, as well
as all bids and pr:&nsnls.":o Jerry W. Levin oxr persons’
_expre$sly designate«d by him and will not contact,any other .
 Represencativa or vﬁployoe'of'che Company. T

T 5, : . . : .
i This Agregment will inure td the benéfie of any -
successor in intercet to the Company as well as any person
that may 2cquire after the date hereof 'the Business or any : -
subgidiary or divisiion of the Company cperating the Busi- .
. ness with respect =g EvaluationiMaterial concertiing the - .
~ businessy or A!tai:s,of‘such subsidiary or division.

T .0 It is und‘tgtood and agreed that no failure or
delay khy- the Companq in exercising any right, power or =
privilege hereunder will opesate as.a waiver thereof, nor
will any single or gartial exercise thereof preclude any . =
other further exarcise Thereof or the exercige &f any <~ .
right, power or privilsge hezeunder. . = : ,

e You acknodlpdge and agree that the Evaluation -
Material, as well ag the servicey performed and the infor-
mation posszoseduby :the Company's employees, are of a ’
character/giving them a specia., unique and extxaordinarxy

~ value and that the Company would not have eacered into TRié -
Agreement (if #ou had not agreed toc & three-ygar term (and Lo
an indefinite term ds respects Know-How). You furthev ac-

_ knowledgse and agrea that such a three-year teru is reasone - -
able undeér the circdmstances. It is¢ the desire and intent .
of the parties that ;the provisions of thig Agreement be |
enforceable to the fulleat extent permigsidbla under the

~ laws and public policies applied in each jurisdiction in
which epforcemeat is isought. Accordingly, yocu and the :
Company agreqd that, ‘ghould a court or administrative body (o
subsequently determirie that the terms of any provigion of - N
this Agreement are more exténsive than reasonably necessary
to protect the Compardy's interest, to request that suwch -
court or sdminiscratilve pody reform this Agresment specify- O

ing the greatest timeg period, the greatest arsa or othey —
Yimitation that would not render any such provision unen- - p=
forceable. 'gi, o o o
B |
' i .
- |
28/98 : .
:! '
. . ‘ o . . _ o
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R _You acxnowledga that you are (L) aware that the -
United States securities laws pgohibic any pe:::nFE;: ;::1n§u
nmaterial ron-public information about a company from‘pur-v~.”
chasing or selling securities of such company, cr from . -
communicating such informacisa to any other person under - =
- circumecances in which it is reasonably foreseeable thge
_ such person ig likely te purchase or sell such’eecuxrities
-and’ (1i) familiar with the Securities Exchange Bct cof 193
"as amended (the "1934 act"i and thae rules and, regulations . - - -
promulgated thereunder and agree that you/will neither uge, -
nor cause any third party to use, any Evaluation Material - .
“in contravention of such Act or .any such rules and regula
' tione, including Rules 10b-5 and l4e-3. | oo

e - fou agree ‘that, unless specifically invited, sug-
geasted or approved im writing by the Company aeither you
nor your Representatives wili/for,a period of twoi'years
‘from the date hereof, ian any masner, directly or indirect-
‘ly: (a) effect or seek, offexr oxr/propese (whether publicly.
.or otherwise) to effect, or casuse to participate 'in or in
any way a68igt arny othaf pargon to effect or seek, offer or.
propose {(whether publizly or otharwise): te effect or pag- - °
‘ticipate in, (i) anyyacquisition of any securities {or

* beneficial ownership theraof) or sesats of the Company of -
any of .te subsidiuxies, (.i) any tender or exchange offer .-

- or merger or other businees combinaticn involving:the PRI
Company or any of its subsidiaries, (iii) any recapitaliza- -
tion, restyuCturing, liguidatien, dissclution or other

- extraordinary trangaction with reszpect to thas Company or = -
any of its subsidiaries, or (iv} any "selicitatien* of =~ .

I *proxies® fas /guch terms are uvased in the proxy rules under
L "the 1934 Act) or consents To vote any voting securitiea of*

: .. the Company; (b} feram, join or-in any way participate in &

o . - rgroup*.fas contemplated by Section 13(d) (3) of the 1234

oo Sl - Act), with respect to the securitiess of the Company; (e}
; ' ‘ otherwise act, alone or in coancert with others, to seek to
control or infiuence the management, Board of Directors or:
"policies of the Company: (d) take any action whieh might - -
force tha Company rc make public announcement ragarding any
of the types of matters set forth above; (e} enter into any
‘discusesicne cr arrangementa with any third party with .
respect to any of the foregoing; or (f) request the Compa- -

" ‘ny, . directly or indirectly. to amend OF waive any provi- .
sions of this paragraph. - You will promptly advise the ..
Campany of any inquiry or propcsal made to you with respect.

. to any of the foregoing. Notwithstanding the fcregoing, in

" the event {i; the Company reaches a definitive agreement

‘S rE;0;Z[]f:v“ ° ‘;§~;?%V?a4{_ fff‘f,' b~_

3erve
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with any third party for a sale or merger of th

- {2i) a third party {(other than you,or_gou: aftizt§:::$ny oF
participates in any Transaction regarding the Company, on a
golicited or uagolicited basis. which 18 publisly discloged
and iavolving 100% of the cutstanding common shares of che
Company. the provisions of rhis paragraph shall as longar
apply to you provided that you make a propomal to acgdire
100% of the outgtanding common shares of the Company at/a
price per share wnich (s greater than that prsposed-to’be
entered into with the third parcy. .

1

You ackaowledge and agree that in the” event of
any breach of this Agreement, the Company would be irrepa-
rably and immediately harmed and may not be made whole by
monetary damages. It is accordingly agreed that the Compa-
ny, in addition to ary other remedy tawhich it may be
entitled i1n law or equity. will be entitled zo an injunc-
tion or injunctions to prevent breaches of/this Agreemeac,
and to compel specific performance ‘8f/this Agreement, _
without the need for proof of actual damages. You agree to -
waive, and t5 cause your Representatives to waive, any .
requirement for securing cr poeting ‘of any bond in connecs
tion with such remedy.  You aleo agree to reimburse the
Company for all exp=nses. .fcluding fees and disbursemente
of counsel. incurred by it injenforcing your ar your -
Representatives' obligations hersunder. o

This Agreement conatitutes the entire agreemenc
bazween che parries with Zespect to the subject macter
hereof and may not be modified or amended except in writing
signed by the gaxrtiesyhereto. Neither party may assign any
of its righte or cbligations hareunder without the express.
pricr wristen conaent of che other party hereto. .

° (]

Thnis"Ag-esmant will be governed By and conetrued
in accordance wich'the lawg of the State of New York, '
without ‘zegard to the principles of conflicta ot laws
thereof. The Company and you hereby irrevocably and uncon-
ditionally submit to the wxclusive jurisdiction of the
fouxts of the State of New Ycrk and che Unitad Staces. v
located in the City of ¥ew York for any actions. suits or
proceedingy arieing out of or relating tc this Agreement
and the rranscactions contemplated hereby and agree not to
commence any action, suit oY procaading reiating thereto
exceapt in suek couits. Each party furthar irrevocably and
unconditionally waives and agreses not to plead or claim in
any such court any objection %o venua or that such court 18

918020
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an anonven;enr forum

R Thin Agreevent will terminate and be ot no tu:-,nﬁ‘
ther force and effect ¢n the third nnnxve:uu.—y ‘of vHe data .
of this Agreem@nt @xcept as tO the obligations of con!tden-'
tiality with rvspecc te Knna-How whach w;ll con;;nue :
_;1nde£in1ce1y . .-

1% ysu are ina agreemon: vzth ‘the foreg:xng.»_
please sign two ccpies of this Agreement and return one- co
- the undersignad, whaersupon this Agreement-will constitute -
"the agrsament between the Company and you with respect to
the subject matrar hareof. This Agreement may bs executed
and delivered. including by facsimile cransmission, in one
or more counterparts, all of whxch toge:hur will constxt :e o
one ard the sane agreemcns. . c , o

»fVery truly youre :

ccupm | .Nc.” '

: .xcle

By:
Y Nahle ﬂui ;pipow __

che dace Zirsc above writtem: -

N Cﬁ
e o . .
17449
a0 25808 , . i LECESLLZ12T6 « NINNGA : Qlrea . g5:8  osves2e
- ﬂ . -m o 2 : . r'das °
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SUNBEAM CORPORATION
Sunbeam Corporate Center
1615 Scuth Congress Avenue
Suite 200
Delray Beach, Florida 33445

February 23, 1998

The Coleman Company, Inc.
3600 North Hydraulic
Wichita, KS 67219

Gentlemen:

You have expressed an interest in exploring a
pessible transaction (the "Transaction")swith Sunbeam
‘Corporation (together with its subsidiaries, collectively,
the "Company®") and have requested that the /Company furnish
you with certain information concerning the Company and its
businesses (the Business"). The term "you" is, for all
purposes of this Agreement, deemed to,dnclude all of your
affiliates that are involved in the possible Transaction.

As used herein, %Evaluation Material®" means all
information, whether in oral, written, electronic or other
form, which the Companyfor any agents, representatives
(including attornmeys, acceuntants, bankers and financial
advisors), directors, ©fficers or employees (collectively,
"Representatives"){of sthe Company furnishes to you or your
Representatives withirespect to the Business, whether
before or after’the date hereof. The term "Evaluation
Material® also imcludes all analyses, compilations, studies
or other documentss/prepared by you or your Representatives
containing or based in whole or in part on any information
furnished by\the Company or its Representatives or other-
wise reflecting your review of, or interest in, the Busi-
ness. |\The term "Evaluation Material" does not include
information which (i) is or becomes generally available to
the public other than as a result of a disclosure by you or
your Representatives, (ii) was available to you on a non-
confidential basis prior to its disclosure to you by the
Company or its Representatives or (iii) becomes available
to you on a non-confidential basis from a source other than
the Company or its Representatives provided, however, that
such source, insofar as is known to you after due inquiry,
is not prohibited from transmitting the information to you
or your Representatives by a contractual, legal, fiduciary
or other obligation.

6180¢0
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You agree that the Evaluation Material will not
be used by you in any way detrimental to the Company, will
be kept confidential by you and your Representatives, and
will not, except as hereinafter provided, without the prior
written consent of the Company be disclosed by you or your
Representatives or used by you other than for the purpose
of evaluating the Transaction. Moreover, you agree to
transmit Evaluation Material only to those of your Repre-
gentatives who need to know such information for the_pur-
pose of evaluating the Transaction and who will be advised

- by you of this Agreement and agree to be bound by the
provisions hereof. You will be responsible forgany,breach
of this Agreement by your Representatives.

Without the prior written consent/ of the Company,
you will not, and will direct your Representatives who are
given access to the Evaluation Material not toj disclose to
any person (other than a person authorized hereunder) the
fact that the Bvaluation Material has\been made available
to you, that this Agreement existasor thesterms hereof,
that discussions or negotiations between you and your
Representatives and the Company, and itS§ Representatives are
taking place or any of the terms), conditions or other facts
with respect to the possible Transaction, including the
status thereof, unless such disclosure is required under
applicable provisions of the securities laws of the United
States, in which event, youlagree to so notify and consult
with the Company and 4ts, counsel prior to making any such
disclosure. It is expressly agreed by the parties that the
mere disclosure offthe fact that discussions between you
and your Representatives and the Company are taking place
is likely to be' detrimental to the Company. The term "per-
son" as used in thig Agreement will be broadly interpreted
to include,swithout limitation, any corporation, company,
partnership, individual or other entity.

You“acknowledge that the operation of the Busi-
ness involves the utilization of highly confidential and
proprietary information not protected by patent, copyright
or other statutory rights of the Company, including unpat-
ented process and manufacturing technology and know-how
(collectively, "Know-How") and information regarding
customers' orders and brokers, agents and representatives
involved in the Business, disclosure or misappropriation of
which by you or your Representatives would irreparably
damage the Company. Accordingly, without limitation to any
other provision of this Agreement, to protect the Company's
interests in such information and all other Evaluation
Material, you agree that except as expressly approved by
the Company in advance, unless and until the consummation

028020
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by you of a Transaction, you will not without the prior
written consent of the Company (i) communicate regarding
the Business or its operations, prospects or finances with
any employee of the Company or with any person identified
by you in the course of your evaluation as being a custom-
er, supplier, customer's or supplier's representative, or
other person involved in the conduct of the Business, or
(ii) directly or indirectly solicit for employment any
employee, nor solicit, employ, retain or enter into busi-
ness relations with any senior management or key employee
of the Company who became known to you through the.Evalua-
tion Material or with whom you have had contact An the
process contemplated by this Agreement. Solicitation
through advertisements in periodicals of general circula-
tion not specifically directed at employees/of the Company
shall be deemed not to be solicitation hereunder/

In the event that you, your _Representatives or
any person to whom you or your Representatives supply the
Evaluation Material or disclose the' existence of this
Agreement or that discusgions or negotiations are taking
place concerning a possible Transaction, are requested or
required (by oral questions, interxrogatories, requests for
information or documents, subpoena,»civil investigative
demand, any informal or formal(investigation by any govern-
ment or governmental agency)or authority or otherwise) to
disclose any Evaluation/Material or any information relat-
ing to a posaible TranSaction or such person's opinion,
judgment, view or recommendation concerning the Business as
developed from thedEvaluation Material, you agree (i) to
notify the Company immediately of the existence, terms and
circumstances surrounding such request, (ii) to consult

-with the Company©n the advisability of taking legally
available stéps to resist or narrow such request and (iii)
if disclosure ofy such information is required, to furnish
only that portion of the Evaluation Material which, in the
opinion of your counsel, you are legally compelled to
discloge,and to coopérate with any action by the Company to
obtain'an appropriate protective order or other reliable
agsurance that confidential treatment will be accorded the
Evaluation Material. You agree to use your best efforts to
limit the disclosure of any Bvaluation Material.

You agree that the Company is free (i) to conduct
any process relating to a possible Transaction as it, in
its sole discretion, determines (including, without limita-
tion, by negotiating with any prospective buyer and enter-
ing into a preliminary or definitive agreement without
prior notice to you or any other person) and (ii) in its
sole discretion, to change the procedures relating to its

128020
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The Coleman Company
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consideration of a Transaction at any time without prior
notice to you or to any other person, to reject any and all
proposals made by you or any of your Representatives with
regard to a Transaction, and to terminate discussions and
negotiations with you or your Representatives at any time
and for any reason.

Notwithstanding the preceding paragraph, the
Company hereby agrees that for a period of 30 days from the
date hereof, the Company shall negotiate solely and exclu-
sively with you regarding an acquisition transaction, and
during such 30 day period (the "Exclusively Perdiod®),\the
Company shall not negotiate, discuss or entertain any
offers from any party other than you with regard to' an
acquisition transaction nor shall the Company take any
action with a view towards consummating any acquisition
trangaction with any party other than you.

Promptly upon request from the Company, you will
either redeliver to the Company orf/destroy all (including.
that maintained in any computer memory, storage media or
similar form) Evaluation Material andsany other material
containing, prepared on the basis of, or reflecting any
information in the Evaluatigh Material (whether prepared by
you or your Representatives, ‘the Company or its Represen-
tatives or otherwise) and willhnot retain any copies,
extracts or other reproductions in whole or in part of such
material. Any such destruction will be confirmed in writ-
ing to the Company by, youjor an authorized Representative
supervising the same.

You understand that, except as may otherwise be
agreed in writing, neither the Company nor its Representa-
tives make @any representation or warranty as to the accura-
cy or completeness of the Evaluation Material. You agree
that neither the Company nor its Representatives will have
any liability to you or any of your Representatives result-
ing from,the use of the Evaluation Material by you or your
Representatives. You agree that, except as provided in
this Agreement or any definitive written agreement, unless
and until a definitive written agreement between the Compa-
nyhand you with respect to a Transaction has been executed
and“delivered, neither the Company nor you will be under
any legal obligation of any kind whatsoever with respect to
the BEvaluation Material or a possible Transaction.

You agree that you and your Representatives will —

direct all questions and requests for information, as well N

as all bids and proposals, to or persons (-

expressly designated by him and will not contact any other (&)

N~

N
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Representative or employee of the Company.

This Agreement will inure to the benefit of any
successor in interest to the Company as well as any person
that may acquire after the date hereof the Business or any
subsidiary or division of the Company operating the Busi-
ness with respect to Evaluation Material concerning the
business or affairs of such subsidiary or division.

It is understood and agreed that no faildre or
delay in exercising any right, power or privilegemhexeunder
will operate as a waiver thereof, nor will any /single ‘or
partial exercise thereof preclude any other further/ exer-
cise thereof or the exercise of any right, power“or privi-
lege hereunder.

You acknowledge and agree thatathe Bvaluation
Material, as well as the services pexformed and the infor-
mation possessed by the Company's employees, are of a
character giving them a special, unigueand extraordinary
value and that the Company would not have entered into this
Agreement if you had not agreedito aythree-year term (and
an indefinite term as respects Know-How). You further ac-
knowledge and agree that such & three-year term is reason-
able under the circumstances. | It is the desire and intent
of the parties that thesprovisions of this Agreement be
enforceable to the fullest extent permissible under the
laws and public policies ‘applied in each jurisdiction in
which enforcement is sought. Accordingly, you and the
Company agree that, should a court or administrative body
subsequently determine that the terms of any provision of
this Agreement areé more extensive than reasonably necessary
to protect the Company's interest, to request that such
court or administrative body reform this Agreement specify-
ing the greatest time period, the greatest area or other
limitation that would not render any such provision unen-
forceable.

You acknowledge that you are (i) aware that the
United States securities laws prohibit any person who has
material non-public information about a company from pur-
chasing or selling securities of such company, or from
communicating such information to any other person under
circumstances in which it is reasonably foreseeable that
such person is likely to purchase or sell such securities
and (ii) familiar with the Securities Exchange Act of 1934,
as amended (the "1934 Act”") and the rules and regulations
promulgated thereunder and agree that you will neither use,
nor cause any third party to use, any Bvaluation Material
in contravention of such Act or any such rules and regula-

£€¢8020
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tions, including Rulea 10b-5 and 14e-3.

You acknowledge and agree that in the event of
any breach of this Agreement, the Company would be irrepa-
rably and immediately harmed and may not be made whole by
monetary damages. It is accordingly agreed that the Compa*
ny, in addition to any other remedy to which it may be
entitled in law or equity, will be entitled to an injunc-
tion or injunctions to prevent breaches of this Agreement,
and to compel specific performance of this Agreement,
without the need for proof of actual damages. You agree to
waive, and to cause your Representatives to waive, any
requirement for securing or posting of any bond in connec-
tion with such remedy. You also agree to reimburse the
Company for all expenses, including fees and disbursements
of counsel, incurred by it in enforcing your orsyour
Representatives' obligations hereunder.

This Agreement constitutes’thejentire agreement
between the parties with respect té the subject matter
hereof and may not be modified or aménded except in writing
signed by the parties hereto. Neithex'party may assign any
of its rights or obligations Mereunder without the express
prior written consent of the other party hereto.

This Agreement swill be governed by and construed
in accordance with the_laws of the State of New York,
without regard to the principles of conflicts of laws
thereof. The Company and you hereby irrevocably and uncon-
ditionally submit to the.exclusive jurisdiction of the
courts of the State of New York and the United States
located in the €ity of New York for any actions, suits or
proceedings arising ©ut of or relating to this Agreement
and the transactions contemplated hereby and agree not to
commence any action, suit or proceeding relating thereto
except in suchucCourts. Each party further irrevocably and
unconditionally waives and agrees not to plead or claim in
any such court any objection to venue or that such court is
an_inconvenient forum. :

This Agreement will terminate and be of no fur-
thex, force and effect on the third anniversary of the date
of this Agreement except as to the obligations of confiden-
tiality with respect to Know-How, which will continue
indefinitely.

If you are in agreement with the foregoing,
please sign two copies of this Agreement and return one to
the undersigned, whereupon this Agreement will constitute
the agreement between the Company and you with respect to

hZ80¢0
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The Coleman Company
February 23, 1998
Page 7 .

the subject matter hereof. This Agreement may be executed
and delivered, including by facsimile transmission, in one

or more counterparts, all of which together will constitute
one and the same agreement.

vVery truly yours,

SUNBEAM CORPORATION

By:
Name :
Title:
Confirmed and agreed to as of
the date first above written:
THE COLEMAN COMPANY, INC.
By:
o
nNo
o
(@)
nNo
anN
CP 039443
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G7:12am EST 20-Mar-98 3ear Stearns (Maneaty, C/Pahlavi,? 212/272-4219) SOC CLN

- §3C: 41/2 Point Drop Unwarrantad;Buy Reaffirmed;One Year Target Remains $60

Constance M. Maneaty (212) 72-4249 cmaneaty@bear,com
3/19/98 Parinaz Pahlavi (212)272-4028
ppahlavigbear.com

Subject: Company Update
Industry: Household Appliances

BEAR, STEARNS & CO. INC.
EQUITY RESEARCH

Sunbeam (S0C-45 ) - BUY

4 1/2 point Drop Unwarranted; Buy Reaffirmed; One Year Target
Remains §60
1998 EPS Lowered to $1.80 to Include Shares Issued in Transaction
No Change to 1999 Estimate of $3.00

P L L LT R - - R L L L coonnw PR PR T Y

rating on the shares. Our one year target remains 560 as Sunbeam
integrates the acquisitions it has announced and 1999 earnings
approach §3.00. At 15x 1959 estimates, the shares are valued at
a 30% discount to the market.

+**1998 EPS Lowered to §1.80 from $2.05: Wefare lowering our
1998 Sunbeam estimates to $1.80 from $2.05 on the assumption that
the three transactions anncunced @t the beginning of the month
{the acquisitions of Coleman, Signattire Brands and First Alert,
with total sales of about §1.6 billion) close in the near future,
As we wrote in our note of March 2, the acquisitions could dilute
EPS by $0.05-50.07 in 1%984 ) In addition, Sunbeam will issue 19.4
million shares to Coleman® shareholders bringing the 1899 share
base to 108 million shares (which includes the options tied to
Mr. Dunlap's new employment agreement at the current atock
price); assuming a,mid-yearvclose, the 1998 share bage would
increase to about 98 million. The combination of the new shares
and modest dilutdion c¢reate the estimate reduction; on our new
forecast EPS should increase about 30% over the $1.41 recorded in
1997. (Reported EPS will also include the restructuring which ia
expected to be announced after the transactions close.)

[ L L LY T e e e —- - D e L T i I

MARKETACAPITALIZATION S$4.0 (b)
DILUTED EPS Q1 Q2 Q3 Q4

Mar Jun Sep Dec Year P/B
Current 1996 §$0.08A S0.03A $({0.19)A $(0.03)A S(O.lQ)A NC
Current 1997 $0.24A $0.30A § 0.39A 50.47A $ 1.41A 26.7x
Curxent 1998 $0.31E $1.B0E 18.4x
-- FIRST CALL -~
DEPOSITION

EXHIBIT

{=c 94

L1749

L28020

BEAR STEARNS Qo0SsS1
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Trevious 1993 52.05E

Curreat 1999 _ $3.00E 13.2x

+>+Dress Release Spooks the Stock: In conjunction with the
pricing of a convertible offering., Sunbeam yesterday igssued a
press release that said that first gquarter sales may be lower
than analysts estimates of $285-529S5 million. The notice sent
the stock price into a tailspin with the suggestion that the tone
of business might be weakening. We do not think this is the
case. Rather, Sunbeam's order book at this point does not fully
cover the growth expectations (12%-15%) that are implied by the
estimated sales range. This is not unusual, even at this lateé
stage in the quarter, March is the most important month of Tthe
quarter in terms of sales, and orders routinely come in with an
expected turnaround time of as little as 72 hours. Sunbéam will
continue to get orders and ship through the rest of che| gquarter
and sales should be near the expected range. KNonethelegs, we
think the timing of the pricing of the convertible deal souclose
to the end of the gquarter, coupled with orders now/ on the books
prompted the company's press release.

«seCurrent Tone of Business is Healthy: The press release
prompted us to review the current taone of business, and it seems
to be in good shape. Sa far, sales appear to),be pretty close to
budget. Last year, production did not meet demand in clippers,
blenders, blankets and grilla. The capaciry issues have been
solved, and Sunbeam believes that it_is able _fo meet demand with.
improving levels of service.. Grillstare an important component
of firat quarter sales, and we think they were close to budget
until the beginning of March when the weather turned abruptly
cooler in many parcs of the countIy. Sunbeam expects healthy
grill sales during the last twp weeks of March, but it is
possible that some sales would slip into April. The cold gnap
has had a silver lining: e€lectric blankets sold well at retail
and there have been no significant returns. The new air and
water filters started tO)ship in volume in March, a bit later
than management had expected, and they should pick up steam in
the June quarter. Toc accommodate all the moving pieces, we have
lowerad our Q1 total sales growth forecast to 12% (5284 million)
from 15% ($295 million); our EPS estimate is $50.31, a 29%
increase.

Companies Mentioned: Sunbeam (S0C), Coleman (CLN); First Alert
{ALRT); Signature Brands (SIGB)

First Call Corporation - all rights reserved., 617/345-2500
-> Ead of Note «<-

-- FIRST CALL -~

* BEAR STEARNS 00852
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MER 08:43 Sunbeam

Don‘t Miss Consensus

Page 1 of 4

i CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER

socC MERRILL LYNCH Research Bulletin
Household Products Reference Number 10102946
United States Jan/29/98 8 :43
John Gibbons (1) 212 449-8173
ACCUMULATE
Long Term
BUY
Reason for Report: Company Update
Price: $37 5/8
Estimates (Dec) 1996A 1997E
EPS: $1.41 €$1.70-1.90
P/E: 26.7% 20.9x
EPS Change (YoVY): L 27.7%
Consensus EPS: $1.41 $2.04
(First Call: 21-Jan-98)
Cash Flow/Share: §1.85 $2.32
Price/Cash Flow: 20.3x 16 .2x
Dividend Rate: $0.04 $0.04
Dividend Yield: 0.1% 0.1%
Opinion & Financial Data
Investment Opinion: BRB-2-1-7
Mkt . Value / Shares Outsganding (mn): $3,311 / 88
Book Value/Share (Dec-97): $6.08
Price/Book Ratio: 6.2x
ROE 1998E Average: 27%
LT Liability % of Capital: 42.3%
Est. 5 Year EPS Growth: 15.0%
Stock DPata
52-Week Range: $50 7/16-$24 5/8 (we)
Symbol / Exchange: SOC / NYSE N
Options: AMEX (-
Institutional Ownership-Spectrum: 77.8% o0
Brokers Covering (First Call): 8 w
ML Industry Weightings & Ratings**
Strategy; Weighting Rel. to Mkt.:
Income: Overweight (07-Mar-95)
CONFIDENTIAL
CP 02323
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Growth: In Line (07-Maxr-95)
Income & Growth: Overweight (07-Mar-95)
Capital Appreciation: In Line (16-Jul-96)

Market Analysis; Technical Rating: Below Average (26-Aug-97)

**The views expressed are those of ‘the macro department and do not“necessarily
coincide with those of the Fundamental analyst.
For full investment opinion definitions, see footnotes.

Investment Highlights:
o We continue to recommend Sunbeam. SOC showed strong growth in Q4, hitting
our estimate: sales were up 31% ex-divestitures; operating margins hit 20%.

o But, the stock tumbled 9% yesterday because mgmt) broke a cardinal rule:
Q4 EPS of $0.47 missed consensus expectations by $0.03.

o) Given that the Street's range of estimates for 1998 is still rather w1de,
we could envision further price veolatility until estimates tighten.

) Fundamentally, business is solid. JFor,ocur 1998 est. of $1.80, we assume
17% sales growth and a 19% op. margin, stréng growth in our mind, but lower
than consensus. Mgmt. is "not uncomfortable" with $2.00.

© At 20.9x our 1998 est., the Stock is trading in line with its peers. 1i.e.
there is almost no Dunlap premium. .

o We continue to think Mr¢ Dunlap will buy or merge with another company and
create add’l shareholder value\by restructuring the new entity. Although the
cost to buy other compani€és has risen (see recent restructurings at RBD, BDK,
TUP), we still think an_aceretive deal is doable this year. Mr. Dunlap
indicated an eagerness’ to cloSe one in H198.

Oops'! : .

Al Dunlap has made a lot of money outwitting Wall St. In this case, however,
expectations got ‘ahead of reality, and the stock took a hard 9% tumble
yesterday. This\is because consensus expectations for the fourth quarter were
$0. 03 highexr than what was reported.

Lost in theturmoil is that business is pretty good. Fourth guarter sales
jumped31%, excluding divestitures, from last year’s numbers. Sales growth

[}

has, in fact, accelerated all year. Fourth quarter results were broad-based o
with all businesses, except for blankets, showing healthy gains. ' Operating )
marginswhit an unprecedented 20%. EPS were $0.47 vs. $(0.03).. The results hit o
our, estimate. We were satisfied. ‘ : - o
Butiwe also recognize that our numbers were lower than consensus, and wW
understand the market’s reaction.. Given that the range .of expectations for ~nN

CONFIDENTIAL

CP 02324
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1998 is still rather wide, we could envision further stock price pressure until
estimates tighten.

For 1998, we assume 17% sales growth and a 19% operating margin. This solid
performance would result in a 28% EPS galn to $1.80. Not shabby. However,
management indicated yesterday that it is "not uncomfortable" with the
consensus of $2.00. To get there,. you have to assume sales grow about 20% and
a 20% operating margin. As Sunbeam has beaten our sales targets, all last year,
we would not rule out $2.00.

Indeed, Sunbeam should benefit from a full year of benefits pput in place in
1997, including the improved Neosho grill plant, distribution gains, and.
1mproved customer service levels. If the new air and water filtration products
are half the successes management says they will be (mgmt. says they could be
$150 million in sales in 1998), a 20% sales gain doesn’'t)seem out of the
guestion.

We have chosen to be conservative because 1) muchof the sales growth in the
fourth quarter appears to be driven by grills.s We ‘assume that this represents
distribution gains as Sunbeam has extended thé selling season. This could make
for tougher comparisons next year. 2} Management expects. to grow international
to a $400 million business in 1998. Altheugh doable, given the economic
turmoil in Asia, we have chosen to be more comservative. )

We have stuck with the stock because we are banking on Mr. Dunlap'’s reputation.
He has a solid history of always beinglable to. squeeze every ounce of
shareholder value out of a company. We expect him to do the same with Sunbeam.

Interestingly, trading at 20.9% 6ur 1998 estimate, the stock is trading
virtually in line with its péersi., That is to say the stock has virtually no
Dunlap premium.

It is hard for us to believe Mr. Dunlap will sit still. We continue to believe
an outright sale willgbe tough to accomplish. ' Perhaps, he could sell some of
the pieces i.e. the grill business. More likely, we envision an acquisition of
a company (or two) that could benefit from an Al Dunlap haircut. ‘Indeed, the
industry appears ripe for consolidation, given the large number of players and
low profitability%s, Certainly, many of the likely candidates have been
scrambling to determlne their own destiny (see recent restructurlngs at Black &
Decker, Rubbermaid, Tupperware), which has probably raised the price of .
acquisition. By our calculations, however, it is still possible to do an

accretivé agguisition this vear. Management 1nd1catga an eagerness to. cloee a
deal im~the first half of 1998. Stay tuned o R

o

: . " . L - N

opinion Key -(X-a-b-c): Investment Risk Rating(X): A - Low, B - Average, C - O

. Above Average, D - High. MAppreciation Potential Rating (a: Int. Term - 0-12 (@)

mo.% b: Long Term - >1 yr.}: 1 - Buy, 2 - Accumulate, 3 - Neutral, 4 - Reduce, ' ()

5 - Sell, 6 - No Rating. Income Rating(c): 7 - Same/Higher, 8 - Same/Lower, 9 (R
CONFIDENTIAL
CP 02325
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- No Cash Dividend.

Copyright 1998 Merrill Lymch, Pierce, Fenner & Smith Incorporated (MLPF&S).
This report has been issued and approved for publication in the United Kingdom
by Merrill Lynch, Pierce, Fenner & Smith Limited, which is regulated by SFA,
and has been considered and issued in Australia by Merrill Lynch Equities
(Australia) Limited (ACN 006 276 795), a licensed securities dealer®under the
Australian Corporations Law. The information herein was obtainedsfrom various
sources; we do not guarantee its accuracy or completeness. Additional
information available.

Neither the information nor any opinion expressed constitutes an offer, or an
invitation to make an offer, to buy or sell any securities™or‘any options,
futures or other derivatives related to such securities [{("related
investments”). MLPF&S and its affiliates may trade for their own accounts as
odd-1lot dealer, market maker, block positioner, specialist™and/or arbitrageur
in any securities of this issuer(s) or in related investments, and may be on
the opposite side of public orders. MLPF&S, its affiliates, directors,
officers, employees and employee benefit programs may have a long or short
position in any securities of this issuer(s) or im related investments. MLPF&S
or its affiliates may from time to time performiinvéstment banking or other
services for, or solicit investment banking or other business from, any entity
mentioned in this report. )

This research report is prepared for general circulation and is circulated for
general information only. It does not ‘have’regard to the specific investment
objectives, financial situation and the particular needs of any specific person
who may receive this report. Investers should seek financial advice regarding
the appropriateness of investingin any securities or investment strategies
discussed or recommended in this report and should understand that statements
regarding future prospects may ot _be realized.  Investors should note that
income from such securities, if ‘any, may fluctuate and that each security’s
price or value may rise or),falls Accordingly, investors may receive back less
than originally invested. BPBast performance is not necessarily a guide to
future performance. - , )

Foreign currency rates of  exchange may adversely affect the value, price or
income of any se€urity or related investment mentioned in this report. In
addition, investors’ im securities such as ADRs, whose values are influenced by

the currency, of the underlying security, effectively assume currency risk.

-0- () Jan/29/98 B:43
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Sunbeam Corporation : Trimmed Q1:98E/T998E on Potential Q1 Sales Shortfall;

Goldman Sachs
Elisabeth Fontenclli
March 20, 1998
Goldman, Sachs & Co. Investment Research
-Sunbeam Corporation
- + + Trimmed Q1:98Z/i998E on Potential Q1 Sales Shortfall; RL * *

Eliszbeth Fontenelli {New York) 1-2Z12 902-8192/- KY),Equity Research

emzo= = HOTZ 12:06 P¥ March 20, 1998 ==
Stk Latest £2(%eek Mkt Cap YTD Pr
Rtg Close Range (zr3 §) Change
Sunbear CTocrporation RL 45.38 53-29 3547.6 1t
-------------- farfings Per Share---=--—-so-w--~-
sSOC Mar Jun Sep Dec FY cY
1295 Y ' 3.00
1998 FY 0.28 2.00
1657 EY(A) 0.24 0.30 039 6.47 1.41
-Abs F/E on- ~-Rel F/E on-- EV/NxtFY LT EPS
Cur Nxt Cur Nxt EBITDA Growth
soC Y 22.7X 1501X 1.1X 0.8X NA X 20%

+ Continue to reccmmend purchase of SOC. 1588E recduced to $2.00 fm $2.05.
1999Z of $3.00,unchanged. Spoke with company. By our model, potential Q1
revenue shortfall could place Q1 EPS in 5$0.25 to $0.30 range. New est is
$0.28ps v. $0.24, down from previous $0.32 est. We continue to believe
the JYong-term consolidation strategy should create significant value not
reflected in SOC shares today. Price target on $3.00 estimate in 1999 is
unchanged at $60-$65. We believe short-term issues are far outweighed by
tnehlonger-term benefits.

1, 01:98 revenue estimates were in a range of $285-$295 million, about a
154" increase from Qi:97. Our new revenue target is 10% growth tc $275-
$280 rillion., The company stated that Qi revenue 'MAY fall below Wall
trreer estimates of $285 miilion to $29% million, but should exceec year
2gc szles of $253.4 million.' Reasons for the shortfall ’'IF ANY, would
be retzil order patteras and inventory management', not point of sale
related. March is the most significsnt contribtutor to first quarter
cales and profits. As such, these last twe weeks of the month will be
crucial 0 determining Q1 resulcts.

zing ¢ Suntezn has been and remains a U.S. Recommended List

Sur ra
reting. ®itkhin tha: rating we have, in the last year and a half, taken
ieng &gnd shozu-terr postures &t different points in time. Current events
Lof2
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place our rating emphasis on the twelve-month view. We expect near-term
volatility around these fundamental issues until Sunbeam reports
earnings in late April.

Irportant Disclosures (code definitions attached or available upon request)
soc : M,CP

o= =me e -Further Information ===sscssnsccaman
This investment commentary was made ‘avezilable on the Goldman, Sachs & Co.
Research Xpress at 12:13 New York time on 3/20/98.
Please contact your Goldman Sachs representative for additional defails)

{C) Copyright 1998 Goldman, Sachs & Co.
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03:14pm EST 28-Jan-98 CIBC Oppenheimer (Scott Graham 212-667-7256) SOC
SOC: 4Q Comes Up Short; Reducing Ests.; But Maintain Strong Buy P1-2

Part 1 of 2

CIBC Oppenheimer

Household Durables
Scott Graham (212) 667-7256
George Lee (212) 667-6376

Investment Conclusion

Sunbeam reported 4Q97 EPS of $0.47 vs. a
loss of $0.03 a year ago. This was $0.0S
short of our estimate and $0.03 lower than
the Street average. Sales increased 26%.

We bad estimated a 34% increase. This
variance was due to (1) poor electric
blanket sales, which were adversely impacted
by favorable winter weather and a
mid-quarter distribution glitch (now fixed)
and (2) cannibalization of non-new product
sales by new products. The former
restrained gross margin expansion. While
the company offset some of this shortfall at
rhe SG&A line, in part, by reducing blanket
-lvertising when the weakness emerged, it
was not enough to make up the total $0.05
EPS shortfall, all of which was atithe
operating income line. <Clearly,
management's optimism that itfcould pull out
the gquarter late in December was excessive.

We are, however, maintaining our Strong Buy
rating. The "bottom line®"/to this quarter
is best put this way.

We can live with blanket shortfall:
management appears toshave its arms around
the issue. The only real issue we had with
the quarter was' that_ older products sales
declined. This tells us that, at some
retailers, shelfiuspace for these products
was reduced in favor of Sunbeam's new
products. |, One of our thesis points on this
stock has been that Sunbeam would gain share
via mew products (it is) and that even
products that are not new would
incrementally gain share as competitor
products were eliminated in favor of the
Sunbeam new products and as customer service
improved. The latter did not occur this

January 28, 1998

Sunbeam Corporation

4Q Comes Up Short; Reducing
Ests.; But Maintain Strong Buy

Rating: STRONG, BUY

SOC-NYSE(1/27/98) $37 3/4
52-week $S0 7/16-24 5/8
Shares Out 88 Million
Float 84 Million Shares
Market Cap $3.3 Billion
Div/Yield $0.04/0.1%
Fiscalwyear December
Book Value $6.07 per Share
1998E ROE 35.0%
LT Debt $195 Million
Preferred Nil
Com Equity $532 Million

Earnings per Share Prior Current

1996 --- {50.10)
1997 $1.45  $1.41
1998E $2.22 $2.10
1999E $2.75 $2.6S
P/E Ratio

1996 -——- NM
1997 26.0X  26.8X
1998E 17.0X  18.0X
1999E 13.7X _ 14.2X

*All EPS are operating (excl.
one-time charges)

Company Description:

Sunbeam manufactures small
electric appliances for the
kitchen, and for health and
personal care purposes. It also
produces barbecue grills and
accessories.

quarter. :E;

- FIRST CﬁLL - ON CALL -- )

(@]

W

(Ve

CONFIDENTIAL TREATMENT UNDER
) F.0.1.A. REQUESTED
SB 233796
CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER CPH0468457
16div-026580



But as Sunbeam displays more of a new
nroduct and service track record with

etailers, we believe these gains will be
realized in 1998. We are reducing our
revenue EPS estimates by $0.12 to $2.10 in
1998 and by $0.10 to $2.65 in 1999, and our
target price by $7 to $53. But while the
story may not be moving at the velocity we
thought it was, Sunbeam's fundamentals are
still very positive: it was, overall, a good
quarter and the balance sheet improved.
Sunbeam has good earnings momentum heading
into 1998. 1In light of this, the chairman's
indication that a corporate transaction
could occur in 1Q98 and the 20%+ pullback in
this stock from its high, we believe our
highest rating is still appropriate.

Quarter Fell Short of Our Estimate;
Reducing Estimates
Sales increased 26%, below our 34% forecast. The variance was due to poor
electric blanket sales, which were a consequence of favorable winter weather
and a mid-quarter distribution glitch. This glitch has been remedied. It was
also due to some cannibalization of sales by new products of products which
are not new. Gross margin increased 1000 bps to 29.4%. Yet, this too was
below our .forecast of 31.4% due to the_negative mix associated with the weak
~lanket sales, which carry a high gross\margin. The SG&A rate of 9.7% was
ver 1000bps lower than the year ago’ quarter and below our 11.2% forecast.
The company reduced blanket advertising when the sales weakness emerged and
also used more cable TV advertising (less expensive) than network TV
advertising in the gquarter. But this was not encugh to offset the sales and
gross income shortfall at thefoperating income line; this was $0.05 below our
forecast. Interest was a little higher than we expected and the tax rate
lower. ’

Based on the foregoing, we _areslowering our EPS estlmates by $0.12 to $2.10 in
1998 and by $0.10 to $2.65,in 1999.

Key Points of the Quarter

. We believe the quarter ‘and conference call provided the following ppsitives:

Domestic sales increaSe 28%. This represents the fourth consecutive quarter
the sales growthlaccelerated vs. the previous quarter.

Sales to international markets increased 42%, a portion of which was to Japan
and China.(“In our opinion, the Asian crisis has not had an impact on
Sunbeam’s planst

The balance Sheet improved in the quarter. Inventories and receivable both
declined from 3Q97 despite a sequential sales. Inventory and receivables
increased faster than sales did for the full year, but the company (1) came
into 1997 with inventory that was too low to support its customers and (2)
there was a large sales concentration of sales in December. As we have noted
previously, Sunbeam's balance sheet is a plus not a minus to this story.

The company will shift more of its production overseas in 1998. Its target tez)
manufacture 50% internal/S0% external.

~N
- FIRST CALL - ON CALL -- o
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Sunbeam recently signed an agreement with La Quinta Inns to provide their
irons and hair dryers. It is about to sign an agreement with NuSkin to help
:hem distribute is FreshSource water product in Asia.

Project Fulltime, an intermal program designed to increase its on-time,
full-order delivery quotient, is fully on track. We believe this will be a
market share driver in 1998. Even without this in 1997, the company increased

.its market share in all of its key product lines.

Capacity utilization was 76% this year and should rise into the 80s% in 1998.

On the negative side:

Sales to its top 10 customers were up 15%. This was a lower pace of growth
than the last two quarters (+30%, +20%) and was indicative of the non-new
product points we made in our investment conclusion.

The company indicated that it may not run at a 20% operating margini\levei for
full year 1998. Rather, it may pour new dollars into advertising its new
products.

The company gave no indication as to when it will be net_ debt free, a
previously stated goal for year end 1997. However, the [reason behind this
change in direction was a good one: it elected to build working capital
levels to support its customers. This is not new news. '

We have discounted all of the above into our lower estimates.
==============================================================================
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03:14pm EST 28-Jan-98 CIBC Oppenheimer (Scott Graham 212-667-7256) SOC
SOC: 4Q Comes Up Short; Reducing Ests.; But Maintain Strong Buy p2-2

part 2 of 2

A Transaction is Close

Dunlap indicated that the acquisition/merger list is now short and expects to
announce a transaction(s) in 1Q98. To this end, he did indicated that it
could be one or more transactions. While we do not rule out a sale &f
Sunbeam, we are inclined to believe an acquisition/merger is the likely
course. In our opinion, whatever the company does, it will only lock to drive
new value into the stock. ’

valuation:

Very Attractive

Based on our revised estimates, we still believe the stock will /reachk $53 over
the next year. This is based on applying a market multiplemto our 1999
estimate and adding an estimated $4-$5 in 1999 EOY estimate cash.

Our quarterly EPS estimates are shown below.

1 Qer. 2 Qtr. 3 Qrr. 4 Qrr. ', VYear .

1996 Actual $0.21 $0.09 (s0.22) (50.03) {s0.10)
1997 Prior $0.24A $0.30A $0.39A " SO.S2E $1.45E

1997 Actual $0.24 $0.30 50.39 $0.47 $1.41

1998E  Prior --- - -t A-- $2.22E

998E Current - --- --- - - --- $S2.10E
1999E  Prior --- --- -4 --- $2.7SE
1999  Curreat  --- .- -2 -e- $2.65E

This repcrt is issued by: /(1) in the US, CIBC Oppenheimer Corp., a member of
the NYSE and SIPC, (ii) 4n Canada, CIBC Wood Gundy Securities Inc., a member
of the IDA and CIPF, afnd (iii) in the UK, CIBC Oppenheimer Intermational
Ltd., which is regulatedsby)the SFA. Any questions should be directed to
your sales representative.s This report may not be distributed to and is not
intended for the smise of private clients in the UK.
This report is provided for informational purposes only, and does not
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Oppenheimer Corp. The information and any statistical data contained herein
have been obtained from sources which we believe to be reliable, but we do
not sfepresent that they are accurate or complete, and they should not be
reliediupon as such. All opinions expressed and data provided herein are
subject to change without notice. CIBC Oppenheimer Corp., its affiliated
companies, or their respective shareholders, directors, officers and/or

employees, may have a long or short position or deal as principal in the =

securities discussed herein, related securities or in options, futures or ~No
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Household Products

 PuineWebber

Did Al \‘s\”ho'w his\hgnd:'too 'so‘on?'

Buy _ o :. Sunbeam closed out its dramatic 1997 tumaround with EPS of $0 47 the : -
B fourth quarter. ﬁmslung with §1 4] in 1997 versts'a $0 10 loss in 1996

, o \’. The marl\et rewarded Sunbeam for this tumaround by dnvmg SOC shares up
S ' _\ovcr65%m1997‘ T .

| With shares down over 12% in-1998, the market is skepucal‘about “l1ether
an encore performance is possxble

o _ I S \Ne see sofid fundamental momentum through the fi irst half of 1998 but the -
ENE S \ » stock may lag until confidence in 40% EPS growth in 1998 is strcngthened "We

S R S - belicve Sunbeam has strategies in place to restore th:s conf dence in: ‘the near term
- We rentcrate our buy (1) ranng B S

' 1,““1,,,0,,( opinion . © W . 2 price S37 NYSE — SOC 52-weck range S50 /162458

FY 1231 18997 _1998E 1999E ~
We continue to closely monitor Sunbeam s aggressxve Lat- a1 — 5021 TETR —.
ance sheet management as yell as theattainability of the .. - Q2 L 030 . - 046 .
-company’s international goals./While Sunbeam dismisses . g3 . © o039 . .08z e
its high inventory andieceivables levels as necessary “evils™. . Q4 - R X 1 A 1
to support its aggressive growthigoals, we note thatits - Year SO suLél 3195 - §250 -
strategy leaves little margin for error in an industry that . P/E- - o . — . 180 W 148
oftentimes faces errors'outside of its control (weather, eco- Div . o = %004 C -
nomic cycles). On the international fronz, we have always- - Yicld : : - 0.1% =
modeled for slowengrowth than Sunbeam has internally Secular Growin Rate (1997-2001) " : 2% -

modeled for, but we no longer believe there is much, if =~
any, upside to our more conservative stance. We arealso = ' . S : A
bothered by the deparcure of Dixon Thayer. VP of Sun- since it reported its third quarter 1997 eamings in late

beam's International business, only one year into the in-
ternational ramp-up. Thayer's as well as some other
departures at the VP level have been attributed to the:

- October. -At present, Sunbeam needs some new, positive
.. news to stop its steady decline. This could come in the

form of an acquisition announcement, as Chairman Al

company’s ongoing refinement. We find the timing to be Duniap has made it clear he intends to close an acquisition —
a little suspect. While some “warning signs” persistand i che first half of 1998. At 19.0x our 1998 estimate of
some athers have cropped up, we believe this has already $1.95, we believe there is limited downside in Sunbeam . (OO
- been reflected in Sunbeam’s stock price, down nearly 25%  shares at this point and the consummation of an accretive QO
) - ’ o transaction could. give the shares a much-needed boost. =,

o

February 6, 1998 Andrew Shore (212) 713-2452

SOC0205 AS Hari Chandra, Associate Analyst
R. T. Quinn, Associate Analyst
S04 ,
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| Painc\’(’ébber

Fourth quarter snapshot
Dollars o aillions. except per share data

Income Statement
Year-over-Vear Comparison | Sequential Comparison {4
P - .. (=
4Q87 40496 Change 4Q97 3Q87 Change
NeaSin 3381 - 2689 257% c3my 2se ] arow|’:
Conof quds Sold 238.7 2110 10.0% . 19:2%
Gross Profit * 83.4 519 91.5% o9 ama] wmem|io
SCR&A Expennes 32.7 5161 (36.6%) 22 320 [mpls%)|-
Operating Expenses 327 51.6 136.6%) 317 339 3.5%))°
Opceating lucome - 66.7 0.3' 22133.3% 65.7 549 2t.5%])
" Jarrrest expenae and other, wet 41 40 2.5% > . LS 173.3%
" Towt Other . - 4.0 40 - 2.5% 3 15 173.3%
Prevan Encome " h ‘'62.6 7)) i 6¢6 . 534
. Tazes RN 20.9 1.3 09 -7 189 oo
Nei Inreme Cons. Opers, 407 @22 N\ ALY 345 209%
Eaming (Ion) frem discant. aper. net a.a .9 S 00 0.0
‘Ne ncome e . S41.7 {S14.1) . ST SIS | -
" 'EPS Cont. Opers.-prim. E\\' es1.was SO.48 50417 150.03)] "NAM 21.0%{
Avg Com, Sps-diluten R 3% ] 5.1% 0.2%
i Saitiaies " E e e 4 — - -
. . . R D Change L Change
Grass Margin $29.4% 19.3% 100 pus. 294% - 30.7% {L.3) prs.
SC&A Exp. 9.21% 19.2% . 49.5) prs. 9.7% - 1%} . - (2.1) ps.
Oj»fvaling Rlargio * 19.2% 0.1% T 196 pis. 19.1% ° 15.0%] - 0.7 pus
Precan Income - . £18.5% H.A%R) 199 pu.- 1B.5% 18.5% 0.0 pes.
Tax Rave 334N . 40.T% . (1.3) prs. 334% . 35.4% - 129) pu
NevMargin 12.3% - {0.8%) 131 pis. 12.3% 11.9% © 0.4 prs.
Source: Paim-\\'clz'fﬂ‘ Inc. 3md company reports. %
: Balance Sheet )
B Versus Year-coded 1996 } Sequcential Comparison
. [N ] [ LTI
) 4Q97 1996 Change 4Q97 3Q97 Change
ASSETS - : : ' S
Cawh & enuiralrms 52.4 10.5 355.7% 2.4 22.8] 129.8%
Receivadles, net 295.3 213.4 38.5% 295.5 309.3 4.4%
Inventocles . ' 236.2 162.3 57.9% 256.2 - 290.9% -11.9%
et anets ul slixxoniznued ops. LX) 1025 S1000% - DU 2.9] -100.
. Defeered income taves’ - 36.7 93.2 -60.8% 36.7 56.8] -35.4%
Prepaid #up. & othes current asvers 112 404] - -574% 132 100 12.0%
Total cusrent assets 658.0 . 624.1 54% 658.0 6§92.5 -5.0%)
PPEE. tiex 2309 2201 9.5% 2409° 229.2 S.I%
Trademarksand tradenames. ney 194.4 2003 -28% 1944 1959 0.8%
Oftlies assers 220 28.2 ~4.3% 2.8 LA - -18%
. . . 1,120.3 1.072.71 4.3% 1.120.3 1,145.1] - -2.2%
LIABILITIES & SHAREHOLDERS' EQUITY : . v
Cureche Gabilities: - - ; . . :
Short-tenn & cusr. portion.of LT debt 2.0 0.9 -100.0% - 00 0.7] -1000%] - D
Accounts pavable 105.6 107.3 -1.6% 105.6 '132.7 -20.4%4
[Renreciruring acceusl 198 68| .82.9% 0.9 20.1] A54% N
Ohliee current hainlities Y'Y 18.0% LR L4 BIRLLE
Tusal cusren Siahilivies 198.) 27).5 -21.0% 1981 - 248.0f -19.5% o
Lutg-term deint 1936 2011 -32% 194.6 1999  2.1% (we]
Deterred Mcume taves 54.6 52.3 4.4% 546 55.9 -2.3% e
Nan-operarmg and other LT hatities 1301 1525 asx| . il 1ess| 3% £
Shiarcholtcr, exquity - 3319 33 34.6% © 8318 4918 G.9%. -~d
11203 L0727 4.4% 1.1203  1.145.1 2.2%

Source: Painelt'ohiber Ine, 2nil company cepsts.
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Fourlh quarter EPS hi(s low end of range

Sunbeam reported fourth quarter EPS results of $0.47, in
Eine with the low end of Street estimates ($0.47-0.55) and

$0.01 short of our estimate. The company estimates that -

a $15 million shortfall in electric blankets cost $0.04 in
the quarter and the Neosho grill facility re-alignment

“another $0.01. We believe that $0.47 represents a strong

close to a very strong year, but caution investors that going
forward, the Jow end of the range may be 2 more relevant
number to focus on when assessing Sunbeam’s value. As

the last couple of quarters have indicated, Sunbeam’s goals
" are very aggressive, even 3t the low end of the range. ’

Given the slight downside surprise in the latest quarter, we
have trimmed our 1998 EPS estimate to $1.95-2.00 from
$2.00-2.05, reflecting management’s guidance that 40%
EPS growth in 1998 is within reason. While we believe

estimates beyond 1998 are less relevant as Sunbeam man- ..
* agement stated it seeks ta “close” a major acquisition in, [

the first half of 1998, for now, we have shaved a dime off;
our 1999 range, to $2.50-2.60. At 19.0x the low endof-

our 1998 range, we continue to believe Sunbeam isa good "
" buy in the high-$30s, provided it carries out its Phase HIT
- plans . Sticking with our revised “Jow-end” outlook, ous,
- 12- ta 18-month price target is S50, representing 20x the
‘low end of our 1999 estimate.

Sales strong, led by gnlls

Sales in the quarter were up25.7%on a n:porlcd basis, to
$338.1 million. - This was’about’S6 million short of our’ -
estimate, due to-the previously mentioned blanket soft-
ness. . As expected, the-grill sales/led the way in the quarter,
but this growth was substantially 2head of our expecta-
tions. "We are not bothered by the “grill blip™ in the
fourth quarter as long as the company hasn't stolen some
first quarter 1998 upside to-stretch to meet fourth quarter
1997 expectations. We will not really know this until we

_are further into the first quarter, but must note that we

believe the receivable and inventory position is still a bit
“heavy.” The stakes are high as Sunbeam enters the peak
grill season, as the company has already beguh to seed the
channel in the fourth quarter, grill inventory is high

/(according to strategy). and its product line-up is brand

new. If it works, Sunbeam will likely gain substantial

- market share and have a blow-out first half in grills against-

an easy first haif 1997 comparison. We are modeling for
first half 1998 grill sales of around $270 mitlion, up 15-
20% from the roughly $230 million in last year's first half.
We also expect grill margins to be around 5-6 points
higher in 1998 than in 1997, buc still below the company
averape. \Ve believe that Sunbeam management under-

: -“'llal about Phase [H”

_ are also Increasingly of the belief that Sunbeari doesn't ™

stands the importance of the grill iuﬁia’rdﬁﬁd and have no
reason to doubt their execution capabilities.' Regarding -

- this matter, all the shorts can do is pray for rain.

20% operating margm—almost there

Sequential margm lmprovement eontmued as the com- )
. pany registered a 19.79% operating margin in the quarter.’

Gross margin declined sequentiallydn the quarter, to . .-~
28.4% from 30.7% due to the highergrill mix (19% of.
sales in the fourth quarter versus [1% in the third), but -
the difference was more than made up [or in operating -

- margin as SG&A expenditures came in at only 9.79 of

sales. We expect SG&A expenses to pick up againto
around 13-14% of sales in the first half of 1998 as spend- -

iing behind the enhanced grilt Iine-up and the air & wa(er ’
- products b:glns. -

'As wehave stated prevlously. we belleve Sunbeam will )

have a difficult time achieving second half 1898 growth
targets without an accretive acquisition. We remain.

. comfortable with our $1.95-2.00 EPS estimate in 1998.
‘without an acquisition. but we would certainly breathe a- -

little casier if Sunbeamn could actuzlly consummate an - -
accretive transaction. Sunbeam Chairman Al Dunlap *

-expressed hi$ desire to have a transaction closed/in the first

half. We continue to believe that tisme is the compariy’s -
enemy and the sooner it can strike a deal, the better. We

need a multi-billion. dollar acquisition to drive its stock '
price higher. Civen its cost-cutting prowess, superior
margin structure and relatively small sales base ($1.2 bil- - .
lion), we believe a smaller acquisition might be enough-to’
provide upside on the $2.00 estimate in 1998 and return. *
the stock to its old highs in the low $50s. Furthermore, it
may be easier to consummate a smaller transaction with’
cash/debt and save the stock for the “big one,” when Sun-
beam's multiple improves. Whether we see the "quantum

" leap” or not in the first half, we think one thing is clear:

Al Dunlap is not likely to sit idle and watch his stock .
under-perform the market as well as the stocks of his per- N
ennial laggard competitors. We believe the consummation (O

* of some type of M&A deal in the first half is highly likely. CXO

The market is simply waiting to-see at what cost this trans- {~ .’
action will come. While Sunbeam certainly is well posi-

tioned to become the leading consolidator in an industry
desperately in need of consolidation. we just do not .
believe Al Dunlap took this job a year and a half ago to

/ pioneer this consolidation.

‘MF 02959
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.. Sunbeam guartesly income statement

Dotlars in willions. except per share data

' 1399E
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19963 19974 1998E

Us. s804.2] 52015 523000 $2200 s268.0 | 5928.7| 52274 206 32625 s3naz |seoevAl] nz2220

% " ‘ - 15.5%] 1Z9% 25.0% - J46% 16.8% 182.2% J1T%

{mermational 180.0 520 515 - 60.0 0.0 239.5] 650 200 980 n20 'S!.OH 5000

% growth 5 331%) 25.0% 394%  60.0%  60.0% 0| 47.4% 7%

o13) fates 3583.3] 32533 32876 3283.0 S33BT  [31.16B.¢] 32924 33746 33585 3423.2 [30.450.7] A .

% y-o-5 takes groweh J2%) 1038 13I8 HI% 257% 18.7%] 154% 302% 24.1%0 25.8% S24.2% %

X of annust sstes 100.0%f 21.7% 246% 247% 289% | .100.0%) 20.2% 258% 24.1% 293% 100.0%| 100.0%] ..
Cos of goods sold 8pg.3] 1857 2130 200.2 2387 B37.7] 2047 2584 - 2402 289.) 9925 1162.4}
Giomprom 1760} 67.8 745 888 994 3305 827 wed’ 1183 used | ass2|] sse7

Xwmarsin CI29% | 287K 259% NI 294% 282% [ 0.0% Jlo% I1o%- (J20%. IL6% ‘J25 %

SG&A expenses ] 330 36 339 327 | 1312l 408 506 a8 468 [ ismaf] . 2s3]
) B 12.4%) 120% 11.0% 1.7% 978 - H2% | H.0% 133L “IZSK 11.0% 12.6% 1225 % X
Dperatmg protit 3T3| 33T 3325 338 SeL.y | 3150.3] 3ACE. 3055 3733 3BUT | SIfSd ™)
L wearym o¢x ] 1278  1.9%  19.0% - 18.7% F2I1% FIEOX  ITSG 85X 21.0% ]
Titerest expenve {income) 113 20 - 30 .28 46 12.4 2.0 30 - 30 1.0
Other expense (incunte), net of -o1 0% L3 . R oS 22 45 048 0 A5 DS
Pretax incunse -13.0f 327 404 334 626 18312 453 630 70 858 .

%, wupic 13%| 129%  14%  1B5%165% 6% | 158% 164y 126% 202% {s3% || 157 %)
Tcome tax 45) 120 19z e9- zoe b - eea) 159 220 e 30 | - 928]| mnes .

R savcaw 7% ]| J2o%  ISav BN 334N HIG | I50% 1503 XO0R 350% J5.0% S 205 W] -
et incame lcnntinuing operations) -S83] $20. [ 339 [ g 23 3 41 ] 2.8 $172.3 32217 R

5 smaryin Dev) 81% 917 1IN 1290 105% | 10.1% 109X 129% 111 11.9% 29 %} -
Resiructuring . +104.8! " v
Special charges - o -81.8
Earnings from dicontinued operatians 98] .37
Loss on sale of discontinued operations 7K | IERT QA . . A e .

Touwl net income 2287f 69 262 D3NS Ld 1093] 294 410 461 558 1723 217 .
[EPS tcantinuing operations) . -SU.) 24 SU.30 U. S0.97 1K 3033 30.36 3052 30.63 LY 3
EFS treportea) N Crowen] W.om 34.6% JId% JdbN | I0.5% oX’s
Shares sutstanding 829] 810 815 88.2 584 875| 885 885 ~ B88S ~ 885 33.5' 88.5
“Source: PaineWebber linc. sntmates and compang reports, : ’ : ’
Sates Beesidown ") EeEE fQusIE Q291 ©197E 0497k [ 1997

Salny by Seemens - o
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We repeat our Sunbeam investment thesns (thh some

_modest revisions)

o Solid momentum through the first half fueled by a
new grill line-up and enhanced grill facility as well as
its "Air & Water" offerings from the secret room.”

- Comparisons to get tougher in the second haif, bu!

likely to be clouded by Phase III {or perhaps smaler
acquisition).

L Real po(ential for anothér round of metenrié stock
price appreciation comes If Sunbeam can make a stra-
tegic acquisition, using Sunbeam stock as currency, at |

a modest premium that doesn't already factor in all of

the cost-cutting potential. (A smaller cash/debt deal
could also drive some less meteoric appreciation.)

e Patient Sunbeam investors may get two (or more)
“Chainsaw™ turnarounds for the price of one.

Valuation

As Table 3 lluscrates, at Its current depressed levels. Sun<
beam's P/E valuation relative to some other leading con-
sumer non-durable players is bcgmning to look quite -
rcasonable.

TMJ i .

Consumer non-durable companies’ valuations

Company 24 Close _98E" G9E° OBP/E  99PIE |

_mates, the stock can approach 20x our 1999 EPS estimate,

or $50, representing 33% upside from current levels. Un-"~
til such steps are taken, we believe the stock may langunh
in its current $37~40 tradmg range.

k We should note that investor skepucnsm is‘nothing new for-

Sunbeam. Exactly one year ago, Sunbeam’s stock closed at.
$27 1/8, 19.2x what many viewed\as 4 very aggressive

" $5.40 estimate for 1997. Asyearilater; the eamings have -

been delivered and Sunbeam stock is up nearly 40%. If
Sunbeam management executes according to plan-{40%

"EPS growth in 1998), January's skepticism may translate * - -
“into an encore performance for investors in 1998,

Risks ) B
Sunbeam has been and continues to be a very risky story. -
Tlte company s EPS groivth target of 40% in 1998 is very
aggressive and comes in the face of a difficult economic )
climate in Asia and very solid growth in second half 1997.
We also believe the company is employing a risky strategy

.to,capture 2 larger share of the grill market. Execution is

key to the company providing an encore to its stellar 1997
performance :

Addinonal information is available upon request.

. _Pr.iru of éompanltsm;mlaned s of 2:4/98:

Block & Ducher! BDK, $48 5/8
Closax! CLX $78 172

Black & Decker $485/8. ° . $26 583.26) 183x.  14.9x
Fortune Brands $381/8  SL70 SL98 224« 19.3x
Newell $421/16775208 8238 200x  177x

‘Honeywelt HON 373174 .- . .

\1;.,.4' MYG $401/4
Newetl NWL 532 1716,
Rubbermaid RBD $24 3/4
Sunbeam? SOC $37 -

Rubbermaid - 524 % - 811 87 5149 210x  166x

Mean 205 170x |

Tupperware TUP $267/16

Bunbeam $37 $195 -$250 19.0x _ 148 |

. *First Call nkoniestimaxe, rlttpl for Sunhe~m whichis bawd on foreend of

Pate Webbrs tange.

We believe that over the next 12-18 months, as Sunbeam
management takes the appropriate Steps ta restore confi--
dencelin the attainability of aggressive 1998/1999 esti-

‘Whirlpoat! \WHR 159 7/8 T
‘A sulnidiary of Painc\Vebber Incorp acts 25 a specialist that mukes a
snarket i ihb sccurity, At sny given time the sprcialist tnay have 3 pasition,
- vither long of shott. in the secucity, and o3 a rauk of the sssoctated speciatist’s
function s a market maker, such 3 specialiss may be on the opposite side of
orders executed on the floor of 3 national securities exchange.
2 P2snetYebber Incosporated has acted 1n 3n hesiment hmnng capacity for
- this company.
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. r Phase 111 Update - Did Al Show his hand too soon?

Sunbeams Chairman Al Dunlap stated pudlicly on April 4. 1997 that Sunbeam was Jooking 1o hire an advisor
to explore takeovens or a sake of the company. Dunizp claipied that Sundeam could “casily spend $5 biilion on a buyout”
and that he would prefer making a hatile takeover of & pourly managed company to 8 friendly buyout.” Nearly 10 nronths
lLates, Sunbeam has made no such acq best some p ] targets have made some pre-emptive moves.

Tabdle 4 . }
Frequently mentioned Sunbeam targets that have recently announced restructurings

Date Anticipated Full savings
Annual Restructuring  Anticipated A t Uzed
Company Sales (bli) Announced Charge (mm)  Sovings (mm) by
Whirlpooi 386 S7T8/57 S350 S180 by 2000
 Tupperware 12 . 1712198 - $42 SI0 by - 01998
Rubbermsid $24 1721798 $200 $200 by < 2000
Black & Decker $4.9 1/27/98 " s250 $100 oy 2009
Maytag $3.4 2/9/96 $40 $20 by 1997
Sunbeam $1.2 11712/96 $338 $225 by 1998
Source: Cunpany preas reieases and reports.
In many ceses the siock prices of Sunbeans 5 restructuring covntérpares ave ouipaced Sunbeans s siock price
since ihe company’s Aprit 1 and it1s October 23 announcemeat thar Alorgan Scanley had been
hired to explore stratesic alicrnatives.

Table 5 y
Relative stock price performance at announcement dates

6 | | | | PaineWebber

Stock Stock Current
Peice Price Stock Price Return since ¥ R
Company 4/4/97 10/23/97 2/4/98 73797 10723737
Whirlpool $16.25 $62.50 339.88 29.5% -4.2% |
Tuppervare 32.38 26.15 . 2844 -18.3% -1.2%
Rubbermaid 24.38 21.25 24.75 1.5% 2.1%
Black & Decker 30.63 40.63 4863 58.8% 19.7%
. [Mayiag 20.63 3413 40.25 . 95.2% 17.9%
Sunbeam $32.88 $48.88 $37.00 12.5% 24.9%
S&P 500 731,90 §30.69 1006.9 323% 55% |
| As oiher conipanies bave played “caich up, * Suabeam’s valuation is beginning 10 look more reasonable |
Tadk 6
Relative Valuation
Current :
Stock Price EPS estimates Price/Earnings
Company 2/4/98 1998° 1999 1988 1999
\¥hiripook §59. 53.99 s1.83 15.0x 12.0x
Tupperware 26.44 1.65 190 16.0x 13.9x
Rubbermatd 2435 118 149 210 16.6x o
Black & Decker 48.63 2.65 3.26 183x 14.9x ~N
Aaytag 40.23 2.33 2.68 17.3x 15.0x
] Aean 17.5x 14.5x -
unbeam® $37.00 5155 $2.50 19.0x 14.85 (@)
SEP 500 1006.9 1837 303 20.8x 20.0x_| an
* First Call smran estanates 2 of Fehrcary 3. 1938,

® PamelWebber Inc. eyiuznates.
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PaincWebber - | o "7 

Table 7 : . . . '
Water filtration devices (pitcher/faucet mount/counter-top & filters): Dollar share of type (FOM)

199¢ 1995 QIS5 Q295 Q3% Q8 126 QIS? Q27 QST Qus?

CLOROX o Wi _®Z_wi__ #1636z TE T Mz T 132
BRITA S04 2 681 79 163 162 WE B9 Wz 75 132

RECOVERY ENGINEERING r 18 30 31 78 78 4% 50 90 122 7151
PUR 18 30 i1 2B 18 4% 50 9012z W2
PUR PLUS () . ~908

TELEDYNE WATER PIK [ 58 155 134zl 94_ 11 NZ &7 85 51
TELEDVNE INSTA PURE 66 18 19 61 &1 53 . 63.761  S&52 &
TELEDYNE \WATER PIK ‘a0 52 40 229 271 20 28/30 22 22 s
‘fELEDYNE \WATERPIK POUR THRU 5 28 312 26 17 25 L7 @8 o7 ‘03
INSTAFURER 40 a8 16 08 07 06 O©O¢ Qs 04 J03 03 o4
TELEDYNE WATER PIK WATER FRESH 03"

QNI CORP s &4 10 61 &t 40 55\ 45 4z 42 28"
OMNI .. 182 18 65 57 584 33 52 - 43 40 42 27
OMNI TOTAL I 13 89 05 o0e. 03 030, 03 02 <02 .4t .

HONEYWELL ) i T
. HONEYWELL {2} ; : : S8

HEALTH O METER (CULLIGAN Y - 04 - o1 04 14 12 o8
HEALTH O METER ] 04 01 04 14 12 08

RUBBERMAID 02 07 06
RURSERMAID b) . : 02 07 0s-

AMETEK/PLYMOUTH PRODS DIV (CLLLIGAN) ) ) 10 08 .05 03
KLEEN PLUS () ' . v 19 08 05 .. .03

POLLENEX CORP S 38) 29 25 15 s 1z 16 11 OF a4 . 03
POLLENEX . Woem2e 25 19 15 12 16 Ll 0T 04 03

INNOVA PURE WATER Ny 20 26 20 14 10 05 11 .05 04 -04 02
(NNOVA CLEARWATER CHOICE o4/ 1 09 06 05 03 05 3 a3 02. Of
INNOVA . 1. 15 12 07 05 o0z a5 62 02 -0 01

TOTAL CATEGORY (s S1ZB) S312 S5 S17.8  S235  S26.0 S360 S1034 $323  SITE  S404  $504

FOOD - 2% 220 185 a1 &id 157 8 2.z 203 A8 189 204 32

DRUG 128 )78 ML M 457 198 WA 1G9 355 M4 117 w2} -

AASS G35 602 RIS 6L 627 645 010 619 ®.2 6.7 &3 oad a2

() New protuct,

Souree: fnkemabonResources. ke, ared Paine\ebber estimates.
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Tabie 8 .
Water filtration devices (pitcher/faucet mount/counter-top & filters): Dollar share of type (FDM)

) © 1994 1835 Q196 Q296 Q396 Q4S5 1956 Q197 Q29T Q397 Q87 1997] CHG,|
INNOVA PURE WATER ) 439 411402 410400 3%
INNOVA CLEARWATER CHOICE 303 29 305 305 32 %
INNOVA 569 5 516 58! 578 1
OANI CORP ’ o 759748 7.4 130 1.2%]
OMN} : 708 68 703 731 104 -1.6%]
OMNITOTAL 1) §833 9707 10781 10768 10846 -S7.0%
POLLENEX CORP | {84 L XT] 850 K73 8.64 963%
POLLENEX ~ 824 849 850 875 864 -16.2%)
TELEDYNEWATERPIK 1082 1020 974 955 93 26%)
TELEDYINE, WATER PIK POUR THRU 897 786 807 1.7 206!
TELEDVNE 1MSTA PURE 945 9 6T 870 &S 255
TELEDYNE \WATER PIK 1393 1331 1308 1308 1298 -26%|
INSTAPURER 40 2112 2887 3253 3045 X6 2228 2842 2205 20010 1563 j310 1823 H12%
TELEDYNE WATER PIK WATER FRESH 593 ’ TR ‘ ¥
HONEVWELL ’ . : 1037 1037
HONEVWELL () . 1037 10371
HEALTH O METER (CULLICAN J\} . . W72 197z 1840 1TS3 1290 1083 13.89] 446%|
HEALTH O METER 1232 1972 1840 1753 1230 1093 13.89) -436%)
RUBBERMAID l o 1585 1228 15T 12
RUBBERMAIO ta) : R . 1888 278 8T 1233
CLOROX . 181 1201 1388 1325 1356 1438 1348 1137 1353 1355 1443 nn| 0.3y
BRITA ) 181 4201 1098 1325 1356 . 133 1348 1337 1353 115 1443 unl 3%
AMLTERPLYMOUTH PRODS DIV (CULLIGAN) . 1953 1846 1638 4B 17.60]
KLEEN PLUS () 1953 1846 163 1483 17.60]
RECOVERY ENCINEERING . 6 a4 061 2776 M9 W AN 085 A5 AR AM -15.6%)
PUR : . .16 314 2061 2TI6 M1 W63 DAl 005 057 232 a76] -1r3%]
PLRPLUS () ) . 33.49 D49
CATEGOWY AVERAGE (L1046 1059 1073 84 (207 1342 1219 243 1277 1290 WO N Si’T
FOOD 981 987 967 1045 1199 115) 1080 1LS6 RLSY 1227 1195 1222 125%
DRUG 1291 1345 1259 1341 1416 1605 1437 1488 42 116 159 1502] A7%
MASS 10311022 072 31205 1195 1329 1217 1220 127) 1282 .l 1303 6.2%
(2! New produes.
Soawee: hoformyem Resourers b, and Paioe\Webixy cntiniares.
February G, 1998 Andrew Shore (212) 713-2452

Hari Chandra (212) 713-2434
R.T. Quinn (212) 713-3618

The ndurnuziam eoredes 3 hevan b owd on vmices e el et e ida®ie 100 13 WTurery A ol gutareinl Paneielter Incorp andfar Netholt Huselive Anet Manape- fnr..
kot cestrpwnes 1! o theat QTBCAS, Citer ey, ENGLA N OF s hinkh 13 233 o (ies Bate 3 emitems, inphutlag 0 Sebilrape OF Option poution. m thr i Wl drice e Leveis st nay
308800 s thwent oc o BoEn cuncreness Thew: compaises mir, oI tume 10 Gave RE 33 3 ComuR o 10 3 Coniary bt fmried upan.

Coeigte & 1993t Puie M itder tnnonparaindt. 28 £ty merns

£€680¢0
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10:22am EST 29-Jan-98 PaineWebber (Andrew Shore (212)713-2452) SOC
SUNBEAM: SOLID CLOSE TO 1997: ENCORE IN 19982

PW PW PW PW PW PaineWebber PW PW PW PW PW

Rating=1 (SOC) .
Closing Price=$37 5/8 : o=
Current FY EPS EST=§1.97 L
Next FY EPS EST=$2.55

FY End=December

Date: 29-JAN-98

MARKET CAPITALIZTION ($ MM) MARKET VALUATION -
Stock Price $37.63 TEV MULTIPLES soc ;
Shares Outstanding 85.2 TEV/LTM Salés 2.86x )
Total Equity Value $3,204.4 TEV/LTM EBITDA 14.1x
Plus: Debt, MI & Preferred 194.6 P/E MULTIPLES
Less: Cash & Equiv. -52.4 Price/CY 1997 EPS 26.9x
Total Enterprise Value $3,204 .4 Price/CY "1998_EPS 19.3x
Annual
YEAR Sales ($MM)
FYE 12/31/97A $1,168
FYE 12/31/98E $1,451
FYE 12/31/98E $1,722
_ EPS

AR Q1. Q2 Q3 Q4 YEAR STREET
rYE 12/31/97A 0.24 0.30 0.39 0.47 1.41A 1.41A
FYE 12/31/98E 0.33 0.46 0.52 0.63 1.95E 2.04E
FYE 12/31/98E - P - - 2.50-2.60E 2.65E
Dividend Yield e
Secular EPS Growth Rate 20%

KEY POINTS

1. Q4 EPS HITS LOW-END OF RANGE: Sunbeam** (SOC) reported Q4 EPS
results of $0.47, in-ldine with the low-end of Street estimates ($0.47-
$0.55) and $0401 short of our estimate. The company estimates that a
$15 million shortfall in electric blankets cost them $0.04 in the
quarter and thefNeosho grill facility re-alignment another $0.01. We
believe that $0,47 represents a strong close to a very strong year, but
cautiop’ investors that going forward, the low-end of the range may be a
more relevant number to focus on when assessing Sunbeam's value. As the
last couple of quarters have indicated, Sunbeam's goals are very . —
aggressive, even at the low end of the range. Given the slight downside ~nNo
surprise in the latest quarter, we are trimming our 1998 estimate to O
$1,95-52.00 from $2.00-52.05, reflecting management's guidance that 40% o
EPS. growth in 1998 is within reason. While we believe estimates beyond wn
1998 are less relevant as Sunbeam management stated they seek to "close®
a*major acquisition in the first half of 1998, for now, we are shaving a (o
ne off our 1999 range to $2.50-$2.60. At 19.3 times the low-end of
.ar 1998 range, we continue to believe Sunbeam is a good buy in the
high-$30s, provided it carries out its Phase II1 plans . Sticking with
our revised "low-end" outlook, our 12-18 month price target is $50,
representing 20x the low-end of our 1999 estimate.

CONFIDENTIAL CP 02986
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2. SALES STRONG LED BY GRILLS: Sales in the quarter were up 25.7% on a
reported basis to $338.1 million. This was about $6 million short of
our estimate, due to the above mentioned blanket softness. As expected
~he grill sales led the way in the quarter, but this growth was
ibstantially ahead of our expectations. We are not bothered by the
"grill blip" in the fourth guarter as long as the company hasn't stolen
some Q198 upside to stretch to meet Q497 expectations. We will not
really know this until we are further into Q1, but must note that we
believe the receivable and inventory position is still a bit "heavy."
The stakes are high as Sunbeam enters the peak grill season, as the
company has already begun to seed the channel in Q4, grill inventory™is
high [according to strategy) and it's product line-up is brand néw.. If
it works, Sunbeam will likely gain substantial market share and'have a
blow-out 1H98 in grills against an easy 1H97 comparison. We_.axe :
modeling for 1H98 grill sales of around $270 million, up 15420% ¥rom the E
roughly $230 million in 1H97. We also expect grill margins .to be around :
5-6 points higher in 1998 than in 1997, but still belowsthe company
average. We believe that Sunbeam management understands the, importance
of the grill turnaround and have no reason to doubt their execution
capabilities. Regarding this matter, all the shorts can'dé is pray for
rain. -

3. 20% OPERATING MARGIN - ALMOST THERE: Sequéential gmargin improvement
continued, as the company registered a 15.7% operating margin in the
quarter. Gross margin declined seqguentially d@n the guarter, 29.4% from
30.7% due to the higher grill mix (19% of "sales\dn Q4 versus 11% in Q3),
but the difference was more than made up for\in operating margin as SG&A
expenditures came in at .only 9.7% of sales’. We expect SG&A expenses to
~ick up again to around 13-14% of sales'dn the first half of 1998 as

ending behind the erhanced grill, line-up and the air & water products
»2gins.

4. WHAT ABOUT PHASE III: Asgwe have stated previously, we believe
Sunbeam will have a difficult time achieving 2H98 growth targets without
an accretive acquisition., WeTemain comfortable with our $1.95-2.00
estimate in 1998 withoutsan acguisition, but we would certainly breathe
a little easier if Sunbeamfcould actually consummate an accretive
transaction. Sunbeams€hairman, Al Dunlap, expressed his desire to have
a transaction CLOSED in 1H98. We continue to believe that time is the
company's enemy and|the sooner it can strike a deal, the better. We are
also increasingly of ‘the belief that Sunbeam doesn't need a multi-
billion dollar,acquisition to drive it's stock price higher. Given it's
cost -cutting prowess, superior margin structure and relatively small
sales base ($1.2/billion), we believe a smaller acquisition might be
enough tofprovide upside on the $2.00 estimate in 1998 and return the
stock to,its old highs in the low $50s. Furthermore, it may be easier
to consummate a smaller transaction with cash/debt and save the stock
forsthe, "big one,” when Sunbeam’s multiple improves. Whether we see the
"gquantum leap” or not in 1H98, we think one thing is certain, Al Dunlap
is ‘not going to sit idle and watch his stock underperform the market as
well "as the stocks of his perennial laggard competitors. We believe the
coensummation of some type of M&A deal in 1H98 is highly likely. The
market is simply waiting to see at what cost this transaction will come.
While Sunbeam certainly is well positioned to become the leading
nsolidator in an industry desperately in need of consolidation, we
. -st do not believe Al Dunlap took this job a year and a half ago to
pioneer this consolidation.

SIS §

958020

5. WE REPEAT OUR SUNBEAM INVESTMENT THESIS: (with some modest
revisions)
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- Solid momentum through 1H98 fueled by a new grill line-up and

enhanced grill facility as well as its "Air & Water" offerings from the

"secret room." .

- Comparisons to get tougher in 2H98, but likely to be clouded by
tase II1 (or perhaps smaller acquisition).

-- Real potential for another round of meteoric stock price

appreciation comes if Sunbeam can make a strategic acquisition, using

Sunbeam stock as currency, at a modest premium that doesn't already

factor in all of the cost-cutting potential. (a smaller cash/debt dedl

could also drive some less meteoric appreciation).

- Patient Sunbeam investors may get two (or more) "Chainsaw®

turnarounds for the price of one.

6. VALUATION: As the table below illustrates, at its current™depressed
levels, Sunbeam's P/E valuation relative to some other leading consumer
non-durable players is beginning to look quite reasonable.

COMPANY 1/28 CLOSE 1998E* 1999E*r 1998'P/E 1999 ¢P/E
Black & Decker $48 9/16 $2 .65 $3.27 18.3x 14 .9x
Fortune Brands $38 11/16 $1.70 $1.98 22.8x 19.5x
Newell 541 3/8 $2.11 $2.38 1946x 17.4x
Rubbermaid $25 3/4 $1.18 S1.49 2108x 17.3x
Mean 20.6x 17.3x
Sunbeam ) $37 5/8 $1.95 $2.50 19.3x 15.1x

* First Call mean estimate, except forsSunbeam which is based on low-
end of PaineWebber range.

We believe that over the nextpl2418 months, as Sunbeam management
-ckes the appropriate steps to restore ¢cnfidence in the attainability
of aggressive 1998/1999 estimatés the stock can approach 20 times our
1999 estimate, or $50, representing 33% upside from current levels.
Until such steps are taken, ¢we believe the stock may languish in its
currxent $37-40 trading range. :

We should note that)investor skepticism is nothing new for Sunbeam.
Exactly one year ago,“Sunbeam's stock closed at $27 1/8, 19.2x what many
viewed as a very aggressive $1.40 estimate for 1997. A year later, the
earnings have been delivered and Sunbeam stock is up nearly 40%. If

- Sunbeam management exegutes according to plan (40% EPS growth in 1998),

January's skepgicism may translate into an encore performance for
investors in 19983

RISKS

Supbeam has been and continues to be a very risky story. The
company's EPS grcwth target of 40% in 1998 is very aggressive and comes
in the face of a difficult economic climate in Asia and very solid
growth in 2H97. We also believe the company is employing a xrisky
strategy/ to capture a larger share of the grill market. Execution is
key, to"the company providing an encore to its stellar 1997 performance.

**PaineWebber Incorporated has acted in an investment banking capacity
for this company.

LS8020

The information contained herein is based on sources we believe to
be reliable, but its accuracy is not guaranteed. PaineWebber
Incorporated and/or Mitchell Hutchins Asset Management Inc., affiliated
companies and/or their officers, directors, employees or stockholders
may at times have a position, including an arbitrage or option position,
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in the securities described herein and may sell or buy them to or from
customers. These companies may from time to time act as a consultant to
a company being reported upon. Copyright ( 1997 by PaineWebber
“ncorporated, all rights reserved

More information available upon request
First Call Corporation - all rights reserved. 617/345-2500

END OF NOTE

858020
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ANDREW CONWAY, JUNE 4, 2004

CONFIDENTIAL
Page 1 |
1 * * * CONFIDENTIAIL * * *
2 IN THE FIFTEENTH JUDICIAL COURT
3 IN AND FOR PALM BEACH COUNTY, FLORIDA
4
COLEMAN (PARENT) HOLDINGS, ) I
5 INC., )
)
6 Plaintiff, ) i
)
7 vs. ) No. CA 03-5045 TAI {
)
8 MORGAN STANLEY & CO., INC., ) l
)
9 Defendant. )
____________________________ )
10 MORGAN STANLEY SENIOR )
FUNDING, INC., )
11 )
vSs. ), Ne4 CA 03-5165 AT
12 )
McANDREWS & FORBES HOLDINGSY, )
13 INC., )
)
14 Defendant’. )
____________________________ )
15
16
]
17
18 CONFIDENTIAL VIDEOTAPED DEPOSITION |
19 OF ANDREW CONWAY
20 New York, New York ﬁg
21 Friday, June 4, 2004 g
22 o
O
23
24 Reported by:
SHAUNA STOLTZ-LAURIE
25 JOB NO. 160457
—_— S
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ANDREW CONWAY, JUNE 4, 2004

CONFIDENTIAL
Page 6 Page 8 ||
1 Confidential - Conway 1 Confidential - Conway
2 deposition before? 2 deposition? '
3 A. TI've never given -- no, I've never 3 A. My wife. |
4 given a deposition before. 4 Q. Okay. A family member wouldn't
5 Q. Okay. Mr. Clare has probably 5 count there.
6 explained the process to you a little bit, 6 A. Tom and my wife.
7 but let me just point out a few ground rules 7 Q. Did anyone from Morgan Stanley
8 that might guide us through the day. 8 contact you about this deposition?
9 First, if you don't understand one 9 A. Oh, and also our internal legal
10 of my questions, let me know; I'll try and 10 department at CSFB is also of aware,of today
11 rephrase it. If you need to take a break at 11 also.
12 any time, just let me know, and we'll try to 12 Q. Anyone else, anyone at:Morgan
13 accommodate that. And you need to give your 13 Stanley --
14 answers audibly so that the court reporter, 14 A. No.
15 the stenographer in particular, can write 15 Q. --in particular?
16 down your answers. Nodding our head or 16 A. No.
17 shrugging your shoulders don't show up on the 17 Q. So how did you first learn that a.
18 transcript. 18 deposition was. requested of you in this case?
19 A. Okay. 19 A. Tom’called me in my office I'm
20 Q. What did you do to prepare for your 20 thinking Jate'winter, early spring.
21 deposition today? 21 Q.¢ Okay. Were you aware of the
22 A. I met with Mr. Clare for an hour or 22 lawsuit'between McAndrews & Forbes and
23 two Wednesday afternoon. 23 Coleman (Parent) Holdings and Morgan Stanley
24 Q. Anything else? 24 ¢4 when you received the call?
25 A. Nope. 25 A. No.
Pagey7 Page 9
1 Confidential - Conway 1 Confidential - Conway
2 Q. Did you look at any documents? 2 Q. Okay. Could you sketch out for us ,
3 A. Ilooked at a couple of documents 3 for us your educational background from :
4 to refresh my memory from the time frame, the 4 graduating high school through the present? i
5 time period. 5 A. Sure. I graduated Staples High
6 Q. And which documents did yot look at 6 School in Westport, Connecticut, public high
7 to refresh your memory? 7 school. Got a bachelor of science in finance
8 A. Ilooked at a capital markets 8 Lehigh University in Pennsylvania. Graduated 1
9 memorandum. I looked at agfax that was sent 9 1987. Received an MBA from Emory Business i
10 to me by someone who worked with-me at the 10 School in Atlanta in 1992.
11 time, to refresh just the time frame. 11 Q. Can you tell me then what your
12 Q. Isthat Jim Dormer? 12 Lehigh major was?
13 A. That is correct, that is correct. 13 A. Bachelor of science in finance. \
14 And I looked'at probably couple of 14 Went to the College of Business and :
15 other capital markets/in the process of 15 Economics. P
16 trying to bea part.of the selling of the 16 Q. And did you have any specialty or o
17 convertiblesbond. 17 specialization with respect to your MBA at S
18 Q. Anything else you can remember? 18 Emory? et
19 A. No. 19 A. I would probably say no, no o
20 Q. Do you know who has given testimony 20 specific specialization, but concentration POl
21 in this lawsuit so far? 21 probably in international marketing, finance,
22 A. 1do not know who has given 22 security analysis.
23 testimony so far. 23 Q. Okay. Do you hold any profession
24 Q. Have you spoken with anyone other 24 licenses or designations?
25 than Mr. Clare or a family member about this 25 A. Other than the Series 7 and 63
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1 Confidential - Conway 1 Confidential - Conway
2 required of being a security analyst, and -- 2 Director.
3 and the needed regulatory requirements, and 3 A. Correct.
4 testing by the NASD, no. 4 Q. You said already today on the
5 Q. And if you could also take us 5 record that you are an analyst covering
6 through briefly your employment experience 6 beverages and now tobacco?
7 from your Lehigh degree to the present. 7 A. Um-hm.
8 A. Sure. Graduated Lehigh. I went to 8 Q. Can you tell us in simple terms
9 work for Drexel Burnham here in New York City 9 what you do on a daily basis --
10 as a -- in their controller's division. I 10 A. Sure.
11 spent about three to four years there, and as 11 Q. --in connection with thosé?
12 the firm went bankrupt I had already applied 12 A. My job is to write reseateh on
13 to business school, so moved down to Atlanta. 13 tobacco and beverage companies, to make
14 While I lived in Atlanta, worked for Coca 14 investment opinions on whether to -- whether
15 Cola as an intern on special projects, kind 15 the -- the public companieswill outperform,
16 of during business school. Upon graduation 16 meet, or underperform their sectors in the
17 from business school in '92 I was offered a 17 S&P 500.
18 position with Salomon Brothers as a research 18 Q. Okay.»So it's detailed analysis of
19 analyst covering the beverage industry. I 19 public companies.
20 left Salomon Brothers in January of 1996 for 20 A. It’is ayjob that requires, yeah,
21 Morgan Stanley, covering beverages, and I 21 financial médeling, interaction with money
22 left Morgan Stanley in July-August of '01 for 22 managers, and interaction with company
23 Credit Suisse First Boston to cover beverages 23 representatives.
24 as well. 24 Q. “Okay. Do you have any kind of
25 Q. Okay, and you're at Credit Suisse 25 “termination or similar agreements with Morgan
Page 11 Page 13
1 Confidential - Conway 1 Confidential - Conway
2 today? 2 Stanley that would be in effect today?
3 A. TI'm at Credit Suisse today, 3 A. I'm not sure what that means.
4 correct. 4 Q. Okay. When you left Morgan Stanley
5 And I cover beverages and tobacco. 5 did you sign any contracts with them
6 Q. Any plans to leave CSFB any/time 6 governing your conduct towards them in any
7 soon? 7 way after you left the company?
8 A. None that I know of. I love the 8 A. Other than a simple employee code
9 firm, so -- 9 of conduct that I would have signed as a
10 Q. Okay. When you joinedMorgan 10 normal employee, I don't think there was
11 Stanley in '96 I think you said - 11  anything.
12 A. Yeah. 12 Q. Are you aware of any contract or
13 Q. -- what title did yeu have? 13 other agreement that would prevent you from
14 A. I had the titleyof Principal. 14 disparaging Morgan Stanley in any way?
15 Q. And did you hold any other titles 15 A. No.
16 at Morgan Stanley? 16 Q. Why did you leave Morgan Stanley?
17 A. ‘T.digm=Iwas elected a managing 17 A. 1 left Morgan Stanley for two
18 director in‘December of 1998. 18 reasons primarily. Number one, I felt I
19 Q. And you were Managing Director when 19 wasn't getting the mentorship and support
20 vyou left. 20 thatI need as an analyst in research, that I
21 A. Thatis correct. 21 --Twasn't sure that Management felt that I
22 Q. Okay. 22 was someone who could continue to succeed in
23 A. And I'm a managing director at 23 their organization and take on wider
24 CSFB. 24 responsibilities over time, and despite
25 Q. You came in to CSFB as Managing 25 attempts to reach out to my bosses and
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Page 14 Page 16 ;
1 Confidential - Conway 1 Confidential - Conway i
2 colleagues -- you know, you always want to 2 A. Well, the analyst's responsibility i
3 know what your bosses think about you, so I 3 is to accurately and strategically decipher §
4  think the biggest reason or the reason I was 4 company's prospects, rate of revenue growth, i
5 recruited to leave was I didn't know where [ 5 rate of earnings growth, rate of cash flow, i
6 stood. 6 quality of Management, and our job is to be S
7 Q. Did you feel any kind of pressure 7 as accurate as we can for our clients who
8 to expand the industries that you were 8 have a responsibility to make investments.
9 covering? 9 Q. So the analyst client is typically
10 A. No. 10 an institutional investor?
11 Q. Now, is it fair to say that you are 11 A. That's correct. An analyst's
12 viewed as one of the leading analysts on Wall 12 client is a mutual fund, a pension fund, a
13 Street? 13 state fund, anyone invested==anyone
14 A. Idon't know. I would say thatin 14 invested in the market, in my particular
15 --iin the -- in the beverage area I would say 15 case, who would havesholdingsin beverages.
16 I would be among the leading analysts on Wall 16 It could be an Anheuser Busch. It could be a
17 Street. 17 Coca-Cola. It could'be a Brown Forman.
18 Q. As a more general matter, you don't 18 Q. But theiissuers themselves don't
19 have an opinion as to whether you're regarded 19 pay you toover the company; is that
20 as a leading analyst? 20 correct,
21 A. Idon't. 21 A That is correct.
22 Q. And you were viewed as a leading 22 Q. "Is there any interaction between
23 analyst in the beverage industry in 1998 as 23 _analysts and investment bankers who, for
24 well. 244 example, are involved in M&A work? And let's
25 A. Correct. Yes. 25 “say in the late 90s.
Page 15 Page 17 ||
1 Confidential - Conway 1 Confidential - Conway
2 Q. Is there any kind of ranking of 2 A. Are you asking me in like a :
3 analysts by any kind of third parties, The 3 generalization -- i
4 Journal, for example? Or Greenwich I think 4 Q. Yes?
5 is one I've seen. 5 A. -- or are you asking for my i
6 A. " Yes, there are a couple of rankings 6 specific experience?
7 whose importance I think has waned as of 7 Q. Let's start generally first.
8 late, but there is The Grant Survey, which'is 8 A. Okay. I--Iwould--1would say
9 a relatively small sample sizé™~There is -- 9 that I'm sure there have been instances where
10 And you're talking aboutpublic 10 a merger and acquisition transaction, based
11 rankings. 11 upon reading the Wall Street Journal, of
12 Q. Correct. 12 analysts that have a pretty high profile,
13 A. There is your Wall Street Journal 13 that they have been involved in giving advice
14 ranks. Also stock picking. There's also 14  to their own investment bankers on M&A
15 Institutional Investor, which probably -- the 15 experience or strategic action. The most
16 magazine probably*has gotten the most 16 prominent that comes to light is in the
17 recognitiormwhich also ranks specialists 17 telecom industry, you know, Jack Rudnick, et
18 based on money managers' feedback. 18 cetera.
19 Q. And you've been highly ranked since 19 Q. Right, right.
20 prior to joining Morgan Stanley I assume. 20 In your own experience, though,
21 A. That's correct. 21 you've never felt pressure from the M&A side
22 Q. I wonder if you to tell us a little 22 of the investment bank to help garner, say,
23 bit on a large scale where the analyst fits 23 IPO business?
24 in a larger investment bank like Morgan 24 A. No.
25 Stanley. 25 Nor -- nor have I ever given
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1 Confidential - Conway 1 Confidential - Conway
2 specific M&A advice to any investment banker. 2 pride ourselves in doing the best job and
3 Q. You say you've never given specific 3 being very rigorous. So when I say
4 -- did you say M&A advice to any investment 4 thankfully, I mean that we work hard for our
5 banker? 5 reputation, and -- and it's important to keep
6 A. That's right. 6 a reputation intact, and I believe my
7 Q. Okay. So getting even more 7 reputation remained intact.
8 specific in connection with the Sunbeam 8 Q. So even within Morgan Stanley there ;
9 transaction -- 9 was no fallout, from your perspective, on )
10 A. Um-hm. 10 your career as a resuit of your involvement i
11 Q. -- which brings us here today -- 11 with Sunbeam. b
12 A. Um-hm. 12 A. That's correct.
13 Q. --you don't recall having any 13 Q. Now, in '98 you were'still a
14 conversations with any of the M&A team about 14 Dbeverage analyst.
15 whether the deal was a good one? 15 A. Um-hm.
16 MR. CLARE: I object to the form 16 Q. How is it that you got involved
17 of the question. 17 with Sunbeam?
18 And, Clark, it's your deposition, 18 A. My boss;Dennis Shea, came into my
19 but you talked about "the Sunbeam 19 office and asked me to play a role in selling i
20 transaction" and "the deal." There 20 a convertible'deal/ As the kind of senior
21 are, obviously, a number of financial 21 consumer analyst, we did not have a household
22 transactions, and I would suggest maybe 22 productier pefsonal care analyst at the time, ;
23 just make sure we're all talking about 23 _and'so playing the role, if you will, of a f
24 the same thing, clarify what we're 244 team player, was asked to play a role in the
25 talking about. 25 “process of selling the convertible
Page 19 Page 21 |;
1 Confidential - Conway 1 Confidential - Conway -
2 MR. JOHNSON: That's a good 2 transaction to money managers.
3 objection. 3 Q. Okay. When you say play a "role in
4 Q. Did you at any point have any 4 selling" the subordinated debt, what do you i
5 conversations with anyone on the Morgan 5 mean by that? 4
6 Stanley M&A team concerning whether Sunbeam's 6 A. The -- the -- the -- there was a ;
7 acquisition of Coleman, First Alert and Mr. 7 convertible --
8 Coffee was a good transaction? 8 Q. Right.
9 A. No. 9 A. --bond deal. i
10 Q. No one ever asked youropinion on 10 Q. That's the one I'm referring to.
11 that? 11 A. And the role -- the role that I
12 A. No. 12 would traditionally play, as an analyst would
13 Q. Did you have an‘epinion on that? 13 play in a new issue or an IPO would be if ]
14 A. No. 14 there were any questions from potential : %
15 Q. Did.you receive any criticisms for 15 investors on the company, my role would be {
16 your involvementin'the Sunbeam difficuities, 16 there to answer those questions. o |
17 so to speak;"in=1998? 17 Q. In order to answer those questions @
18 A. Thankfully, no. 18 did you need to educate yourself about the o
19 Q. When you say "Thankfully, no," are 19 company? n
20 you saying it wouldn't be a surprise had you 20 A. Yes, Idid.
21 received criticisms? 21 Q. Inthat process did you form any »
22 A. No. Isay thankfully in a way that 22 opinions about Sunbeam as a company either ]
23 my role was -- my role was -- I didn't 23 pre or post acquisitions? i
24 actually cover the company, so -- and -- and 24 A. As part of that process I requested
25 reputation to an analyst is important, and we 25 some time with Sunbeam management to discuss
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1 Confidential - Conway 1 Confidential - Conway '

2 their earnings growth prospects, company 2 A. No.

3 fundamentals, cost structure, any -- the 3 Q. So the revenue growth the company 3

4 responsibility of an analyst is to know the 4 was posting didn't strike you as unusual? i

5 business, and because this company was not 5 A. No.

6 within the realm of my industry specialty, I 6 Q. Okay. And the company's cash flow

7 had to spend extra time with -- with company 7 didn't bother you?

8 management to develop and understand strategy 8 A. No.

9 and -- and -- and growth targets. 9 Q. Anything about accounts receivable 4
10 Q. We'll probably come back to this in 10 bother you? '
11  a little bit more detail -- 11 A. No.

12 A. Sure. 12 Q. Okay.
13 Q. -- but I want to ask you right now, 13 A. None that I can recaill:
14 do you remember which members of Sunbeam 14 Q. Okay. Do you remember hearing in
15 management you met with? 15 the March -- February-March '98 time frame
16 A. [didn't meet with. 1 had 16 that Sunbeam engaged in bill and hold
17 telephone conversations with. So never met 17 transactions?
18 live with them in person. But yes, I had at 18 A. No.
19 least one or two tele -- telephone meetings 19 Q. Dowyou know what that term is? 4
20 with Russ Kersh, and I believe Mr. Fannin was 20 A. No, net --/not -- not today.
21 present for one of both of those, and the 21 Q4 Okay. ‘So today there's nothing
22 sessions probably were, you know, an hour or 22 about that term that gives you any anxiety
23 two. 23 or-=
24 Q. And do you remember when these 24 ANIf - if -- if - if bill and hold
25 occurred? 25 “\refers to, you know, booking revenues ahead
Page 23 Page 25 |

1 Confidential - Conway 1 Confidential - Conway

2 A. Idon't remember specifically. 2 of shipping product, that -- that -- that

3 Clark, I think, you know, they clearly would 3 certainly is something that one would take

4 have occurred before -- during or before the 4 notice on, but I don't recall that discussion

5 trans -- the presentation to the Equity, or 5 or that issue coming up in my analysis.

6 the Debt Capital Committee on the 6 Q. Is that something you would take

7 transaction. 7 notice of?

8 Q. Right, right. 8 A. I would query Management about.

9 A. It was in early Marchef that year, 9 Q. Okay. Okay, because of accounting i
10 based upon getting refreshed on a‘time line. 10 concerns or because of, you know, business
11 Q. Any other Sunbeam management 11  model concerns, or both?

12 besides Kersh and Fannin? 12 A. Well, T would say just -- just --

13 A. No. 13 just more about trying to understand the --
14 Q. What 4 didyou review any 14 how the business functions from a working
15 documents, a 10-K, anything like that? 15 capital on from a client relation, just to

16 A. TI'msurevas‘part of my developing a 16 understand is that the model the industry
17 model‘qUarterly, I reviewed all financial 17 traditionally works in, or is that an

18 documents, that were available to me. 18 exception.

19 Q. Okay. So that would include the 19 Q. Okay. And would it impact future
20 audited '97 financials? 20 results.

21 A. It would have included a '97 10-K 21 A. Sure. 1 mean absolutely.

22 or a'97 annual report. 22 Q. I apologize we're jumping around a
23 Q. Okay. And when you reviewed that 23 little bit here.

24 '97 annual report or 10-K did anything jump 24 A. No, that's fine.

25 out as an obvious problem with the company? 25 Q. I think you started out by saying
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2 that Dennis Shea introduced you to the idea 2 A, Yes, I was, {
3 of getting involved in selling the 3 Q. Okay. And did you have any ‘
4 convertible debt. 4 understanding of his reputation?
5 A. Yes. 5 A. I had a perception of his
6 Q. Okay. What's the next thing that 6 reputation.
7 happened, that you can recall, after Dennis 7 Q. And what was that? i
8 Shea asked you to do this? 8 A. That was that he -- I had recalled :
9 Did you say okay? 9 reading about his successes with Scott\Paper.
10 Did you think about it? 10 I think he was known as a successful.cost \
11 A. 1 probably thought about it. And 11 restructurer, pruner of businesses, ‘making 0
12 as -- as -- as Morgan Stanley is -- is -- you 12 them more nimble and more competitive.
13 know, always stresses culturally the 13 Q. And do you have any*understanding
14 importance of -- of being a team player, I 14 of Mr. Dunlap's reputation today? i
15 made a decision to -- to play a role. 15 A. I --Tknow thathis,reputation }
16 Q. And did you ask any of your 16 today, you know, wasn't what it was several
17 subordinates within the company to help you 17 years ago.
18 out with the job? 18 Q. Okay.=lt's much worse now.
19 Did Jim Dormer? 19 A. Iwould --yes. Particularly
20 A. lJim Dormer, who would have been -- 20 after, you know, the events at Sunbeam.
21 who would have worked with me, my associate 21 Q4 Right.
22 atthe time, and is -- yes. 22 Did you do anything other than talk
23 Q. Anyone besides Jim Dormer work on 23 _to Mg, Kersh or Mr. Fannin to get a sense of
24 something? 24( therbusiness culture at Sunbeam in the first
25 A. Not -- not that I know of, because 25 “quarter of 1998?
Page'27 Page 29
1 Confidential - Conway 1 Confidential - Conway
2 I believe he was the only one that worked 2 A. No.
3 with me at the time, I believe, so I -- 1 3 Q. Is that something that as a general
4 don't -- I don't recall anybody else. 4 matter is of importance to you and companies
5 Q. Were you aware, well, when you got 5 that you're studying?
6 involved, that Sunbeam's CEO was a flamboyant 6 A. Itis.
7 character? 7 And culture on companies,, just like
8 MR. CLARE: I object to the form 8 our sources within companies, are acquired
9 of the question. 9 over time.
10 You can answer it. 10 Q. Okay. So the only reason you i
11 MR. JOHNSON:» Well, let me -- 11 didn't get a sense of the culture at Sunbeam !
12 A I-1--1--4 12 is you had just gotten involved with the
13 MR. CLARE: -- your objection, but 13 company?
14 I'll withdraw the guestion. 14 A. Right.
15 MR, CLARE: I'm two for two today. 15 1 think that culture, you know,
16 MR. JOHNSON: Not to encourage 16 occurs, as an analyst, in visiting corporate
17 you. 17 headquarters, spending time with Management,
18 (Laughter). 18 with institutional investors and -- and -- -
19 MR. CLARE: I only make 19 and -- beyond Mr. Dunlap's reputation. So N
20 meritorious objections. 20 culture is not something you -- you get as a —t
21 MR. JOHNSON: "Laughter," please. 21 snapshot in a day or -- or -- it's something Qo)
22 (Laughter.) 22 that evolves over time. oy
23 MR. JOHNSON: Sorry about that. 23 Q. And given how events unfolded, you ~
24 Q. You were aware that the CEO of 24 never visited Sunbeam's headquarters?
25 Sunbeam was Al Dunlap? 25 A. That's correct.
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2 Q. Did you perform any due diligence 2 A. Um-hm.
3 on either Sunbeam or the targets that Sunbeam 3 Q. --from John Tyree and Shani
4 was acquiring? 4 Boone --
5 A. None beyond my conversations with 5 A. Um-hm.
6 Russ Kersh and my industry reading, general 6 Q. -- and you're one of the recipients :
7 articles, information, 10-Q, 10-K. 7 or listed recipients. 1
8 Q. When you say "industry reading," 8 A. Correct.
9 were you reading about other household 9 Q. Do you recall receiving this memo?
10 products companies to get a sense of the 10 A. 1 do not recall receiving this
11 industry as a general matter? 11 memo, but I -- this is a document Tisaw with
12 A. Probably getting a sense to 12 Tom on Wednesday briefly.
13 whether, you know, targets are achievable, 13 Q. Okay. And who isMraTyree, John
14 margins are achievable. 14  Tyree?
15 But -- but -- but, again, a strong 15 A. I believe JohnsTyree was one of the
16 part of that really comes from my 16 investment bankers.
17 interaction, you know, with -- with senior 17 Q. Did you everhave any conversations
18 management. 18 with Mr. Tyree?
19 Q. Sure. 19 A. I know I had conversations with one
20 But it would be customary to 20 or two bankers. I can't remember what their
21 review, say, the 10-Ks of Sunbeam's 21 name/wass
22 competitors. 22 Q. “And Exhibit 128 doesn't refresh
23 A. I would say yes, it -~ it is. 23 _yourmemory about maybe participating in due
24 Although, you know, there may not have been a 24¢ diligence calls on First Alert or Signature
25 direct comparable, but I'm sure over time, 25 “\Brands (inaudible) --
Page 31 Page 33
1 Confidential - Conway 1 Confidential - Conway '
2 sure. 2 (Discussion off the record.)
3 Q. Okay. Do you recall how the market 3 Q. --which is Mr. Coffee?
4 reacted to Sunbeam's announcement of the 4 A. Right. I would have certainly been
5 acquisitions? 5 notified by the investment bankers that there
6 A. Ido not. 6 was a conference call going on. What I don't
7 Q. Okay. You don't recall any market 7 remember, whether I was on this call or not,
8 reaction suggesting that Coleman -- exeuse 8 or whether Jim Dormer was on this call or
9 me, that Sunbeam was paying«too much for the 9 not, the reason being I may have been
10 companies it was acquiring? 10 traveling during the time of this call.
11 A. No. 11 Q. Okay.
12 Q. I'm following the path of a drunken 12 A. So I would have received this, but
13 sailor here. I'm jumpingyaround. 13 I don't remember -- don't remember it nor do
14 A. No, that's fine. That's fine. 14 1 remember playing a role on the conference
15 Q. Getting back/to due diligence for a 15 «call. S)
16 second -- 16 Q. Did you look at your calendars from =
17 A. “Surer 17 '98 at all to get ready for the deposition? OO(
18 Q. --Lwant to show you a document, 18 A. We did -- we did on Wednesday. '
19 see if it looks familiar to you. This has 19 And -- and I wasn't -- I know I was g
20 been marked previously as Exhibit 128. 20 in California, I believe, during this time.
21 A. Okay. Okay. 21 1 think.
22 Q. Mr. Conway, Exhibit 128 appears to 22 Q. Okay.
23 be a Morgan Stanley memo -- 23 A. The week of the first announcement
24 A. Um-hm. 24 that came out about -- the public
25 Q. --dated March 9, 1998 -- 25 announcement that Sunbeam had made I think on
|
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2 sales forecasts -- 2 with him at all in connection with Sunbeam?
3 Q. Right. 3 A. No.
4 A. --Ithink that was this week. I 4 Q. Bob Kitts?
5 was on the West Coast visiting institutional 5 A. No.
6 clients -- 6 Q. Alex Fuchs?
7 Q. Okay. 7 A. No.
8 A. --on beverages. 8 Although there are two bankers, and
9 Q. Okay. 9 I--I--Clark, I don't know whether it's
10 A. Soif it was that -~ that week, I 10 Fuchs or whether it's Tyree. I'm presuming
11  --if I was -- I was out of town. 11 they were more junior, the ones/
12 Q. But as you sit here today, the only 12 communicated with. I just dof't recall --
13  things that you would describe as potentially 13 Q. Okay.
14 due diligence would be your calls with 14 A. --which one it was. So it could
15 Kersh -- 15 have been Fuchs andstrcould have been Tyree.
16 A. Right. 16 I just can't picture them.
17 Q. -- and reviewing the company's 17 Q. Okay, let meyjust give you a few
18 public financial statements and/or reports 18 more names,
19 and industry materials. 19 A. Sure.
20 A. That's right. 20 Q. Ayrone Chang?
21 And -- and I would also include to 21 AL Not
22 thatif -- if I participated in any due 22 Q. “Andy’Savarie?
23 diligence calls that the firm would have -- 23 A. No.
24 would have held as well. T just don't recall 24 Q. “Lity Rafii?
25 me playing a role in those. 25 A. No.
Page 35 Page 37 ||
1 Confidential - Conway 1 Confidential - Conway
2 Q. Okay. I'm going to give you the 2 Q. Shani Boone?
3 names of a few of the investment bankers on 3 A. No.
4 this transaction. 4 Q. Johannes Groeller?
5 A. Sure. 5 A. No.
6 Q. And what I'm getting at is whether 6 Q. Bram Smith?
7 you spoke with any of them relating to the 7 A. If Shani worked with John, and he
8 Sunbeam transaction -- 8 was one of the junior bankers, it's possible
9 A. Okay. 9 I spoke with her. I just don't remember. b
10 Q. - the acquisition or financing of 10 Q. That's fine.
11 the acquisitions. 11 A. Sorry.
12 A. Okay. 12 Q. That's fine.
13 Q. Bill Strong? 13 Bram Smith?
14 A. Did not speak to Bill Strong. 14 A. No.
15 Q. Doyou know who Bill Strong is? 15 Q. Michael Hart?
16 A. 1 doknows=who Bill Strong is. 16 A. No.
17 Q. “OKays=Have you worked with him in 17 Q. Brooks Harris?
18 any otherdeals? 18 A. Maybe, because I know Brooks was a —
19 A. I have worked with him on another 19 convertible banker, so it's possible I had N,
20 at the time, going back a couple of years 20 communication with Brooks. I don't recall D;
21 before this, potential beverage company 21 it, butit's possible. 1 know -- I know col
22 issue. 22 Brooks, which is why. oAl
23 Q. Okay. 23 Q. Mitch Petrick? O
24 A. Yes. 24 A. No.
25 Q. How about Jim Stynes, did you deal 25 Q. Have you worked with Mr. Petrick

R
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2 before? 2 A. No, I did not.
3 A. No, not that I know of, 3 I -- I had one conversation with an
4 Q. Did you keep Mr. Shea posted on 4 investor on my trip out to California, with
5 your progress on Sunbeam? 5 an institutional investor, and who I believe
6 A. Yes, 6 happened to be an owner, knew I was involved
7 Q. And did you end up talking to any 7 in the convertible deal, and asked me, you
8 institutional clients concerning the 8 know, in a way maybe about the company :
9 convertible debt offering? 9 prospects or growth, but beyond -- that was
10 A. I spoke to [ would say a small 10 during the -- never any contact after.the
11 handful, Clark, maybe two or three. It --it 11 transaction, so it was relatively -</he's the
12 -- my role was -- [ think the transaction 12 only one I can recall.
13 sold very well, and this wasn't a transaction 13 Q. Okay. And what else*do you recall
14 that needed a great deal of my time in the 14 of that conversation?
15 selling process. So I would say it was 15 A. He asked me why Lwas/going to
16 probably a handful -- it could have been two, 16 cover the company for why. the beverage
17 three, four investors -- that I probably 17 analyst was playing'a role/and I mentioned
18 would have talked to. 18 to him that we.don't have a household product
19 Q. And who would those investors be? 19 analysts, and my boss asked me to take on the
20 A. 1 --1don't recall specifically. 20 role, being a‘team player.
21 I saw in the one document that I 21 Q« And you'didn't have any misgivings
22 saw with Tom Clare on the Jim Dormer fax that 22 at the time at’all about the convertible
23 there was a client that had called and got a 23 offering.
24 fax to return the phone call, so that would 24 A. WNo.
25 have been an example of a client. 25 Q. Did you have any sense that
Page 39 Page 41
1 Confidential - Conway 1 Confidential - Conway '
2 Q. And that's Franklin? 2 Sunbeam's stock price was inflated in March
3 A. Yes. 3 of'98?
4 Q. Okay. Franklin was already a large 4 A. No. v
5 owner of Sunbeam at the time? 5 Q. You thought it was fairly valued j
6 A. I --1discovered that this past 6 based on your work at that point? '
7 Wednesday. 7 A. T had not come to a conclusion yet
8 Q. You didn't know that previously: 8 on the equity market valuation of Sunbeam,
9 A. 1don't remember if <'Tudon't 9 because all that was asked of us was to put
10 remember. 10 together models, cash flow, balance sheet 3
11 Q. Michael Price is’one of the 11 adjustments, forecast earnings, and then 1
12 principals of Franklin? 12 describe those to our investors, but not make
13 A. Michael Price is ope of the 13 a valuation opinion. That would have come in
14 principals. 14 an initiation or an equity report. ,
15 Q. Isthatcorrect? 15 Q. Okay. With the benefit of 1
16 A. 1--T%- T'don't know. 16 hindsight, do you feel like you kind of stuck :
17 Q. "Okays 17 your chin out on this transaction at all? (om
18 A. 1 know he's a well-regarded 18 MR. CLARE: Object to the form of ™~
19 investor. I don't know -- 19 the question. (o)
20 Q. Whether he's associated in Franklin 20 You can answer if you understand o
21 in any way. 21 it.
22 A. That's right. 22 A. TI'm not sure I do understand it.
23 Q. After the events at Sunbeam 23 Q. Okay, let me try and rephrase it.
24 unfolded did you have any conversations with 24 Well, let me put it differently.
25 institutional investors about Sunbeam? 25 Did anyone ever say you shouldn't
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2 have stuck your chin out on Sunbeam? 2 atall?

3 A. No. 3 A. No.

4 MR. CLARE: Same objection. 4 Q. Now, you were involved in analyzing

5 Q. You've already testified that an 5 synergies that might be attained from

6 analyst's reputation is of critical 6 Sunbeam's acquisition of the three targets;

7 importance, correct? 7 is that correct?

8 A. Um-hm. 8 A. That is correct.

9 Q. Okay, with the benefit of 9 Q. Okay. Tell me how you went about H
10 hindsight, you wish your name hadn't been 10 doing that. -
11 associated in any way with the convertible 11 A. T think the majority or a htundred
12 offering? 12 percent of our feedback on synergies came
13 A. No, but -- but -- but with the 13 from our conversations with"Russ Kersh.

14 benefit of hindsight, you know, if -- if 14 Q. When you say "a hundred percent of
15 felt there was any impropriety or any issue 15 the feedback came from" ==
16 in the numbers, the cash flow, the story, you 16 A.  Well, the -- the knowledge of the
17 know, as an equity analyst and a senior one, 17 capability to get the'synergies --
18 had I had an inkling that, you know, what was 18 Q. Okay.
19 told to me by Sunbeam's management was, you 19 A. -- either iniany of the businesses
20 know, an outright falsehood, I would have 20 came from Russ Kersh articulating which
21 stopped the process right there. 21 busineSses/'what part they were coming from,
22 Q. Sure. 22 a leng history’of Sunbeam's management i
23 A. That I could tell you. So that -- 23 _expetiences at extracting synergies from
24 that's - you know so from a reputation 244 companies, and -- and where there were, you
25 standpoint if -- if I had discovered, you 25 “know, perhaps even greater synergies going
Page 43 Page 45 k
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2 know, that I was outright lied to, the 2 forward.

3 process would have stopped right there. 3 Q. So the synergies analysis that you
4 Q. So you're saying Mr. Kersh or Mr, 4 or your staff performed were based entirely

5 Fannin lied to you outright during your calls 5 on Mr. Kersh's thoughts about synergies that

6 with them. 6 might be attained?

7 A. Well, the -- the -- the postmortem 7 A. Correct.

8 is that the revenues and the growth story'did 8 Q. And Mr. Kersh's ideas were based on

9 not materialize. 9 his knowledge of Sunbeam's operations and
10 Q. Right. So that's the basis of your 10 past performance?

11 belief that you were lied to. 11 MR. CLARE: Objection, calls for

12 A. Yes. 12 speculation.

13 Q. Okay. You,said afew minutes ago 13 A. I--1--1presume so.

14 that the convertible sold very well, so you 14 Q. Okay.

15 as a result didn't need to talk to a lot of 15 A. Yes.

16 institutional investors to try and help sell 16 Q. By the way, did you sign a

17 the convertiblespis that correct? 17 protective order in this case?

18 A. Thatis correct. 18 MR. CLARE: Do you remember?

19 Q. Okay. Do you recall the size of 19 A. Idon't--1don't know. -
20 the convertible offering initially or -- or 20 Q. You don't recall doing that.

21 as it closed? 21 A. Idon't recall doing that, no.

22 A. Idon't 22 Q. Okay. And did you look at any of

23 Q. Okay. I'll represent that it was 23 your evaluations for Morgan Stanley?

24 initially $500 million and then closed at 24 A. My evaluations.

25  $750 million. Does that refresh your memory 25 Q. Correct. {
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2 A. Which? Which type of evaluations? 2 work on Sunbeam?
3 Q. Well, I guess let's -- let me ask 3 A. Idon'trecall.
4 it more specifically. 4 Q. And you didn't see your evaluation
5 Do you recall how the evaluation 5 forms in meetings with Mr. Clare?
6 process worked at Morgan Stanley? 6 A. No, I did not.
7 A. The evaluation for my 7 Q. You just mentioned that you were
8 performance -- 8 upset as the process unfolded, and you had
9 Q. Correct. 9 conversations with Mr. Shea about that; is
10 A. -- or the evaluation for this deal? 10 that--
11 Q. For your performance. 11 A. That's -- that's correct.
12 A. I--Iwould have -- I would have 12 Q. Okay.
13 been evaluated at the end of every year on my 13 A. 1 mean my conversations with Mr.
14 performance. 14 Shea was informing him of the avents.
15 Q. Did you fill out a self-evaluation? 15 Q. Okay.
16 A. I certainly did. 16 A. Because he'had approached me and
17 Q. Do you remember referring to 17 asked me to take a'leadership role with it.
18 Sunbeam in any way in connection with your 18 And tosyour point earlier about
19 1998 self-evaluation? 19 reputationds important, and -- and -- and in
20 A. Idon't remember. 20 this process Tydidn't want, you know, my i
21 Q. Do you think you would have done 21 hard-€arned, you know, analytical rigor *
22 that, given your work on the deal? 22 reputation te’be hurt by this event.
23 MR. CLARE: Obijection to form. 23 Q. Sure. !
24 A. I--1know that the events 24 Did you say in words or substance b
25 personally were upsetting, and because -- I 25 “to Mr. Shea that analysts should keep focused i
Page 47 Page 49
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2 can tell you I communicated to my boss Dennis 2 on their own industries?
3 Shea as the process was unfolding, you know, 3 A. No. i
4 my -- you know, my -- my view of here's@n 4 Q. Okay. %
5 analyst taking a role, and first announcement 5 A. Idon't believe I did. g
6 goes out, sales a little bit less. But I'-- 6 Q. Did Mr. Shea have any reaction to ‘
7 it wouldn't surprise me whether I said 7 your communication of the events that
8 something in my 360. I just-- 1 don't*krow 8 unfolded at Sunbeam? %
9 if I did or if I didn't. 9 A. 1 think his reaction was, you know, ;
10 Q. When you say "360" yod mean -- 10 let me look into it, and let me -- let me -~
11 A. I mean seif-evaluation:) That -- 11 and let me, you know, get back to you.
12 that's part of the whole process -- 12 Q. Okay. Did he do so? i
13 Q. (Speaking,simultaneously.) 13 A. 1don't know that there was a, you :
14 A. Firm wide, exactly. 14 know, detailed postmortem where he and I sat
15 Q. Okay. 15 down together, but as events unfolded it
16 A. Exactly. 16 became clear and clearer through the, you
17 (Discussion off the record.) 17 know, months ahead that, you know, the role (o=
18 MRy JOHNSON: I apologize. 18 -- the role of myself and Sunbeam was -- you N3
19 Let me see what the record looks 19 know, was coming to -- wasn't going to be -- o}
20 like. (Reviewing real-time.) 20 was coming to an end. And it's common oQ
21 Q. Mr. Conway, when you say "360," you 21 procedure in any transaction for an analyst ~
22 mean a firm-wide evaluation? 22 to let his bosses know if there are, you i
23 A. Correct. 23  know, events that -- that may affect the s
24 Q. Do you know whether as part of the 24 offering, or events personally that, you '
25 firm wide evaluation anyone referenced your 25 know, occur where an analyst just wants to :

3
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2 make sure the boss knows. 2 Did you do anything to find out where Sunbeam
3 Q. What events in particular do you -- 3 was with its earnings as of mid March --
4 did you provide to Mr. Shea? 4 A. No.
5 A. Well, I remember the first event 5 Q. -- of the first quarter of '98?
6 was -- because believe I was on the West 6 A. No. The only thing I may have done
7 Coast when in March the first public 7  after that first announcement was request
8 statement from Sunbeam that sales forecasts 8 another conversation with Mr. Kersh.
9 in -- in -- in the quarter were going to be a 9 Q. Okay.
10 little less than expectation, so that was -- 10 A. Butno.
11 that would have been -- you know, [ got that 11 Q. But as you sit here you gan't
12 news, and I would have put in a voice mail or 12 recall actually doing that. You'saidsit's
13 a phone call to Dennis Shea about that. 13 something you may have dore:
14 Q. Did that press release give you any 14 A. Right,
15 anxiety, for lack of a better term? 15 Q. Okay. Do yousrecall how the market
16 A. Idon't--1Idon't think it gave me 16 reacted to the first press release, the March
17 anxiety, no. 17 15th press release? ;
18 Q. Did you do anything to learn what 18 A. I don'tsrecall the exact, although ;
19 the actual sales and earnings numbers were 19 I know Sunbeam's\shares dropped. I don't
20 for Sunbeam at that point, in the first 20 know the amount/ I can't remember that.
21 quarter of '98? 21 Q¢ Did you'read what other analysts
22 A. Did I -- did I in terms of 22 were saying.about Sunbeam?
23 forecast, or did I -- I'm not sure I 23 A. Noi
24 understand the question. 24 Q. H0kay. That was a fairly emphatic
25 Q. Okay, sorry. 25 “no.
Page 51 Page 53 |
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2 The press release you're referring 2 Is that a practice, you don't watch
3 to- 3 what other analysts are saying?
4 A. Okay. 4 A. That's right. I think we -- we as
5 Q. --I'li represent came out on Maich 5 analysts have a -- have a -- have a -- well,
6 19th. 6 I can't speak for other analysts, but I think
7 A. Um-hm. 7 that rarely a new coverage or -- or -- or new
8 Q. Okay, my question is whetherin 8 companies do we read, you know, what other
9 connection with that press réelease you did -9 analysts write, just for fear of, I think,
10 anything to determine what Sunbeam's actual 10 being prejudiced or -- or -- you know, the
11 sales for the quarter were, as of the date of 11 only time I would ever read what other
12 the press release. 12 analysts wrote would be if a client would
13 A. 1--1probably after that point -- 13 e-mail to me or would ask me, say, you know, 4
14 You mean whether I would have 14 analyst X believes this, what do you think,
15 changed my farecast or adjusted numbers or -- 15 and that did not happen in this process. o
16 Q. I guess slightly -- we'll get to 16 Q. Okay. So as you sit here today you ro|
17 that-- 17 don't know what other analysts said in the C)‘
18 A. Okay. 18 wake of the March 19th press release? |
19 Q. -- but slightly differently. 19 A. That's correct. -l
20 Did you do anything to find out 20 Q. Okay. You mentioned the first IR
21 what the actual results were as of, say, mid 21 communication you had with Mr. Shea was the "
22  March? 22 March 19th, press release.
23 A. No. No. I had no information 23 A. Um-hm.
24 beyond what a public investor would have. 24 Q. What was the next communication?
25 Q. Okay. Same question for earnings. 25 A. I believe the next communication --
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2 and there may have been -- you know, he was 2 1%th press release, the April 3 press
3  my boss, so we —~ we talked pretty freely, 3 release.
4 but I think the next communication was after 4 A. Um-hm. ]
5 the next press release, which was a little 5 Q. What other events did you
6 more -- I'm getting refreshed by Tom -- I 6 communicate to Mr. Shea as the situation at
7 think descriptive about how the quarter would 7 Sunbeam deteriorated? 3
8 move. 8 A. Tthink -- I think that was pretty 1
9 Q. And that's -- that's I'll represent 9 much it, Clark. I think -- 1
10 an April 3 press release. 10 Q. Did you follow Sunbeam's steck 3
11 A. Okay. 11 price through April and May? H
12 Q. Okay. And that was after the close 12 A. Idon't recall that I did, but/I '
13 of the first quarter. 13 remember that my activitiesfegarding Sunbeam
14 A. Okay. 14 were almost nonexistent beyond that point.
15 Q. What do you recall about that press 15 Q. Did you followsanyyof the Sunbeam
16 release, your reaction to it, your 16 related litigation that followed the April 3
17 communication with Mr. Shea concerning it? 17 press release?
18 A. My communication with Mr. Shea 18 A. No.
19 would have been describing the press release 19 Q. And you learned that Mr. Dunlap was
20 and -- and -- and -- and the events within 20 terminatéd at,some point, I assume. Is that
21 the press release, and please advise, you 21 correct?
22 know, how I should handle my communication 22 A. "I -- Ir”quess that's correct, yes. i
23 with -- with investors now, or with -- with 23 Q. Okay. Was the March 19th press g
24 -- with the bond deal. That would have been 24¢ releaserthe first inkling that you had of any
25 more of a communication -- and he's my 25 “negative information concerning Sunbeam? }
Page 55 Page 57 j
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2 boss -- how -- you know, what are next steps. 2 A. Yes.
3 Q. That press release showed that the 3 Q. And did you know the press release
4 for the first time Sunbeam would have adoss 4 was going to issue before it came out? i
5 for the first quarter of '98? 5 A. No.
6 A. Yeah. It was a -- you knowj as an 6 Q. Did you have any conversations with
7 analyst involved, it was a stunning, you 7 anyone other than Mr. Shea at Morgan Stanley
8 know, press release. 8 concerning the press release?
9 Q. And you recall the stoek.took a 9 A. No.
10 major hit as a result of that press release? 10 Q. As you sit here today do you know
11 A. Iremember itdropped. Idon't 11 what Sunbeam's sales in fact were through the
12 remember what percentage it dropped, nor do 1 12 first two months of 19987
13 remember whergl was. 13 A. Idon't recall today -- §
14 Q. Meaning where physically you 14 Q. Okay.
15  were -~ 15 A. -- what they were other than they
16 A. Right 16 were lower than what was perceived to be.
17 Q. “=-inthe country? 17 Q. So Mr. Clare didn't show you any
18 A. Right. 18 comfort letters issued in connection with the i
19 Because I remember the week before 19 convertible offering? i
20 Iwas in California. ThatI remember. Butl 20 A. Idon'trecall.
21 don't remember this week where I was. 21 MR. CLARE: Whatever you remember. ,
22 Q. Okay. 22 Q. He's not allowed to testify --
23 A. 1 could have been in the office. 1 23 A. Yeah,no, I--1--1-- f
24 just don't recall. 24 Q. --otherwise I would ask him. 4.
25 Q. Okay. Okay, so we've got the March 25 A, I-1--1--1--1didn'tknow
. _— — !
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2 the term -- you know, I'm not familiar with 2 A. I recognize it because I may have
3 the term comfort letter without looking a 3  seen part of it on Wednesday with Tom, but I
4 time line that Tom presented to me Wednesday, 4 --Iam realizing it's to Equity Commitment
5 so I can tell you that I don't recall ever 5 Committee. [ guess it's I guess a fairly
6 seeing anything. 6 standard memorandum before a transaction.
7 Q. Okay. The time line that Tom 7 Q. So you've seen memos like this on
8 presented to you, that's something that you 8 many occasions.
9 used to refresh your memory of the events? 9 A. T've seen -- I've seen memos like
10 A. Yes. 10 this in my career over time. I would.say not
11 Q. Okay. Was that a single-page time 11 on many occasions, because the/beverage
12 line or -- 12 industry, unlike telecom or communications,
13 A. It was -- it was a couple of pages, 13 is not an industry that's heavily, banked.
14 almost in one of these -- you know, like the 14 Q. And by "heavily banked" you mean --
15 size of that framed picture, kind of just -- 15 A. Heavily transaction,oriented.
16 I'm not sure what you call them, but, you 16 Q. Right.
17 know, you take the paper and you pull it over 17 Do you havea sense of the purpose
18 when you're giving a presentation. You write 18 of Exhibit 1292
19 in marker pen. 19 A. I believe the purpose -- yes. 1
20 Q. Right. 20 believe the purpose is to present to the
21 A. It was three -- three -- three 21 committeg’the potential transaction, and to
22 pages starting from [ guess earlier in the 22 reviewit. ]
23 vyear all the way through, and trying to find 23 Q. And that in this instance is a .
24 out where, you know, where -- 24¢ convertible offering. [
25 Q. Where you fit -- 25 A. Yes. 1
Page 59
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2 A. Where my role fit in, exactly. 2 Q. I'm going to call your attention
3 Q. We're going to come back to 3 first to page 13, which has the Bates stamp
4 synergies for a minute I guess. 4 MORGAN STANLEY CONFIDENTIAL 0000525.
5 A. Sure. 5 A. Okay.
6 Q. I'm going to give you what's been 6 Q. Under the third major dash --
7 marked previously as Exhibit 129. 7 A. Um-hm.
8 A. Okay, okay. 8 Q. -- there's a provision that reads
9 MR. CLARE: The druiken sailor 9 "Realizable synergies of $150 million from
10 continues his walk. 10 combination.”
11 MR. JOHNSON# That's'an 11 A. Um-hm.
12 Easterbrook reference. 12 Q. And the first sub-bullet there is
13 MR. CLARE: I knew the reference. 13 "$100 miilion from combination with Coleman."
14 A. (Perusing document) Okay. 14 A. Um-hm.
15 Q. Mr, Conway, I've given you 15 Q. Do you know what the basis for
16 Exhibit 129, 'whieh’T recognize is a 31-page 16 those numbers is?
17 document: 17 A. I believe these are -- well, I
18 A. Um-hm, um-hm. 18 recall that whatever synergy information I
19 Q. And I'm just going to call your 19 had received came from Russ Kersh, and
20 attention to a few sections of it. 20 perhaps this was the -- you know, the
21 A. Okay. 21 breakout of that.
22 Q. But feel free to read any of it 22 Q. Okay. And is this your work, or is
23 that you'd like to. 23 this work done independently by somebody else
24 A. Okay. 24  at Morgan Stanley?
25 Q. Do you recognize Exhibit 129? 25 A. Idon't--Idon'trecall --1
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2 don't remember whether I had indicated the 2 A. Um-hm. b

3 breakout to the banker or the banker had put 3 Q. -- the special acquisition ]

4 these in. I don't recall which came first. 4 consultants to Sunbeam?

5 I do recall that -- that the amounts are 5 A. Um-hm,

6 pretty similar to what I believe Mr. Kersh 6 Q. Did you have any interaction with i

7 communicated, 7 Coopers & Lybrand? f

8 Q. Okay. O as you sit here and with 8 A. No. '

9 the benefit of Exhibit 129 in front of you-- 9 Q. Do you know what Coopers & Lybrand
10 A. Yeah. 10 was doing with Sunbeam?

11 Q. --it's your understanding that 11 A. No. :
12 Morgan Stanley, the Equity Commitment 12 Q. Did you know that Coopers/& Lybrand g
13 Committee of Morgan Stanley was anticipating 13 was involved in assessing synergies?
14 a hundred million dollars in synergies from 14 A. No, not unless I probably read
15 Coleman? 15 point five here.
16 MR. CLARE: I'm sorry, could you 16 Q. Okay. Thefresponse here --
17 read that question back for me? 17 And, by the way, these questions or
18 (Record read.) 18 concerns heresthese are provided as answers
19 MR. CLARE: Okay, I object. Calls 19 to potentiallinvester concerns; is that
20 for speculation about the Equity 20 correct?
21 Committee's views. And lack of 21 A That is correct.
22 foundation. 22 Q. “Thegesponse notes that "Morgan
23 You can answer it if you can. 23 _Stanley and Coopers & Lybrand had extensive
24 A. The only thing I would say is that 24¢ copversations with the management of
25 I believe a hundred and fifty million of 25 “Coleman." Were you involved in any of those
Page 63 ' Page 65 i
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2 synergies was part of the expectation, you 2 discussions?

3 know, in the forecast for earnings purposess 3 A. No. :
4 Q. Allright. And a hundred and fifty 4 Q. At any time did you speak with any 1

5 million, was that from Coleman or from,alt 5 member of management of Coleman?

6 three acquisitions? 6 A. No.

7 A. I believe it was from all three 7 Q. How about McAndrews & Forbes? Have

8 acquisitions. 8 you ever spoken with anyone from McAndrews &

9 Q. Okay. Wonder if youreould flip to 9 Forbes? !
10 page 17 for me. 10 A. No. H
11 A. Um-hm. 11 Q. Can you identify any officer or
12 Q. Which for the\Bates -- for the 12 employee of McAndrews & Forbes?

13 record, has the Bates stamp 529. 13 A. The only one I know of is Mr.

14 A. Okay. 14 Perelman. !
15 Q. There's a question number five. 15 Q. Have you ever met or had any 1
16 A. Okay: 16 conversation with Mr. Perelman? i
17 Q. “Ifyou-could just read that to 17 A No. J;
18 vyourself, 18 Q. How about Coleman management, can ng
19 A. Sure. 19 you identify any person who was a member of o
20 Q. I have a few questions about it. 20 Coleman management in March 19987 o
21 A. (Reading) Okay. Okay. 21 A. No. -0
22 Q. The -- the material under point 22 Q. Sois it fair to say, then, that -- o
23 five -- 23 MR. JOHNSON: Strike that.

24 A. Um-hm. 24 Q. The first sentence of the response
25 Q. --refers to Coopers & Lybrand -- 25 of question five doesn't relate to you --
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2 MR, JOHNSON: Strike that. 2 MR. CLARE: Objection to form.

3 Q. The first sentence of the response 3 Incomplete hypothetical.

4 of question five doesn't refer to any 4 You could answer it.

5 conversations or discussions that you had. 5 A. I--TIdon't know how common the

6 A. Correct. 6 procedure would have been from an investment

7 Q. Okay. And do you know who at 7 banking perspective.

8 Morgan Stanley had had any extensive 8 Q. Looks like another document here.

9 discussions with the management of Coleman? 9 This one's already been marked as well, as --

A. No.

Q. Okay. Do you know that Morgan
Stanley in fact had had extensive discussions
with the management of Coleman?

A. No.

Q. The last sentence of the response
of question five --

A. Um-hm.

Q. --says "They," and that refers, I
believe, to Sunbeam management, "informed the
Sunbeam Board of Directors that the synergies
are likely to be in the 225 to 275
miflion-dollar pre-tax range." Did you have
any reaction to that information?

A. Ididn't, Clark.

I -- I recall in my conversations

A. Okay.

Q. -- Exhibit 183,

A. Okay. Exhibit 183? Okay.

(Perusing document)Okay.

Q. Mr. Conway, can|you identify
Exhibit 183 for the record?

A. Sure.

What would you like me to --

Q. Just tellus what the document
appears totbe.

A. _Thedocument appears to be a
selling memorandum of the convertible
subordinated’debt offering for Sunbeam.

Q. And there's a fax cover sheet from
Shani Boone to you, dated March 12, 1998?

A. Correct.
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with Mr. Kersh that he felt that the synergy
number that he had articulated initially, I
guess around 150 million, was very, very,
conservative.

Q. Okay.

A. And -- you know, and -- and that it
would be easily beatable. And that --‘and
given their prior success at reducing cost
structure, it was probably left at'that.

Q. Okay. Do youknow how long Mr.
Kersh had been atSunbeam as of March of '98?

A. No, I don't recally, I may have
known then, but I don't recall today.

Q. Okay.\, By the way, did you ever
talk to any of Sunbeam's customers in March
of 19982

A. 1did not.

Q. Do you know whether anyone from
Morgan Stanley had any conversations with any
of Sunbeam's major customers?

A. I--no,Idon't.

Q. Would you expect that to happen in
connection with due diligence on the
convertible offering?
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Q. Do you have any recollection of
receiving this fax?

A. I --1do not have any recollection
of receiving this fax, but it shows that
Shani Boone must have been one of the juniors
or one of the people working in --.in -~ in
faxing us information.

Q. And can you tell us what a selling
memorandum is?

A. A selling memorandum is a document
meant to assist the analyst and -- and -- and
his or her potential sales force in aiding
the potential client or investor in the
particulars about the company, financial
forecasts, prior financial results, of that
-- of that ilk.

Q. Okay. So this would be used in
tandem with an offering memorandum for the
convertible.

A. 1 believe so, yes.

When was the date of the -- when
was the actual deal consummated?

Q. Well, the date of the offering
memorandum, I'll represent, is March 19th.

|

i

18 (Pages 66 to 69)

ESQUIRE DEPOSITION SERVICES - CHICAGO
312.782.8087 800.708.8087 FAX 312.704.4950

16div-026614

et ST AN T T

CETPRERT Cremper v




ANDREW CONWAY, JUNE 4, 2004

CONFIDENTIAL
Page 70 Page 72 |
1 Confidential - Conway 1 Confidential - Conway
2 A. Is that when the investors -- is 2 Q. The last sentence on that page
3 that when the deal was completed and sold to 3 indicates -- I'll read it -- quote, "In
4 investors, the 19th? 4 addition, while Andrew Conway has modeled
5 Q. Well, unfortunately, I can't 5 $150 in synergies in 1998, he feels that
6 answer. I'm the one who asks questions. 6 there could be upside to this figure." Do
7 A. Okay. I'm sorry. I'm just trying 7 you see that?
8 to place the time line here. 8 A. Yes, Ido.
9 Q. No, I appreciate that. 9 Q. Okay. You had in fact modeled
10 A. Sorry. 10  synergies of $150 million in 1998? :
11 Q. That's quite all right. 11 A. That's correct. i
12 A. I'mjust trying to figure out how 12 Q. So this is a truthful statement.
13 much -- how -- how far in advance. If it's 13 A. Thatis correct.
14 the 19th, it's the week before. I'm just 14 Q. And you felt at that time that
15 curious. 15 there could be upsideste that number.
16 Q. Now, if you would look for me at -- 16 A. I felt based/upon the attitude or
17 We'll have to use the Bates stamp I 17 excitement of -- of my conversations with -- ;
18 think on this. 18 with Mr. Kershsthat his™-- his view was that i
19 A. Okay. 19 given the track record of the Sunbeam i
20 Q. -- MORGAN STANLEY CONFIDENTIAL 20 managementand given their prior successes H
21 0063302 -- 21 that that number would prove to be very
22 A. 302. 22 conservatives
23 Q. -- and 303, this is in the key 23 Q. And it was solely information ]
24 selling points section? 24¢ provided by Mr. Kersh that led you to the 150 :
25 A. Yes. Okay. 25 “ymillion-dollar synergies in your model? 3
Page 71 Page 73
1 Confidential - Conway 1 Confidential - Conway
2 Q. Again, there's a listing of 2 A. Correct.
3 realizable synergies of $150 million? 3 And Mr. Kersh would have detailed
4 A. Um-hm. 4 it, you know, clearly to me at the time,
5 Q. And a hundred million dollars from 5 where he thought they would come from, a
6 combination with Coleman? 6 range, a dollar amount, whereas his initial {
7 A. Um-hm. 7 conservative expectations would be where he
8 Q. Do you see that? 8 thought he could actually reach.
9 A. 1do at the bottom of'the page. 9 Q. Okay, so he didn't say, Andrew,
10 Q. Right. 10 we're going to have a hundred fifty million
11 And you're anticipating'my next 11 dollars in synergies, period. He would break
12 question already I gan,see. 12 it out item by item. Where the nhumber came
13 A. Yes. 13 from.
14 Q. That'sconsistent with the 14 A. He would -- he would range it out,
15 information you just Jooked at in Exhibit -- 15 absolutely.
16 MR. CLARE: 129. 16 Q. Okay. And I assume you would b
17 Q. 1292 17 review his breakout for reasonableness?
18 MRy JOHNSON: Thanks. 18 A. That's correct.
19 A. Yes. 19 Q. And you did that.
20 Q. If you'd now be kind enough to flip 20 A. 1did that.
21 to page 63309. 21 And he would have certainly, you
22 A. 63309, okay. Okay. 22 know, himself made comparisons to what they
23 Q. There's a bullet that states 23 were able to do with prior companies as well.
24 "Uncertainty of attaining synergies”? 24 Q. Sure.
25 A. Um-hm. 25 Do you know what companies Sunbeam

T WP —— —

19 (Pages 70 to 73)

ESQUIRE DEPOSITION SERVICES - CHICAGO
312.782.8087 800.708.8087 FAX 312.704.4950

16div-026615



ANDREW CONWAY, JUNE 4, 2004

CONFIDENTIAL
Page 74 Page 76
1 Confidential - Conway 1 Confidential - Conway }
2 had acquired in, say, the preceding three 2 are traditionally used in an M&A transaction
3 vyears? 3 to show -- there's two ways an acquisition
4 A. I don't recollect today. 4 can be positive from an investor standpaint. ;
5 Q. Okay. If you could flip back to 5 You know, does it accelerate your revenue t
6 Exhibit 129 for me -- 6 growth, or can you maintain revenue and/or
7 A. Okay. 7 and get more costs out of the business. So i
8 Q. --the page we were looking at -- 8 in this instance I think it was they were g
9 A. Okay. 9 acquiring a business, but -- but this was
10 Q. -- which has the Bates stamp 529. 10 very much a part of kind of integrating i
11 A. Okay. 11 company sales force, headquarters, field
12 Q. I note that Exhibit 129, which 12 expense, if you will, and letting'that drop
13 stated -- 13 to the bottom line to provide ahigher level I
14 MR. JOHNSON: Strike that. 14 of earning space. So it would have been -- a i
15 Q. The last sentence that we looked at 15 normal question fromsarpotential investor
16 under paragraph five in Exhibit 529 (sic) -- 16 would have been, okay, Andrew, are there
17 A. Um-hm. 17 synergies in this transaction, what are they,
18 Q. -- which was Sunbeam'’s management's 18 what's reasonable.
19 statement to the board, Sunbeam board -- 19 Q. Okay. Butthe use of the name
20 A. Um-hm. 20 Andrew Conway as opposed to Morgan Stanley is
21 Q. -- that doesn't appear in 21 meant to convey credibility to the number,
22 Exhibit 183. Do you know why that is? 22 isp'tit?
23 A. Exhibit -- I see. I do not know 23 MRUCLARE: Same objections.
24  why that is. 24 You can answer,
25 Q. Okay. Did you have any role in 25 A, I--1--1--1--yes,]Ibelieve
Page 75 Page 77 {3
1 Confidential - Conway 1 Confidential - Conway
2 drafting or revising either Exhibit 129 or 2 that -- that I was asked to take on this
3 Exhibit 1837 3 assignment because of my track record as a
4 A. Idon't recall, but it would have 4 consumer analyst.
5 been normal operating procedure for me to 5 Q. By the way, do you recall any
6 review, I'm pretty sure, Exhibit 183/but I 6 revisions to the synergies estimates that Mr.
7 don't recall, you know, a major editior a 7 Kersh was presenting to you?
8 major review today. I can't recollect it: 8 A. No.
9 Q. And you say it would have been -- 9 Q. Can you tefl me with any more
10 you expect that you would have'reviewed 10 specificity what Mr. Kersh told you about
11 Exhibit 183. That's betause your name is 11 synergies?
12  being used in it? 12 A. Ican't beyond the telephone
13 A. That's correct. That's because I'm 13 conversation kind of earmarking where they
14 getting a fax from the Client Services Group, 14 thought they would be able to achieve on a
15 and maybe this was a final edition. I--1 15 conservative base level analysis, and that
16 --1don't recall. "Bt it wouldn't be 16 they hoped to do, you know, much greater, and
17 uncommontesreview the selling memorandum. 17 then probably the descriptor of the different
18 Q. And your name was being used in 18 areas of where they expect to get synergies,
19 connection with the synergies analysis 19 but beyond that, no, there was --
20 because of your reputation and, say, cache 20 Q. Okay. Was it here are 12 areas
21 for investors? 21 where we're going to get synergies, here's --
22 MR. CLARE: Objection to form. It 22 or was it three or a hundred, or do you have
23 calls for speculation. 23 any sense of the range of areas?
24 A. Ithink my -- I think that the 24 A. There were several. There were
25 analysis of synergies, you know, synergies 25 several areas.
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2 Q. And did he assign a dollar value to 2 63303 of Exhibit 183. ;
3 each of the areas? 3 A. Okay. 1
4 A. 1 believe he probably assigned a 4 Q. And I'm going to ask a few :
5 range -- 5 questions about the differences between the 4
6 Q. Okay. 6 last bullet point on each of those pages, ;
7 A. --tothe areas, and I'm sure [ 7  both of which concern synergies. Do you see
8 Incorporated that in -- in my -- in my -- in 8 those?
9 my models. 9 A. Yes, I do.
10 Q. Okay, and you accepted the range 10 Q. Okay. You'll note in Exhibit=160
11 that he provided as reasonable? 11 the synergies are not broken out, as theyare
12 A Idid. 12 in Exhibit 183 - }
13 Q. Do you believe that Mr. Kersh 13 A. Correct. :
14 provided false information to you concerning 14 Q. --on a per target basis.| Do you 2
15 the synergies that could be achieved? 15 see that? §
16 A. I--1--Idon't know the answer 16 A. Yes, I do. %
17 tothat. I -- because I mean we know the 17 Q. Why is that?
18 business plan fell short of expectations, 18 A. Idon‘t’kpow. Someone must have }
19 number one, and it certainly seems as though 19 made a decision to -- between 6:55 a.m. that {
20 exceeding the hundred and fifty million would 20 day and/3:19p.m. that day to edit the sign ,
21 have proved to be more of a challenge than I 21 points ~
22 thought at the time, but, you know, Mr. Kersh 22 Q. “Okay. And you weren't involved in ‘
23 and Sunbeam had a track record of executing 23 _thatiprocess at all. |
24 synergies at prior businesses and sometimes 24 A. 91 do not believe I was involved in
25 even higher levels as a percentage of sales, 25 “¢hanging the bullet point here. No, I can't
Pade 79 Page 81 [}
1 Confidential - Conway 1 Confidential - Conway ‘
2 so there wasn't any reason to doubt his 2 recall.
3 communication to me. 3 Q. Another difference you'll note is
4 Q. TI've got one more of these drafts 4 that the major bullet on page -- on
5 also previously marked. This one is - 5 Exhibit 100 states "Conservatively estimated
6 A. Sure. 6 synergies of a hundred and fifty million i
7 Q. -- Exhibit 100. 7 dollars --
8 A. Okay. Thank you. Okay. 8 A. Sure.
9 Q. Mr. Conway, Exhibit100,appears to 9 Q. -- whereas the major bullet on 183
10 be another version of the selling memorandum, 10 states "Realizable synergies of a hundred and
11 doesn'tit? 11 fifty million dollars.
12 A. It -- it doess 12 A. Yes.
13 Q. Okay. And as you might imagine, I 13 Q. What's the basis for that revision?
14 want to compare that version to the version 14 A. I don't know, except as a key
15 that we werejust looking at, which was 15 selling point to potential investors I think
16 Exhibit 183. 16 making selling points a little more robust, a
17 A. “Okay: 17 little more accurate in the selling thesis,
18 Q. And in particular, if you could be 18 and in informing potential investors of -- of
19 good enough to flip to page 16 of 19 what's realistic, there's usually a fine
20  Exhibit 100. 20 tuning process, and it looks as though from
21 A. 16 of 100, okay. 21 realizable synergies that perhaps they can
22 Q. Which has the Bates stamp 62876. 22 get to one fifty versus what was described as
23 A. Okay. 23 conservatively estimated at one fifty, which
24 Q. And if you would at the same time 24  -- which potentially made it look as though
25 lay that side by side with the Bates stamp 25 there was more profitability to -- to i
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2 extract, was pretty similar to what Mr. Kersh 2 the words changed, I don't know the answer to
3 had echoed to me. 3 that.
4 Q. Okay. 4 Q. Okay. Now we're going to flip
5 A. So that, to me, would be a fairly 5 pages, if we could --
6 common, you know, selling point. 6 A. Sure.
7 Q. Okay. So you believe that the 7 Q. --to page 22 of Exhibit 100 --
8 statement in Exhibit 100 is more accurate at 8 A 22.
9 the time than the statement in Exhibit 183. 9 Q. -- which has the Bates stamp 62882.
10 A. But -- but based upon, you know, my 10 A. Um-hm.
11 analysis and the conversations I had with Mr. 11 Q. And then the page 63309 of
12 Kersh, at the margin, yeah. 12 Exhibit 183.
13 Q. You said the desire is to make the 13 A. 63309, okay. Okays
14 selling memorandum robust and accurate I 14 Q. Exhibit 100 refers to the"Ability
15 think are the two words that you used to 15 to attain synergies"; dowyou, see/that?
16 describe the goals with respect to the 16 A. Yes.
17 selling point. 17 Q. And there's a,-- in/Exhibit 183 the
18 When you mean robust (sic), do you 18 bullet is "Uncertainty of attaining
19 mean to make the investment more attractive? 19 synergies."
20 A. No. I mean to -- to make it 20 Were you invoived in any way in
21  clearer for investors. 21 making that revision?
22 Q. Okay. Well -- 22 A. “Nonesthat -- not that I could
23 A. As an example, you have an example 23 _yecall, no.
24 here of -- of more areas for which some of 24 Q. “Okay.
25 the functional redundancies are available. 25 A. That -- that would -- you know,
Page 83 Page 85 |
1 Confidential - Conway 1 Confidential - Conway '
2 Q. Actually, I think, if you flip over 2 again, probably been altered by the bankers
3 to the next page of Exhibit 183, you'll see 3 inlight of my conversations with Mr. Kersh.
4 the remainder of those functional -- 4 Q. Okay. But at some point you could
5 A. Oh, okay. 5 have conveyed your conversations with Mr.
6 Q. -- redundancies, so there's more 6 Kersh to the bankers?
7 robust information there. 7 A. Yes.
8 A. Oh, okay. 8 Q. And we kind of covered this
9 Q. And it seems that Exhibit 100 is 9 already, but maybe having spent a little more
10 less robust with respect to specificity on 10 time on these documents your memory will be
11 synergies, and I guess/my question is, which 11 better.
12 was already covered'te some extent, whether 12 Do you remember which banker or
13 you have any idea why that is. 13 bankers you conveyed your conversations with
14 MR. CLARE: ‘,object to the form 14 Mr. Kersh to?
15 of the question. 15 A. Idon't. However, given that this k
16 MO Move tosstrike counsel's 16 was emanating out of the Client Services :
17 characterization of the document. 17 Group -- Cé
18 Youycan answer. 18 Q. Right. PN
19 A. 1--Tthinkit's -- 19 A. -- it would seem -- and this looks b
20 MR. CLARE: If you know. 20 like they took responsibility for the selling ob
21 A. (Continuing) I -- I -- I don't know 21  memorandum -- it -- probably they were b
22 --if the question is, you know, why were the 22 certainly one of the -- or the banker, you —
23 breakout of Coleman, First Alert and 23 know, involved in putting the document 1
24 Signature, as labeled here, removed in favor 24 together. ;
25  of -- just -- just -- just removed, and then 25 Q. So it probably -- ;
yorld

TR
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2 A. ButI don't recall who it was 2 years' experience?
3 specifically. 3 A. Idon't recall, but I think, Clark,
4 Q. Okay. But your assumption is that 4 Dby definition, you know, the upsizing of the
5 someone in Client Services Group. 5 deal from 500 million and above, you know,
6 A. That would have been my assumption. 6 you know, had a lot to do with the reputation
7 If - if it was faxed to me, Clark, you know, 7 or perceived reputation of Management's
8 before 7:00 a.m., it's pretty early to start 8 ability to basically extract the synergies
9 the day to probably review and -- and -- and, 9 and -- and provide the growth. So the
10 you know, read through it. I --1--T1 would 10 credibility factor, I think, if -- if -- if:
11 say that the selling points were more a 11 there were investor questions --@and, [ don't
12 function of perhaps, you know, my due 12 recall any -- about achieving ability/ this
13 diligence in talking to Management, and my 13 would certainly, again, underlie,the fact
14 verbalizing the synergy revenue targets, and 14 that they've been there, done that.
15 my sense is the private -- you know, the 15 Q. Okay. And insExhibit 100, like
16 client bankers would take the information I 16 some of the other drafts we saw, includes a
17 would verbalize and try to better encapsulate 17 sentence that you, Andrew Conway, have
18 them in the selling points. 18 modeled a hundred and fifty million
19 Q. Okay. One other slight difference 19 dollars in synergies in 1998, and feels that
20 between Exhibit 100 and Exhibit 183 is that 20 there could be an/upside to this figure.
21 Exhibit 100 has added in a clause around the 21 Did/Mr. Kersh, when he gave you the
22 middle of the paragraph -- response paragraph 22 hundred ands50 million dollar figure, telt
23 that notes that "Management's confidence is," 23 _you that he was relying on Coleman
24 quote, "due to ten years' experience," close 24¢ management's ideas of synergies?
25 quote. Do you see that? 25 A. Idon't recall that he gave any
Page 87 Page 89
1 Confidential - Conway 1 Confidential - Conway
2 A. Yeah. 2 specificity to documents, or who he was
3 Q. Okay. And the references to "ten 3 relying on.
4 vyears' experience" doesn't appear in 4 Q. So as you sit here today you don't
5 Exhibit 183. 5 know with any specificity what information
6 Do you have any recollection/as to 6 Mr. Kersh was relying on in conveying to you
7 why that revision was made? 7 Management's perception that a hundred fifty 4
8 A. Nope. 8 million dollars in synergies was realizable.
9 Q. Okay. 9 A. Correct.
10 A. No, Idon't. 10 Q. And you relied on Mr. Kersh's
1 Let me just seefwhere this fits in 11 estimates because he was particularly well
12 here. So -- (perusing'document) "degree of 12 placed to determine what synergies could be
13 confidence" -- (reading):,Oh, I see. So 13 achieved?
14 that sentence/#- okay, so they added yeah, 14 A. That's correct. He -- he was the
15 "due to ten years of experience." 15 chief financial officer of the company.
16 Q. Isthat information that you would 16 Q. And the company that would continue
17 have conveyedto the Client Services Group? 17 going forward.
18 Or'do you know where that came 18 A. Correct.
19 from? 19 MR. CLARE: Clark, are we at a —
20 A. Idon't think that would have been 20 stopping point for five minutes, where NS
21 conveyed, because I think that would have 21 we could take a short break? S
22 been more -- you know, the experience level 22 MR. JOHNSON: We could do that. It
23 was known before I came onto the scene. 23 Let's see. Yeah, why don't we do that. <0
24 Q. Okay. Do you know whether, in 24 MR. CLARE: It's up to you. N
25 fact, somebody in Management did have ten 25 MR. JOHNSON: That's fine. We

T t——
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2 have been on for almost two hours. 2 from a number of individuals, including you,
3 THE VIDEOGRAPHER: The time is 3 to the Leveraged Finance Commitment Committee i
4 10:43 a.m. We're going off the record. 4 dated March 20, 1998. Do you see that? '
5 The time is 10:43 on June 4, 2004. 5 A. T've never seen this.
6 This is the end of tape number four of 6 Q. You've never seen the cover page?
7 the videotaped deposition of Mr. Andrew 7 A. That's -- [ don't recall ever
8 Conway. 8 seeing the cover page.
9 (Recess taken.) 9 Q. Okay. How about what followsthe
10 THE VIDEOGRAPHER: The time is 10 cover page?
11 10:54 a.m. on June 4, 2002. Thisis 11 A. Um -- (perusing document) I, don't
12 tape number two of the videotaped 12 recall.
13 deposition of Mr. Andrew Conway. 13 Q. So you don't recalligettingany
14 Q. All right, Mr. Conway, before the 14 drafts of this, or providing any comments on
15 break we were talking about synergies and 15 it?
16 looking at some documents that referred to 16 A. Idon't recall, no. i
17 synergies to be achieved from Sunbeam's 17 Q. And you certainly didn't draft it
18 acquisitions. 18 yourself?
19 Did anyone other than you at Morgan 19 A. That's correct.
20 Stanley model synergies to be attained from 20 Bt it leoks like it was similar to
21 the transactions? 21 the other (inaudible), no?
22 A. No, not that I know of. 22 (Discussion off the record.)
23 Q. So you didn't have any 23 Ay (Continuing) It looks like it was
24 conversations with any of the investment 244 similarto what prior --
25 bankers concerning modeling that they had 25 Q. Maybe you said the selling
Page 91 Page 93
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2 done on synergies. 2  memorandum? ;
3 A. Thatis correct. Not -- not that I 3 A. Yeah, the selling memorandum.
4 can recall. 4 But no, I can't recall ever seeing
5 Q. And did you understand that in 5 this document. {
6 addition to the convertible offering, Morgan 6 Q. Okay. As you sit here today do you
7 Stanley was going to be leading a bank 7 have any idea what information the Morgan :
8 syndicate to finance the acquisitions? 8 Stanley Leveraged Finance Commitment i
9 A. 1 don't recall whether I'knew about 9 Committee relied on in deciding to extend ’
10 that at the time, because I waspretty 10 secured financing to somebody?
11 focused on the convertible deal when asked to 11 A. No, I'm unsure as to what
12 talk to clients, so I#se I don't recall 12 information they relied upon.
13 the other financing, rolestthat the Morgan 13 Q. And you didn't have any
14 Stanley played. 14 conversations with anyone on that Leveraged
15 Q. And soyyou didn't have any role in, 15 Finance Commitment Committee concerning i
16 say, finding otherlenders to participate. 16 whether or not Morgan Stanley should lend ?
17 A. "No. 17 money to somebody. '
18 Q. Okay. 18 A. Correct.
15 A. No. 19 Q. Do you know what synergies Morgan
20 Q. I give you what was marked 20 Stanley Senior Funding was expecting Sunbeam ;
21 previously as Exhibit 145. 21 to achieve in connection with the
22 A. Okay. Okay, thanks. Okay. 22 acquisition? 3
23 Q. Mr. Conway, Exhibit 145 is a cover 23 A. No. v
24 memo from Bram Smith to the Leveraged Finance 24 I'm not sure what you mean by
25 Commitment Committee, and it encloses a memo 25 Morgan Stanley Senior Funding.
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2 Q. Have you heard of Morgan Stanley 2 decision-making process is.
3 Senior Funding? 3 A. Correct.
4 A. No. 4 Q. At any of the other investment
5 Q. You've never heard that term 5 banks where you've worked have you been
6 before. 6 involved in leveraged finance decision-
7 A. No. 7 making?
8 Q. Did you understand that Morgan 8 A. No.
9 Stanley had a business unit or affiliate that 9 MR. JOHNSON: I think this is
10 provided secured financing in connection with 10 previously marked, but unfortunately I
11 MB&A deals that Morgan Stanley investment 11 don't have a marked copy or/knaw the
12 bankers had put together? 12 exhibit number, so I'm just'geing to
13 A. I--1may have been aware that we 13 re-mark it. This will be/CPH,-- what
14 -- we make loans to corporations. 14 did I say, 217? Right.
15 Q. But you didn't know which Morgan 15 (CPH Exhibit 247; memosdescribing
16 Stanley entity made loans to corporations. 16 potential loan, marked for
17 A. That's correct. 17 identification, as'of this date.)
18 Q. Okay. Did you perform any modeling 18 (Handings)
19 of the acquisitions that assumed that no 19 THEWITNESS: Oh, thank you.
20 synergies would be attained from the 20 Q. I'll start with an easy question. |
21 acquisitions? 21 Have you ever seen Exhibit 217
22 A. Idon't believe I did, no. 22 before?
23 Q. Did you perform any modeling with 23 Ay, Idon't believe so. No.
24 synergies assumed to be any number other than 24 Q. “Can you determine what the purpose
25 one hundred and fifty for the three 25 “of Exhibit 217 is?
Page 95 Page 97
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2 acquisitions? 2 A. I can't determine what it is, no.
3 A. Idon't believe I did, no. 3 Itlooks like a memorandum describing a
4 As an analyst, I would have done 4 potential loan.
5 sensitivities had they exceeded that, you 5 Q. I wonder if you wouid be kind
6 know, in terms of what that could have meant 6 enough to look at the page marked 45692.
7 potentially to earnings per share been proven 7 A. Okay.
8 (sic). 8 Q. At the bottom of the page there's a
9 Q. And as you sit here do'you have any 9 Dbox entitled "Coleman Summary of Potential 3
10 sense of how the $150 million in/synergies is 10 Operating Deficiencies"; do you see that?
11 apportioned among the’three targets? 11 A. Um-hm, um-hm. i
12 A. Other than reading the prior 12 Q. Do you know where any of that :
13 selling memorandum in terms of how it was 13 information came from?
14 split up among'the three, I would not have 14 A. Nope.
15 recalled other than being refreshed. 15 Q. Do you know one way or the other
16 Q. Okayh Andithat was the document 16 whether any of this information is accurate?
17 that listed Coleman at $100 million. 17 A. (Reading) Well, it looks like on
18 A. Correct. 18 the operational synergies some of that, you
19 Q. Have you ever had any dealings with 19 know, we've seen before in a prior
20 the Leveraged Finance Commitment Committee of 20 memorandum, selling document. Some of the
21 Sunbeam -- 21 revenue synergies could have been covered,
22 A. No. 22 you know, in conversations I had with Mr.
23 Q. -- excuse me, of Morgan Stanley? 23 Kersh. Idon't recall. They're pretty
24 A. No. 24 common. There's nothing -- they're pretty
25 Q. Okay. So you don't know what their 25 broad. They're common.
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2 I don't recall these, though. 2 Q. Unless it was Mr. Kersh indirectly?
3 Q. Okay. And you don't recall 3 A. Correct.
4 conveying to anyone on the leveraged financed 4 Q. Okay. And I take it, then, that
5 (sic) team any synergy information. 5 vyou have no idea what information Coopers &
6 A. Absolutely. 6 Lybrand relied on in its synergies analysis.
7 Q. Absolutely not. 7 A. That's correct.
8 A. Absolutely not. I've never 8 Q. Okay. Okay, this one's been marked
9 communicated with anyone, that I can recall, 9 previously as Exhibit 97. :
10 on the leveraged finance team at all. 10 A. Exhibit 97? Okay. i
11 Q. If you'd also then flip to page 11 MR. JOHNSON: If anyone’has ]
12 45697. 12 highlighting on his copy, let me/know. i
13 A. Okay. Okay. 13 THE WITNESS: Okay: :
14 Q. Inthe middle of the page you see a 14 MR. CLARE: I do hot. :
15 bullet, "Ability to Attain Synergies." 15 MR. JOHNSON:=Okay.
16 A. Um-hm. 16 THE WITNESS: I do not either.
17 Q. And this is similar to some of the 17 Q. Okay. Haveyou ever seen what's
18 provisions we've looked at in other exhibits 18 been marked_previously as Exhibit 97?
19 today? 19 A. Noq
20 A. Yes. 20 Q. You know/that Project Laser refers i
21 Q. Did you have any knowledge that 21 to Supbeam's M&A project with Morgan Stanley?
22 your name was being used in connection with 22 A. “Okay# Do I know that?
23 seeking participants in the leveraged 23 Q. Yeah.
24 financing? 24 A. I don't betieve I had, no.
25 A. No. 25 Q. If you look at the three center
Page 99 Page 101
1 Confidential - Conway 1 Confidential - Conway '
2 Q. No one consulted you -- 2 columns, there's headings, "Original," "Rev,"
3 A. No. 3 period, that's "December '97," and "Rev,"
4 Q. -- prior to circulating this, to 4 period, "January '98"?
5 your knowledge. 5 A. I'msorry, I lost you.
6 A. Correct. 6 Q. Sure. I'mlooking at the three
7 Q. Allright, I'm going to showyou a 7 center columns.
8 series of documents, Mr. Conway, and'we might 8 A. Yes. ¢
9 pick up the pace here. Let's@see. This has 9 Q. And the three headings --
10 been marked Exhibit 205 previously: 10 A. Um-hm.
11 A. Okay. 11 Q. -- on those columns -- 1
12 Q. Have you evénseen Exhibit 205? 12 A. Um-hm.
13 A. No. 13 Q. -- and then the grand totals |
14 Q. Okay. fYou'llinote a fax header on 14 associated with those three columns, those :
15 the first page, "Coopers & Lybrand," and it's 15 appear to show a downward revision of
16 dated February 27,798? 16 synergies; do they not?
17 A. “Yeahpljust noticed that. 17 A. Um-hm. They do.
18 Q. Okay. And I think you've already 18 Q. You had no discussions with anyone —
19 testified to this. You had no interaction 19 at Morgan Stanley as to revising down the i
20 whatsoever with Coopers & Lybrand? 20 synergies to seventy -~ excuse me, $67 i
21 A. Correct. 21 million? <o
22 Q. Did anyone ever share with you the 22 A. Idid not. !
23  synergies estimates that Coopers & Lybrand 23 Q. And no one at Morgan Stanley ever an
24 put together? 24  told you that your 100 million-dollar synergy |
25 A. No. 25 figure for Coleman was inappropriate.
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Page 102 Page 104
1 Confidential - Conway 1 Confidential - Conway
2 A. Correct. 2 Q. And that was the Ritz Carlton? E
3 Q. Do you know the source of any of 3 A. It could have been the Carlton or l
4 the synergy information that appears in 4 the Mandarin Oriental. It was -- unless it i
5 Exhibit 977 5 says here. I don't recall exactly where I b
6 A. No, I don't. 6 was staying.
7 Q. Let me show you what's been marked 7 Q. TI'll represent I called the number
8 previously as Exhibit 160. 8 vyesterday, and they answered -- (speaking
9 Have you ever seen Exhibit 160 9 simultaneously).
10 before? 10 A. The Ritz Carlton, okay. Vemygood.
11 A. No, I have not. 11 Okay, I was staying at the Ritz Garlton.
12 Q. Okay. Soit's fair to say that you 12 Q. What were you doing in,San
13 didn't rely on Exhibit 160 in performing your 13 Francisco?
14 synergies analysis? 14 A. I was visiting my [clients, my ,
15 A. That's correct. 15 institutional investor clients, who were !
16 Q. Do you recognize any of the 16 getting some color on the beverage industry.
17 handwriting on Exhibit 160? 17 Q. Did you talk.about Sunbeam with
18 A. I do not recognize any of the 18 those clients?
19 handwriting on Exhibit 160. 19 A. I did not talk about Sunbeam with
20 Q. I'm going to show you a fax that I 20 those clientsiin San Francisco.
21 think we already mentioned today. 21 Q4 Did yourtalk about Sunbeam with
22 A. Okay. 22 those dlients@anywhere else?
23 MR. JOHNSON: We'll mark this as 23 A. Ihad a brief discussion with a
24 Exhibit 218. 244 client in Portland who asked me much like we !
25 (CPH Exhibit 218, Mr. Dormer fax 25 “talked about, you know, why I was taking lead
Page103 Page 105
1 Confidential - Conway 1 Confidential - Conway
2 to Mr. Conway, with attachments, marked 2 coverage of Sunbeam. And then I probably
3 for identification, as of this date.) 3 returned the phone call here stated on the ,
4 (Handing.) 4 fax, from a client who was looking at 1 guess 1
5 THE WITNESS: Okay, thank you, 5 the convertible deal, and our forecasts.
6 Q. Mr. Conway, is this the fax you 6 Q. Okay.
7 were referring to earlier today? 7 A. Pretty standard, you know, client
8 A. Yes. 8 question.
9 The cover page is. 9 Q. Okay. There's a number in
10 Q. Okay. 10 handwriting on the cover page of Exhibit 218.
11 Were the attachments different than 11 A. Um-hm. i
12 the ones that you locked at with Mr. Clare? 12 Q. Do you recognize that number?
13 A. Did not see the attachments with 13 A. 1--Idon't recognize that number.
14 Mr. Clare. 14 Q. I think 650 is a Silicon Valley
15 Q. Okay.| This is a fax to you from 15 area code. Does that help you remember? ‘
16 Jim Dormer? 16 A. It does not look like my writing. ;
17 A, “Um=hm: 17 Q. Okay. 1
18 Q. And it's faxed to a San 18 A. Interestingly. ,
19 Francisco -- 19 Nor does the writing on the next L
20 A. Um-hm. 20 page. It doesn't look like my penmanship. ,S:
21 Q. -- area code. 21 Q. Was anyone traveling with you when P
22 Do you know hat number that is? 22 you were in San Francisco? 3
23 A. It's probably my hotel number where 23 A. No. Iwas traveling alone. Pavei
24 1 was staying, visiting clients on the West 24 But I generally meet my -- we have o
25 Coast. 25 a branch office in San Francisco, and I was
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Page 106 Page 108 |]
1 Confidential - Conway 1 Confidential - Conway b
2 probably meeting my institutional sales 2 topic?
3 representatives, and visiting different 3 A. I--Idon'trecall
4 client accounts. 4 Maybe the number on here is
5 Q. Okay, was Mr. Strong in San 5 Franklin's telephone number.
6 Francisco at the same time as you? 6 I don't recall speaking to Mitch,
7 A. No, Idon't believe so. 7 but being an analyst involved in the deal,
8 Q. So you didn't -- to your knowledge, 8 the likelihood that I certainly returned the
9 you didn't have any conversations with him 9 call to touch base on the business is
10 while you were in San Francisco? 10 probably a good one.
11 A. Idon't recall. 11 Q. During that call, do you rémember
12 Q. Do you know what Mr. Strong's role 12 anyone, either you or Mr. Con&or anyone
13 was on the Sunbeam transaction? 13 else, voicing any skepticism#about,the growth
14 A. Not specifically, no. 14 forecast?
15 Q. Do you have a general sense of his 15 A. No, because Ldon't remember
16 involvement? 16 actually making the'call or.speaking to him.
17 A. I have a general sense of he's -- 17 But I'm sure that asian analyst, part of my
18 was a very -- a very well-known relationship 18 responsibility was to return the call.
19 investment banker in Morgan Stanley. Beyond 19 Q. Ispart of\your responsibility to
20 that, I don't know who his contacts or points 20 stand by’theigrowth forecasts that the
21 of contact were with Sunbeam. 21 investment bankers are including in any of
22 Q. Okay. When you say he's a 22 their documents?
23 well-known relationship investment banker, 23 MR{CLARE: Objection to form. ;
24 that means he generates a lot of business for 24 A3 - T would say that part of the i
25 Morgan Stanley? 25 “wresponsibility would be to guide him through
Page 107 Page 109
1 Confidential - Conway 1 Confidential - Conway
2 A. 1 believe so, yes. 2 the revenue and earnings outlook based upon
3 Q. Now, the message box on the cover 3 the due diligence that I had done.
4 page here is a message from Jim Dormer/to 4 MR. CLARE: I think there may be ,
5 vyou? 5 some miscommunication.
6 A. Yes. 6 Are you still referring to Mr. i
7 Q. And it refers to Mitch Cone at 7 Cone in your answer?
8 Franklin. 8 THE WITNESS: Yes. ~
9 Can you tell us againfwho Mitch 9 MR. CLARE: Okay. I'm not sure i
10 Cone is at Franklin? 10 the question called for your
11 A. Idon't remember Mitch Cone. 11 conversation with Mr. Cone. I believe
12 Q. Okay. 12 Mr. Johnson was asking you a question,
13 A. He was not a core beverage client 13 and I'll let him ask his question as he
14 of mine, but -#but either an equity holder 14 wants to, but I think he was asking a
15 in something 'or someone interested in playing 15 question about Morgan Stanley H
16 arole in placingvan‘order to eventually buy 16 investment bankers.
17 the convertibleideal. 17 THE WITNESS: Oh, OK.
18 Q. The message box notes that Mr. Cone 18 MR, CLARE: T just want to make
19  would like a call concerning the top line 19 sure there's no -- =
20 growth forecast for Sunbeam. 20 Q. I--1missed the disconnect that N
21 A. Um-hm. 21 he seems to perceive, so I'm not sure -~ o
22 Q. That's essentially Sunbeam revenue 22 A. I thought you were asking me in <
23  forecast? 23 response to backing up, or in my conversation of
24 A. Um-hm. Yeah. 24 with Mr. Cone. ~
25 Q. Did you talk to Mr. Cone about that 25 Q. Well, let's talk about more

— oy
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CONFIDENTIAL
Page 110 Page 112
1 Confidential - Conway 1 Confidential - Conway
2 generally. 2 Q. Page two of the fax, which has the
3 A. Okay. 3 Bates stamp MORGAN STANLEY CONFIDENTIAL 4725,
4 Q. Inyour role to help sell the 4 the pro forma income statement?
5 convertible offering -- 5 A. Okay. Oh, page two, okay.
6 A, Yes. 6 Q. You've got it.
7 Q. --did you view it as your 7 Do you know who prepared that pro
8 responsibility to stand by the information 8 forma income statement?
9 that your fellow investment bankers were 9 A. T do not know who prepared that.
10 conveying to the market? 10 It--it-- I don't know.
11 A. Idon't know what my fellow 11 Q. And the subheading notes, “Camper
12 investment bankers were conveying to the 12 synergies of $100 million"; do you see that? i
13 market. 13 A. Yes.
14 Q. Okay. 14 Q. Do you know what that refers to?
15 A. Iknow I was standing by my view of 15 A. I'm assuming.itwrefers to Coleman
16 the revenue and outlook estimates as I was 16 synergies of a hundred million dollars.
17 able to ascertain through my own 17 Q. And do you know whether that is :
18 communication with Mr. Kersh. 18 based on your.synergy analysis? H
19 Q. Okay, so you -- 19 A. I den't know whether it's based on :
20 A. If my --I'm -- I wasn't privy to 20 my synergy analysis, but it's consistent with
21 other conversations with other potential 21 my synergy analysis.
22 investors or what the sales force was maybe 22 Q. “Right {
23 communicating to investors. 23 Now, you didn't end up initiating
24 Q. Okay. And no one at Morgan Stanley 244 equity research coverage on Sunbeam; is that
25 conveyed to you the results of any due 25 “correct? }
Page’11l Page 113 j
1 Confidential - Conway 1 Confidential - Conway
2 diligence that they had performed. 2 A. That is correct. i
3 A. That's correct. 3 Q. And why is that? ;
4 Q. And you don't know what due 4 A. Well, I don't -- I'm not -- I don't
5 diligence anyone else at Morgan Stanley 5 know the answer to that except to say that my
6 performed. 6 contact with either, you know, investment
7 A. That is correct. 7 bankers or my boss Dennis Shea kind of on the
8 Q. Can you identify the attachments'to 8 issue of Sunbeam ceased to exist I believe
9 Mr. Dormer's fax to you? 9 after the larger earnings announcement. I
10 A. In looking at them here, I don't 10 can't also recall my boss ever mentioning to
11 remember receiving the attachments, much like 11  me, you know, that I would initiate on
12 Idon't remember theevent of receiving the 12 Sunbeam, but clearly I saw it in -- in the
13 fax, but I certainly recognize the 13 documents. And that may be standard, you
14 attachments were probably sent in response to 14 know, follow-up on -- on an equity, covering |
15 answering the questions the client may have. 15 a company from an equity investment role.
16 Now, the -- pagestwo looks like historical 16 But I can tell you that shortly
17 financials.“Page three looks like a, you 17 after the -- I guess the bigger earnings (]!
18 know, warrant and the effect on EPS of adding 18 announcement, I don't know that Sunbeam came ™)
19 more shares on the convertible deal. Pretty 19 into contact with me ever again other than (en]
20 standard. Next page, again historical 20 what I probably read in the papers. QO;
21 earnings, more detailed, more easily 21 .Q. Okay. So prior to having -- (oo}
22 readable. And the next page would have been 22 A. And ]I don't know where the share 1 0]
23 also the actual reported accounting results 23 price went either.
24  of -- looks like Sunbeam, Coleman, First 24 Q. Okay.
25 Alert and Signature, 25 A. Or the market cap.
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1 Confidential - Conway 1 Confidential - Conway ;
2 That would have been a determinant, 2 Go ahead. Sorry. I was going to :
3 too. 3 object to the form of the question. i
4 Q. So it if went below a certain 4 THE WITNESS: Okay.
5 market cap, you wouldn't cover it? 5 Q. And the answer yes?
6 A. I think there's a point at which -- 6 A. Oh, yeah! Of course!
7 you know, institutional investors have a 7 And -- and -- and -- and, you know,
8 certain threshold for market caps, and, you 8 the analysis outperformed neutral
9 know, if it falls below that, it's -- from a 9 underperformance as a function of your
10 time effort and efficiency standpoint, you 10 strategic view, Management view, and
11 know, is it worthwhile, 11 valuation of the cash flows of thebusiness.
12 Q. Isthere also a share price, 12 Q. So the only reason that\equity
13 putting aside market cap? 13 research was not initiated er*Sunbeam, to
14 A. 1-- maybe. 14 your knowledge, is that it fell below a
15 But I think that the job of -- of 15 certain market cap?
16 -~ of - if -- if it's -- if it's not within 16 A. No, that's not correct. ;
17 your core coverage, the job of basically 17 Q. Okay. E
18 writing on the company usually is a request, 18 A. TIdontknow, I'don't have a
19 as it was at this point, to take a role in 19 recollectionfas to the answer as to why -- ;
20 the convertible deal from Dennis Shea. 20  why I was not asked to initiate coverage on %
21 And all I -- I don't remember, 21 Sunbeam, ;
22 beyond the second earnings announcement 22 Whatd do know is that after that
23 disappointment, that I was broached again to 23 _second earnings period my role with Sunbeam H
24 ever, you know -- to continue the process of 244 ceased: '
25 initiating on Sunbeam. I don't recall ever 25 Q. Okay. And you don't know why that
Page’115 Page 117 :
1 Confidential - Conway 1 Confidential - Conway
2 -- my role almost ceased to exist. 2 s,
3 Q. Okay. Does it make sense from your 3 A. Idon't know why that is.
4 perspective to initiate coverage on a company, 4 Q. Okay.
5 that is experiencing severe difficulties? 5 A. ImeanI--I--Thave anidea
6 A. Well, sometimes I don't think 6 when things got tough, but I -- I don't -- ,
7 there's a clear qualm. I think our plan was 7 there -- there was -- the fact that I wasn't i
8 that perhaps Jim Dormer would have taken a 8 spending a lot of time and energy initiating
9 larger role covering the household product 9 and building a model and, you know, trying to
10 space. AslI said, a lead analyst/and someone 10 get a hold of Mr. Kersh and the team, it
11 who had a reputationgthe -- the -- the ~- my 11 wasn't noticed -- in fact, I wasn't i
12 sense is the way it # I believe it would 12 disappointing my Management team. They
13 have gone is I would have initiated coverage 13 weren't saying, Andrew, we still need you to .
14 and then probably been the lead analyst but 14 stay on track. It just petered out. H
15 begun to hand it to an analyst, an analyst 15 Which is why when I saw the
16 that had a widerwole in that type of space. 16 leveraged finance documents I think July that
17 Q. “I'guessimy question is slightly 17 year I was literally -- by that April I --
18 different. 18 that was -- that was the last time I played a
19 A. Okay. 19 role.
20 Q. Could you imagine initiating 20 Q. When you say you have an idea as to
21 research on a company when you didn't 21 why coverage -- well, you said you had an
22 anticipate saying anything positive about the 22 idea as to why your role petered out, and 1
23 company? 23 guess I want to know what it is.
24 A. Yes. 24 A. Well, to your point, I don't -- it
25 MR. CLARE: Objection. 25 -- it either -- it wasn't important for my
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2 franchise to cover Sunbeam, because I was a 2 exhibit.
3 beverage analyst, and it may not have been 3 MR. JOHNSON: Do you have a clean
4 the most efficient use of my time at that 4 one? Great.
5 juncture. 5 Do we have any extra copies?
6 Q. Okay. And as far as what other 6 MR. CLARE: For the record, beyond
7 people would decide as to how to use your 7 seeing the handwriting, I did not read
8 time -- 8 the handwriting that was on it other
9 A. Um-hm. 9 than recognizing it and passing it back
10 Q. --you don't know why, other than 10 to counsel without having reviewed.it.
11 general inefficient use of time, why they 11 MR. JOHNSON: Yeah, it's™Ait's
12 didn't ask you to keep with Sunbeam. 12 not a problem. T'll note thatthe
13 A. Correct. You'd have to ask my boss 13 handwriting does say "“Fhrough,first 2 ;
14 that. 14 months running at half," and we'll get ;
15 You know, beyond, again, the points 15 to the significancesof that infa ¢
16  of maybe the market cap or the size of the 16 minute.
17 business or -- or the timing wasn't right to 17 THE WITNESS: Okay.
18 initiate for various, you know, difficulties 18 MR. JOHNSON: So you can take that
19 in their view. My view was that, all I know 19 back.
20 is I continued to -- to perform my job as 20 THE WITNESS: Okay.
21 best I could, and there was no effort made by 21 MRFIOHNSON: Tom, I know you've :
22 my superiors to continue to initiate on 22 seen thisddocument before, but you i
23 Sunbeam. 23 can -- b
24 Q. Weli, I mean as a practical matter, 24 MR. CLARE: Do you have a clean
25 it would be difficult to release a report 25 one for me?
Page 119 Page 121 |
1 Confidential - Conway 1 Confidential - Conway
2 severely criticizing Sunbeam within weeks of 2 MR. JOHNSON: No. It'snota
3 underwriting a debt offering for Sunbeam, 3 clean one. I don't mind if you have ;
4 wouldn'tit? 4 it. You probably can't read my :
5 MR. CLARE: Objection, incomplete 5 handwriting anyway. j
6 hypothetical. 6 MR. CLARE: I don't want to read H
7 A. Not necessarily, no. I--1-<no. 7 your handwriting. ¥
8 I think, you know, analysts are objective; 8 A. There's some check here toward the :
9 and they -- they will, you kngw,,mod -- you 9 end.
10 know, as an analyst I was -- as/ said, I 10 Q. That's fine. I think those are H
11  knew just my role with*the convertible deal. 11  auditors' marks. : .
12 Q. I'm going to show you what we have 12 You've never seen what's been ]
13 marked previously,as Exhibit 17. 13 marked as Exhibit 17 prior to today; is that
14 A. Okay. 14 correct?
15 MR, CLARE: Clark, reviewing this, 15 A. Correct. %
16 my copy has'some handwriting on page 16 Q. Mr. Clare didn't show this to you? H
17 MS0379==I'don't know if that's part 17 A. Mr. Clare may have -- may have i
18 of the original exhibit. Or this is 18 showed me something like this on Wednesday. O
19 your markings? 19 I --T can't remember if this is the exact ™
20 MR. JOHNSON: Let me see the 20 document. i
21 handwriting. 21 Q. Okay. But you saw something from o
22 Q. Why don't you stop looking at that. 22 Arthur Andersen? C)V
23 A. 1haveit, too. 23 A. 1think I did.
24 Q. Okay, let me have that back. 1 24 Q. By the way, did you ever talk to
25 think that's not intended to be on the 25 anyone from Arthur Andersen in connection
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2 with Sunbeam? 2 Q. Paragraph 6(b) explains that "Sales

3 A. No. Never. 3 have decreased as a result of an early buy

4 Q. If you could look at page four of 4 program,” quote, "which accelerated outdoor

5 the letter, which has the Bates stamp 378. 5 grill sales into the fourth quarter of fiscal

6 A. Okay. 6 1997."

7 Q. Actually, let's back up to 377, if 7 A. Um-hm.

8 Icould. 8 Q. Were you aware that Sunbeam had

9 A. 3777 Okay. 9 accelerated sales into the fourth quarter of
10 Q. Did you learn at any point during 10 19977
11 the first quarter of 1998 that Sunbeam had 11 A. No, I was not.
12 the sales and earnings information that's set 12 Q. Was that information that you would
13 forth on page three of Exhibit 17? 13 have deemed significant?
14 A. Say that again? 14 A. Yes, it would have beenjimportant
15 Was I aware of this information? 15 to know. You know, thats- that has a
16 Q. Correct. 16 bearing on seasonality. It,has a bearing on
17 A. No. 17 whether it's momentary, channel issue or a
18 Q. Okay. 18 more secular.er,more problematic issue.
19 A. [I've never seen this document. 19 Q. And by that you mean it would
20 Q. Were you aware of Sunbeam's sales 20 inform the quality of the revenue the company
21 and earnings numbers through January in the 21 was réceiving.
22 first quarter of 1998? 22 MR. CLARE: Objection to form.
23 A. No. 23 A. Well, it -- it would -- it would --
24 I was not aware of any information 24 it would -- depending upon -- it would -- the
25 on earnings trends until the first public 25 \¢- the -- the -~ the question is whether this

Page 123 Page 125 |
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2 announcement came, you know, in the 2 was more of a one-time inventory adjustment

3 marketplace. 3 or whether there was a more permanent

4 Q. Okay. 4 take-down of inventory levels.

5 And I'lt note for the record this 5 Q. Okay.

6 letter, Exhibit 17, is dated the same’day as 6 A. Either way, those are important

7 the press release, the first public 7 pieces of information for an analyst.

8 announcement? 8 Q. Okay. Now, if you'd flip to page i
9 A. Okay. 9 379, which is page five of the letter.
10 Q. Does that information helpyou 10 A. Yes. :
11 remember in any way'whether you requested 11 Q. There is a subparagraph (c) which H
12 what Sunbeam's actual figures were during the 12 contains sales information through the first ‘
13 first quarter of 1998? 13 two months of the first quarter of 1998.
14 A. Idonitbelieve I did. Andit's 14 A. Um-hm.
15 unusual for an analyst to request, you know, 15 Q. And that shows sales in 1998
16 -- unless this, would be in the public 16 running at approximately half of sales for

17 domain,-- 17 the prior year period; do you see that? - |
18 Q. Okay. 18 A. Ido. rO
19 A. --it's unusual for an analyst to 19 Q. That, I assume, is information that o
20 get information like this. But -- so -- 20  would be important to an analyst? |
21 Q. So the answer's no? 21 A. Yes. Ol
22 A. No. The answer's no. 22 MR. CLARE: Objection to form. —
23 Q. Okay. If you look at page 378 now. 23 Go ahead.

24 That's page four of the letter. 24 MR. JOHNSON: He answered.

25 A. Okay. 25 MR. CLARE: Yeah.

rara o
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2 A. (Continuing) The answer is yes. 2 A. No. }
3 Q. Okay. And you were -- you were not 3 Q. Okay. And does that information
4 aware of the sales situation at Sunbeam as of 4 surprise you as you sit here today? :
5 March 19, 1998. 5 A. Yes, it does. i
6 A. That -- that's correct. 6 Q. That's information that would be i
7 Nor did my conversations with Mr. 7 significant to any investor?
8 Kersh ever, you know, talk about this 8 MR. CLARE: Objection. Calls for
9 scenario. 9 speculation with regard to investors.
10 Q. He conveyed positive, everything on 10 You can answer it.
11 track type information during your calls? 11 A. Yes, it would be importantfor
12 A. Correct. 12 investors to know the underlying business i
13 Q. Okay. Are you surprised to see 13 trends.
14 these numbers as you sit here today? 14 Q. Okay. And given your experiences
15 A. Very. 15 as an analyst, it's safeso say, isn't it, i
16 Q. I'm going to give you what's been 16 that the market wollld have a significant f
17 marked as Exhibit 112 previously. 17 reaction to that information?
18 A. (Perusing document) The first sheet 18 MR. CLARE: Objection to form. i
19 s just -- 19 A. Yeg, it would.
20 Q. Tl tell you for the record, the 20 And it eventually did in some
21 firstis an auditor's work sheet, cover 21  manner.
22 sheet. 22 Q. "Andwhen you say "it eventually
23 A. Okay. (Perusing document.) 23 _did;" that's'when the April press release
24 Q. Mr. Conway, have you ever seen the 24¢ came out showing the loss?
25 document we've marked as Exhibit 112? 25 A. Well, there were two press
Page 127 Page 129
1 Confidential - Conway 1 Confidential - Conway
2 A. No, I haven't. 2 releases. There was -- as I recall in
3 Q. Putting aside the cover sheet, you 3 reviewing the time line, there was a March
4 haven't seen the accompanying letter; isthat 4 press release and an April press release, so
5 correct? 5 Ithink in both instances the share price
6 A. Correct. 6 traded off. I don't know the amounts, but --
7 Q. And no one at Morgan Stanley 7 Q. Right.
8 conveyed the information in this letterito 8 The March press release --
9 vyou; is that correct? 9 MR. JOHNSON: Let me strike that.
10 A. Thatis correct. 10 Q. Do you recall any of the substance
11 Q. If you look atsthe last'page of 11 of the March press release?
12 Exhibit 112. 12 A. T justrecall a announcement that
13 A. Whatis 112? 13 sales were, in reviewing the time line, a
14 Q. The Iast page of Exhibit 112. 14  little lighter than Management thought.
15 A. Oh, okay. Last page of exhibit, 15 Q. Okay. It didn't say sales were
16 okay. 16 half of the prior year period.
17 Q.“.Yeah..This shows a loss for the 17 A. Tdon't recall, but I don't sense
18 two months, first two months of 1998 of $41 18 that I remember that.
19 million as compared to a profit for the first 19 Q. And then the April press release
20 two months of 1997 of $9.7 millin; do you see 20 we've already mentioned, you remember the
21 that? 21 substance of that is that Sunbeam would have
22 A. Ido. 22 aloss for the quarter?
23 Q. Did you have any of that 23 A. I just remember it was more
24 information at any point during the first 24 specific and more material in terms of
25 quarter of 1998? 25 information.
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2 Q. Okay. I'm going to show you what's 2 specifically, you know, Mr. Fannin gave me. ;
3 been marked previously as Exhibit 197. 3 Q. Right. 3
4 A. Okay. Okay. (Perusing document). 4 Now, you understand that Mr. Kersh H
5 Q. Have you ever seen Exhibit 197 5 and Mr. Fannin were employees of Sunbeam, not ’
6 before? 6 McAndrews & Forbes and Coleman (Parent)
7 A. Never. No, I haven't. 7 Holdings.
8 Q. Okay. Did you have any 8 A. I may have misjudged the question
9 understanding that Morgan Stanley Senior 9 then. :
10 Funding has filed a lawsuit against McAndrews 10 Q. Ithink that's maybe what may have |
11 & Forbes or Coleman (Parent) Holdings? 11  happened. §
12 MR. CLARE: It's a yes or no 12 A. I may have, so if you couldsepeat
13 question. 13 your questions.
14 A. Yes. 14 Q. Let's-- yeah. Let's start with a
15 Q. Okay. And other than what you've 15 clean record.
16 learned from counsel, do you have any 16 Your testimony about being misled
17 understanding about the nature of that 17 concerned Sunbeamymisleading Morgan Stanley;
18 lawsuit? 18 is that correct?
19 A. No. 19 A. Comrect.
20 Q. Okay. Did you ever have the 20 Q. Do you have any basis to believe i
21 opinion that Morgan Stanley was defrauded by 21 that anyoné from McAndrews & Forbes or
22 McAndrews & Forbes or Coleman (Parent) 22 Coleman misled anyone from Morgan Stanley?
23 Holdings? 23 A. No; T have no basis for that.
24 MR. CLARE: Objection, lack of 24 Q.1 feel better now.
25 foundation. 25 A. Okay. I'm sorry.
Page'131 Page 133
1 Confidential - Conway 1 Confidential - Conway ;
2 A. Yes. 2 Q. Ng, it's okay. )
3 Q. Okay. And who from McAndrews & 3 MR. CLARE: I object and move to
4 Forbes or Coleman (Parent) Holdings defrauded 4 strike. H
5 anyone from Morgan Stanley? 5 (Laughter.) 3
6 A. I'm going to rephrase the question 6 Q. No, that'sfine. A 3
7 1felt as an analyst -- okay? -- you know, in 7 misunderstanding. Jl
8 terms of the -- the -- the projections and 8 A. Yeah, I-- %
9 the due diligence, that, you Know, I was, you 9 Q. Iunderstand. E
10 know, completely, you know, lied to; so from 10 McAndrews & Forbes later became a
11 an assessment of -- ofswhere the business is 11 substantial owner of Sunbeam, didn't it? |
12 versus where it shodld,be, you know. Now, 12 MR. CLARE: Did you know that? :
13  whether that's -- I can't'determine fraud or 13 A. Tdidn't know that. ]
14 not fraud, so I'wasn't sure, but, you know, 14 Q. Okay. Ithought maybe that was the i
15 given the events of how they transpired. 15 basis for the confusion, but anyway.
16 Q. Okay:, And“you mentioned Mr. Kersh 16 If you'd look at the first page of
17 as someonemwho you thought gave you false 17 Exhibit 197.
18 information; is that correct? 18 A. Um-hm.
19 A. That is correct. 19 Q. In the middle of the paragraph
20 Q. Okay, anybody else? 20 number one there's a sentence that states "In
21 A. Notthat I know of. My only two 21 the course of these transactions Defendants”
22 company contacts were Mr. Kersh and Mr. 22  -- and that's McAndrews & Forbes and Coleman
23 Fannin. 23 (Parent) Holdings -~ "provided Sunbeam and
24 Q. Okay. 24 its lenders with a series of false
25 A. Ican't remember what information 25 information about the," quote, "synergies,”

R T
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Page 134 Page 136 [}
1 Confidential - Conway 1 Confidential - Conway ;
2 close quote, "that Sunbeam could expect to 2 Defendants™ -- and again, that's McAndrews & 1
3 achieve in the combination of Sunbeam and 3 Forbes and Coleman (Parent) Holdings --
4 Coleman." Do you know any facts supporting 4 "Defendants' synergy figures by as much as a
5 that allegation? 5 third, they continued to believe based on the
6 A. No, I don't. 6 strength of Defendants™ -- and again that's
7 Q. Were you involved in any way in the 7 not Sunbeam, it's McAndrews & Forbes and
8 Sunbeam bankruptcy? 8 Coleman (Parent) Holdings -- "representations i
9 A. No. 9 that there was an upside to their own Synergy
10 Q. Okay. Do you have any idea what 10 estimates, and that Sunbeam was likely: to :
11 Morgan Stanley recovered from the Sunbeam 11 achieve even greater synergies than those 3
12 bankruptcy? 12 included on their own conservative/smodels." i
13 A. No, I don't. 13 And the question is,sMr, Cénway, i
14 Q. If you'd look at page seven of the 14 whether you can identify/any representations ;
15 document we've marked as Exhibit 197. 15 by McAndrews & Forbes or, Coleman (Parent) 1
16 A. Okay. 16 Holdings that informed Morgan Stanley Senior
17 Q. Paragraph number 21. 17 Funding's synergy estimates.
18 A. Okay. 18 MR. CLARE: Objection, lack of
19 Q. And that -- that paragraph 21 19 foundation based on prior testimony.
20 carries over onto page eight. If you would 20 You can answer.
21 read that for me. 21 A« NopI --I'knew of nothing, no
22 A. (Reading) Okay. 22 conversationsor no communication.
23 Q. Do you know of any facts to support 23 Q. The beginning of paragraph 36 says
24 the allegations contained in paragraph 21? 244 "MSSFyelied upon Defendants' false synergy
25 A. No. 25 “representations in proceeding with the bank g
Page135 Page 137 |]
1 Confidential - Conway 1 Confidential - Conway
2 Q. If you would look at paragraph 30, 2 facility." Is that a truthful statement, to
3 which is on page 11, and the first sentence 3 your knowledge?
4 states "Sunbeam and MS & Co. relied on 4 MR. CLARE: Objection --
5 Defendants™ -- and that's again McAndrews & 5 A. Idon't--
6 Forbes and Coleman (Parent) Holdings -- 6 MR. CLARE: -- foundation.
7 Defendants' fraudulent $150 million synergy 7 A. (Continuing) I don't know. :
8 figure to assess Coleman's fair acquisition 8 Q. Okay. Do you know whether Morgan i
9 value.," Do you know of any(facts to support 9 Stanley relied on your synergy estimates in
10 that allegation? 10 deciding to proceed with the bank facility? t
11 A. No, Idon't. (Reading.) 11 MR. CLARE: Same objection. ;
12 Q. If you look aty- 12 A. Idon't know. 3
13 Did you have something else to add 13 Q. Would you be surprised if anyone at ,
14  to your answef? 14 Morgan Stanley relied on your synergy
15 A. No. Just finishing the paragraph. 15 estimates?
16 Q. Okay, ifyod could look at 16 MR. CLARE: Same objection, and to
17 paragraph"36,which is on page 13 of 17 form.
18 Exhibit 197, 18 A. T--T1thinkit's -- I don't know.
19 A. (Reading.) 19 It's --it's -- it's a hypothetical. Because
20 Q. I want to focus in particular on a 20  my role kind of, you know, finished up in
21 sentence about midway through the -- 21 early April. 1 have no way of knowing whose
22 A. Okay. 22 synergy representations were -- were -- were
23 Q. -- paragraph. The sentence states 23 used.
24 "While Sunbeam and MSSF" -~ and that's Morgan 24 Q. Okay. We saw documents today where
25 Stanley Senior Funding -- "discounted 25 others within Morgan Stanley were tounting --
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Page 138 Page 140
1 Confidential - Conway 1 Confidential - Conway :
. 2 touting your synergy model. Do you recall 2 Q. And Mr. Johnson asked you some
3 seeing that, sir? 3 questions about that exhibit.
4 MR. CLARE: Objection to the form, 4 A. Yes.
5 and mischaracterization of the 5 Q. Some of those questions related to
' 6 document. 6 statements that were made by Coleman (Parent) t
7 A. I--1Irecall that the selling 7 Holdings Company, formerly McAndrews & ]
8 memorandum depicted upside to synergy beyond, 8 Forbes. Do you remember those questions in
l 9 you know, the hundred and fifty million, 9 general?
10 which -- which -- which was the 10 A. I was asked some questionSuml
11 characterization of my due diligence in my 11 don't -- you know.
12 conversations with Sunbeam management. 12 Q. Did you have any contact with
l 13 Q. Okay. But those materials noted 13 McAndrews & Forbes during=your involvement in
14 that "Andrew Conway has modeled synergies at 14 Sunbeam related work for Morgan Stanley? )
15  $150 million," correct? 15 A. No. :
l 16 A. Correct. 16 Q. How about with Coleman (Parent)
17 Q. And that's information that was 17 Holdings Company?
18 provided to third parties, correct? 18 A. No.
19 MR. CLARE: Objection, calls for 19 Q. Dogou know one way or the other
'l 20 speculation. 20 what either McAndrews & Forbes or Coleman
21 A. 1don't know what third parties 21 (Parent) Holdings Company stated to Sunbeam
22 received information. 22 on,any occasion?
23 Q. Okay. Do you have any reason to 23 A, Nou
24 believe that Morgan Stanley or anyone within 24 Q. \Were you involved in any way in the
25 Morgan Stanley had discredited the 150 25 “lending decision that was made by Morgan
Pages139 Page 141 ¥
1 Confidential - Conway 1 Confidential - Conway
2 million-dollar synergy number that you 2 Stanley Senior Funding?
3 developed? 3 A. No.
4 A. No, I don't know. 4 Q. Do you have any understanding what
5 MR. JOHNSON: Okay. If you want 5 information Morgan Stanley Senior Funding
6 to the give me about five minutes, I 6 relied upon in making its lending decisions
7 may be done, but let me confer with 7 to Sunbeam?
8 my -~ 8 A. No. :
9 MR. CLARE: Sure. 9 MR. CLARE: I have no further
10 MR. JOHNSON: -- smarter haif 10 questions. )
11 here. 11 MR. JOHNSON: Nothing further. i
12 THE WITNESS:, Sure. 12 MR. CLARE: We're done.
13 THE VIDEOGRAPHER: The time is 13 (Continued on the following page
14 11:58 a.m/ We're going off the record. 14 to include jurat.)
15 (Recess\taken.) 15
16 THE VIDEOGRAPHER: The time is 16
17 12:02 pim=We're back on the record. 17
18 MRANJOHNSON: I have no further 18
19 questions at this time. 19 b
20 EXAMINATION BY 20 o
21 MR. CLARE: 21 b
22 Q. Just a few questions, Mr. Conway. 22 C¢
23 You have in front of you what was 23 @b
24 marked as CPH Exhibit 1977 24 h
25 A. Yes. 25
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Page 142 Page 144
1 Confidential - Conway 1 ***CONFIDENTIAL**x*
2 THE VIDEOGRAPHER: The time is 2 e INDEX --mmmmmmmmem
3 12:03 p.m. on June 4, 2004. This is 3  WITNESS EXAMINATION BY PAGE
4 the end of tape number two, and this 4 ANDREW CONWAY MR, JOHNSON 5
5 completes the videotaped deposition of 5 MR. CLARE 139
6 Mr. Andrew Conway. 6
7 7 mmmmmemmeee- INFORMATION REQUESTS--~--------
8 8 MOTIONS: 83
9 ANDREW CONWAY 9
10 10 =eemeemmmeeeeee EXHIBITS ---------sszs-
11 Subscribed and sworn to before me 11 CPH FORID;
12 this ___ day of , 2004, 12 CPH Exhibit 217, memo describing potential
13 13 1oan.cci e T 96
14 14 CPH Exhibit 218, Mr. Dormer fax to Mr.
15 15 Conway, with attachmentsa.....4....... 103
16 16
17 17
18 18
19 19
20 20
21 21
22 22
23 23
24 24
25 25
Page 143 Page 145 |,
1 ***CONFIDENTIAL*** 5 OO RaTh e e
2 C E R T I F I C A T E 3 ESQUIRE DEPOSITION SERVICES
3 STATE OF NEW YORK ) (i o ot oo Hor ST
' SS. NAME OF WITNESS: ANDREW CONWAY
5 COUNTY OF NEW YORK ) > Reason coces:
6 ® 2 o conformto the o,
7 I, SHAUNA STOLTZ-LAURIE, ‘a Notafy 8 page e R
8 Public within and for the State of New g oM —"
9 York, do hereby certify: o P9e___lne___Reason___
10 That ANDREW CONWAY/the witness :
11 whose deposition is hereinbefore set i
12 forth, was duly sWern by me and that B e e Resson__
13 such deposition is a true record of the Bt
14 testimony @iven by the witness. 4 Page____line____Reasn____
15 I further certify that I am not 15 — ceason
16 related toyanyof the parties to this 6 Fom_____ _ w
17 action by=blood or marriage, and that I 17 Page__Une __ Reason____
18 am in no way interested in the outcome g —"
19 of this matter. o P8 line___Resson_
20 IN WITNESS WHEREOF, I have 2 B e s
21 hereunto set my hand this 8th day of y M . uw
22 June, 2004. Page __ Lne___ Reason__
23 22 From__ === to
24 SHAUNA STOLTZ-LAURIE z
25 2 ANGREW CONWAY

ESQUIRE DEPOSITION SERVICES - CHICAGO
312.782.8087 800.708.8087 FAX 312.704.4950
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- SUNBEAM CORPORATION

[nvestment Rationale

« Sunbeam represents an attractive growth story and investment opportunity

- Market share leadership in all product segments (A1 in gas grills, electric blankets, and clippers; #1,2 or 3 in
appliances and healthcare products depending on product category)

~ Aggressive penetration of new produet markets, channels and,géography

- Sunbeam and Oster are well recognized, leading consumer bfand’names, with 96% and 92% awareness
respectively

HUIAHO TAILDILOHd OL L23rans - IvIiLNIAIdNOD

» Sunbeam has undergone a profound transformation since the artival of new management in July 1996

- Unprofitable businesses have been divested, costs have been removed and the organization has been restructured
to maximize available resources |

- The Company has remade iself into a branded consumer devices company

- Renewed focus on profitability and growth

v Tremendous intrinsic value’in the Company

~ Growth-and'profitability that out-pace the nearest competitors

- (Key initiatives include international expansion, new product innovation and growth through existing channels
~ “Verystrong, well-known brands, both domestically and abroad
=, Strong management team that is opportunistic but disciplined

* Valuable opportunity to penetrate and become a global market leader of branded consumer devices

~ Leverage Sunbeam's existing intemational channel relationships and agreements 020088

cOCNFmENT\AL
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0 " Deviees: Home Devices and ComfortDevices Devices Care Devices
2
» Sagmentincfudsa hand end + Sagment Includes bicod » Sagrmantincigde eleciric * Sagmen includas gas end ketle  + Segment includes a line of
sland mitars, blendrs,loasters,  preasum moriieing Cevices, Blakets, showst massagen, g, charcaal smekers, prolssional barber and beauty
Deseription | collen makars, brasdimakars, hogting pads, massagers, denlal « consUmgt hait clppar, heated  tablelop grls end accessorias eduipment, incluging efectric
irony e other amel appliances  cand praducts, humbdiiers, water . throws and comlorien ad bilary clippers,
fiters and air claaners raplacement tiades end olher
groombg acvessoriad
-Mimester - Sunbeam » Haath gt Homg » Cudde-Up + Sunboam - Qutar
Brands Ot -Ostenzer ~ Oater « Gritmastar
Markat +H, 2 ¢ 3 dapending on ~ 1120031 most catogortes «# in dlectc blanketa 41 Ingas gitle *# Inclippars
Position prockic! categony 41 In eppem
" *Black & Decker «Ouracrafl “Wahl «Charbral Wan
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~Masmarchang!son *Mast marchanis “Masy morchunts «May) marghanis *Mast merchants
Distribullon ~{===Deparent etores <Dy stores *Ong sfom +HardwarwHome centsra *Dng slores
«Specily sloes « Speclally lores
« Prafessional lstbeions
1996 Net Sales: ) 383,904 98,4 $187. 0 255 WM 550,18
%uf Totel 39% 10% 19% 6% 8%
0 N VAT $116.8MM §210.3MM §262.1MM sios. o
T % of Total % 0% 18% 2% %
2 No: (1) Segment sales % esimated trom PaineWebber research dated 7/28/97; 1997 sales breakdown Gom company and does not agd 10 100% due to outlet sales,
B F10G1 13554\ ) M P ( z 9 inCIUdCS lbt iwy-ﬁﬂm-bﬂm C!REW. .
- 80 ' CP 020988
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SUNBEAM CORPORATION

Summary Descriptive Sheet
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DESCRIPTION QF BUSINLSS: PELLCTED INFORMATION:  (SLGMENT SALES DREARKDOWN,

Cympung devtlops b es, and telly smdll apphan g, bubese yrilhs, eleguic blwnkcts aad hewed : . ! {ndaury (Erimated) Geoyraphi !
thraws, hesth wad pensonsl care prosdacts, buber sod beavty tipeipmeal, bt clippens, d anina  Suroliscop  Delugpt

cur produd Simald apokiones e munes, blendey, coloe ke, toatrt,itons, 16 ! Heabuten Ok ik L Rinoden Dt 14446 W Pl Dumeslic SO0 %
st proshita 10l ude opane, motara) o, thagon) wnd Bt 4bars il inchudiny Do Suxkipmoet  SOC 1 Haslih p )lome 1188 100% Infecotigon) ) e
Setle molcls {lealth cue prodisin inadude blow prsate moiloting daviers, Meating pads, Living NYSE P CurkConin 120 19 ¥ '
mutiagtt, Joo0e] ety paodhchn, hymdiflors and i clagtany v i Yound - Decembye 28 I Outdoon Cocting o)1 s |
RUCENYEVENTS: : Profeuiont! Cue 1] » 0%

Uciobar 80, 17 The Compaty anmsanted i has Nrgd Morgia Sianbey b explure saleyic giematis 4 T 1ot ? 1000 Toigl I TR ]

, i
Deiober 22, 1992 The Compmny reponed postive () earnings of 30 39, eaceeding Sueetvalimves by e pensy ES[L ECTED FINANCIAL INFORMATION;
i

HIAHO INILID[LO0OYHd OL LD23IMGNS - TVILNIAIANOD

|
i
October b, 1997 - The Uompuny snsousced the incaducrion of ks mew FreshSource water racion 1ywem 2 Fiscal Yews Ended December 2}, 131 Eume(y)
d Ay Smu it ion sy Thetwd praduss W e soconuituie IO MMin \9Shals 19y 199 Mok g e |
: Revemugs (1) 11,0089 1903 HATTH yi% B hyes l
fune 25, 1987 - The Compusy sannwnced the comphniga of five addional imesnational disibuiion/ i %o M % o Ul
masheing dyreements ied dunny the sesond quanes of 1997, This brings thetotl 10 31 boeamoa Id ) " 1080 13V wee mr
yinge (iop ined L " o M N i
LI Wl 0 1994 11¢% ey ! |
June 17,1997+ T Compuay entered iatu & puanatshig wranyement wilk United Family Commawations L A 13 iHi% "% i P
fow enchuovt panrgiondl mvertiing 0 Cusa C1ub TY, th only derwork enirely dedicuied tothe bumc . Nulxome(l) ne (L] nn NA w0 I
in L Amera o MM iK1 A 10 5% AL ST
L Capn! Expandigns W) 111 1) NA n 9o |
May 13,1997 The Comgany s a conmplered 0 W of it Unddleford, Mas i faiory 1o g .
o yroup
sttt Projced Sl ISELECTED MARKET INFORMAVION. — JSKLECTED VALUATION PARAMETERS: - £y M
n My 5" , Sk Fre 11224) ) A MU Cw il (38 UKIE (%) 110 m.f
CoLy e v AT el ML Al MU Cip/EBIT ), (1K 1K (9 188 "o |
§,,.,’ i ',.t s Iy ighi0708) WA ) AG MBCIEBNOA ) 1]
wl Wl s ly l | Shart Outuding (MM} wo Py 3 Y1 .
! j i in o U MukeBok () n Gtawth (3} i)
‘ . I Dividend we |g ek
e T e l it on W Dl o i Geawin 0
: . Ovided Vi O | Dikwerto Ioytuligh (4 :
[FULLY PILUTEQ OWNERSINE; ICA"TAHMTIOM Beok Capitalipglion Haekt Copitalngtion [ SELECYED CREDIT STATISTICS: }
' ; s win
* Significast Shurcholdags {b) DA Haldings (6): ! Amoai % Amoum % LTM EUIY I Ne ineren 13
¢ Toty haidet Heldings 1% O, CEQ Aken ) Dvabiptot}  24% ° I
Franha Mo Wi | ShonTumbel 0o wopd WO o |
Allipace Copindd Manageoneet (1 0% | LTV EDNDA 7 Nei tagerpt Ny,
o Colurti Mumyerment §% Do Mh G Loy Tem Dei fii4p " LT 111 ;
Othe tiurond Qg™ 11 9y R W o TR .
Uthey 1% Totat Ok Holdingy M Shwrhodens Equiry 110 H JALIY U Towd ey /LTM EQITDA 00 !
0t b Vo Copantirwion (1) IR 100tw HATTHT .
) tsor 00 Searn Uetn Ruiingy '
Cuh g Cush Egaivatinsy e + Moay's A
! Tutad Insuder Hhotdings 1 Adiaed Muknt Coitatiasion (1) SR ; 580 A
Nty {1y Suley, CULT, ENTDA und N Income wt for cumvtving operatiant befe bty eutraudingy o vcuting A, d vumuluios oectof wepuning shiges

1) Evtimann from Unprnheimes rosewreh tepun dated Decomber 11,1947 on Sunbram Curpormion
110 Adj Mk Cog consns of mwos s o o squily including prefvirsd wock) phonsotsl debe o cush amd cah squiv iy
{0 Hused un o closing ke prce uf 517 081 et Wt 08 90wl 4.9 MM shere owtcandin on 124!

U1 Oppenheimer caraings tyimaty a2 of 12481, Long teim gowih fiom VIVEAS dued 2008, CP 020990
tol Dased on informuion frum poay deied /1097, nwicvsonad ywom sy fiom Telimevics va dated 91191
{1 Vo Coprtatizmmn excluadey shwteitrm dets CONFlDENTlN'

ZZZiiri HdD

s 0602 0

MORGAN STANLEY

16div-026640



e g s 4 Pttt + BN

P .
‘W’t . -! @

SUNBEAM CORPORATION
Company Strengths

+ Exceplional brand name awareness

- Sunbeam ang Oster command >30% brand awareness in North America
- Oster brand strength in Latin America (stronger than Pepsi)
- Brands supported by award-winning advertising and merchandisingrogramns

o Marke share leader in key product categories

HIOTIO INILDILOUHD OL 1.3IArgNS - TWILNIAIANOD

- Blenders, elecric blankets, gas grills, heating pads and hairelippers
o Broad Sunbeam brand equity extendible into new categories

- Global licensing opportunilies
- Ability to leverage instant brand seCognition with distribution channels

+ Good product line breadth withra history,ef innovation

- Products in over 40 major product fines and approximately 2,000 SKUs
- Emphasis on product development acceleralion
- Rapidly building nen-traditional appliance products and segments

+  Strongmass merchant base

- Product pricing and service levels outperforming requirements
- Ltilizes the latest logistics technology

o Ample growth capacity

- Requiring minimal investment, low labor wage rates
- U8, business running on J.D. Edwards enterprise-wide system

v Motivated employees with strong management team 10 execute sirajegy rp 020691

- Recently revamped and gressive marketing and sales force CONFIDENTIAL

606040
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© SUNBEAM CORPORATION

Repositioning Highlights
Combination of Cost Reduction and Growth Drive Shareholdet’s Value

Cost Related

Growth Related

FIDPEICHI0- 2307 1044 AP0}

Majorily of the restructuring plan completed in the first

quarter of 1997

= Expectcd to result in cost savings of S223MM, ol which
75% urc expected to be realized in 1997 and the balance in
1998

Facility consolidation finished

- 01 26 faclories, cight remain (tour in theAUS, threc in
Mexico and one in Venezuela)

- Reduced the number of warchouses [rom 61 10718

- Consolidated the number ol<headq@arter focations from
six 10 one

Workforce reduction to 6,000:omt (2,000 cmployees
- 3,000 positios Telaled o businesses sold

» Elimingie'88% of its Stock Keeping Units (SKUs)
- From 42,500 ilems (of which 4,500 were fumiture
proiducts) o about 2,010
v Elimination of product variations, not product lines;
simplified ongoing business
v Divested non-vore busincsses
"~ — Fumiturc, decorative bedding, time and lempecature lncs,
s fogs & heaters and Biddeford, Maine textile mill sold;
Counselor and Borg scales brands exclusively licensed to
Signaturc Brinds

306040

Implementcd-and, intograted new systems and processes [r
all core buginess fonctions (¢.g., new 1.D. Edwards systems,
profuct” development, Demand  Solutions  lorccasting,
controllers! accounting, etc.)

Redesigned concurrent product development cycle lrom 2.5

years {0 6 months

- Plans 1o introduce 30 new products 4 year over the nex!
several yeurs

Initiated “Project Full Time” to improve customer service

- Opportunity 10 further increase sales by climinating
supplier hedging, filling voids and being invited into new
calegories

- Channgl management cxpacted (o contribute $200 MM in
revenue by 1999

Selectively targeting International markels for growih
opponunitics

Initialed exiensive consumer and market research
- Identily opportunities by addressing consumer issucs and
needs

Revamped advertising campaign
- Award winning advertising and marketing campaign

CP 020862
CONFIDENTIAL
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Summary of Recent Analyst Estimates
Long Term
Targel EPS PE EP§ 19%
Date  Price Fiem/{Analyst) Recomm, Price 1998E 19%E 198K 1999E | Growth  PE/Growth
D9S8 $376)  Pdenial Seuritied! Buy B0 28wk 0 wawm 7.9
(Nichelas Heymann) 12 months
017998 $37.63  Buckingham Research/ Neutral §4) 200 24 188 157 20.0% 30
(William H. Steele)
DI2998  $17.63  PaineWebber NA $50 200 260 188 145 2000 R
{Andrew Shote) 12+ 18 ma.
0290 $37.63  Menill Lynch/ Buy NA 180 NA 09 NA 15.0% 14
(John Gibbons|
0112898 33208 CIBC Oppenheimer! Sirong Bay §5 210 268 140 4.2 NA NA
(Seolt Graham) |3 manths
0nes  $37.06  UBES §2.00 §2.6) 185 14.1% W0.0% 0.9
02298 $37.06  Firsl Call (ight Estimates) 201 158 183 144 10.3% 1,80

v "“[Sunbeam is] the most profitable player in the indusiry by a wide margin...(with 17% operating margins in 1997, almost shree times the Housewares
indusstry average of about 8%).".(Prudential Securilies - 1120/98)

»"[Sunbeam}is focuting on, taking the best care of its major cuslomers (to ensure further access to dominant shelf space), rapidly establishing the best
globel diswibution for its curent (and likely futare additional) products in the industry and continuing to toll out the industry's most innovative

products,,its doing everything to serve every customer like royally." (Prudential Securities - 1/29/98)

v “As Sunbeam displays more of 3 new product and serviee track record with retailers, we believe., gains will be realized in 1998.” (C/BC Openheimes -

1289 |

s, “Al Dunlap is not only restructuring Sunbeam, but enhancing its future growth opportunities, A recent tour through SOC's Neosho, MO grill phant
confims that Investments have been made (o strengthen operations,” (Merrill Lynch - 1 2/10/97)

v “We believe that what has been sccomplished to date is remarkable and that there is room for further improvement over the next couple of quarters.”
(PaineWebber - 10/23/9)

v "We continue 10 belive there isupside in Sunbeam shares s the company enters is ourth phase of sharcholder value creation. Now focused on executing
Its groweh pln, it i our view that Mr, Dunlap's desire to execute his enth tumaround could find...enhanced flexlbility in {Sunbeam's) yearend 1997E net
deb frec balance sheet and significant free cash flow.” (Goldman Sachs - 10/9/97)

F139%52402.0) $859 PRGH

CP 020883
CONFIDENTIAL

MORGAN STANLEY
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O I W R W S E WK NS EE NN ..

S b URSNmLG o+ e e

%
0
§ SUNBEAM CORPORATION
5 Consolidated Net Sales, 1994-1998
?
:
kY
2 (shiv
g 50— ‘ i 1994-1?335/00;\69:
0
g.
7 2000 SLS
1,500
1,000
500

1994 1995 1996 1997 1998E 1999E

soowh  126% 6% (2%  187%  338%  255%

0
7
I CP 020
: Souce: Swbean A Repe coumoergqgﬁm
" Note: (1) Projectons rom Oppenheimer res¢arch report daied December 11, 1997,
ot FISMISAMA2. 1 i : tB 0 6 Z O
3
MORGAN STANLEY
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SUNBEAM CORPORATION
Consolidated Profitability Statistics®

(s M) Gross Profit (S W4 EBITDA

a0 o
M 1994-1999€ CAGR:

| 1994.1999E.CAGR:

600}

400

HIAHO INAILDTLOWUCD OL 4DAMrSNS - TVILLNIAIGNOD

200

0

1994 1995 1995 1997 1098E 1999E W04 1095 1996 1997 1996 1999E

%Margin 268% 204% 17.9% 28.3% #31.4% 3N5% % Mavgin 180% 112% 49% 204% 246% 246%

(MM EBIT (§ ) Net Income

1994.1999€ CAGR:
; 24.5%

500 300

1994.1999€ CAGR:
400§ H7%

300

200

100
200

.......

100}

507 &

oL

990 1995 199 1997 (9%8E 1993E O e o 19% 9 T T
0 %Magh 145% 6% O1% 1TA% 205% 206% | | %Magn B2% 37 (17% 105% 128% 129%
D
I N
E Notes: (1) Projections frm Oppenbeimes résearch dated December {1, 1997, cP Ongilg;AL
Sl A (2) Datwexcludes any one-time or exraordinasy charges. CONFIDENTI
N Fredn 1 2 T d
N 608020

MORGAN STANLEY
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“SUNBEAM CORPORATION

Trading Statistics of Selected Consumer Products Companies

BIAHO BAILDTIONS OL LDIAMGNS -~ ITVILNIQIANOD

" Price/1998E EPS® P Long TemnERS Growth
40 25
n4 “)
: ne 20 soc
v 20 20.0%
Dt i I 100
' ”mzu
i : 1I'I &
i : 2
2 s 1 : . l ‘ iR eorons
' (B gee IRERARN G o GERM
AELEN NRORR 17 6x .: ; o b
! S B Rl
I i1, Bl '% A3
AR iELEL
A1 LEUEL A et
HEELY {ihsl
RConsumer Packaged] .
. Goods
X 181 ALF , i
od 00 Jwaed o4
: JASERS S :
Notes: (1) Based on closing prices as of 21298,
(2) Estimaes based on median VB/EIS estmates as of 12198, 199E estimate calendarized 1o a December 31 year end, CP 020088
(3) SOC 1998E EPS fiom Oppenheimer eport e 12658, Long-Term EPS Growth rom UB/EYS died 21285, CONFIDENTIAL

eZZLHLYL HAD

016820

MORGAN STANLEY
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SUNBEAM CORPORATION

Trading Statistics of Selected Consumer Products Companies

1990E P/E/

G’&"“ 1998E P/E to Growth

25 —

VITFHO ANILI D108 OL 1 D3IrENs - 1VIJNBGldeO

20

500 (3)
0.8x

05

00

WHR  EK  SNA  PRD RBD  CLX  SLE  KMB

Notes; (1) Based on closing prices as of 2/208, CP 020087
(2) Estimates based on mecian VB/EJS estimates a of 212/98 calendarized toa December 31 year end, CONFIDENTIAL
(3) SOC 1998E EPS from Oppenheimer report dated 1/28/98: Long: Term EPS Growh from UB/E/S dawed 21298, :

o] 602 \

6ZZ2LLIP L HAD

MORGAN STANLEY
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B . .
| % Business Overview
-]
0
! 3 o ’ I R T T PR
Slinbean; _ Presninen BandeConsier D Company
S
Cd |
i 0 '
L2 .
I Whatis a branded consumer device
{ p!
i - Solves a chronic consumer complaint or{ils a particular void with solutions
that consumers value highly
- Strong brand recognition'that coaveys value, quality and functionality
-Numerous device§ can be déveloped to address & variety of needs around
the home
Key successdactors

= Innovative technology that 1s clearly differentiated from competitive offerings

= Continuous stream of new product introductions that offer incrementally
l greater functionality and consumer value

- Strong distribution to ensure visibility and availability to the consumer

CP 020998
CONFIDENTIAL

aceiivy HAdD

F18GI 281503 1aM1050P Z , 602 0

MORGAN STANLEY
16div-026648



|

LEZtLLYE HJD

HIGHO AAILIDTLIOG OfF LOIranNs - TviANIAEdNoOD

é

- -
o

 SUNBEAM CORPORATION
Stated Growth Objectives

Doubling of 1996 sales of about §984 million to almost $2 billion by 1999, without acquisitions

- Implies CAGR of about 27%; Normalized sales up 19% forcthe.dline months ended September versus last
year

+ Tripling of international sales from §185 million to about $600 million by 1999

- Implied CAGR of about 48%; Intetnationalsales up 51% for the third quarter of 1997 versus 1996

Achieve zn operating margin of atleast 20% (from 16% over the last 9 months)

Achieve 25% Retirnon Equity each year

-

Cumulativedree cash flow of about $600 million generated over the next 3 years

CP 020999
CONFIDENTIAL

F139107302-02.981 1§ PHG E, | 6 0 Z 0 MORGAN STANLEY
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SUNBEAM CORPORATION

1997E Dollar Share by Segment

W: Preeminent Branded Consumer Devicss Company

Broad prasenca in & number of categories

Kitchen Davices
$432.2MM

Hoealth at Home
Dovices
$116.8MM

Professional.
Care Devices

Personal Care $105.1MM
& Comfort .
Dovices Outdoor Cooking
$210,3MM Devices

§292.1MM

Total 1997 Sales: §1,168.2MM

FIBau3sesne 1.506:05

h16020

No singlertrus competitor for (Siznbearn
aeross all product lines

Kitchen Devices Health at Home Devices

+ SEB » Matsushit ' golmes *Biita

+ Braun oBlack & Decker  * waciA P

o Moulinex  + Philips ¢ Health-0-Meter  + Homegics
» KitchenAid ~ » Hamilton-Beach
Personal Care & Comfort Devices Outdoor Caoking Devices

+ Conair « Notelco * Charbroil/Thermos

* Teledyne » Wahi » Weber

» Helen of Troy * Fiesta

Professional Care Devices

: :J::eger ' mﬁi CP 021000
' CONFID
Henlordeh oBlak Dk
MORGAN STANLEY
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- SUNBEAM CORPORATION

Repositioning of &IM and @&‘ef Brand Names

Relative Competitive Position

L

; , ; Quallty™ | 2

Core Business Focus: Price Value Innovation Perlofmance T

Consumer he T

Technology Black & De ‘ ¢

o

Product 4 B

Prodyction/Cost Hamillon Béach l

Customer (rataller) 0ld Sunbieam/Oste §
Lowhe- Margins ~ High

New Positioning Direction

Slabean

» Expand the value segment by combining strang appeal ta women with female
valued productianovation

+Reinforce "female friendly,”“good for the famly” imiage (versus mate
tools) todhe primary purchaserfuser (woten)

Shift Srom low shelf price value to bigh udlity one funciionality benefits

»Strong advenising Supporl of innovative products

« Cleaner, higher quality packaging with greater impact and strong female
appeal

~Out innovate compctitors in focus categories

- Category management leadetship

 Sunbeans will become e “minivan" of appliances
«Simple, easy (0 use, but mast innovative in Key categories
«Broad appeal but focus on female mix/working female

~Empbasis on velue
G16020

FIEOM6Ra0 19N 408

Dt
# Become the prefemed premium brand, uniquely delivering professional
Quality and inngvation (Sunbeam innovation applied 1o the premtum segmeni)
Leverage wmiemal inovations
» Professional quality and design - “form follows function” with
superior quality of malerials and construction
» Invesment buying vs, impulse buying
~Improve packaging to highlight premium image vs, competiors

* Oster will become the "huxury car” of household apptiances

* Innovation leadersbip
~Engineered to delight (but not over engjneered)
 Best value in class CP 021081
+Long lfe CONFIDENTIAL
~Functional excellence without unecessary frills

MORCAN STANLEY
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SUNBEAM CORPORATION

Future Growth Opportunities
Where will growth come from?

e, NI AR R b e ‘
'ffgrlntemation' [ fmam':.’.s(woMM,1 Core Growth: +5100MM
i + Goal o triple international sales i + T indusry rowih from core
B from $185MM to $600MM by 1999 g products
& +50% new geography e

-40% new producls
+10% core growth

H3IAHO INLDTLIOUG- OL 1D3IMraNs - IVILNIQIANOD

B + Aqggressively pursug inlematona
& distribution and licensing

J Channel Management: +$200MM

§ *Includes new and existing channels
* [mprove time/order fill complete

- 1ate 10 95% ("Project Full Time")

i * Leverage lrend towards fewer

£ suppliers in the mass

# merchandising channel

R » Category managementinew

R calegores

Total 1996-1999E { » Fillng product *voids”

. K * Miligate business seasonaliy
Revenue Growth: $1 Billion ¢ Penclrate alternative distribution
B channels (e.g., oullets, catalogs,
) Internl, etc.)

{ *Introduce 30 new produits a year
¥ over the next Severalyearsin all
i live segments '
f *» Shorten praguct.development
§ time'g shemanths from 2.5 years

FEZLIPL HAD

EOUIIAI0 LeRIS 9 l 6 0 Z 0 CRO2I002  MORGAN STANLEY
CONFIDENTIAL
16div-026652



SUNBEAM CORPORATION
Sinbeam New Product Initiatives

~ Fedesgred New Prodcts Devlopment Proces )

Concurrent Processing ..

Identify Real
Consumer Needs

4 Assess Consumer
i Fesdbiackand Response |

+ Perform trend analyses

o Synthesize consumer & marke! survey
d

o Defioe marke) size, shire and growth
potential

o Datarmine compelling beneQty for the
copsumer

# Conduct focus groups

H33Y0 3AILDT10H4 OL 1. 23rganNs - IVIALNIGIdNOD

Market
Introdugtion,
and Feedback

Product Concept
and Plannlng

Develop *Consumer Pull
Marksling Shategy

R Utlize Technology to
§ Out Innavale Compettiors

* Develop sod fest consumer-
orieuted conceply and oryboards

1 Develop package design

o Focus on conqumer needs and
trendy

¢ Analye existing producs in
matketpiace

+ Perform compallive review

+ Identify produc shortcomings

» Identify eppartunities to Jeverage
Sunbeam technologies

o Develop produds that wre clearly
differentinted from commpettory
offerings

2-6 weaks 4-8 weeks

Menufacturing
Preparation and
Engineering

- Produet
, Specilication o

| Design Product for
ManuraclunngCommonalrry

Develop Global Produc!

. Crcw dm;m mlhmvduhmy,
flexibility and [nterchangeabUity

o Review global strategy
¢ Query inieroational rade groups

Product -

% I tnind DQS!QH + Survey local customers rou gh
T # Aftempt I reduce numbe of sales force
- uique prts
2 | |
” 1003
; L160 o
0 NTIAL
LT M . Z 0 CONHDE
MORGAN STANLEY

16div-026653
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" SUNBEAM CORPORATION
Slinbeam New Product Initiatives

* Resenand Plamed Prodict Inoducons.

* Near term plans to introduce several new valug addéd productsin high growth markets
-Focus on Health Care segment

o Inroduce "Time Value," "Smart” and “Eagy 1o Use” products

» All products designed for global applicaionfe.g., voltagc requirements)

2 m“m ?wlw’f ‘

H3AHO IAILDTLIOHG OL 1D2IranNs - TVILNITIINOD

Already Introduced Remaining Introductions
» Custom Blena Cofteg’ e Digital Blood Pressure  ® Redesigned Osler ¢ 800 Series Gril*
o Toas! Logi¢, Chrome’ Vi Bl o Slow Cooker w/Stirring
i T » 4 Gup Coffec Maker'  » Redesigned Sunbeam A’
| : ostioofLne Gt~ " Hepa Air Cleaner’ imaster o Wall Mount Hair Dryer
- . o Tianium Cliper Bades® * "Fry-Right” Deep Fryer  wiNightlight”
Qordlss Halr i o Jumbofindido ¢ Toast Logic Toaster @ New Retail Hair Clioper
1o Cordless Hair Clipper Y . Ovens* - '
; . Thermometer » Basic Value lron
g OOBOE g ntlage USR0S e o
0 ¢ Raised Oial Bath Scale  Toaster S o At Filtration” P 021004
I B o Outdoor Freplace” 9220 Volt Products ce Looker 220 Vol Prodicts CONFIDENTIAL
5 | o Horizonlal Breadmaker’ aLFro |
D .. WA NI N T LTI TV et
& P * Denotes non-cannibalizing products MORGAN STANLEY
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x |
W F @

 SUNBEAM CORPORATION
Allevgysmaﬂ Air Cleaner with Allergen Detector

Fog HOWAT WORKS

1, A'smallfan draws air into the sensor chamber,

2. Maser beam in the delector measures the level
ol allergen-sized particles (3 microns and larger)
every 30 seconds and sends a signal to the air
clganer,

HIAHO INILDILOYHd OL 1DIrgns - IVIINIQIINOD

3. Sensitivity setting - allows running the air cleaner
based on your own perceived senstlivily lovel.
Choosing a salting (average, exira, super), the
sansor automatically activates the air cleaner
when the level of particles is tao high. The unit
shuts off only when the level is reduced.

4, Air quality indicalor - when the detactor is on,
lights on the contra! panel constantly indicate the
lovel of allergen-sized particles in the room.

FEATURES

A, Charcoal pre-filler

B. HEPA filter

C. lonizer - added level of filtration

D. Filter check light - for lilter replacement
E. Four speed fan cantrol

0 F. Sensitivity setting contro!
1 G. Air qualty indicalor CP 021005
: CONFIDENTIAL
§ .“Bma:smonwp 6 l 6 0 Z 0

MORGAN STANLEY
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SUNBEAM CORPORATION

Sinbean Tnternational Growth Strategies
Market Penetration Strategy

"Phase 1" "Phase 1" “Phase 1] “Phase TV"
Importer/Licensee Distnbidior/ Joint Ventuze
Opporrunistic Expor Agreement MarketenAgreement or Subsidiary
Low Profit High Profi '
# Nolong lerm commiment 0area @ Quick snd low risk meddod lo  Target select areasfcompanies for # High degrec of operatlons)
o Lowest risk, lowest margin; does  gain iniemational exosure d dismbution agreement exposure and commitment (0 area
notinvolve local partner intefligence o Moderate level of operational o Must be confident of area’s growth
o Start (o establish brand name ¢ Excalate operational expostre 10 e vigbility
comuifment «Majorty of risk passed ontoa local -~ ® Mustmeet "pay as you go'
o [nvolves thirdpany disibutor financial standards
# Stringent distrlbution agreetments
may inclyde minimum sales clauses
Eastern/Eurcpe South Africa Continental Europe Canada
MiddleEast Greater China South East Asia _ Mexico
Asgentina Brazil Venezuela
Australia
United Kingdom
__b
Japan
(P 021006
coNF\DENT‘AL

FABGMISHEDD 20 470

0 Z 6 0 ZO : MORGAN STANLEY
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SUNBEAM CORPORATION

Sinbear International Growth Strategies
1997 International Expansion Initiatives - Global Agreements

I Bl Oistrbuion [ Ucensing [l Markeling l

§ ¢ Argentina (Distribution)

In Propress:

H3THO IAILDTLONHS OL 123ransS - ITVILNIQIANOD

# Japan (Marketing)
# France (Distribution) Unlled 3
¢ South Africa (Distribution) Kingdom, :

9 UAE (Distribution)

France .. H

| o T n - B Korea
Hal
o o
..+ . Hong Kong
G B B Taiwan
. Venezuols 1 " Tralland,
Colombla | B -
N B SRR Phiipplnes
- graa o
g I
Poru - Australla
Sales employes seling
Paraguay ) Osterproducts "
B South :
2 Chil Aiea CP 021007
I CONFIDENTIAL
; . Note: (1) Siahegrm operations in Ausiraia and New Zealand were sold by Allegbeny in 1988, Sunbeam may sl marke! products under the
N ‘ 0 @t@m these regions,
]
MORGAN STANLEY
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“SUNBEAM CORPORATION

Stinbearn Operational Improvement Potential
"Project Full Time"

Enormous Potential to Increase Marke Share and Salcs |

Through Service [mprovements

¢ Sunbeam has a window of opportunity to raise the service staridards of the indusiry

HIAHO IAILDTL1O0OHG OL LD2IranNs - Wi LNIAIINO D

o Time/order fill complete rate in the small electrics,bustngSs is only 60-63%
-Versus >95% in the packaged goods mduslry

o Poor time/order fill complete rates£orce.stailers to rely on multiple suppliers

8 Industry trend in other consumer products sectors is towards fewer suppliers
-Sunbeam stands to gainconsiderable market share if it can convince the channel that supplier
hedging is no longer-necessary
-Eliminate produc voids; expand breadth and depth of product lines

o Suftbeam has improved service with an iraportant customer from 60% to 98%

8 "Project Full Time" inifative in place
-Atiempts to {ill orders completely and on time with the Company’s top 35 customers
» Account for approximately 80% of U.S. sales

¢ Potential for additional cost savings on top of revenue gains CP Q21008
~Less costly o run a more efficient business CONFIDENTIAL

RGO 224749 Z Z 6 0 Z 0

MORGAN STANLEY

oLt HJAD
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'SUNBEAM CORPORATION

IR0 3605310 1.973. 504

()

350

300

250

200

150

100

50

Channel Management
Case Study - Revenue Potential

Significant Potential to Grow Rev.enpgs,":l‘hrough :E:xf;s_:tjnghannels

$20.1%
1\
oy o O w5 1
§239 527 %
i IR o s [l s
, ' f ' 100.0%
i
©Mn 1
|/
o5 Jll - 5165
. ¥ L
Current 85% 95% No Filing New Total
Salesto  OrderFil  OrdedFil  Supplier  Voids  Calegories  Revenue
CustomerX  Rale Rale Hedging Potential
{current) CP 021009
CONFIDENTIAL
MORGAN STANLEY
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SUNBEAM CORPORATION
Sinbeam Worldwide Organization Chart Post Merger

OonUzzi
COO0 Consumer Products

Sy ——

k DixonThnyor N
SVPOporahans K SVPIntematronaI K

-t l-vﬁld A, LT T e

" Cymthia Vohlkamp..
P 5

HIAEHO ANAILDTI1IO0OHEd OL 41 23MrdNs - TYILNIAQIINOD

N eniill o LeeGriffith i
«Goorge Timchel ¢ . SYPUS, Sales
VP Procursmen! . Lo v

C lack Dalley LulsSIlberwamr
.. Jack Dalley -, VFPmonalCara&Gomion

- VPMIS

 Wilam Kirkpatrek
VP Away From Home

S Gary Mask Deborah Macdonald
;.:VP Human Rasources

Wy,

Loglstics/Dlstribution

Dlrector Financlal Planning

Plant Managers

Jarry Tuchowickl
VP Produc! Davalopmanf

DomandlSupﬁly Planning

0.
| 0 10
‘ : cp 0210
. CONFIDENTIL
- FABGMI8MI0. 11903100
g ’] ZG 0 ZU MORGAN STANLEY
{ ]
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Consumer Frends

SUNBEAM CORPORATION

unbeam

Global Trends and Opportunities

[} "’-——\
Trend Implications & Opportunities (S’[Mbed M Solutions
¢ westeen wovlation # Facus on length snd quality of 1fe issues + Sunbieare for sesiors /
# 53% of Americen over 45 by 3000 ~Mordloring & maincenance, al-home care *Easy 1o opersie; address ipecific needs
# 5% of Eurapean over 50 hy 2000  Distingt needy (&g, small Kiichens; Iefiover storage; unique diel) # Healh 2t home gruducis which pravide monjtoring ued therapy
¥ Age aeruilive produc design 4 Torgetmarhzing of tusied Swideam gad Qitrs brands to seniors
» Fumilisrity and 1nust of Ynown brands o Allernate channels with shap at home accensidiliy
# Hormebound
i Y ¢ Pursuit of Waatem fifesyle ¢ Exparuton of brands glabatly
# Averege age dnLain America s 19 yeany ald - ot food: rockdrol; blue jeans: Haltywocd;the e +Eagort productinnovetio; teverage strengh of Oter in Labn Ametics

Qne billion peogle warkdwide are 10-19 years ofd
o Average age in China i 20 yeary old and dkelining

E

8% of U.S. conumens have greal coalideme in uwn ehilicy 1o
eare for temaelves
+(nly $39 have grat canfidence in doeton

|

o 60% of U S, women are now warking vutalde the home

o 61% of kid: under 13 prepare ot feait one mea] themselve
wickly

o 10% of adults feel“yuessed” during (he average day

# 68% af peoplc sy home is “onty plice } ian unwing”

» Anmiericans now gend 90% of theif imeindoors (EPA)

o Home becomlng a st refuge (24% LS. HH- ownaderm, only 14%
in1%0)

*More awate of cument endymedia vy,
#Combining of cultural (nfluences (newfood ags and culsins)

o Focus on ar & water quality
+U.S, borled waier pet copite (19835 Ippl., 1994 & 10 gal.)
# Health & finess regimend shifting to howe
+Hame (ncygmuchines nie 45280 business
« Consumess'searchiig for healthier food preparation
+ Rotlgsene cookinp snd rossing
o 4'nezd for appliaacas hat hink for yon”
# Puoducay duatelimims hassles & titne-consurming werk
+ lnerzaied sell-afficiency tor children
» Combination spplinnce

 30-50% of U.S, homes an oiccs have damp conditians, encuraging
buildup of pollutunis

o 0 million Americans sulfer (rom uliergies; 64% uf ductors rscummend
ir cleaners for allsgies

» At cleaners growingat 12% CAGR; ooy 10% of U.S. homes own one

 Water Tillent growing 4t 10% CAGR; only 15% of U5, homes own ane

+ Eihnic cuising food prepuitton sysicms
# Direc! eonsumer access

¢ Home waier Mliration

¢ Home alr Mltration

+ Pasomal dingnostics providing manitoriag, measurement, therapy

¢ Hedlthy tood prepstation systems {e.g.,rotisseries, tcamens, grill, cic)

4 "Smart" products
Blanker With 4 Brain, Custos Blend Coffes Makes, 3-Way Auto-Oif
Steum Mygpier
* Sunbeam Loghe™
o “Lass hassle™ amovsuons
-Cordieas chippers. combistion colfet grindci/brewer. pre-ussombled grifls
« Furciioning snd safe applianees for childrgn

© Expand hoalth at houne

- Broadkned product line; differcatinted ieghnalygis
» Bruadly penciste new chamels boadly
o Tey rewail impact

- Joint adventising with revilens

Channel Trends

|

«Largest rewilers geking bigger, more efficient and globul

«Five largest rexaileat account for $2088 in 1995 s8kcs, yp fram
$10in 1980 &eompetion s niemuifying

WalMan saley gueide the 0.5, up from $2MM in 1989 (o §12Bn
projecteq for 1991

Gicoeth & gl e gt

«Home shopping nav scesunts for 28% of roial U.S, retil ks
+Mumwfieenurer ouler store groweh (+37% CAGR posi § yrs)

» Worldwide catatog ulea $t00 i in 1996 (prejecied 1o $200 Bnin
008

)
» Away frum hame (W4 O husiness whth 4% growth per year)
FHON1 J00. 0T B AR 208

526020

o Retallers conlidating suppliers crealing increased leverage
o Groveth in category innagement paruneeihips

o Global conwimers sd global sustomen

» Globa! growth opportunities for global suppliers

+ Emphasis on vupplies efficicncy

* Cpponunity to balunce/diversify the cusiomes mix

o Can affard to miss the. emerging market wends

# Requires nom-{naditional markeling & ey processes
# Some oppoorunity to keep Move of the available margin
 Ogpartunity to Manien sensonality '

# Bulldstrung globut brands {Sunbeam snd Osier)-- consumer pull straegy
-Global adveruising agency partnership: 2:brand strviegy: global producis
# International expension (lcnsing, distribution and seiting}
Pt with retailer expantion supparted by salegory focus and sirucure
«Altemyte channel acces ta diversity ponfolin
«Pttncr with key retailers an new categories (e, fits, microwaves)
+Fix 484 focus on upply chein Management GppOntunities

©"Shap@Home" murks! access siniegy
Direct marketing; door in door; Intemet; catslog: own coinlog in 30 million
tores/year, TV/nfomercia; owhound (elemarketing

€ Away from home strtegy

# Qulled store siraiegy

MORGAN STANLEY
cP 2101
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- SUNBEAM CORPORATION

Summary of Recent Analyst Commentary
(continued)

[nternntional Opportunities:

» "[Sunbeam] is about to sign o sign an agreement with NuSkin 1o help them distribute its FreshSource water product in Asia” (C/BC Oppenheimer -
1128/98)

o “Sunbeam has 20 signed distribution and licensing sgreements so far in 1997. By expandingdinto new SKUs in Latin America (toasters, mixers, etc.) the
Company ¢an leverage the Oster brand into new revenue streams through these new.distributors and licensees. In Asia, the Company has identified an
opportunity in the eleciric blanket marke." (Oppenheimer - 8/27/97)

+ "Key agreements commined 10 in the second quarter include an amangementfor the'sale of grills in Europe and the UK., a clipper agreement in Paraguay
and Brazil end a joint marketing agreement in Venezuele. The Company, remizins commited lo tripling international sales to 8600 million by 1995."
(PaingWebber - 7/28/97)

New Channels/Distribution:

«"New distribution is being created by opening outlet stores. The Company currcfnly has 11 stores open, and is on track to have 20 in operation by yeer end,
Tt will open 20 per annum, Another busineds wilh/$trong iew distribution potentiat is Away from Home." (Oppenheimer - 1/28/98)

+“The Company continues lo roll ot more Sunbeafh Quilet stores, although they are not 2 crucial part of the Sunbeam growth plan.” (PaineWebber -
71897)

Advertising:

o *|Sunbeam]il double its consumer advertising in 1998, enabling it o spend more (o generate customer demand for its innovative products that the
rest of-the housewares industey will spend callectively.” (Prudential Securities - 1/29/98)

e expecy/Sunbeam 1o significantly out-spend fis competitars over the next several years.  n an industry fraught with co-op advertising, we believe
e advertising is long overdue in this category and will be effective.” (Oppenheimer - 8/27/97)

CP 021016
CONFIDENTIAL

0¢6020
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SUNBEAM CORPORATION

Overview of the Kitchen Devices Industry

2 R L L

T 1996 Nort American Harke

r.,...,... Py YT

 GrowhOpportnites

B

+Need lor speed, simpliclty and rallabliity of use

Olher

+Naed f d . .
83,760 R | aed for healthy food preparation appliances

+Need for mara ethnic food processing products

g 5.0%
$232 MM +Begome the percelved category leader for innovation by key

cuslomers

+Rapidly expand Innovation abroad, spectically in Latin
America and Asia

HIQUHO INILODOTLOHS OL LOIrdNsS - TVELNIAIAINOD

» $4 billion in North American sales, growing with inflation

»Only Black & Decker (17%) has more than a 10% market
shara

+ Highly fragmented across >30 calegories
+ Less than a dozen manutacturers with=>$100 milion In sales

+ Most players dominate in one or twa produc lings
» Largast share players compete in >20 categories

+ Premium end s mos! differenitated and brands wefl-
recognized

» Two major calegories;
«Broad panetration (2.4, irons, blenders, coffee makers)
~ Niche,praduc's {6.9., bread makers, waffle irons, pasta
makers)

#  + Along with Sunbsam, Black & Decker (mid-brice) and 1 Gift glvingholidays/weddings drive purchase behavior
KitchanAfa (premium price) are (he mos! established

competfive brands

+ Consumars are price-sensitive bul willing to pay for value-

added products
0 « Cusiomer base is predominantly mass merchan! and
2 department storas
a + Mass merchant channel rapresenis 40-50% of dollar sales
E L o CRO21017 NN
PN Solrcl: MJWOYrade magazines. CONFIDENTIAL MORGAN STANLEY
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SUNBEAM CORPORATION

Overview of the Health at Home Devices Industry

1996 North American Market

Stnbeam
388 MM
4.4%

Total Salgs; $2,000 milion

G e T L PO D 1Y

» Domastic market is $2 bilion in sales

~Includes alr cleaners, water purifiers, humidiealion,
heating pads, scales, massagers,lhermomaters, dental
progucts and blood pressurs monfiors

» Unitad States is most deyeloped, followed by Canada,
Europe anddapan

» 76% of consumers feel they should lake primary responsibilty
for their health {not doctors)

» Consumer trust is shifting away from doclors lowards
pharmacists

» Sunbeamhas a strong reputation and healihy brand halo

B+ Most purchasers ars female

N T R A e A

Souce: Inusty e pagazines

~ Growth Opportunities

§ +Hoigiened consumer irest niealh rfaled producls
¥+ Growing marketdothealth elated products

N immediately fillbrand leadership void in air and water

it purfication

g+ Export healitfat home" concepl 1o Latin America, Asia,

N Europe

Competition

[+ Compertors are ragmentad withHrmited brand awareness
= Sunpeamhas #1 or #2 shara in 3 oul of 9 calegories

» Sunbeam!s the only brand with breadth of praduct in all 9
| calegories

» Holmag is #1 In alr purfication while rita {Clorax) s #1 in
#  waler purficalion

Channef

« Major mass merchandisers view this calegory as a growth
opportunity

« No manufaclurer has yel taken the lead

+ Cuslomers are seeking direction 10 explof the healthcare
"mega frend’

CP 021018
CONFIDENTIAL

16div-026668
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SUNBEAM CORPORATION

Overview of the Personal Care & Comfort Devices Industry

1996 North American Market Growth Opportunities

Qther £
$1.332MM ‘ + Growing market for relaxation and self-ndulgence products

+ Immediately establish Sunbeam through a dual branding stralagy
« Establisha broad and highty ditferentlated product ling

Sunbeam + Dxportpgrsonat care Innovatlons on a global basis
§168 MM
Tolat Sales: $1,500 mifon

V3IOHO IAILDILOHEd OL 1 D23JMraNs - IVILNIAIdNGD

Industry Comptition

+ $1.5 bl in salas, 5-year annual growth e 8% Bl + Ona dominant player in each sub-category

+ Thres largast categorles (shavers, ha drjers and shower
4 massagars) account for 50% of business

~ Conatr (hair dryars), Noreico (shavers) and Taladyne (shower
massagers), elc.

B+ Cipper (Oslarvs. Wah and mustachalbeard rimmer categoriss (Wah!
K vs. Norefec] are mos competitve for marke! share laadsrship

b « Focus onhair grooming and relaxationprodcts

» Characterized by strong 4th quarer seasonialty due to
R gift-giving

B« (1 haidhyws, Conal's focus s price, Helen o Troy uses lcansing
(Revion and Sassoon) and Braunstrives fo Innovation {volumizer)

§ * Compeltive markal share appears 1o be driven by advenising

Consumer Channal

+ Styling and fashlon origntation play an importan! category rols » Customer base is pradominantly mass merghants,

! Porsonal caro puchasers arg oon Qv tan ha ndugers | Seporment storesand drug chens

~ Except Shower Massagers (home improvement cenlers,
hardware) :

- Ttimmers - women purchage, men use
= Clippers - mothers purchass, chidren use
+ 70% of women report some typs of hair damage

+ Accounts place a premium on Innovation
&  Tradtionally an athractive, high margin category for retallers

CRO21019 NN

CONFIDENTIAL MORGAN STANLEY
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SUNBEAM CORPORATION

Overview of the Outdoor Cooking Devices Industry

f
1995 North American Market .:

Oter
$511 Wit 8

Sunbeam
$232 MM

Industry
|« Market Includes gas,charcoal and eleciig il and

appliances

- Global catagory Is $1.5 billion; Qlomestic market is §750
million (11,4 million unts)

« GGas gyl represen 84%f Sales,51% of unhs
. Segment growing at % per year
- Charcoal declining at 6% per year

R

- Consumer

I The "trade-up gas griil" consumer Is exoeiienced ingriling
H  and has higher household incoms

+ Consymers moving outdoors, making palios as sophislicaled
as thelr kitchans

fl « Consumers becoming maro diverse In what thay gril, how
d ey gl

agpfration of grfls is 84% in the Unfted Stales

-Souce; IndusTyvede mugaines,

Gt e
RN

g 15000 T

Growth Opportunities

R« Establish Griimaster as 18 dominantworldwlde brand of gas

| gils and accessories

B +Redeflne ‘Griling" as ‘Outdoor Cooking"

[+ Accelerate.conversionfrom occasional/seasonal usage to

1 yearound everydaysage

- Broadencooking versality to make grills on exension of the
kitchen

| -Retain ralail visibifty and Supply chaln savings

# # Bxpand Grilimasterto higher price (and higher margin) segments

Competition

» Domestic compettors are privately held and focused
{ onthe grill business

+ Weber's a “demand pull* brand
i+ ChartroifThermos s a key compettor

% ¢ Sunbeamhas a 45% markat share In gas grills

~ Channel

+ Market is concentrated

k|« Top thres customers represant 55% o the
market; Top 10 reprasent 83%

CP 021020
CONFIDENTIAL

MORGAN STANLEY
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Overview of the Professional Care Devices Industry

1996 North American Market

e Pl GrOOMING

B Large
Animals

' Beauyd
Barbers

Industry

» Industry s comprised of threg segmenls:
- Beauty & Barbers (37%)

- Pet grooming (51%)
- Large animals (12%)

|+ Professlonals use Ostorlools for income versus
personal use

y « Time [s money

- The more heads/pets groomed, the mora revenug
gamed

FroaassBTINEE Source: Tndustry ade magazines.

+ Immedialely expand laagarship by betler mesting
professional neaddor conslsténcy and speed

+ Extend, Oster qualty professional hertage into
broadenedproduct line for barbers, stylsls and

groomers

Competition

segments

~ Wahlhas a 27% market share in beauty & barber
+ Wahland Andis are small players in animals
» Heineger and Listar are Import compattors exclusively inthe

animal business

~'Channel

+ Threa maln distribution channels:
~Direct catalog (38%)

~ Specially relail {38%)

~ Distributors (24%)

Growth Opportunities

» Wahland Andls are key competilors offering products in al

CP 021021
CONFIDENTIAL

MORGAN STANLEY
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SUNBEAM CORPORATION

FI394074001.97:1 P61

Future Growth Opportunities
Key Initiatives

Continue to leverage Sunbeam and Oster brand equity throughout the iome

Accelerate introduction of innovalive new products to the market using redesigned new product development
process

- Address unmet consumer needs

- Rectify chronic consumer complaints aboult exiSting products in the market

Successfully execute “Project Full Time?

Fill product line “voids” uSing categery management techniques

Expand breadthiand.depth of product line where financially justified (e.g., appliances, personal care, etc.)
Targesedhinternational expansion into key growth areas that offer the greatest potential risk adjusted returns

Selected category specific opportunities:

= Appliances: Introduce easy-to-use, reliable products

- Qutdoor Cooking: Enter the high-end and higher margin grill business

- Health Care, Introduce new value added water filration and air purification products

- Personal Care & Comfort: Capitalize on consumer need for convenience (e.g., cordless clippers)

CP 021022
CONFIDENTIAL

986020 B

16div-026672



; : A { i !
N E R EEREEEENEDBNRN®N. \
R TS L [SRT . ot mmmm———

. &
SUNBEAM CORPORATION

Summary of Recent Analyst Commentary

(continued)

New Product Introductions;

+ “Sunbeam cnters 1998 with e potent combination: (1} two exciting and innovative new products, FreshSource anduA llergySman, which even if they are
not absolute home runs will provide completely incremental sales at better than corporate average operating margins and (2) an enhanced yrill line-up
ageinst 3 weak grifl showing in 1H97." (PaineWebber - 10/23/97)

v “We,like SOC management, believe that bath of Sunbeam's new products have “homestun” potential. The products are timely, innovative and margin
enhancing, a perfect complement to the new Sunbeam portfollo.” (Puineedber - 108/97)

» s our view, ils entries in the water and air purification markets lend signiffcant eredibifity to Sunbeam’s new product strategy, offer demonstrable
value-added for consumers, and increase our confidence in estimated 20% plus sales growth and management’s targeted 20% operating margin through
1999." (Galdman Sachs - 10/9/97)

« “The Allergysman is a unique faunch, introducing proprietarytaser techulogy." (Poinelfebber - 10/997}

BIAHO INAILDILOHA ©OL 123Ir9NS - IVILNIAIGNOD

« “This is the most important grawth strategy. Driving it's fat pipeline is iis enhanced new product development capability, By consolidating R&D into
ont location and reducing the number of facilities used‘to make a given product, Sunbeam has reduced new product to market time from 2.5 years to 6
months. 1t is also open to buying technoloies and using outside experts ta develop products and processes, and is doing mare consumer research than ever
before.” (Uppenheimer - &/27/47)

s "Finally, we believe several new products from its infamous Secret Room will be retail his and the Company will begin developing new products in its
Health at Home business.” (Oppenheimer - 8/27/97)

v “After accounting for roughly 20% cannibalization, new products should contribute around 5100 million Incrementally to 1997 sales with sbout 80%
domestic and20% intemational.” (PatneWebber - 7/28/97)

*Project Full Time™
o, Project Full Time...is fuly on track. We believe that his will be a market share driver in 1998." (CIBC Oppenheimer - 8/27/97)

+“Wrexpect customer service fo play &n increastngly important role in the company's growth .. lis ‘Project Full Time' focuses on achieving [00%
elivery rate among its top 35 customers and top 400 SKUs. This encompasses over S0% ofits sales .. The opportunity for Sunbeam here is lo improve its
own delivery-efficiency and become two-thirds of the retailers order equation and thus gain share.” (Oppenheimer - §/27/97)

+"The move o higher sesvice levels should generate significant gains in market share. Even though share data in the small slectrics industry is not tracked
Io the same degree as in packaged goods, there is some inilial evidence thal higher service levels generate higher sales.” (Bear Srearns - &//4/97)

+ "Management noted hat i flled 98% of the orders placed by the top ten accounts in the second quarter of 1997, up substanially from the disappointing
66% onder-fill raie to these accounts in the first quarter of 1997.” (Paine Webber - 7/28/97)

CP 021023
L € 6 0 Z 0 ‘ CONFIDENTIAL
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SUNBEAM CORPORATION

unbean

Segment Trends & Strategies Overview "

Dascriplion

Market
Posttion

Major
Compatliors

Diatribytion

Trndy

Sustegiey

+ Sagmian ot hitnd g elard mlian, blsndess,
loastrs, coNwe makes, broadmaken, irons 140
ofher smal Kplancey

Otle « Oaladuy

<1, 2. 3 dapending on produet
ceapry

+Back § Docky
+Hamdion BeactvProcor Siax (Naceo)
+KiichenAld (Wifpoo)

<Mazs marchandisiry

«Dpatment elones

+Speclaty stores

« TV prassiro damands convanienge and apeed
Nowg o peed, ity ndrekallty of ks
«Sunstviy o hastr and ipnlelon
“Newd o7 healhy lood prepariion apances

+Broagening taste prolles

0w lor oy N lood ProcRssig pros

«Emptasis 00 lelaute 40 value

“Opooturity io maxe copkny ‘un'
<Devaitp produdty lor all ypen o eodka

« Ppasilion 4 diprentist g Sunbean and

Ostartrademans

Expand tha strtepic braadin of prodix! fig
Ihvough b consisian ¢'raom of new prodygta bui
ol Cansumet Dees

+Bacoms th parceivad caiegory leeder for

1097 Nat Soles: "

endraion by key comeny
RAupidly #xpand inovation atiroud, spacticaly In
Luin Amanga ind Asla

$a32.2MM 1%

Health at

Haine Devices

«Sogrent inchdes dogd presausm monknng
divices, hasting pads, Massagers, denta) care
products, humlfiery 20 4 Saanary

«Haaith gf Home

11,2 tr Jin e catoongs

-Ouncral
B |Gllel)
«Hoalth OMaler

+Mass maschank
O gores

+ Haalth consaion Mgy
“Hilghianad cansumei higras! 1 hgath ralated
produly

vging posulution
(rowing markal o Mt ralated procucts

Vilue nacIMY
1 businesy lo rass marchant cramesy
white Sutbatm has trong prasence

<Home 43 0 sy Sellcary

«Sunbeam brand ngs slrong ety in (he homa
. Cher sae kaown madica! bandy

- Esigbish Sunbsem 1t ha pramiere brand in
haath 1 homs man by owing Consumes on
Pumarous ironly

+ Deapin Bubaam’s coreumer ftievance
through » cond:3lant dieam of new and
ahgnced benelii-grvan products

+lmacutely it brang lendrship void ingir
wg wat putcaion

+ Extablsh 4 dolanclole omtegary teader positon
O numarou chanagl lrons

+ Expart haalth sl home’ concept to agn
Amqfica, Adls, Burgpe

$118.8vM 10%

Personal Care
and Comfort Devices

« Sagmant inciudag acic blankaty, et
maskiers. consumer hab cltpars. hewed
e and comlonans

Cosdilp
-Oster

<1 in wlpging blankais
i dpers

et
“Angiy
-Teladyna

M) norchans
<Dy tores

+Haakhy litgatyle
+0Xpariuniy b improvy pertonat
PPORINCH N0 'ow down’ (8 aging
procass
+“DotsYoursal Vil
~Noed (9 3ave Uma and money

+ Saltindugence
-Desinto pamoer onesst ang relax
+ Time canth

~Oppostunily o profassiona Quatiy 80
sevica with 1t-home convgrience

 Ivreiaaly dctablish Sugoem vy p
fepding compatdor o parsond care
apohances (heough 8 dual ewnding
sinlegy

< Eslablish ) broad and hghly
difarentiotad poouct iny

«Expaft pwaonl care Inngvallons on 3
Glebat basls

$210.3MM  18%

Note: (1) 1997 sales breskdawn % from company and docs nor add 1n 100% due tn outley sales.

8E60¢0

Outdoor '7
Cooking Devices

+ Segman ncludes gas and kel gnls,
charcoal smokers, labalop 40l and
WLassonN

- Surdaem
< Qriimatter

-l!h\gugmr,

-Charbvgl
- Tharmog
Ylaber

-Nass merchanes
-Hatawa'aHomy Canigry

+Time shortage
~Loady 10 morw gas grlting, e
Simpiicaton and spasd Kch (ooking

- Homa g8 8 sancloary

+Paopie 41m spending morh me 3l homg
wih [améy ang Ifiengs

+ Baby Doomer demegrapnics
+Craglos $hoppng batawd lavory
cosQuatty/convarvance Combingbon ag
{rag4-uprom charvow 1o gas

«Ealatiish Orimasiur om Sunpgam 23 iy
dorminant voriowld braad ol gas gts and
a0cosa0rial

+ Grow catagory by codafining ‘Grilieg’ &8
*Outdoor Cacking'

» Drematicaly Incrasse Iha grofy mpodancy of
Grlmasle and ‘Quidagy Coorg’ K Ihe
tiads

+atablish workdwita design and tnehrlagy
nelwork o maximize piodct Inaavstion

Professional
Care Devices

« Sogmant includat a ina of profeasia
barbar and ba sty equiphen,
olactic 4nd Dangry cippéts, replacemeny
blades and other grooming accessoned

~Oster

-Mndppers

-Wah
» Andig

- Masy inprchanis

-Onug stores

- Spaciatly tons
~Protessiony elsisoutorns

- Quality/Qurability
-Produgt usage i expecied [o 94 Tio 10
your

+Ergonamice/Styiing
lomietabie g7 and uriqua shiing

-Ense ol useSpag
Powdt 10 ¢t hebthy I gromen winou
slowing

‘Immadaraly expang laadershipn 3t
businass segments by batss mesting
molassional ngadof tonsstency and spass

+Extong (1s1or qualty profatsiona nanisge
Inta broadenad produet line for perown,
ity and groomens

S92 25 $105.tMM 9%
FAGMIRO D40 104
’ MORGAN STANLEY
gpoaid
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FUTURE GROWTH OPPORTUNITIES
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SUNBEAM CORPORATION
Stated Growth Objectives

» Doubling of 1996 sales of about $984 million to almost §2 billion by 1999 without acquisitions

- Implies CAGR of about 27%; Normalized sales up”19%«or the nine months ended September versus last
year

» Tripling of international sales from $185 million to about $600 million by 1999

- Implied CAGR of about 48%; International sales up $1% for the third quarter of 1997 versus 1996

Achieve an operating margin of gt least 20% (from 16% over the last 9 months)

Achigve 25% Returnon-Equity each year

Cumulativedree cash flow of about $600 million generated over the next 3 years

CP 021027
CONFIDENTIAL
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MORGAN STANLEY
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SUNBEAM CORPORATION

Global Environment Trends

A ey 1AMy g
Al ! 'H'

. -Consumerism

Brands

; * Growing international
§ accaplance

B o Premium price and mage
f ¢ Represent "Weslem" fastyle
| and deals

# o Increasing focus on lhe
H - consumer's naeds

f o Drive for value

HV3IGHO FAILDILOHA OL L1DJSNS - IWVILNIAIANGD

Glohalization

+Increasing affluence of
i consumers in emerging markels

B+ Greater interaclion bgiween

B different countries, cultures and
B elthiciles laads 0 2

i “convergance of consumer

§ pUtchasing paflems

+ Emergence of recognized sector
d leaders

» Cycle whareby the strongest

B continuglo grow

Shopping Channels

k » Prolferalion of altemale
0 channgls
-Catalogs CP 021028
*Door-to-door CONFIDENTIAL
“Inemet

-Direct response

0SZLivL HAdD

FBOYI505810.1.6M 504 MORGANSTANLEY
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NEW.PRODUCT INITIATIVES

CP 02100
s CONFIDENTIAL
I
:
g nn6020 MORGAN STANLEY

F139393111D.01978:11 NPGS

16div-026680



W,
IS ‘

= .

L Cu

-
L.

SUNBEAM CORPORATION
Sinbeam New Product Initiatives

- ‘Focuson',Accelerat_ed NBWPTOdUCtDeveIOpmen

RTIY /o
Y S E b L Ao

o Shorten product development timeframe from 2.5 years to § month§
«Focus on smaller number of more promising projects
~High reliance on consumer research
-R&D department reports to Marketing department,instead of Chairman
-One R&D department, instead of separdte staffs for the various product lines
- Agreement with the Stevens Institute
-Willingness to purchase techndlogy when efficient (AllergySmart Sensor)

HIEHO IAILDILOHY OL 1 23MgNsS - TVELNIAQIINOD.

' + [nnovate in existing product lines (e'gy aur purification, Grillmaster)

l -Only effective method Yo.gain pricing leverage/enhanced margins

' ~ Successful néw products help drive market share gains and increased shelf space
| - Enable gains inmanufactuning efficiency and drive improved profitability

¢ Innovat in new product lings and develop distinctive entries into new high growth markets (e.g,, cthnic niches -
Arepa maker, water purification)
~Capitalize on technological innovation
~Focus on value 10 the customner; fix chronic consumer complaints
-Leverage strong distribution to gain shelf space

o Launch up to 30 distinct new products a year over the next several years

0 o Build brand equity from product differentiation (¢.g,, Blanket With a Brain, FreshSource Water Puifier,

1 AllergySmart A Purifier, Toast Logic Toaster, Custom Blend Coffee Maker, Cordless Clippers) CP 021031
s ~"Smart" and time efficient products that emphasize speed, convenience and ease-of-use CONFIDENTIAL
N

o

[A]

e 10000
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16div-026681



"f x ' ‘
v i, Doy 0
! P

X -

SUNBEAM CORPORATION
Sinbeam New Product Initiatives

ik it

Case Study Conlmued Innovatlon IOfE":EXIStIng Products:

X% 1% ‘\\ Y LD "\~_-_£H o

Qutdoor Cooking

any Real 1

Consumer Neads

0 Agsass Consumer
#  Foedback and Response

o Desite for conventence and time
efficicncy
o Trend towards spending more time

HIAMO IAILDILONL OL 123rANS - TVILNIQIINOD

In the horre promotes at home
cooking
" * Baby Boomers wading up from
Conce%wallzatlon charootl o as p
ate
M t"‘f:'..“
. |nt‘r03r:;(ceﬂ0n.:; Februapyf' 1997 Ullize Technology to
Dova Consumar Al |\ i Féedba(‘,k.“l Out Innovale Compethors

Marketing Stralagy

¥ Address industry wide

* Hightight design for year Hﬁlwrsﬂ:l:: ilcsr -
roundcoling wits dursblty *Expard o Higher g
and versatlity v product 2-6 wesks 4-8 weeks wgTents
feanures -30% of merket has price
| * Target rade-up conslimen, _ points over $300
. ifluent amiewind ey Product Shipment
3 Desers A Manufactunng Date

Preparalton and

4Q 1997
: Engmeenng '

I, Design Product for
! § Manu!actunng Commonalny Develop Glbal Product
nMimmh: number o un{que G
Pt e
+ Sunddie whel sz Design - g Evopn sy o
0 fon " wd ¥’ 07 o il
':% ' » Reduce types of screws
from six to pw
- - CP 021002
- e _ ——— - CONFIDENTIAL
§ 9 ’] 6 U Z l";ff . Expected incremental revenue in the first year; $53 MM
FIEGN 26610100 . ISRt
‘ o T MORGAN STANLEY
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SUNBEAM CORPORATION
Sianbeanm New Product Initiatives

Identiy Real
Consumer Needs

Assgss Consumer
Faadback and Response

# EPA wagning on indoor sir

HIAHO INAILDTLOHG OL LD3IranNs - IVILNIAQIINCD

quality
@ Need for clean alr, puticulerly by
dlergy and asthma prone consurmers
o # No lnnovation in stcior since
Conceptualization HEPA introduction
= Date
March, 1997 Uliiza Technalogy to

lmroducllon
and Feedback

Develop "Consumer Pull Out lnnovate Compettors

Marketing Stralegy ! _
¢ Noist levels, energy consumption
© Highlght benefitsof e : :!;i rf:!::' :Jf:nnel:(: :::;t:m
.g?;fmg: g:rv;c:g 2-6 weeks 4-8 waeks -Resulgs in apemd gf consumer
! cu:;um:r concem Over el ‘ ;\:\ﬁa:;ncg ;cr;?v :mt s tumed
v ' ¢ Eliminate problem by develop:
Product Shipment smdmf m;,'”;;?mz Frelopag
: MGHU'BC[U(IHQ Date sutomatic particle detecting
Preparatlon and 40 1997 "on" wich
Engmeenng

Dasign Product for
f’ Manufacluﬂng Commonalny

Ty

Develop Globel Product

' Dmgn for mnimum

o4 Pll’OdU.Cl.' ; # Addreny global concerns

nan?fnclunn;ﬂwbmty/ Oeslah ' ) over air quality, particotarly CP 021033

';v‘lmmwnumbcrofun' e g - in lagge ciis CONFIDENTIAL
: o N o Adaptable to 720 volt currents

comporent needsd in |

construction

S8ZLivI HAD

. Expected incramental revenue n 1998; $38 MM " © -
FIKGUGTND LM 00 SR R ORGAN STAVLEY
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- SUNBEAM CORPORATION
 Freshsource s+ Water Puifier

Step 4 (A) Step 1

i ¥ |
it N - l’

HIqHO INILODTLOMd OL 12IradNS - IVILNIAINGOD

HOW IT WORKS

1. Fill resarvoir with cold tap water

2 Replace reservoir on base

3. Apowartul motor and pump force water through
a micro-fine fiter, reducing chemicals and
microorganisms

4(A), Volume dispensing

4(B). Glass at a time

9
E CP 021034
5 CONFIDENTIAL
N
8 Franvamsamo-e . ap 8 f] 6 0 Z 0
MORGAN STANLEY
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SUNBEAM CORPORATION

FANOSHA402.01.588 25 APGY

Analyst Reaction to New Air and Water Product

"We, like SOC management, believe that both of Sunbeam's new products have “home runtpolential, The products are timely,
innovative and margin enhancing, a perfect complement to the new Sunbeam portfolio.. These products should help to
deliver the 20% top-line growth we are modeling for in 1998." (PaineWebber - 10/9/97)

“In our view, (Sunbeam's] entries in the waler and air purification maskets lend,significant credibility to Sunbeam's new
product strategy, offer demonstrable value-added for consumers, andhirease”our confidence in estimated 20% plus sales
growth and management's targeted 20% operating margin through'1999:2 (Goldman Sachs - 10/9/97)

“Sunbeam has added visibility to its new product sales goals withy{the new product) launches, It is tapping into consumers'
desires for clean water and air in their homes,Each product introduces new technology into the small electric market and
Freshsource effectively creates a new category:™Qur estimales seem destined to increase again.” (Oppenheimer - 10/8/97)

“Consumer response is very strong for [AllergySman's] feature/benefit/value proposition. These products are positioned to
grow the market as well as to establisfialcading position for Sunbeam.” (Goldman Sachs - 10/9/97)

“Both products have global applications, high long term growth potential, and fit well within Sunbeam'’s Health at Home
busincss.” (Bear Stearns=0/9/97) '

“The AllérgySmartis 2 unique launch, introducing proprietary laser technology.” (Paine W ebber - | 09097)

“While other water purification products are on the market today, there is no produet that purifies water with FreshSource's
¢ffectiveness and speed,” (Oppenheimer - 10/8/97)

CP 02103
CONFIDENTIAL

616020

MORGAN STANLEY
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INTERNATIONAL EXPANSION

CP 021037
CONFIDENTIAL

166020
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MORGAN STANLEY
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SUNBEAM CORPORATION
Simbean Tnternational Growth Opportunities

* Enomous Upside Poential or Inemational Growt

¢ Sunbeam’s interational sales currently account for only 18.6% of warldwide sales
~Only 10% of sales are derived outside of North America
-Significant portion of Latin American sales comefrom blenders

HIAYO SAILDI1O0OHG OL 1L03rgnNs - IVILNIAIINOD -

» Greatest opportunity lies in developing econbmies (primanly Latin America and Asia)
-Growth In developing markets is outpacing growth in the United States and Europe
- Increasing consumer purchasing power
-U.S. brands are the preferted brands in developing markets, especially Asia

o Management goal to triple intefnational sales from $185MM to $600MM by 1999

\ | Strengths Opportunities

| o Stronig market share in Northern Latin America ¢ Worldwide distributor and licensee interest in
o/Strong Oster international image and awareness in Stnbean products .
Latin America and Europe o Broader product category penetration/distribution in
#Established manufacturing and assembly base in strong Oster markets (Latin America)
Mexico and Venezvela o Clippers and grills expanslon in Asia, Latin America
¢ European beach-heads in grills and clippers business and Europe

¢ Export "Health at Home" concept to Latin America
¢ Export air and water products to Latin America and

0 Asia
: ' | | CP 021038
. ¢ Electric blankets in Burope and Asia CONFIDENTIAL
| é 2 %0 Z 0  Transfer expertise in growth from Latin America to
3 FHOMIOEMQ.1.00) 404 Asia MORGAN STANLEY

16div-026688
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SUNBEAM CORPORATION

Sinbeam International Growth Strategies

1996

nlainational
$183. MM

Total Salas: §984.3MM

Domestic

1999

£ , Intarnalional
ci IG?UI\Z?% 3 30.0% $600MM
é . CAGR = 48%

Total Sales: $2,000MM
CAGR = 27%

# Threg key soures of growth:
-Expansion of'existing franchise
+New product introduction
«Geographic expansion

¢ Reorganize product development and salesforce to
maximize global opportunities '
~Global perspective on product development
-Support global category marketing
‘Uniform global brand development and advertising

656020

FABGA1JS06M0- 1,00, 304

¢ Profit center mentality (vs, investment mentality)
-Focus on bottom line growth as well as top line growth

-Intemational operations already at 20% operating
marging

» Target situations that offer the greatest potential
nsk-adjusted retums based on:

-Ease of entry
~Existing relationships
-Tangible opportunitites
o . CP 021039
- Distinet product differentiation CONFIDENTIAL
¢ Capitalize on strong brand equity overseas
MORGAN STANLEY

16div-026689
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SUNBEAM CORPORATION

Intemational Growth Strategics
Expansion of Existing Franchise

o Expandinto new categories and new distribution channels

- Gnlls, electric blankets, clippers, air and water, health ar'home, eifiic products

HIAHO IAILDILOHI OL 1 DO3r8Ns - IVILNIAIINOD

~ Do-It-Yourself/Home centers, professional and retabstores, drug stores, home shopping, catalog, Internet

o Regenerate brand awareness and demand
- Television advertising
- Publicity, promotion
- Shop-at-home marketing
- Latin America: ‘Family-Channel spansorship
- UK:/QVC, blanket advenising

o« Price Realtzation
—Rrand leadership and product differentiation enables price increases
- Contracts in U.S. dollars minimizes currency exposure

- Waterfall reduction
CP 021040

CONFIDENTIAL

ZLZI¥PL HJD

166020

PYIDABNIDOT.AY o] PPO) ‘ MORGAN STANLEY
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SUNBEAM CORPORATION

¢

Stnbeam Tnternational Growth Strategies

Strategy: «Build from currently existing
Sunbeam strogholds
-Continue lo grow Sunhcan sales
and hrand egogaition
o Jieverape stronp hase b expany

sales growah

(sengraphical expansion to

surrnunding arcas

~Chonel expansion within reginn

» Coniral Anicrica
o Chile

o Colombia

¢ Ecundor

FIRGAJ0BRI0- 10N

Reglons:

e Mcxico
1Py

GEgh20

# Targeted espinsion i key prowth
markets with tngible opportunitics

*Leverage siong Linin Aerican
psition to penefrate Braefl and
Argenting

* Fxpand key Asiiin markets (Japan,
Korca and Taisvan) throwgh strong
relationships and product
distinetiveness

cAreoting o Korea

o Brail o Taiwan

* Australiy + Spain

o Hong Kong o South Africa
¢ Japan

¢ Initate business opportunistlcally
in regions with specific situations

¢ Introduce Sunbeam brands and
Slimulate brand awareness

» Need flexdbility to enter and exit
markets quickly as situations change

¢ "Pay as you go" risk management
and financial standards

*China o lialy
 New Zealand  # Middle Fast
» Gemany

CP 021041
CONFIDENTIAL

¢ Explore other possibilitles for future
geographic expansion

¢ Typically areas presenting higher
risk hut also higher grawth
potential

o Enter only if there ave valid
disteibution/product
opportunities that meet funwicial
standards

«India
* Indonesia
* Malaysia

* Poland

o Russi

o Scandinavia
MORGAN STANLEY

16div-026691
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SUNBEAM CORPORATION
Stnbeanm International Growth Strategies

| Specific Global Opportunities and Market Potential

p1ae

Canada ST

-Re-launch electric banket business |+ Strengthen leadership pasition n professional Revenues

R - Goul 0 achieve $/capie figures similar Clippers 1996 $20MM
 oteUS, 8~ Cordless.productsy low heat products; 1997E 5%8MM
f » Stengthen gas grillbusiness el Dl I996E  $30MM
B (900/800/500/400 Seris g Launch elegtic blanke business (low EMF 1999E §S0MM

HIAHO INILDI3LOHG OL LDIMFNS - TWWIANIQIEANOD

§\PTC technology)
B+ Regenerate significant gas gril business Key Products
[ Selectively launch distincive bigh marginnew  Blankets

 + Relaunch Lealth 2t bome business of of new
i  valer products
i + Strenglhen leadership posidon in professional

f B clippers | appliances (¢, roissenie, air Giter with Cli_PDe“
'. & - Cordless products; low beat products; j  allergen detecor, siow ooker) Gl
¢lite blage i+ Oppornunistically export o Middle East

Easten Europe and South Africa

.ot jf »Launch elestric blankets, water Blradonand  Revenues
;oo ) beehive blenders (chrome line) in: 1996 $IMM
Jgn T 99 SI0MM
- Korea - AustaliaNew Zetlng  19%6E $70MM

Latin America

1. Broaden eistigsweng eaterstip posiionin ~ Revenes N 3 199E  $150MM
f core mrkess{(Meico, Veneuela, Cenral 995 $152MM "} - Opportuistially export o Key Products
: Amqiu Peru, Equfador. Colombia) 1997E $171MM ~Greaies China = Philppines Blenders ‘
- Air & water business launches (el &t 1998 $230MM «Indo China Wat Filagon
§ bome) 19%E $300MM AqFlltrauon
B - New grills "Samba” series Key Products Clippers
&+ Regenerate market leadership position in Blenders Blankets
0 R blenders (remain the best) e Maker ; e
T i Launch business in Breail and Argeniina Water Filtation ' S oh2
1 § - Al walr lndes, andwiquesmall | cP OZ‘NM
o a y appliances (odsserc, éc) Clpers CONFIDE
]
&

PRGNSO 1208170

MORGAN STANLEY
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SUNBEAM CORPORATION
| Stnbeam Tnternational New Peruct Initiatives

¢ Introduce 54 new products representing $26MM in revenue in 1997
-Introduce new 220 volt products aggressively
-Introduce distinctive existing U.S, products (Blanket with 2Brain, Beehive Blender, etc.)
-Introduce new globally designed products and categofiessimultaneously to the United States
(clippers, air, water and grills)

HIAQUS GAILDILOHS OL L1DIAMrENS - IVIENITIANOD

15 o All new product development initiatives have aglobal perspective

| -Maximize ethnicity value of new products

| o Sandwich maker adaptatiof to Arepa maker in Venezuela

| + Slow cooker with paddle adaptation o Polenta maker in Taly
( -Maximize total potential market

| o Emphasize distinctive Sunbeam technologles and product differentiation
- All-metal drive/igher output motors on blenders and mixers
-PTCwire in blankets and carpets
-Titantum.coated clipper blades
-Air eleaner utilizing laser technology
-Power water filtration

8 Capitalize on strong brand equity
-Strong demand for US, brands in Asia Cgﬁ;?éé%ﬁ&
o Retatl and consumer familiarity via exposure to the U.S. marketplace
» WalMart's “Made in America” brand focus expanded into China (electric blankets)
-Oster well entrenched as the premium brand in Latin America (higher brand awareness than
Pepsi)

FIAR1IRSMO L4PE6% L g 6 0 Z 0 MORGAN STANLEY

16div-026693
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SUNBEAM CORPORATION

Stinbeam New Product Initiatives

dontfy Real
Consumet Naeds

HUIAQEHO INILDTI10Hd Ol 103ranNs - IWWILNI3IgIidINOeD

Assess Consumar
Feedback and Response
¢ Elbnfc Latin American cuisine
1ad appeal
o Simplify previously tedious band

preparetion involving eutdated

Inlroductlon
and Fq_gqback

Ulilize Technologyto

Devalop *Gongumer Pull : |
# Outinnovate Compeltors

Marketing Stratagy

o Urilize Sunbeam sandwich enaker

+ Highlight speed, sase-ol-use
and convenience festures technology to create Innovative
+ Demand outpecing supply 2.6 waeks 4.8 weeks Arepa maker

-Inifal stipment'ef 20,000
units §0id ot

~Shorten cooking time from
over 30 minutea to 7 minuies

Product Shipment
Date
July, 1997

_ Manufacturmg
P

Dasign Produc for 1012 weeks

: Manutaclunng Commcnamy

5 012 weeks

Davelop Global Product

' chmge existing sandmch ) T ; —
maker manofacturing process & PdeUQ[ - ’ ::;clla g:‘t:d Latin American

0 ~New product only requires Lo ' Deslgn . )
}J replacement of wflle griddle ‘ 9. Central nd Sou,Lh America
- -Minla] Increneotal *Opportunlties in overseas
b copital Investment Latin Americen comumunities
3 ' ~ cpuntos g, Norh Ay, Erop,
g FERUEET DA S ‘8 g 6 0 Z 0 CONFIDENTIAL )

MORGAN STANLEY

16div-026694



/-
- W

- o au U o am

- ay w2 an

mE b g - an

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER

666020

CP 021045
CONFIDENTIAL

CPH 1411277

16div-026695



i}
e
iy

020960 @

CPH 1411278
16div-026696

CHANNEL MANAGEMENT

CcPp 021046
CONFIDENTIAL

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER
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Fas. 720-9T\11:26 APQD

_



" RS X RN RN N RN BN N W RN RN

W ~ ‘f‘ﬁ @

SUNBEAM CORPORATION
m Channel Management Opportunities

Improve Customer Servxcc o Catalyze Channel and,Category Grow hu'

H3AYO INAUILDILI0Hd OL 1D23Argns - TwiLlNIAIINOD

Concurrent Profit Maximization Opportunities

Price Realization Mitigate Business Seasonality
# Price increases through diferentiated product functionality (¢.g,  # Increase revenue and profit in first half of calendar year

: Blanket with a Brain, Carousel Rotisserie, Stand Mixer) -Exploit holidays (s.g., Valentine’s Day, Mother's Day, Falhers
! o Waterfall Day,etc.)
! ~Work with channel to improve efficiency and drive costs out of  -Employ account-specific marketing plans

Q the system <Direct selling to exiend selling season
I -Eliminate chargebacks, rebates, allowances and other hidden -Expand "away from home” business CP 021047

Y charges CONFIDENTIAL
.3 » [mprovements in scwlc?ﬁqmnew product introductions
3 increase leverage over dfStribulion channels |
| it | MORGAN STANLEY
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SUNBEAM CORPORATION

Sinbeam Channel Management Opportunities
Filling Product Voids

» Opportunity to leverage relationships with customerS as a result of improved
service levels through "Project Full Time?

o Two levels of product voids withif a category which can be filled
-Sell existing Sunbeam products not already sold to customer
-Enter new productlineswwhicti the customer purchases but Sunbeam does not
yet produce
+ Could possibly license the Sunbeam brand name and outsource
manufacturing

oCapture valuable shelf space with minimal investment

o Build presence and strengthen relationship with customers

CP 021048
CONFIDENTIAL

¢96040

FIUTMIEOE1G LN MORGAN STANLEY
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SUNBEAM CORPORATION

Channel Management - Filling Product Voids
Opportunities to Expand Breadth and Depth of Product Line

Current Customer X Sunbeﬁm Shaf ¢/
Sunbeam Subeam  CostomerX  Product Line Poientlal Share Toal
Distribudon  ProductLines  Product Lines Size Penersn  Revenie Opportunity

HIQHO IAILDTLO0OHd OL LDOICANS - IFILLNIALENOD

18Z1ivL HAD

(SMM) (%) (SMM)

"~ Stand Mixers

Hand Mixers

Blenders

Breadmakers
Rotisserie
lrons and Sicamers

- e & o o

IO LU LY R LY VIR
N 00 0% ) 35% a0 70
00 N%I6% 50765
SN0 L S0 6% 28T 33

600 0o/ 8% 125/ 20

SO0 e 1% 0% 1S T30

L CnOpentrs
rCoffee Malers - - -

. Toasters

« WalDe Makers .-
Vegetable Steaners

¢ Toaster Oveng -~ * °
[Frying Pans ,
.+ Food Processors..
| R CookerslSeamers %
ThdorCeills T

Juice Exiractors

¢ Clous Jes

Ice Crusher

, Teo/Mot Beverdge Maker

Edeome Woks

" "Grock Pots/Slow Cookers

Deep Fryets

P s - L -
oo ® ® ® ® o5 o v o e

C 0
A
: -2030“ P AP

00 15k

- Electric Knife Sharpener

Meat Slicer
Blectric Knives
Pasta Maker

" Meat Grinders

Kitchen Gadgets

FIBBNREN10 12406, 17P

36020

(SMM)

+§25.0

+$17.6

CP 021048
CONFIDENTIAL

NAL
+842.6

MORGAN STANLEY

16div-026699



y 4 ] "/, S . - B
B R B E R FEEEEEEEERE N N NN N |

HIAHO IAILODILO0OHG O1 1D23JranNs - TYILNIAIINOD

Z8ZL1P¥L HAD

-
! IR ‘
(v :
. %r ) i
" il

SUNBEAM CORPORATION

inbeam Channel Management Opportunities
Filling Category Voids

o Critical to implement category management techaiques with mass merchant
channel in light of vendor consolidation trend

o Directly affected by service levels (“Project Full Time")

® Demonstrate "Retailer ROldmprovement” via total category business propositions
(versus individual prodactpropositions)

- Maximize category.profit per cubic shelf foot
-Develop relative profitability statistics
-Secure key customer commitments

o Shift retailer focus o "“menu pricing" for services
-Develop menu parameters and values
-Establish with top customers

¢p 021050
CoNHDENT\AL

196040

£ ,
GIIRIEMD 1903 404 : MORGAN STANLEY
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SUNBEAM CORPORATION
Channel Management / Filling Category Voids

-~ Success with "Project Full Tlme" Leads to Ellmmatcon
- of Category Volds with Key Customers " ‘

@ Strong Seles @ Margina) Sales I Calegbry Vold: Qpportunity

HIJHO INAILDTLOHG OL 1D3IMrGNS - IVILNIAIINOD

NOEIS & UUaoe
Wal-Mart @ @ 0 0
Kmart @ @ @
Targat Stores @ @ @ o
Price Costco @ @
[
% | Service @ @ .
g Merchandise '
é Home Dapot @ 0
Sears Roebuck @ @ @ @
| J.C. Penney @ @
0
2 Lowe's @) @ @ @
é Menards (P 024051 0
v ' CONFIDENTIAL

[ALOIRETUN LIRS E Y

MORGAN STANLEY
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SUNBEAM CORPORATION
Stinbean Other Operating Initiatives

¢ Execute 2 "Health at Home" concept and extend it to "Healthy Homes"
-Exploit "health conscious," "home as a sanctuary" and “self care trends”
-Leverage demographic trend towards an aging population

- Joint marketing and merchandising opportunities withdeading hedlth organizations

HIAYUO INILODILOMd OL LD3IrdnNsS - IVIANIAIdNGD

o Fix and aggressively transform the grill business to “Outdoor, Cooking”
-Take the kitchen outdoors
-Reposition gas grills as the healthy optian to charcoal
-Globalization of business (import’Buopean'styles and trends)

¢ Leverage 100% market share'in efectric blankets
-Build category awareniess
(G0 global with our proprietary position
-Raise prices to fimd.market development

» Develop both new market access opportunities and new ways to penetrate established channels
“Exploit the shop at home alternative channel trend and shift the mix from mass merchant
dependence
v Catalogs, Amway, QVC, direct sales, Internet, etc,
-Establish Vs in categories with no presence
~Explore institutional sales opportunities (e.g. food service, assisted living centers and lodgings
distributors)

P 021062

o Continue opening outlet stores
Continue opening outle cONFDENTIL

-Opened four stores in the 2nd quarter, bringing US. total to 10

g’g)gtﬁ)? @anncl to move slo-moving prodict

PSRN MORGAN STANLEY
16div-026702
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SUNBEAM CORPORATION

Advertising and Brand Management

o Renewed commitment to advertising has significantly improved consumers' latent-perceptions of Sunbeam’s
brands '

- Continued use of new advertising campaign is becomingnineteasingly effective 1n creating lasting
impressions with consumers

HIAAWO IAILDTFI0OHd Ol 1093rgagns -~ TWILNIAOIINOD

o The Sunbear brand has been steadily gainipg Strength

- Unaided brand awareness has reached niew highs

- Association with value fiasincréaseddn 10 out of 10 key brand imagery categories
o Differentiation between Sunbean and Oster brands has widened

- Sunbeath: good vafue for the money

- 0ster. professionally designed products

0 CP 021055
1 CONFIDENTIAL
:
696020

MORGAN STANLEY
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0 SUNBEAM CORPORATION
;
0 Advertising Opportunity
§ Repositioning the (Sinbeam Brands
;
0
;
1 0
8
i
Increased Brand - ‘New, Consistent lefla(gl::::ed,
.-Relevance , Papkage Design ' Merchandising
CoNvDy
0 . TIAL
: UNDEATN .Now There's A Bright Idea!
016020
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SUNBEAM CORPORATION
The New Sinbeam Brand

oo,

Captalzing ot ncreasing brand loylty'to build

V3IQHO AAILDILOHd OL 12D23ArdnNs - IWILNIAIINGD

o When asked "What is the brand for yous' Consumers identified Sunbeam as
#2 (second to Black & Decker) amonghe top 3 brands in its peer group, a
jump from the #4 position

o USA Today's annual"What's In, What's Out" identified Sunbeam as "in"
and Black & Decker a5-“out"

o Sunbeam was ated a top 10 favorite household brand according (o a
September 1997 HEN survey; brands such as Braun, Cuisinart, Rival, and
Toastmaster did not even make the top 50

g CP 021057
: CONFIDENTIAL
: 116020

PHOUMOSNE 1.4RL04 i MORGAN STANLEY
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SUNBEAM CORPORATION

Consumer Brand Ratings

“ . Consumers Asked, "What Brand Is for Me7" -

TR ————p R Rty
]'.4.-& Ak et Yo a0 e J ey
] ,'
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“Notenber 1995 Jamary 1997 - Change

£
t
)
'
i
i
i
|
b
v

'

Black & Decker 64% 1% +7

o W% 8% e e HD

Braun 51% 49% -2

KitchenAid 48% 43% g

Proctor Silex 40% 43% +3

CP 021058
CONFIDENTIAL
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SUNBEAM CORPORATION
Current Consumler Perceptions of W and @Swr Brand Names

HIAAHO IAILDTILOHA CL 1 D3radNsS - IYIANITIIANGD -

Sunbears (sict
Awareness Exceptionally high (96%) Ven high (32%)
Associatlons High quality, but dormant High quality, some link to Sunbeam
Appeal Broad scale, for women > 40 Strongest in blenders & clinpers
Marketing Strategy | Pul Pul
; Price - Mid<priced Premium to Sunbeam
| Channel Mass merchandiser focused Mass merchandiser, depariment store
| Positioning Seen as good quality and value Close to Sunbeam, linked to Osterizer
heritage
KeyCompetitor Black & Decker Kitchen Aid
Product Good quality, modest innovation Good quality, modest innovation
Leadership #1 in blenders, blankets & grills #1in blenders & clippers, U.S. and
0 Latin America
,IE Personality Friendly, warm, female . . co%i?ggﬁm
O A [ 1L B
. MORGAN STANLEY
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SUNBEAM CORPORATION

"What's In, What's Qut"
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SUNBEAM CORPORATION

Marketing, Licensing and Merchandising Opportunitie

o« Make vs. license decision

Licensing presents immediate profit opportunities

Strong Sunbeam brand name provides opportunities forJicensing

+ Cookware, flatware, kitchen gadgets, Jighting, e(c:

Heritage items can be licensed immediately

1

+ Razars, kitchen/cooldng produefs, grills, etc.

v Qther products.may require image development prior to licensing

I

Decision based upon distribution, manufacturing and other core competencies

- The Company is constantly evaluating new licensing opportunities

», Advertising opportunify

- Ability to out-spend the competition due to high level of expected free cash flows

CP 02106+

- Well designed advertising campaign is overdue in the industry and impact s expected to be high CONFIDENTIAL

+ Indusiry marketing is usually centered around co-0p advertising

P10 T8N PG S L 6 0 Z 0 MORGAN STANLEY
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‘SUNBEAM CORPORATION

Annotated Closing Shate Price and Volume Analysi$
Last Three Years

HIOHO INILDILOHS OL LOJIr9AsS - IVILNINAINOD

Yolume
Price
Aorli 10,1807 Oclobar 23, 10)
(3) Tha Companyloday The Company reporied positive 30
i anvounced plana [o Jaunch oarnings of $0.39, 8 cemarkable $058
i Iis frel-Gver Integrated bottar than Ing (0,19) raporied In 3086,
} Novenbar 12, 1996 makellng progrem 7
: ; The Company ernounced 18 lor Grilmaster (R) gas grils to
50 May 16,1985 plans to cut (13 12,000-person e coniur)zfm r% 8.000.000
The Company sakd i secondquarter and 1985 | (workdorce in hall, conwotidalgor purilpgting elalers
eainings wil not Mae! analysty'reduced esimates,)) oll 39 of 1y 53 faciiiles and Oclober 8,199
4 OUldoor-product ales lagged Introduce 30 products s year [f. March 17, 1997 Tha Gompany annpunced the
| I e hor 1o doubitsging The Compary | [inraduction of s new FrashSource wales
March 30, 1396 infhyo yotrs aveutcad hal purficalon sytem end AlergySmad ai
Yha Companys compaleaIne sal M titration system, which are expacted (o
40 ) shares fgl 4.1% I ol s suldoer contribute $100 MM (o 1990 sales.
aart announceg Sept, 1871905 ; Turnityte bustness o
That | axpects Tha Company sald s (hqustiar warnings wil bel U.8. Industrles inc, 7 5 000.000
{irgt-quades * Inlhe bow loans, Delow analys! apectalions, | Yot sbout $120 millon
aainings ¢ bacaune oldow suigaot i hetehold producly [ June 25, 1667
Defow andlyst May 13,1997 | | 1The Company announced ine complation
asimalos The Company | J fof five andliional iniernationat datribulion/
0F Aprit 19, 1996 aidil maskallng agreament signad during the
Chaliman and Chlt completagina | | |second quarte o 1987, bringlng e lotal
Excutve Roga Schipka Fabruary 18,1907 11 oy oy 1y 1021 sinca Durtap folned
announced that he would: The Company signed || giadelord,
bg rasighing altar faltng truan distridution or Ine. tedlle 1
1o furh the Campary licanging agraemants m:;g I: m‘ 4,000,000
uoun\ Invasimnt
20+ January 32, 1997 oup lht
The Company said it wil Inctudas he | |
sall s ima rg Plants workin
lamparalirg busingsses
r | 10CIT GroupNeniure
! Copltal Irc. for an
July 13, 1696
Albery1 . buﬂlp undisclosed 12,000 000
10r named Chalsman and
CEO of Sunbeam
(l
|

0 ‘ 0
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SUNBEAM CORPORATION

Directors and Officers

Shares
Name (Age) Appolnted  Committee(s) Positions with Company and Ofher (including options) "

[qside Directors
Albert ). Duntap (60) 1936 Exceutive Chairman of the Board of Directors and Chief Executive Officer of 2156231

Sunbeam Corporaion since July [E:1996.

Russell A, Kersh (44) 1996 Executive Executive Vice President, Finance ad Administration of Sunbeam 307484
Corporation since July22, 1996, and has been o Director since
August 6, 1996,

HIAHO IAILDR1L0™UAd Ol 1. 23MrdaNs - IYLLNIAH4NO D

Qutside Directors o
Charles M, Elson (17) 1996 Audit and Director since his appointment to the Board on September 25, 1996, 7,500

Compensalion™ ", Mr. Elson has becn a Professor of Law at Stetson University Colleye
olukaw since 1990 and serves as Of Counsel 1o the law firm of
Hotland & Knight (since May 1995).

Howard G Kristol (39) 199 Exccutivend  Director siace his appointment on August 6, 1996, He has been 2 1500
Audil pariner of the law firm of Reboul, MacMurray, Hewi, Maynrd &
Knistol singe 1976,

Peter A, Langerman (41) 1990 Exccutive and  Director of the Company since (990 and secved as Chaitman of ihe 0
Compensation  Board from May 22, 1996 umid July 18, 1996, Since Novembes
1996, Mr. Langerman has been a Senior Vice President of Franklin
Muteal Advisers, Inc.

Witliam TRiter (66) 1997 Audil Director sinoe his appoiniment on April 8, 1997, He is & Senior Vice 1,000
PresidentManaging Director, Privale Banking, First Union National
Bank of Florida, 8 position he has held since 1986,

Faith Whittlesey (35) 19% Compensation ~ Member of the Board of Directors since her appointment in 3,500
December 1996, Mrs. Whittlesey has served as the Chiel Executive
Officer of the American Swiss Foundation since 1991,

L CP 021085

I CONFIDENTIAL

»

oy Notes: (1) Common shares and options exercisable within 60 days, including those hetd beneficilly, disclosed in the 417097 proxy statement,

N fucks d 100,000 resiricred shares held b . h respectively. ’

8 ) 8“!:;56 @62603»1 00,000 resiricte ¢ld by Messrs. Dunlap and Kersh respecrively RGN STNLE!
FITRINI G 203003 ARG . G
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SUNBEAM CORPORATION
Analysis of Shareholdings

HIAHEO ANILDILO0OHY OL L D230aNs - TVILNIAIINOD

(000s)
Holdings % Holdings %
Institutions (1) Insiders (2)
Franklin Mutual Advisers, Inc, 17541 192%  Albert]. Dunlgp{(Chaimman & CEQ) 2158 2.4%
Alliance Capital Management L.P. 10,080  110%  Rugsell AyKersh(EVP - Finance & Admin) 307 0.3%
Columbia Management Company 5050 55%  DavidC. Fannin (EVP - General Counsel) 69 0.1%
Fred Alger Management Inc. 2643 29%
FidelityManagement & Research Co. 2353 #26%  Other Directors & Executive Officers 078 11%
TIAA-CREF [nvestment Managementl 2,170, 24%
Alex. Brown Investment Management 2,005 23%  Total Insider Holdings 3513 14%
Wells Fargo Bank, NA. 1,552 % 1.7%
Colymbus Circle Investors L3407 1%
New York State Common Retirement Fi [ 1,489 1.6%
 Strong Capital Management, Inc. 1258 14%  Other Holdings 0.4 (1.1%
Husic Capital Management W2 _ 1% —
Top 12 Institutions 497  536%  Total Common Shares Outstanding (3) 85,166 _ 93.1%
OtherTrstinutions (148 in tota) U3 U0% Options Qutstanding {12/31/96) 6,272
Total Institutions (160 in total) 10912 77.6%  Fully Diluted Shares Outstanding N1 1000%
9 bies; (1) Based on Technimeires ownership tun died 571 197, cP 021068
g . :;: :n:ed‘anquclyducd ll‘l;n"\!t‘lulpudunpﬁom taecinable within 60 days and resiricied share, COM':“:)E'\mAL
5 {3) From 10Q dued 698,
0860¢0
MORGAN STANLEY
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SUNBEAM CORPORATION
Market Statistics for Selected Comparable Compantes

Eps"! PIE Prej.§ yr.
LTM Price Matket Valug Tiltodsr ~ Culendsr  CY98 PR/ CY99 PE/ EPS
Company price” “HEh_Low Eully Aggrepate™ LTM TOOE TOWE LTM THE DOWE Growth, Growth rowth”

Consumer Durabley/Appllences
Black & Decher 928 55000 S296)  F48e9)  BESNO  £2M 8265 B2 29 x 16 pmisl 2 10 0%

($nm, exceg! per share daso)

Snap Ot B B3 M2 28T NS b 2 s 66 D& nap 12 10 N \
Stanley Worla 6 R BN 4187 4391 M e 0 1 19) el 16 14 10
Toro 38.5‘6 8 N 412 Wy A ANy Ny 08 K 0 s
Neweli Compaaiey TR T Y | I P8 0346 BOE 1 200 SN, DESBE 106 1) 11150
Muytag s W NN 1600) AN 18 450 I A9 W N U b 95
Polaroid Al s S | 854 RS % 00N 184 18 I 08 120
Eastman Kodek P T T LT 1 L T [F JR v R L Rl N | B VS T L Y B B 16 14100
Whirtpos! 89 B0 Bl 67 2% %0 3y 4y 04 WS o 14 14 100
Medlan: W 85 WO W 13 Y%
Meat: XS IR 15 1 Hy
Consumer Packoged Goods
Rubbermaid 0505 $3050 SN NI sma 8l 09 8 M T UEx M 0%
Gillente 10009 10608 00 @ SEIRT PR 2 30 1S5 A7 N4 M2 19 16 140
Tuppervare o e St S BT A s L9 W DR oS b L 30
Procter & Gamble 050 N0 S8 1068474 1090424 28 290 AW M) Wl A 19 130
Cloros WL 08 N ATV N TS B 3 N [ N 1% B LR A 1 18 138
Kimberly.Clirk S99 %688 415 06608 JLEESD 247 285 32 ) 18D 67 1S 1310 \

Johaftn & Jobason 81 6044 511D MRLE LMD 240 M We MB Ul 18 16 tad
Calgate-Psimolive 950 7860 468 106 WMWY ¥ 1 A1 M WY %8 I e

SariLee G5 SR80 880 60883 BMST O a0 Xm0 20 N8 ) 18 18130
Medinp; MIr Wl NEx 1Y L6 0%
Musn: By 11 ue 13 L6 136
Sunheam (3) 746 58044 SM)  BIENS SMSD 0 R0%0 S0 65 NMox 1o 10w 09 x 07 0%
Notes:
Ti7 Clnamg prees a of 3. Figh and ow epecsent the et 57 week fgutes CPO21087
() Aggregale valoe ¢quls market velue of equity plup shomtemt deb, fong 1enm debi, minoriy Iniresta and any capila ¥eeses 8ad undesfunded pensions, bs apeoprine co NFIDENT! AL

(J}BES medlan EPS eatimales esof Y291 g valenderized to December It for 1990 and 1959
(4) (BES median longrierm growih entimates 13 of 184
gg 0 ? ﬂ)m:fmurch dated 1178/97; 1953 and long fesm growth estimates based on medias of BES meditn long-term graweh entimare 88 of 12191

MORGAN STANLEY
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2 Analysis of Institutional Shareholdings
é,, Total Ausels
C Under Curreal Cumulstlee __Report
| E Inslisution Fauity Orlentation Management Change Heldbngs W50 %150 Dals
|
: rc'} Frankin Ml Advisen, I Growth " IR K TTA T R} s  ehom
- Mizrce Capita! Manggement L P, Guowdh, Value M) phos 00 1108 0% s
- Colmoia Managemenc Company Guowld, Vlue 65 10080 S0NM0 358 TN ST
0 Fred Alger Management Inc. Inder (1) 784,400 160413 1% Bex
B Fidelily Masagemen & Research (o, Growth, Velue, Income LA YU 230,60 26% am  yon \
0 TIAA.CREF lnvesimen Managemen I, Gaowth, Inde 6.3 (08,40 N0 1149 0y o '
H Alex, Brows Investmens Management Crowh k] 586,600 W I 5% e
O Welh Fyrgo Bask, N.A. Index th nm 1553169 1% 0y 091
o Columbus Circle Investot Growh i) $am L0 1% U YN
< New Yo Sat Common Reiement F4. ndes oo el s 0% e
m Suong Crpita! Management, lnc. Growh, Value Ud 10200 1284150 | 4% e
3 s Capin Managenen Orow U aml e s s
o] Brown Broibets Hamiman & Co.(Asiai} Growth Wi () LIS 12% U em
m Vilenavehs Capital Management, nc. Growh 03 141,7M 1098000 1.2% 0% 6
2 ARCO Inveriment Munagement Ca Gowth R L Y RV 2% G
Dyncan-Hutst Capital Managemn Crowih 9 462,460 915,760 1.0% bL ¥ T Y
Smith Bamey Invesiment Advisers Growth, Vylue 110 LML men 1.0% Al 610%
Sloate, Weisman, Murtay & Co,, bnc, Vilue 11 (740 171088 10% 0% 6w
Burchiys Global lavesiors, N.A, Growth, Value, lodea¢Quant. () I AN wan 0.8% 03% 63!
Nicholas- Appleqate Capiral Mgm, Geowth no UMY mre 03% 0% 6
Caifon Pubic Enployens Rimal, Growld " 0 MED 0% I8 60
Founders Avse! Managemen, Inc. Crowth, Value (] %17 [YIRN] 0.1% 6).3% 1097
Neuterper & Bemin, LLC Yalue, Growth U (14544 611430 0% [ALL T 7 H
Dean Witier terCapita frc. Growih, Vglue 1) 197,000 ".om 0% LT T )
Cadence Capital Mamagement Growh 10 570,00 §70.J00 0% 6% gow
Chancellor LOT Assat Management, Ing— Growth, Value,ladex Mo AN B0 6% oIy G0n
Bankers Trust Company (last, Mimi} Indes, Growih, Value [ (NN 26,700 0.6% wis &0
General Electric Invegiment Corp, Growih, Vatue M §,000 16,00 0.6% 61.0% o309
* Colifuemia Suate Teschers Reiiremen Indea s 1R ] 0.5% 15, T
CoreSittes Bk NA, (PA) Income 7] W2H nsy 0.5% 0% 83097 \
§8C Warburg . w ' v “500 H1500 0.5% 659 om
Eigle AusetManagement, fnc, Coowth, Vike 15 w1e 44378 0.5% (31, T )
N.Y, Sute Teachen’ Retirement Inder ’ M 1450 161900 (71 Y ¥ | S 11\
Munvin & Palmet Associaics, Inc. Vil 1} 0 M0 0% B
Perpetusl ple v L 10000 30,000 04% 101% M
Top ¥4 tngltutions 14950 H4121.006 N1%
Remaining 125 Imstivions 16149 4,735.18) 14%
Tl lnl(vh{l’aml Hidingt | 121,09 10312319 1N.6%
Odwer Holdings 030 _ Rk
Tou! Futly Diluied Shwres Oulstanding 91417 M6 00%
- L —
Semmiry o Lates | IF Reports
gttt incteased boldings, of which ¢ were new invesion o st ime Glers ' CP 021066
17 teattutions icrensed hokdings, of which O efiminated thels pasitions c ONFIDENTIAL
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- MINUTES OF A MEETINGOF -
“THE BOARD OF DIREC TORSOF v

. THE-COLEMA:\-‘ COMPANY,INC.

~ Held on Friday, February 27, 1998 a¢ 9:30 am. (EST) - -

.35 East 62nd Streer, New York, New York . ol

" Directors in Attendance: " - et
R Jerry W. Levin, Chairman
', Donald G. Drapkin R
-, Frank Gifford .~

. Lawrence M. Jones: .
- ‘AnnD. Jordan L AL

- Tohn A, Moran( by telephone)

- ‘Ronald O, Perelman s

" James D.Robinson 11
: ‘.,'-Bmc':e_,Slm'in‘ S s SR
William H. Spoor (by c'elep-hone); L

‘b(_)';hwérs~ihnAuen&z‘iﬁcé:-j S Ay
i .. From The Coleman Cori;:p,an_\f.‘l‘nc. S TR S T
S, oseph P.Page. Exccutive Viee Presidem and Chief Financial O

fhcert

J
‘Paul E. Shapiro. Execiiiive Vice President and General Counsel
, ‘ Steven R. Isko; VicePresidem - Legaland Assist'a‘rit_LSeCretary
" From MacAndrews&Forbesf?-" BT e
% . Howard Gittis/*
~ James Maher".
o William Nesbjts :
From Wachtell Lipton, Ro‘s_ei; ;

-+ Adam O. Emufterich ="
- PaulK: ‘Rowe .. -

_ - Michael§. Kapzke .

 FromCredit Suisse FirsljBo'ston :

Gordon Rich. - -
, Robert Duffy

—— Chairman Levin called the meeting to order at 9:3‘(‘_‘)"4 .m. and asked Mr. Is'ko}v(;}adt'é_s:“:” o
o Secrétary of the meeting. Mr. Levin thanked eve '

which was Subsequently described by Mr. Rich. Mr: Levin 'theny asked Adam Emmerich of S
',Wachtcll, Lipton, Rosen and Katz (“Wachtell”) to review the proposed transaction Structure and = - -
the tionSidéralion to be received, . AT R
rsn-.mzina.;,z;.-;,ac: . o

'1.'

MS 11
. CONFIDENTIAL . SASMF 08881

o CONF’I‘D:E‘N;I-'IAL-SUB‘J‘Elé:l:-ffé ﬁhd‘TEcT\vlvquDER T . CPHos34o65
o - L s - o - 16div-026719
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© February27.1993 e
~_Board. Mceting Minutes - L R

e " Mr. Emmerich reviewed with the Board the transaction structure, utilizing a chart which
was distributed to the Board (a copy of which is attached to these minutes), and the cons:der:mon
10 be received by the public stockholders of the Company and by MacAndrews &: Forbes _ :
- Holdings Inc. (“M&F™) for the sale of CLN Holdings Inc. (“CLN Holdlnos ) 2 parem compam ;
' :of the Companv and by the Compan\ s pubhc slockholders :

- Mr. Emmench thcn review ed the terms of the pnnc:pal documems for lhe transacl.on
* utilizing 2 summary of such documents delivered to the Board (a copy of which is auached 10
these minutes). Mr. Emmerich reviewed with the Board the conditions to.the first siep. the
" merger of CLN Holdings. and the conditions 10 the second step. the merger of the Company and -
- the exchange of its common stock held by the public.  Mr. Emmerich reviewed again with the -
.. Board their dullcs under- Deh\\ are la\\ Mr. Emmerich then rf:spondcd‘lo questions from"the ‘

N © Mr. Levin then introduced Mr. Gordon Rich of Credir'Suisse First Boston ("First .-
-~ Boston™). Mr: Rich reviewed the financial terms of théyproposed transaction, noting the =~
- differences from the terms that exisiced on Wednesday.in particular the increase in the cash
component of the consxderauon t0 S6.44 per Company share and the decrease in the c\chanue
- ratio of Sunbeam shares per Companv share 1043677 Mr. Rich reviewed with the Board reused
pages to the First Boston presemauon delivered omWednesday (a copy of such pages 'u'c
" attached to these minutes). ‘Mr. Rich stated that the revised financial terms, based on o
 Wednesday's closing price per Sunbeam share, has $0.31 less value per Company share- than the
~_previous financial terms, but that based on yesterday’s closing price for Sunbeam’s common
“stock the value 10 the stockhglders’of the cash-and stock to be received in the merger was.
: approxnmatelv 1he same as-on Wednesday Mr Rich then responded to quesnon from the o
dlrectors { € : S - - S

Mr. Rich then stated that it was Fu'St Boston’s opmlon that the cons:deratxon to be
recen ed by the pubhc stockholders of the Company is fair from a ﬁnancxal point of view.

) A dlSCUSSlOl’l then ensued about Sunbeam's pendmg acquisiuons and Mr Maher
reviewed for the Board Sunbeam’s contemplated acquisitions of Slgnature Brands (whxch owns
- the Mr. Coffee brand of coffee makers) and First Alert. :

Mr Levm revnewed thh the Board the terms of the proposed transaction that relate to
employee severance and benefits. Mr. Levin described for the Board the principal terms of the
Executive Severance Policy 10 be adopled by the Board, the severance policy to be offered to '
employees that are not participants in the Executive Severance Policy, and the acceleranon of
stock options upon the closmg of thc acqunsmon of CLN Holdings. '
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e \lr Lt:\ n then mtroducchaul Shaprro Gcneral C ounsel of lht. C ompan\ w hn m iew cd -
- with'the Board the proposcd resolunons to be adopted . : ’

A monon was dul\ made and seconded to approxe the follo“ mo resoluuons

B WHEREAS itis proposcd that CL\ Holdings emer into an Aoreemem and Pl'm of
.. Merger (the “Holdings Merger Agreement™) with Sunbeam, a newly formed subsrdlar\ of . -
~ Sunbeam (“Laser Merger Sub’ ") and Coleman (Parent) Holdings Inc., pursuam 10, which CL\' ,
. Holdings would be merged- with Laser \'lervcr Sub. w nh CLN Holdings as the surv’ N ing entm :
e (thc Holdmgs \rleroer ) o o

e W HERE AS, in the Ho]dmos \Ieroer lhe sh.xres of Holdmﬂs Common Stock par \alue ‘
" S1.00 per share (“Holdings Common Stock™). issued and outstanding immediately prior to 1he

- effective time of the Holdings Merger will be converted into thie right to receive in the aggregate

7 14,099.749 shares of Sunbeam common stock: par value S01 per share (“Sunbeam Common ..
Stock™), and $159,956.756 in cash. w ithout interest thercon:dnd each share of Laser 'Vleroer Sub »
.+ .common stock issued and outstanding rmmcdlatelv prior to Such time will-be converted into one
- " share of Common Stock. par v alue S1. 00 pcr share oftln. sury n mo corporatlon in: the Holdmns
g Merger; and Gl :

W HEREAS. it iS'propoéed that. céncurrently with the execution and’délivery of the -
Holdings Merger Agreement. the Company'enter into an Agreement and Plan of Merger {the’
. "Coleman Merger Agreement”) with Sunbeam and a newly formed subsidiary of Laser:-
" (“Coleman Merger Sub™)., pursuant 1o Wwhich the Company would be merged with Coleman
‘Mcroer Sub with the Company as theysurviv ma enu\\, (the Coleman Merger Y;and

WHER.EAS in the Coleman \Ieruer each share of the Company s Common Stock par
value $0.01-per share (Coleman Common Stock™), issued and outstanding 1mmed1ately prior to
the effective time of the Coleman Merger (other than (i) shares of Coleman Common Stock
owned by the Company, Sunbeam or any subsidiary of the Company and (ii) Dissenting Shares
(as defined in the/Coleman Merger Agreement)) will be converted into the right to receive (A) -
0.5677.shares of Sunbeam Common Stock, with cash paid in lieu of fractional shares, and (B) |
$6.44 incash, without interest thereon; and each share of Coleman Merger Sub common stock
isstied and outstanding immediately prior to such time will be converted into one share of '

Common Stock, par value $.01 per share, of the survwma Company in the Co]eman Meroer and. . S
‘, W'HER.EAS F:rst Boston ﬁnancml advxser to the Board of Drrectors has made a . : O
presentation to the Board of Directors regarding the Holdings Merger and the Coleman Merger [o's] 4
- and has advised the Board of Directors that, as of the date of hereof, the consideration to be o a)
received by the public stockholders of the Company in the Coleman \derger is fair to such. '
stockholders from 2 ﬁnancral point of view; and
FShupmea tshe I0ERAMIR 22 -! ' ~ .
. 2
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WHEREAS, upon careful consideration of the information presented by management of
the Company, First Boston and the Company’s other advisers, and after full discussion of those -
~ matters which the Board of Directors believes are necessary or appropriate to enable it to.
evaluate and reach an informed decision regarding the faimess and advisability of the Coleman :
" Merger and the respective transactions contemplated thereby, including the Holdings Merger. the
_ Board of Directors has determined that it 15 advisable and in the best interests of theCompany"
. and its stockholders to approve the Coleman Agreement and the consummation of-each’of the
’ ﬂlransacuons comemplated by such agreement. mcludmu lhe Holdings ’\/lereer and

WHEREAS itis proposed (hat the Compzm\ adop( and nmplemem an E\ecumc
Severance Policy in substantially the form provided to the Board of Directors and that the .
" . -Company enter into certain emplovmem arrangements with Jerry WalLevin, Chairman of lhe
Board and Acting Chief Executive Officer of the C ompany, and Paul E. Shaplro General _
: Counsel substantlall\ in the form of the agrcemems prescnled to the Board of Dlreclors and S

WHEREAS Coleman W orid\\xde Compan\ ¢ Ay orld\ndc %) mrends 10 redeem a]l of its.
* outstanding Liquid Yield Option Notes due 2013 o May 27, 1998 or as soon as practicable
 thereafter and following such redemption intends tounerge \u(h and mto Holdings with Holdmos -
T Tas lhe surviv mt7 Companv (the " \\ orld\ude-Holdm"s \1erucr ;- ‘ -

L Now, THEREFORE. BE IT._.
A roval of | ‘o'leman Meft;ef<a'nd le'ma" Merné,- .\nrc'é;ne 1

‘ RESOL\’ ED, that the Coleman \1eruer is ad\ 1sab!e :md fair to :md m the best mter&sts of
. the Company and its stockholdcrs and ~ :

RESOLV ED. lhat the form terms and provns:ons of the Coleman Vlerger Aereemenl in
substantially the form.attached hereto, and the consummation of the transactions contemplated
thereby, includingthe Coleman Merger and the Holdings Merger, be, and they hereby are,
authorizéd, approved and adopted in all respects, and that any officer of the Company be, and
each of them individually hereby is, authorized, in the name and on behalf of the Company, to
execute, acknowledge, certify and deliver the Coleman Merger Agreement with such. -
.amendments and/or supplemental or additional related agreements as are contemplated by the
Coleman Merger Agreement, and as the officer or officers executing the same shall approve,
such approval to be evidenced by execution and delivery thereof; and - - - '

RESOLVED, that the Board of Directors does hereby recommend that the stockholders
of the Company approve the Coleman Merger Agreement, as the same may be executed and -
acknowledged on its behalf by its officers; and that the Company perform its obligations in
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accordance w 1lh the Coleman \Icrocr —\"reemem and lhe other i mstmmems and a"reemcms

.comemplated thereby; and

Delaware Business Combination Statute

RESOLVED, that the Holdings Merger and the transactions contemplated by the_
Coleman Merger Agreement, including the Holdings Merger, are hereby approved for purposes
of Section 203 of the Delaware General Company Law (the “DGCL”) which transactions may
result in any of Sunbeam, Laser Merger Sub or Coleman Merger Sub becoming an “interested

‘stockholder™ within the meaning of paragraph (a)(2) of Section 203 of the DGCL and b\ any

other similar laws that may be deemed applicable to the C ompany; and

- RESOLVED, that the Board of Directors hereby approves the \\"orld\\-‘ide-HoIdihgs

. Meraer solely for purposes of Section 203 of the DGCL which transaction may result in anv of
S 3 purp . Y

Sunbeam, Laser Merger Sub or Coleman Merger Sub becoming an\interested stockholder™
within the meaning of (a)(2) of Section 203 of the DGC L and by any other similar laws lhat may

be deemed apphcable to the Company:and -

‘Adoption of E&ccutivc Se\'e[ancs: Policy

RESOL\ ED, that the form. termsdnd provisions of the Executive Severance Pohcy mn
substantially the form presented to the Board'ef Dircctors, and the consummation of the"
transactions contemplated thereby, be, and hereby are, approved and adopted in all respects; and
that any officer of the Company be, and each of them individually hereby is, authorized, in the
name and on behalf of the Company, toitake, or cause to be taken any and all such actions as in o -
such officer’s judgment shall be/necessary, desirable, appropriate or advisable to implement,
carry out and effectuate the Executive Severance Policy; and

ncrea: g

RESOLVED that the target bonuses for the followmg persons under the Company ]
Management Incentive Plan are hereby approved and adopted in all respects: ' -

Hiro Suzuki 50%
Anthony Lenders =~ 60%
James Rasmus 50%
Gwen Wisler 50%
Kyle Wendt " 25% o
Bobby Jenkins ~~ 50% N
Karen Clark 50% o
Gary Patten 40% (Vs
F Shepio bis 1LBaA Ry 225 asa? 5 ° g o
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7 Approval of Certain Employment Arrangements®

RESOLVED, that upon information provided to ‘the Board of Dfrectors and upoﬁ such
other matters as are deemed relevant to the Board of Directors. the Board of Directors finds/that

-the form, terms and provisions of the agreements with Messrs. Levin and Shapiro are fairto-and

in the best interests of the Company and its stockholders and hereby approves and adopts each of
such agreements, substannallv in the forms provided to the Board of Directors as.of the date
hereof; and -

RESOLVED. that anVonfﬁ‘cer of the Company be. and each of tHem individudll_\' hereby
is, authorized, in the name and on behalf of the Company, to execute and deliver such
employment agreements substantially in the form provided to thesBoard of Directors as of the

date hereof, with such changes therein as the officers executing the same may approve. the
.execution thereof by any such officer conclusively to evidence the,due authonzanon approval,

and adopnon lhereof by the Board of'Dlrectors and
ecurities and Exchan"e ommi sion Eil 'nw

'RESOLVED, that in order for the C ompany to comply with all applicable requiremehls
of the Securities Act of 1933.-as amended. and allrules and regulations thereunder (the -

“Securities Act™), the Securities Exchange Act of 1934, as amended, and all rules and regulations
* thereunder (the “Exchange Act”), and the rules and regulations of the New York Stock Exchange

(the “NYSE"), any officer of the Comipany be, and each of them individually hereby is,

authorized, in the name and on behalfof the Company. with the assistance of counsel, to prepare,

execute, deliver and file with the Securities and Exchange Commission (the “SEC™), the NYSE
or other relevant body any and all reports, statements, documents and information required to be
filed (the “SEC Filings™) by the Company pursuant to the Securities Act, the Exchange Act and
the rules of the NYSE, including, without limitation, to the extent deemed necessary or
appropriate by any officer, after consultation with counsel, preliminary and definitive proxy
materials (including an information statement meeting the requirements of Schedule 14C under
the Exchange Act) and any amendments or ‘supplements thereto or other documents required in
connection therewith as such officer deem necessary or appropriate in connection with the
approval of the Coleman Merger Agreement and the consummauon of the transactions
contemplated thereby, including the Holdings Merger; and

RESOLVED, that any officer of the Company be, and each of them individually hereby
is, authorized, in the name and on behalf of the Company, to (i) appear before and respond to
inquiries of officials of the SEC and the NYSE in connection with the SEC Filings, (ii) pay any
fees and expenses incurred in connection with the preparation and filing of the SEC Filings, and
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(iii) take such other actions in connection with the SEC Filings as the ofticer or officers taking -
the same shall deem necessary. appropriate or advisable; and

RESOLVED, that any officer of the Company be. and each of them individuz’xll.\" hereby
is, authorized. in the name and on behalf of the Company, to take all action necessary or .
appropriate to mail or cause to be mailed to the Company’s stockholders definitive proxy,

- materials together with such other documents (including without limitation a cover igtier fo

stockholders) as such officers. upon the advice of counsel, deem necessary or appropr ke in
connection therewith: and '

) E!!ga gements

RESOLVED, that the Board of Directors hereby approvestheiengagement of First
Boston as financial advisor in conncction with the transactions centemplated by the Coleman
Merger Agreement on the terms reflected in the form of engagement letier provided to lhe Board
of Directors, and any officer of the Company be, and each of thenyindividually hereby i is,
authorized. in thc name and on behalf of the Company. g enteéinto an engagement letter and -
indemnity arrangements with First Boston in connéction therewith. all in such form as the .

- officers exccuting the same may approve. the gxecution thereof by any such officer concl_lisi\-'ely

10 evidence the due authorization thereof bythe'Boardrof Directors, and to take such actions as
may be necessary or advisable to complyAtith the terms of said agreement and to consummate
the transactions contemplated therebyand

RESOLVED,. that any ofﬁcer of the Company be, and each of them mdxvndually hereby
1s, aulhonzed in the name and on/behalf of the Company, to engage such other advisors and

.other agents as may be necessary or ddvisable in connection with the Coleman Merger and the

other transactions contemplated by the Coleman Merger Agreement, including the Holdings

" Merger, and enter into engagement agreements with such firms on such terms as the officers

executing the same may approve, the execution thereof by any such officer conclusively to
evidence the due authorization thereof by the Board of Directors, and to take such actions as may
be necessary or advisable to comply with the terms of said agreement and to consummate the
transactions contemplated thereby; and : .

tions bv Subsidi

B R A N B =

RESOLVED, that any officer of the Company and its various subsidiaries be, and each of ~N -
them individually hereby is, authorized, in the name and on behalf of the Company and such =
subsidiaries, to cause any of such subsidiaries to enter into any agreement and any transaction o
relating thereto, and to consummate such transactions, as may be necessary or advisable in g ‘
fsvhau‘hu')"‘lﬁlcl-‘fnh: 7
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connection with and in furtherancc of the Coleman Merger -\urecnn.m 'md the lransagnons

comemplated thereby, mcludmu the Holdmvs Merger: and

!3eg;llatgr_v Filings

RESOLVED, that, in order for the Company 10 comply with all applicable requirements
of the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the “HSR Aet™). and
the rules and regulations thereunder, including, but not limited to, the filing requiremenits
thereunder, any officer of the Company be, and each of them individually hereby is. authorized.
in the name and on behalf of the Company, with the assistance of counsel, 4o prepare! execute.
deliver and file or cause to be prepared. executed. delivered and filed all reports; statements.

- documents, and information required to be filed by the Company pursuantto the HSR Actand to .
respond to all requests for additional information and 1o meet or cofifer with, or to cause counsel -

to meet or confer with, officials of the Federal Trade Commission or the Antitrust Division of the .

. Departmemt of Justice relating to any transactions contemplated bythe Coleman Merger
Agreement, mc}udmu the Holdmos Merger; and

RESOLVED, that any olﬁcu of the Company be. and each oflhem mdl\ 1duallv hcrebv
is.-authorized to cooperate with Laser in the preparatién. execution, deliv ery and filing of any
other reports. statements, applications and informationwhich may be required to be filed by

Sunbeam, the Company or any of their respective subsidiaries in connection with the transactions

contemplated by the Coleman Merger Agreement, including the Holdings Merger, or any other
agreement contemplated thereunder; pursuant to the statutes, rules and regulations of the federal.

‘govemnment or any applicable state, local or foreign authority or regulitory body; and

 Cenificate of \r{ lerser

RESOLVED thatiin order for the Company to cbmﬁly with all app‘icable reqdirémerﬁs

* of the DGCL, the.appropriate officers of the Company be, and each of them hereby is, authonzed

and directed, in the name and on behalf of the Company, with the assistance of counsel, to
prepare, execute, deliver or cause to be prepared, executed, delivered and, at the appropnate time
as contefplated by the Coleman Merger Agreement following the approval thereof by the
Company’s stockholders in accordance with the provisions of the DGCL, file or cause to be filed
with the Secretary of State of the State of Delaware, a certificate of merger as required by the
DGCL in order to effect the Coleman Merger, and any and all additional documems and
information required to be filed therewith; and:

\ e'stioof leman Common Stock fi he

RESOLVED, that subjeét to the consummation of the Coleman Merger, any officer of the
Company be, and each of them individually hereby is, authorized, in the name and on behalf of
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the Company. (i) 1o take all sieps necessary or appropriatc. upon the advice of counsel. to causc

"the Coleman Common Stock to ceasc ta be listed on the NY'SE, (ii) to appear before and respond .

to inquiries of officials of the NYSE in connection with the foregoing. and (iii) to take such other
actions and-do such other things in connection therewith as the officers taking or doing lhc same
shall deem necessary, appropnate or advlsable' and

Pavi {

RESOLVED, that any officer of the Company be. and each of them individually hereby
is, authorized, in the name and on behalf of the Company. 1o pay all fees ificurred'bwithe
Company in connection with the transactions, including. without limitation, fees and expenses of
the Company's financial advisors, fees and expenses of the Company'’s legalcounsel, filing fees
and printing expenses, and to make all payments as they. or any of them individually. shall

‘determine to be necessary or appropmtc. such pavment to be,conelusive evidence of their
" .determination; and

-Litigation

RESOLVED. that any officer of the Compant: be. and each of them individually hereby
is. authorized. in the name and on behalf ofithe Company. o take any steps in connection with
initiating, defending or settling legal proceedings in'any federal or state court or agency as they,
upon the advice of counsel. deem necessary or'appropriate in connection with the transactions
contemplated by the foreooma resolutions; and

xpense :
RESOLVED, that any dfficer be, and each of them individually hereby is, authorized, in

the name and on behalf ofithe‘Company, 1o pay any and all expenses and fces arising in
connection withghe matters contemplated by these resoluuons and

General

RESOLVED, that any officer of the Compans' or any person or perséns authorized in
wnting by any of them be, and each of them individually hereby is, authorized, in the name and

. on behalf of the Company, to enter into, execute, deliver and perform any and 2ll agreements,

amendments, consents, certificates, instruments, documents, notices, requests, directions,
approvals, instructions, reports, schedules, statements, information and other communications as
any of such officers or such other authorized persons may determine to be required by, or
othenwise necessary, advisable or appropriate in connection with, the Coleman Merger or

- contemplated in connection with the matters authorized in this and the preceding resolutions, and

to make any filings pursunant to federal, state and foreign laws and to take all other actions that

¥.5h0ne hto JSS0uNty 1T wmia? 9
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any of such officers or such other authorized persons may dctermine to be necessary. desirable.
appropriate or advisable in order to comply with the applicable laws and regulations of any
jurisdiction (domestic or foreign), or otherwise to effectuate and carry out the purposes of the
foregoing resolutions and to permit the transactions contemplated thereby to be consummated
lawfully, and to take any and all such other actions, including. without imitation, filings.with the
SEC, the National Association of Securities Dealers or other entities, as any of such.officers or

* such other authorized persons may determine to be necessary, advisable or appropriatein

connection with any of the foregoing or for the purpose of otherwise carrying ifito effeet the
purposes of this and the preceding resolutions. such determination conclusively to'be evidenced
by such entry, execution, delivery, performance. or the taking of such action, bv and of such
officers or such other authorized persons; and

RESOLVED, that the Board of Directors hercby adoptsas ifexpressly set forth herein,
the form of any and all resolutions required by any authorityto be filed in connection with any.
applications, reports, filings, consents to service of process, powersiof attomey, issuer’s
covenants and other papers, instruments and documents if'ifi the/Opinion of an officer of the
Company executing the same. the adoption of such/resolutions is necessary, desirable,
appropriate or advisable, and thal the Secretary oF an/Assistant Secretary of the Company be. and
each of them individually hereby is. authorized 1o exidence such adoption by inserting in this
these resolutions copies of such resolutions. which will thereupon be deemed to be adopted by

_ the Board of Directors with the same forceiand effect as if oniginally set forth herein.

RESOLVED, that all actions previously taken by any officer, director, representative or
agent of the Company, in the siame or,on behalf of the Company or any of its affiliates in
connection with the transactions’contemplated by the foregoing resolutions be, and each of the
same hereby is, adopted; ratified, conﬁrmed and approved in all respects as the act and deed of
the Company; and

RESOLVED, that any officer of the Company be, and each of them individually hercby
is, authorized, inithe name and on behalf of the Company, to take or cause to be taken any and all
such further actions and to prepare, execute and deliver or cause to be prepared, executed and
deliveredjall such further agreements, documents, certificates and undertakings, and to incur all
suchefees and expenses, as in his or her judgment shall be necessary, desirable, appropriate or
advisable to carry out and effectuate the purpose and intent of any and all of the foregomg
resolutions.

, j)
Following Mr. Shapiro’s presentation, the directors asked questions and a discussion fc\:))
ensued. . ' ‘ O
Mr. Levin then stated that Sunbeam is holding its Board meeting during this afternoon, D
and that this meeting of the Company’s Board would continue through the time of the conclusion
7 Shupuo 11k 19EBAANE 22 Tmin? ]0
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- ofthe Sunbeam meeting. = . . e e

Following the conclusion of the Sunbeam Board meeting. the directors unanimously- °
approved the resolutions presented earlier in the day (which resolutions are included herein), -

A1 10:30 p.m. (EST), the meeting was adjourned.. .

‘Secrefapy™
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. PROJECT LASER
PROPOSED TRANSACT!ON STRUCTURE
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SUMMARY OF PROPOSED TRANSACTION DOCUMENTS

Transaction Structure The proposed transaction is structured as pwo-
‘ step acquisition in which (i) first. a Laser
subsidiary will be merged with a MacAndrews
Holding company (the “First Merger™), with a
the stockholder of such holding.company
teceiving Laser shares and ¢ash and Laser
receiving all shares of the:MacAndrews
Holding company (sathat such holding
company and Worldwide become subsidiaries
of Laser) and (ii)'second, a Laser subsidiary
will be merged with the Company (the
“SecondMerger’) with public shareholders
‘receiving ldasershares and cash. '

Consideration ’ Proposed transaction is structured so that (i) as
' ’ : 19 MacAndrews and public, the public :
shareholders receive as-much as or more
consideration from Laser per Company share
and (11) all Company shareholders receive the
same proportions of Laser shares and cash.

Faimess Opinion ‘| In connection with its approval of the proposed
: transaction, CS First Boston, the Company’s
financial advisor, shall deliver its opinionto
the Company's Board of Directors to the effect
that, the Per Share Merger Consideration is fair
to the holders of shares of Company Common
Stock (other than Worldwide) from a financial

point of view. -

Conditions The First Merger is conditioned on the ~No
expiration of applicable antitrust waiting Q
period and other customary conditions, £
including the accuracy of representations and o
warranties concerning Laser and the Company.

The Second Merger is conditioned on the
consummation of the First Merger, the
| CONFIDENTIAL SASMF 08895
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remsiration and NYSE listing of Laser shares |
to be issued to the public and centain other :
condutions. provided that the accuracy of
representations and warranties concerning the
Company {including the occurrence of 2
material adverse effect with respect to the

Company) is not a condition to the Second
Merger.

Termination . . The First Merger agreement isterminable by
muwal written consent of the MacAndrews
Hold:ng company and Laser, upon‘reaching an
outside date. in the case of final. non- -
appzalable injunction orsimilar decree or in
the event of apinctirable breach. The Second
Merger agreement will terminate automatically
if the Firt Mergerdoes not occur.

Covenants Customary for transactions of such tvpe,

' including with respect to. the conduct of
business. preparation of securities lawand
Hregulatory filings, cooperation and reasonable
best efforts, list of shares on NYSE and
obtaining consents. In the First Merger
agreement, Laser has covenanted to perform its
obligations under the Second Merger . '
agreement. -

Representations and Warranties Customary for transactions of such type,
including with respect to organization,
capitalization, authority, securities law filings,
absence of certain changes, litigation, tax and
ERISA matters and contracts.

Lockup ' : The stockholder of the MacAndrews Holding
’ | company has agreed to certain lockup

restrictions with respect to the timing of its S

sales of Laser shares. P

O

Indemnity The stockholder of the MacAndrews Holding tg

company has agreed to grant certain ’ )
2.
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w

indemnification with respect to the
MacAndrews Holding company and - -
Worldwide liabilities.

. Amendment.-"Waivcr

The Second Merger agreement may be'
amended. and conditions and obligations
therein waived, by agreement of the parties, but
only until consummation of the FirstaMerger.
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TheColemanCompany,lnc

Prellmmary Fmanmal Terms of Transactlon

Dun

Approsimate Consideration Per CLN Share <

“Pub‘lic o L v 05677SOCsharesand$644mcashlor e
| )| O share(Taxable)

' MIAUO INILDTLOML OL 1DIArENS - TVLLNIAIANOD

TAVILNAJAIANOD -

 Machndrews Condlgeron,~ Sel conolof Colemen WorIdWIde (441mm o
e N CLNshares)mexchangefor '
e Assumphoh of First and Second Pnorny
" Notes (5496 million of accrted value
- 111517, $525 milhon oi accreted value
o 5/15/98) . 1
e 141mllhonSOCsharesand$160m||honm L
cash (Tax Free) o
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The Coleman Company, Inc.

Key Transactlon Multlples _‘

Total Consideration to be Pald to CLN Shareholders -

S0CCommon ShargPics -~~~ $40.625"

Shares To Be Issued ~ 194mm

j S §7%0mm
+$6.44 % 34.2mm shares | $22mm
- | + Assumed Zero-Coupon D ' "$525‘m'm.‘ :
+ Net Consideralon o Oplon Holders M

| "Common’ EdultyValue | ~ §1,563mm
+Net Debl | $adomm®

| Adusted Market Ve~~~ M :

L S

66880 HAJASWVS

{t) Based on SOC closing prica as of 2/24/38. :
(2} Dillerenca batween $29,50 (0.9677 SOC shares ot $40.63 por SO share plus $6.44 ‘

in cash) and average sirike price of $15.14:00.3,3 millon options,

{3 CLN Managemant astimales of 1537 Yar-and Nel Dabt less $30 milion ol e;llmaled

aftarax proceads from e sale of the salaty end sscunly pwducts unit
[4) Based on CLN closing prlges through 224/98, C
{8 $19.501PQ Price.adjustad lora 2-fore1 slock spm

{6) CLy Managemon!esiimatasImludinglncomofromlta snlotyaﬂd“wﬂf)'vwduﬂs o

unil for three months, |
(7) P:amlum o 529.50.(0'5677 SOG shares &1 $40.63 por share plus $6. 44 in cash)

L EmlERS

~ SUISSE BOSTON

T

g CLN Lo Twelve Monlhs Hngh‘ e

(o430

O Les! Twelve Months Lon™
RO

% Pre‘mium to Current Stock Price

, (2/24/95) j

' ,% Premium l01PO Pnce

(2/25/92)

“|u Adjusled Markel Vale.

1997P EBITDA

| OGEEBTA

- Priog as aMullgleof . -

1997EPS,
1908E £p.5. 0

e e SONFIDENTIAL

Price
$2o 11116 ‘

$12172

$201116

KR

W

iR

$0.44

§118.

Pfemiumm =
42,6%

- 1