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Sparton Corporation

425 North Martingale Road, Suite 1000

Schaumburg, Illinois 60173

MERGER PROPOSED�YOUR VOTE IS VERY IMPORTANT

To our Shareholders:

On December 11, 2018, Sparton Corporation (which we refer to as the �Company�), Striker Parent 2018, LLC (which
we refer to as �Parent�), and Striker Merger Sub 2018, Inc., a wholly owned subsidiary of Parent (which we refer to as
�Merger Sub�), entered into an Agreement and Plan of Merger (which we refer to as the �merger agreement�) that
provides for Parent to acquire the Company. Upon the terms and subject to the conditions set forth in the merger
agreement, Merger Sub will merge with and into the Company (which we refer to as the �merger�), so that the Company
will be the surviving corporation in the merger and a wholly owned subsidiary of Parent. Parent and Merger Sub are
owned by funds and accounts affiliated with Cerberus Capital Management, L.P., a private investment firm.

At the effective time of the merger (which we refer to as the �effective time�), each share of the Company�s common
stock, par value $1.25 per share (which we refer to as �Company common stock�), issued and outstanding immediately
prior to the effective time of the merger (except for shares of Company common stock held by (i) Parent, Merger Sub
or any other wholly owned subsidiary of Parent or the Company or any wholly owned subsidiary of the Company and
(ii) holders of Company common stock (which we refer to as �Company shareholders�) who have properly exercised
dissenters� rights) will be converted into the right to receive $18.50 in cash without interest (which we refer to as the
�merger consideration�). The merger consideration represents a premium of:

� 41% over $13.12, the closing price of Company common stock on The New York Stock Exchange (which
we refer to as the �NYSE�) on December 11, 2018, the last full trading day before the public announcement of
the merger agreement;

� 32.3% over the 30-day volume weighted average price of Company common stock on the NYSE as of
December 11, 2018; and

� 36.2% over the 60-day volume weighted average price of Company common stock on the NYSE as of
December 11, 2018.

On January 18, 2019, the most recent practicable date before the accompanying proxy statement was mailed to the
Company shareholders, the closing price for Company common stock on the NYSE was $18.38 per share. We urge
you to obtain current market quotations for Sparton Corporation (trading symbol �SPA�).

The Company will hold a special meeting of the Company shareholders (which we refer to as the �special meeting�) in
connection with the merger. Company shareholders will be asked to vote to adopt the merger agreement and approve
related matters, as described in the accompanying proxy statement. Adoption of the merger agreement requires the
affirmative vote in person or by proxy of holders of at least two-thirds of the outstanding shares of Company common
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stock entitled to vote thereon.

The special meeting will be held on March 1, 2019, at 10:00 a.m., central time, at the offices of the Company, located
at 425 North Martingale Road, Suite 1000, Schaumburg, Illinois 60173.
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The board of directors of the Company has unanimously determined that the merger agreement and the
transactions contemplated by the merger agreement, including the merger, are fair to the Company
shareholders and are in the best interests of the Company and the Company shareholders, declared advisable
and approved the merger agreement and the execution, delivery and performance of the merger agreement
and the transactions contemplated by the merger agreement, including the merger, and directed that a
proposal for the adoption of the merger agreement be submitted to the Company shareholders for
consideration at the special meeting. The board of directors of the Company recommends that the Company
shareholders vote �FOR� the adoption of the merger agreement and �FOR� the other matters to be considered at
the special meeting.

The accompanying proxy statement provides detailed information about the special meeting, the merger, the
merger agreement, the documents related to the merger and other related matters. Please carefully read the
entire proxy statement, including its annexes, and any documents incorporated in the proxy statement by
reference. In particular, you should read the section entitled �Cautionary Statement Concerning Forward-Looking
Statements� in this proxy statement for a description of the risks related to the proposed merger and the sections
entitled �Risk Factors� and �Management�s Discussion and Analysis of Financial Condition and Results of Operations� in
the Company�s Annual Report on Form 10-K for the fiscal year ended July 1, 2018, and the other reports filed by the
Company with the Securities and Exchange Commission and incorporated by reference into the proxy statement, for a
description of the risks related to the Company�s business.

On behalf of the board of directors of the Company, thank you for your cooperation and continued support of the
Company.

Sincerely,

/s/ Joseph J. Hartnett

Joseph J. Hartnett

Interim President and Chief Executive Officer

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved the merger, passed upon the merits or fairness of the merger agreement or the transactions
contemplated thereby or passed upon the adequacy or accuracy of the disclosure in this proxy statement. Any
representation to the contrary is a criminal offense.

The date of this proxy statement is January 22, 2019 and it is first being mailed or otherwise delivered to the Company
shareholders on or about January 25, 2019.
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Sparton Corporation

425 North Martingale Road, Suite 1000

Schaumburg, Illinois 60173

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS

To be held on March 1, 2019

NOTICE IS HEREBY GIVEN that Sparton Corporation, an Ohio corporation (which we refer to as the �Company�), will hold a special meeting
of holders of shares of common stock of the Company (which we refer to as �Company common stock� and holders of which we refer to as
�Company shareholders�) on March 1, 2019, at 10:00 a.m., central time, at 425 North Martingale Road, Suite 1000, Schaumburg, Illinois 60173
(which we refer to as the �special meeting�) to consider and vote upon the following matters:

1. A proposal to adopt the Agreement and Plan of Merger, dated as of December 11, 2018, by and among the Company, Striker
Parent 2018, LLC, a Delaware limited liability company (which we refer to as �Parent�), and Striker Merger Sub 2018, Inc., an Ohio
corporation and a wholly owned subsidiary of Parent (which we refer to as �Merger Sub�), as such agreement may be amended from
time to time (which we refer to as the �merger agreement�), a copy of which is attached as Annex A to the accompanying proxy
statement, which provides that, upon the terms and subject to the conditions set forth in the merger agreement, Merger Sub will
merge with and into the Company (which we refer to as the �merger�), so that the Company will be the surviving corporation in the
merger and a wholly owned subsidiary of Parent (which we refer to as the �merger proposal�). Parent and Merger Sub are owned by
funds and accounts affiliated with Cerberus Capital Management, L.P., a private investment firm. At the effective time of the
merger (which we refer to as the �effective time�), each share of Company common stock issued and outstanding immediately prior
to the effective time (except for shares of Company common stock held by (i) Parent, Merger Sub or any other wholly owned
subsidiary of Parent or the Company or any wholly owned subsidiary of the Company and (ii) Company shareholders who have
properly exercised dissenters� rights) will be converted into the right to receive $18.50 in cash without interest (which we refer to
as the �merger consideration�). For a discussion of the treatment of awards outstanding under the Company stock plans as of the
effective time, see the section entitled �The Merger Agreement�Treatment of Company Equity Awards� in the accompanying proxy
statement;

2. A proposal to approve, on a non-binding, advisory basis, the compensation that certain executive officers of the Company may
receive in connection with the merger pursuant to agreements or arrangements with the Company (which we refer to as the
�compensation proposal�); and

3. A proposal to approve one or more adjournments of the special meeting, if necessary or advisable, including adjournments to
permit further solicitation of proxies in favor of the merger proposal if there are insufficient votes at the time of the special
meeting to approve the merger proposal (which we refer to as the �adjournment proposal�).

The board of directors of the Company has fixed the close of business on January 18, 2019 as the record date for the special meeting. Only
Company shareholders of record at that time are entitled to notice of, and to vote at, the special meeting or any adjournment or postponement
thereof. Adoption of the merger agreement requires the affirmative vote in person or by proxy of holders of at least two-thirds of the outstanding
shares of Company common stock entitled to vote thereon. Approval of the compensation proposal and the adjournment proposal requires the
affirmative vote of the holders of a majority of the shares of Company common stock present in person or represented by proxy at the special
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The board of directors of the Company has unanimously determined that the merger agreement and the transactions contemplated by
the merger agreement, including the merger, are fair to the Company shareholders and are in the best interests of the Company and the
Company shareholders, has declared advisable and approved the merger agreement and the execution, delivery and performance of the
merger agreement and the transactions contemplated by the merger agreement, including the merger, has directed that a proposal for
the adoption of the merger agreement be submitted to the Company shareholders for consideration at the special meeting, and
unanimously recommends that the Company shareholders vote �FOR� the merger proposal, �FOR� the compensation proposal and �FOR�
the adjournment proposal.

Your vote is very important. We cannot complete the merger unless the Company shareholders approve the merger proposal.

If you have any questions about the merger or the accompanying proxy statement, would like additional copies of the proxy statement or need
assistance voting your shares of Company common stock, please contact the Company�s proxy solicitor, Morrow Sodali LLC, 470 West Avenue,
3rd floor, Stamford, CT 06902, by telephone at (203) 658-9400 (for banks and brokerage firms) or (800) 662-5200 (for shareholders) or by
email at spa.info@morrowsodali.com. If you hold your shares in �street name� through a bank, broker or other holder of record, please also
contact your bank, broker or other holder of record for additional information.

Each copy of the accompanying proxy statement mailed to the Company shareholders is accompanied by a form of proxy card with instructions
for voting. Regardless of whether you plan to attend the special meeting, please vote as soon as possible by accessing the Internet site listed on
the proxy card, voting telephonically using the phone number listed on the proxy card or submitting your proxy card by mail. If you hold shares
of Company common stock in your name as a shareholder of record and are voting by mail, please complete, sign, date and return the
accompanying proxy card in the enclosed postage-paid return envelope. This will not prevent you from voting in person, but it will help to
secure a quorum and avoid added solicitation costs. Any holder of record of shares of Company common stock who is present at the special
meeting may vote in person instead of by proxy, thereby canceling any previous proxy. In any event, a proxy may be revoked at any time before
the special meeting in the manner described in the accompanying proxy statement. Information and applicable deadlines for voting through the
Internet or by telephone are set forth in the enclosed proxy card instructions. If you hold your stock in �street name� through a bank, broker or
other holder of record, please follow the instructions on the voting instruction card furnished by the record holder. If you hold stock in the
Company�s 401(k) retirement savings plan, please follow the instructions on the voting instruction card furnished by the plan trustee.

Under Ohio law, Company shareholders who do not vote in favor of or consent to the adoption of the merger agreement will have dissenters�
rights to seek the fair cash value of their shares of Company common stock, but only if they submit a written demand to the Company for such
fair cash value before the vote on the merger proposal and comply with the other Ohio law procedures explained in the accompanying proxy
statement. Company shareholders who do not vote in favor of the merger proposal and who submit a written demand for payment of the fair
cash value of their shares of Company common stock before the vote on the merger proposal and comply with the other Ohio law procedures
will not receive the merger consideration.

The accompanying proxy statement provides a detailed description of the special meeting, the merger, the merger agreement, the documents
related to the merger and other related matters. Please carefully read the entire proxy statement, including its annexes and any documents
incorporated in the proxy statement by reference.

BY ORDER OF THE BOARD OF DIRECTORS

/s/ Joseph G. McCormack

Joseph G. McCormack

Corporate Secretary

Date: January 22, 2019
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REFERENCES TO ADDITIONAL INFORMATION

This proxy statement incorporates important business and financial information about the Company from documents
filed with the Securities and Exchange Commission (which we refer to as the �SEC�) that are not included in or
delivered with this proxy statement. You can obtain any of the documents filed with or furnished to the SEC by the
Company at no cost from the SEC�s website at https://www.sec.gov. You may also request copies of these documents,
including documents incorporated by reference into this proxy statement, at no cost by contacting the Company at the
following address:

Sparton Corporation

Attention: Shareholders� Relations Department

425 North Martingale Road, Suite 1000

Schaumburg, Illinois 60173

Telephone: 847-762-5800

You will not be charged for any of these documents that you request. To obtain timely delivery of these documents,
you must request them no later than five business days before the date of the special meeting. This means that
Company shareholders requesting documents must do so by February 22, 2019 in order to receive them before the
special meeting.

For additional questions about the merger, assistance in submitting proxies or voting shares of Company
common stock, or to request additional copies of the proxy statement or the enclosed proxy card, please
contact:

Morrow Sodali LLC

470 West Avenue�3rd floor

Stamford, CT 06902

Banks and Brokerage Firms Call: (203) 658-9400

Shareholders Call Toll Free: (800) 662-5200

Email: spa.info@morrowsodali.com

If you hold your shares in �street name� through a bank, broker or other holder of record, please also contact your bank,
broker or other holder of record for additional information.
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If you hold your shares in the Company�s 401(k) retirement savings plan, please also contact the plan trustee for
additional information.

You should rely only on the information contained in, or incorporated by reference into, this proxy statement. No one
has been authorized to provide you with information that is different from that contained in, or incorporated by
reference into, this proxy statement. This proxy statement is dated January 22, 2019 and you should assume that the
information in this proxy statement is accurate only as of such date.

This proxy statement does not constitute an offer to sell, or a solicitation of an offer to buy, any securities, or the
solicitation of a proxy, in any jurisdiction to or from any person to whom it is unlawful to make any such offer or
solicitation in such jurisdiction.

See �Where You Can Find More Information� beginning on page 160 for more details.
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QUESTIONS AND ANSWERS ABOUT THE MERGER AND THE

SPECIAL MEETING

The following questions and answers are intended to address briefly some commonly asked questions that you may
have about the merger, the merger agreement and the special meeting. The information in this section does not
provide all of the information that might be important to you with respect to the merger or the special meeting. We
urge you to read carefully the remainder of this proxy statement, the annexes attached hereto and the other documents
referred to or incorporated by reference herein, which contain additional important information. You may obtain the
information incorporated by reference into this proxy statement without charge by following the instructions in
�Where You Can Find More Information.�

Q: What is the merger?

A: Sparton Corporation, an Ohio corporation (which we refer to as the �Company�), Striker Parent 2018, LLC, a
Delaware limited liability company (which we refer to as �Parent�), and Striker Merger Sub 2018, Inc., an Ohio
corporation and a wholly owned subsidiary of Parent (which we refer to as �Merger Sub�), entered into an
Agreement and Plan of Merger, dated December 11, 2018, as such agreement may be amended from time to time
(which we refer to as the �merger agreement�). Upon the terms and subject to the conditions set forth in the merger
agreement, Merger Sub will merge with and into the Company (which we refer to as the �merger�), so that the
Company will be the surviving corporation in the merger and a wholly owned subsidiary of Parent. Parent and
Merger Sub are owned by funds and accounts affiliated with Cerberus Capital Management, L.P., a private
investment firm. A copy of the merger agreement is attached as Annex A to this proxy statement.

The merger cannot be consummated unless, among other things, holders of at least two-thirds of the outstanding
shares of common stock of the Company (which we refer to as �Company common stock� and holders of which we
refer to as �Company shareholders�) entitled to vote approve the proposal to adopt the merger agreement.

Q: When and where is the special meeting?

A: The special meeting will be held on March 1, 2019, at 10:00 a.m., central time, at the offices of the Company,
located at 425 North Martingale Road, Suite 1000, Schaumburg, Illinois 60173.

Q: Why am I receiving this proxy statement?

A: We are delivering this document to you because you were a Company shareholder as of January 18, 2019, the
record date for the special meeting the Company has called to adopt the merger agreement and approve related
matters (which we refer to as the �special meeting�). This proxy statement is being used by the board of directors of
the Company (which we refer to as the �Company board�) to solicit, on behalf of the Company, proxies of the
Company shareholders in connection with the adoption of the merger agreement and related matters and
describes the proposals to be presented at the special meeting.
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This proxy statement contains important information about the merger and the other proposals being voted on at the
special meeting. You should read it carefully and in its entirety. The enclosed materials allow you to have your shares
of Company common stock voted by proxy without attending the special meeting. Your vote is important and we
encourage you to submit your proxy as soon as possible.

Q: What are the Company shareholders being asked to vote on at the special meeting?

A: The Company is soliciting proxies from its shareholders with respect to the following proposals:

1. A proposal to adopt the merger agreement (which we refer to as the �merger proposal�);

1
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2. A proposal to approve, on a non-binding, advisory basis, the compensation that certain executive officers of
the Company may receive in connection with the merger pursuant to agreements or arrangements with the
Company, as described in �Proposal 2�Advisory Vote on Merger-Related Compensation for the Company�s
Named Executive Officers� (which we refer to as the �compensation proposal�); and

3. A proposal to approve one or more adjournments of the special meeting, if necessary or advisable, including
adjournments to permit further solicitation of proxies in favor of the merger proposal if there are insufficient
votes at the time of the special meeting to approve the merger proposal (which we refer to as the
�adjournment proposal�).

Q: Why am I being asked to consider and vote on, by non-binding, advisory vote, the compensation proposal?

A: The SEC rules require the Company to seek a non-binding, advisory vote to approve compensation that will or
may become payable by the Company to its named executive officers in connection with the merger. The
approval of this proposal is not a condition to the consummation of the merger and will not be binding on the
Company or Parent. If the merger agreement is approved by Company shareholders and the merger is
consummated, the merger-related compensation may be paid to the Company�s named executive officers even if
the Company shareholders do not approve the proposal.

Q: What do I need to do now?

A: After you have carefully read this proxy statement including its annexes and any documents incorporated by
reference herein and have decided how you wish to vote your shares of Company common stock, please vote
your shares promptly so that your shares are represented and voted at the special meeting.

If you hold your shares in your name as a shareholder of record, you can complete, sign, date and mail your proxy
card in the enclosed postage-paid return envelope, and we request that you do this as soon as possible. Alternatively,
you may vote through the Internet or by telephone. Information and applicable deadlines for voting by mail, through
the Internet or by telephone are set forth in the enclosed proxy card instructions.

If you hold your shares in �street name� through a bank, broker or other holder of record, please refer to the instructions
for voting your shares provided by such bank, broker or other holder of record.

If you hold your shares in the Company�s 401(k) retirement savings plan (which we refer to as the �401(k) Plan�), please
refer to the instructions for voting your shares provided by the plan trustee, Merrill Lynch, Pierce, Fenner & Smith
(which we refer to as �Merrill Lynch�).

Q: If my shares of Company common stock are held in �street name� by my broker, will my broker
automatically vote my shares for me?

A:
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No. Your broker cannot vote your shares without instructions from you. If your shares are held in �street name�
through a broker, you must provide your broker with instructions on how to vote your shares. Please follow the
voting instructions provided by such broker. You may not vote shares held in �street name� by returning a proxy
card directly to the Company, or by voting in person at the special meeting, unless you provide a legal proxy,
which you must obtain from your broker. �Broker non-votes� are shares held in �street name� by brokers that are
present in person or represented by proxy at the special meeting, but for which the beneficial owner has not
provided the broker with instructions on how to vote on a particular proposal that such broker does not have
discretionary voting power on. Brokers holding shares in �street name� do not have discretionary voting authority
with respect to any of the three proposals described in this proxy statement.

2
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Q: How do I vote my shares held in the Company�s 401(k) retirement savings plan?

A: If you participate in the 401(k) Plan and hold shares in your plan account, you must provide the 401(k) Plan
trustee, Merrill Lynch, with instructions on how to vote your shares. Please follow the voting instructions
provided by Merrill Lynch. You may not vote shares held in the 401(k) Plan by returning a proxy card directly to
the Company or by voting in person at the special meeting.

If you do not instruct the 401(k) Plan trustee, Merrill Lynch, as to how to vote your shares held in the 401(k) Plan,
Merrill Lynch may vote your shares in accordance with its fiduciary obligations under the Employee Retirement
Income Security Act of 1974, as amended.

Q: Why is my vote important?

A: If you do not submit a proxy card or vote in person at the special meeting, or if you fail to instruct your broker as
to how to vote, it will be more difficult for the Company to obtain the necessary quorum to hold the special
meeting. In addition, your failure to submit a proxy or vote in person, your failure to instruct your broker how to
vote or your abstention will have the same effect as a vote �AGAINST� the adoption of the merger agreement.

Q: Can I attend the special meeting and vote my shares in person?

A: All Company shareholders, including shareholders of record and shareholders who hold their shares through
banks, brokers or other holders of record and in the 401(k) Plan, are invited to attend the special meeting.

Shareholders of record of shares of Company common stock can vote in person at the special meeting.

If you are not a shareholder of record (in other words, if your shares are held for you in �street name� through a bank,
broker or other holder of record), you must obtain a legal proxy, executed in your favor, from your bank, broker or
other holder of record of your shares to be able to vote in person at the special meeting. If you plan to attend the
special meeting, you must hold your shares in your own name or have a letter from the record holder of your shares
confirming your ownership.

Company shareholders who hold shares in the 401(k) Plan may attend the special meeting but may not vote the shares
held in the 401(k) Plan in person at the special meeting.

In addition, all Company shareholders must bring a form of personal photo identification in order to be admitted to the
meeting. The Company reserves the right to refuse admittance to anyone without proper proof of share ownership or
without proper photo identification. Whether or not you intend to be present at the special meeting, you are urged to
sign, date and return your proxy card, or to vote via the Internet or by telephone, promptly. If you are then present at
the special meeting and wish to vote your shares in person, you may revoke your original proxy by voting at the
special meeting.

Q:
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Will the Company be required to submit the merger proposal to the Company shareholders even if the
Company board has withdrawn, modified or qualified its recommendation?

A: Yes. Unless the merger agreement is terminated before the special meeting, the Company is required to submit
the merger proposal to the Company shareholders even if the Company board has withdrawn, modified or
qualified its recommendation.

Q: Are the Company shareholders entitled to dissenters� rights?

A: Yes. Company shareholders are entitled to dissenters� rights under Sections 1701.84 and 1701.85 of the General
Corporation Law of the State of Ohio (which we refer to as the �OGCL�). For further information, see �Dissenters�
Rights.�

3
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Q: If I am a Company shareholder, should I send in my stock certificate(s) now?

A: No. If the merger proposal is approved, shortly after the consummation of the merger, you will receive a letter of
transmittal describing how you may exchange your stock certificate(s) or book-entry shares of Company common
stock for the merger consideration. If your shares of Company common stock are held in �street name� through a
bank, broker or other holder of record, you should contact the record holder of your shares for instructions as to
how to effect the surrender of your �street name� shares of Company common stock in exchange for the merger
consideration. If you hold your shares of Company common stock in the 401(k) Plan, you should contact the plan
trustee, Merrill Lynch, for instructions as to how to effect the surrender of those shares in exchange for the
merger consideration. Please do NOT return your stock certificate(s) with your proxy.

Q: What should I do if I receive more than one set of voting materials?

A: You may receive more than one set of voting materials, including multiple copies of this proxy statement and
multiple proxy cards or voting instruction cards. For example, if you hold shares of Company common stock in
more than one brokerage account, you will receive a separate voting instruction card for each brokerage account
in which you hold your shares. If you are a shareholder of record of shares of Company common stock and your
shares are registered in more than one name, you will receive more than one proxy card. Please complete, sign,
date and return each proxy card and voting instruction card that you receive or otherwise follow the voting
instructions set forth in this proxy statement to ensure that you vote every share of Company common stock that
you own.

Q: What will happen to the Company generally as a result of the merger?

A: If the merger is consummated, Company common stock will be delisted from The New York Stock Exchange
(which we refer to as the �NYSE�) and deregistered under the Securities Exchange Act of 1934, as amended (which
we refer to as the �Exchange Act�), and the Company will no longer file periodic reports with the SEC on account
of Company common stock. The Company will cease to be an independent public company and will become a
wholly owned subsidiary of Parent. You will no longer have any ownership interest in the Company.

Q: When do you expect the merger to be consummated?

A: The Company currently expects to consummate the merger in the first calendar quarter of 2019. However, the
Company cannot assure you of when or if the merger will be consummated. The closing of the transaction is
subject to the satisfaction of various conditions that are not within the Company�s control. The Company must
obtain the approval of the Company shareholders to adopt the merger agreement at the special meeting. The
Company and Parent must also obtain necessary regulatory approvals and satisfy certain other closing conditions.

Q: What happens if the merger is not consummated?
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A: If the merger is not consummated for any reason, the Company shareholders will not receive any consideration
for their shares of Company common stock in connection with the merger. Instead, the Company will remain an
independent, public company and Company common stock will continue to be listed and traded on the NYSE. In
addition, under certain circumstances specified in the merger agreement, the Company may be required to pay a
termination fee. See �The Merger Agreement�Termination Fees� for a complete discussion of the circumstances
under which a termination fee would be required to be paid.
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Q: What happens if I sell my shares of Company common stock before the special meeting?

A: The record date for Company shareholders entitled to vote at the special meeting is earlier than the date of the
special meeting and the expected closing date of the merger. If you transfer your shares of Company common
stock after January 18, 2019, the record date for the special meeting, you will, unless special arrangements are
made, retain your right to vote at the special meeting but will transfer the right to receive the merger
consideration to the transferee of your shares.

Q: Whom should I call with questions?

A: If you have any questions about the merger or this proxy statement, would like additional copies of this proxy
statement, or need assistance voting your shares of Company common stock, please contact the Company�s proxy
solicitor:

Morrow Sodali LLC

470 West Avenue�3rd floor

Stamford, CT 06902

Banks and Brokerage Firms Call: (203) 658-9400

Shareholders Call Toll Free: (800) 662-5200

Email: spa.info@morrowsodali.com

If your Company common stock is held in �street name� through your bank, broker or other holder of record, please also
contact your bank, broker or other holder of record for additional information.

If your Company common stock is held in the 401(k) Plan, please also contact the plan trustee, Merrill Lynch, for
additional information.

5
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SUMMARY

The following summary highlights selected information in this proxy statement and may not contain all the
information that may be important to you. Accordingly, we encourage you to read carefully this entire proxy
statement, including the more detailed information contained elsewhere in this proxy statement, its annexes and the
documents incorporated by reference into or otherwise referred to in this proxy statement. Each item in this summary
includes a page reference directing you to a more complete description of that topic. You may obtain the information
incorporated by reference into this proxy statement without charge by following the instructions in �Where You Can
Find More Information.�

Parties to the Merger (Page 19)

Sparton Corporation, an Ohio corporation, is a provider of design, development and manufacturing services for
complex electromechanical devices, as well as sophisticated engineered products complementary to the same
electromechanical value stream. The Company serves the Medical & Biotechnology, Military & Aerospace and
Industrial & Commercial markets through two reportable business segments; Manufacturing & Design Services
(which we refer to as �MDS�) and Engineered Components & Products (which we refer to as �ECP�). The majority of the
Company�s customers are in highly regulated industries where strict adherence to regulations is necessary. The
Company�s products and services include offerings for Original Equipment Manufacturers and Emerging Technology
customers that utilize microprocessor-based systems which include transducers, printed circuit boards and assemblies,
sensors and electromechanical components, as well as development and design engineering services relating to these
product sales. The Company also develops and manufactures sonobuoys, anti-submarine warfare devices used by the
United States Navy as well as by foreign governments that meet Department of State licensing requirements.
Additionally, the Company manufactures rugged flat panel display systems for military panel PC workstations, air
traffic control and industrial applications, as well as high performance industrial grade computer systems and
peripherals.

Striker Parent 2018, LLC, a Delaware limited liability company, was formed solely for the purpose of engaging in
the transactions contemplated by the merger agreement and has not engaged in any business activities other than in
connection with the transactions contemplated by the merger agreement and arranging of equity financing and debt
financing in connection with the merger. Parent is owned by funds and accounts affiliated with Cerberus Capital
Management, L.P. (which we refer to as �Cerberus�). Cerberus, together with its affiliates, is one of the world�s leading
private investment firms with approximately $35 billion under management. Upon completion of the merger, the
Company will be a direct wholly owned subsidiary of Parent.

Striker Merger Sub 2018, Inc., an Ohio corporation and direct wholly owned subsidiary of Parent, was formed
solely for the purpose of engaging in the transactions contemplated by the merger agreement and has not engaged in
any business activities other than in connection with the transactions contemplated by the merger agreement and
arranging of equity financing and debt financing in connection with the merger. Upon completion of the proposed
merger, Merger Sub will cease to exist.

The Special Meeting (Page 21)

Date, Time and Place of the Special Meeting (Page 21)

The special meeting to vote upon the merger proposal, in addition to the other matters described in this proxy
statement, will be held on March 1, 2019, at 10:00 a.m., central time, at the offices of the Company, located at 425
North Martingale Road, Suite 1000, Schaumburg, Illinois 60173.

Edgar Filing: SPARTON CORP - Form DEFM14A

Table of Contents 24



6

Edgar Filing: SPARTON CORP - Form DEFM14A

Table of Contents 25



Table of Contents

Record Date and Quorum (Page 21)

The Company board has fixed the close of business on January 18, 2019 as the record date for the determination of the
Company shareholders entitled to notice of, and to vote at, the special meeting. As of the close of business on the
record date, there were 9,834,723 shares of Company common stock outstanding and entitled to vote, held by
approximately 263 holders of record. You will have one vote on each matter properly coming before the special
meeting for each share of Company common stock that you owned on the record date.

The presence in person or by proxy of the holders of record of a majority of the outstanding voting shares of the
Company as of the record date is necessary to constitute a quorum at the special meeting. All shares of Company
common stock present in person or represented by proxy, including abstentions, will be treated as present for purposes
of determining the presence or absence of a quorum for all matters voted on at the special meeting. If a beneficial
owner of Company common stock held by a broker in �street name� does not give voting instructions to the broker, then
those shares will not be counted as present in person or by proxy at the special meeting.

Vote Required (Page 22)

Merger Proposal:

� Standard: Approval of the merger proposal requires the affirmative vote in person or by proxy of holders of
at least two-thirds of the outstanding shares of Company common stock entitled to vote thereon.

� Effect of abstentions and broker non-votes: If you fail to submit a proxy card or vote in person, mark
�ABSTAIN� on your proxy or fail to instruct your broker how to vote with respect to the merger proposal, it
will have the same effect as a vote �AGAINST� the proposal.

Compensation Proposal:

� Standard: Approval, on a non-binding, advisory basis, of the compensation proposal requires the affirmative
vote of the holders of a majority of the shares of Company common stock present in person or represented
by proxy at the special meeting.

� Effect of abstentions and broker non-votes: If you mark �ABSTAIN� on your proxy card, it will have the same
effect as a vote �AGAINST� the proposal. If you fail to submit a proxy card or vote in person at the special
meeting, or fail to instruct your broker how to vote with respect to the compensation proposal, it will have no
effect on the proposal.

Adjournment Proposal:

� Standard: Whether or not a quorum is present, approval of the adjournment proposal requires the affirmative
vote of the holders of a majority of the shares of Company common stock present in person or represented
by proxy at the special meeting.
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� Effect of abstentions and broker non-votes: If you mark �ABSTAIN� on your proxy card, it will have the same
effect as a vote �AGAINST� the proposal. If you fail to submit a proxy card or vote in person at the special
meeting, or fail to instruct your broker how to vote with respect to the adjournment proposal, it will have no
effect on the proposal.

Voting, Proxies and Revocation (Page 22)

Company shareholders of record entitled to vote at the special meeting may submit a proxy by telephone, over the
Internet or by returning the enclosed proxy card in the enclosed postage-paid return envelope, or may vote in person
by appearing at the special meeting. Company shareholders entitled to vote at the special meeting that
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hold shares in �street name� through a bank, broker or other holder of record may submit a proxy by following the
voting instructions provided by such record holder, or may vote in person by appearing at the special meeting and
providing a legal proxy obtained from such record holder. Company shareholders entitled to vote at the special
meeting that hold shares in the 401(k) Plan may submit a proxy by following the voting instructions provided by the
Merrill Lynch, the 401(k) Plan trustee, and may not vote in person at the special meeting.

If no instruction as to how to vote is given (including no instruction to abstain from voting) in an executed, duly
returned and not revoked proxy, the proxy will be voted in accordance with the recommendations of the Company
board, which, as of the date of this proxy statement, are �FOR� the merger proposal, �FOR� the compensation proposal
and �FOR� the adjournment proposal.

If you are a shareholder of record of shares of Company common stock, you have the right to revoke a proxy, whether
delivered over the Internet, by telephone or by mail, at any time before it is exercised. Proxies may be revoked by
submitting a later-dated proxy through any of the methods available to you, by giving written notice of revocation to
the Company�s Corporate Secretary, which must be filed with the Corporate Secretary by 5:00 p.m., central time, on
the business day immediately prior to the date of the special meeting, or by attending the special meeting and voting in
person. Attending the special meeting alone, without voting at the special meeting, will not be sufficient to revoke
your proxy. Written notice of revocation should be mailed to: Sparton Corporation, Attn: Corporate Secretary, 425
North Martingale Road, Suite 1000, Schaumburg, Illinois 60173.

If you are a �street name� holder of the Company�s common stock, you may change your vote by submitting new voting
instructions to your bank, broker or other holder of record. You must contact the record holder of your shares to obtain
instructions as to how to change your proxy vote. If you hold your shares of Company common stock in the 401(k)
Plan, you should contact the plan trustee, Merrill Lynch, to obtain instructions as to how to change your proxy vote.

The Merger (Page 26)

Upon the terms and subject to the conditions set forth in the merger agreement, Merger Sub, a wholly owned
subsidiary of Parent, will merge with and into the Company, so that the Company will be the surviving corporation in
the merger and a wholly owned subsidiary of Parent. Upon the consummation of the merger, the separate corporate
existence of Merger Sub will cease.

Recommendation of the Company Board of Directors; Reasons for the Merger (Page 81)

After careful consideration of various factors described in �The Merger�Recommendation of the Company Board of
Directors; Reasons for the Merger,� the Company board (i) determined that the merger agreement and the transactions
contemplated by the merger agreement, including the merger, are fair to the Company shareholders and in the best
interests of the Company and the Company shareholders; (ii) declared advisable and approved the merger agreement
and the execution, delivery and performance of the merger agreement and the transactions contemplated by the merger
agreement, including the merger; (iii) directed that a proposal for the adoption of the merger agreement be submitted
to the Company shareholders for consideration at the special meeting; and (iv) resolved to recommend that the
Company shareholders adopt the merger agreement. The Company board made its determination after consultation
with its legal and financial advisors and consideration of numerous factors.

The Company board unanimously recommends that you vote �FOR� the merger proposal, �FOR� the compensation
proposal and �FOR� the adjournment proposal.
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Opinion of Raymond James & Associates, Inc. (Page 89 and Annex B-1)

At the December 11, 2018 meeting of the Company board, representatives of Raymond James & Associates, Inc.
(which we refer to as �Raymond James�) rendered its oral opinion to the Company board (which was subsequently
confirmed in writing by delivery of Raymond James� written opinion dated the same date), that, as of December 11,
2018, the merger consideration to be received by Company shareholders in the merger pursuant to the merger
agreement was fair, from a financial point of view, to Company shareholders based upon market, economic, financial
and other circumstances and conditions existing and disclosed to Raymond James as of December 10, 2018, and based
upon and subject to the qualifications, assumptions and other matters considered in connection with the preparation of
its opinion.

The full text of the written opinion of Raymond James, dated December 11, 2018, which sets forth, among
other things, the various qualifications, assumptions and limitations on the scope of the review undertaken, is
attached as Annex B-1 to this proxy statement. Raymond James provided its opinion for the information and
assistance of the Company board (solely in its capacity as such) in connection with, and for purposes of, its
consideration of the merger and its opinion only addresses whether the merger consideration to be received by
Company shareholders in the merger pursuant to the merger agreement was fair, from a financial point of
view, to such shareholders. The opinion of Raymond James did not address any other term or aspect of the
merger agreement or the merger contemplated thereby. The Raymond James opinion does not constitute a
recommendation to the Company board or any Company shareholder as to how the Company board, such
shareholder or any other person should vote or otherwise act with respect to the merger or any other matter.

Opinion of Wells Fargo Securities (Page 98 and Annex B-2)

On December 11, 2018, Wells Fargo Securities, LLC (which we refer to as �Wells Fargo Securities�) rendered its oral
opinion to the Company board (which was subsequently confirmed in writing by delivery of Wells Fargo Securities�
written opinion dated the same date) that, based upon and subject to the procedures followed, qualifications,
assumptions and other matters considered in connection with the preparation of its opinion, as of December 11, 2018,
the merger consideration to be received by Company shareholders in the merger pursuant to the merger agreement
was fair, from a financial point of view, to Company shareholders.

Wells Fargo Securities� opinion was for the information and use of the Company board (in its capacity as such)
in connection with its evaluation of the merger. Wells Fargo Securities� opinion only addressed the fairness,
from a financial point of view, to Company shareholders of the merger consideration to be received by such
shareholders in the merger pursuant to the merger agreement and did not address any other aspect or
implication of the merger. The summary of Wells Fargo Securities� opinion in this proxy statement is qualified
in its entirety by reference to the full text of its written opinion, which is attached as Annex B-2 to this proxy
statement and sets forth the procedures followed, assumptions made, qualifications and limitations on the
review undertaken and other matters considered by Wells Fargo Securities in connection with the preparation
of its opinion. However, neither Wells Fargo Securities� written opinion nor the summary of its opinion and the
related analyses set forth in this proxy statement is intended to be, and they do not constitute, advice or a
recommendation to the Company board or any holder of Company common stock as to how any such holder
should vote or act on any matter relating to the proposed merger.

Financing of the Merger (Page 106)

The obligations of Parent and Merger Sub to complete the merger are not contingent upon the receipt of any
financing.
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Cerberus Institutional Partners VI, L.P. (which we refer to as �CIP VI�), which is an affiliate of Cerberus, and Parent
have entered into an equity commitment letter, dated as of December 11, 2018 (which we refer to as the �equity
commitment letter�), pursuant to which CIP VI committed to purchase securities of Parent for $280 million in cash
substantially contemporaneously with the consummation of the merger. Such commitment amount is subject to
reduction if Parent does not require the entire amount to pay the aggregate merger consideration and all amounts
required to be paid with respect to the Company�s equity awards, to repay or refinance the indebtedness of the
Company to the extent required in connection with the transactions contemplated by the merger agreement, and to pay
the fees and expenses of Parent, Merger Sub and the surviving corporation in connection with the merger and the
transactions contemplated by the merger agreement (which we refer to, collectively, as the �required payments�). Under
certain circumstances, the Company is a third party beneficiary to the equity commitment letter.

In the merger agreement, Parent and Merger Sub have represented that the equity financing, when funded in
accordance with its terms, will provide Parent with funds sufficient to satisfy, or cause to be satisfied, the required
payments.

Parent also plans to finance a portion of the amounts required to complete the merger through a debt financing, which
is expected to take the form of a revolving credit facility and a term loan facility. Subject to customary terms, the
Company has agreed to, and to cause its subsidiaries to, provide Parent with customary cooperation as reasonably
requested by Parent or Merger Sub to assist them in arranging such debt financing.

For more information, see �The Merger�Financing of the Merger�Financing.�

Limited Guarantee (Page 107)

Pursuant to the limited guarantee delivered by CIP VI in favor of the Company, dated as of December 11, 2018
(which we refer to as the �limited guarantee�), CIP VI has guaranteed the due and punctual payment of certain monetary
obligations that may be owed by Parent pursuant to the merger agreement, subject to a maximum liability equal to (a)
$9.25 million with respect to the reverse termination fee payable by Parent pursuant to the merger agreement, plus (b)
$1.5 million with respect to certain reimbursement and indemnification obligations of Parent and Merger Sub for
certain costs, expenses or losses suffered or incurred by the Company, as specified in the merger agreement and in
connection with enforcing the limited guarantee. For more information, see �The Merger�Financing of the
Merger�Limited Guarantee.�

Interests of the Company�s Executive Officers and Directors in the Merger (Page 107)

The interests of the Company�s executive officers and directors in the merger that are different from, or in addition to,
those of the Company shareholders generally are described in the section entitled �The Merger�Interests of the
Company�s Executive Officers and Directors in the Merger.� The Company board was aware of and considered these
interests, among other matters, in evaluating and negotiating the merger agreement and the merger, and in
recommending that the merger agreement be adopted by the Company shareholders. These interests include (i) the
right to receive payments in respect of Company RSUs (as defined below) which will, subject to the limitations
described herein, be cashed-out based on the merger consideration; (ii) the receipt of cash severance payments and
vested benefits upon a qualifying termination of employment pursuant to the terms of each executive officer�s
respective employment agreement; and (iii) entitlement to continued indemnification, expense advancement and
insurance coverage under the merger agreement.
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Material U.S. Federal Income Tax Consequences of the Merger (Page 117)

The exchange of shares of Company common stock for cash pursuant to the merger generally will be a taxable
transaction for U.S. holders (as defined in �The Merger�Material U.S. Federal Income Tax Consequences of the Merger�)
for U.S. federal income tax purposes. A Company shareholder who is a U.S. holder and who exchanges shares of
Company common stock for cash in the merger will, for U.S. federal income tax purposes, generally recognize gain or
loss in an amount equal to the difference, if any, between the amount of such cash received by such Company
shareholder and the Company shareholder�s adjusted tax basis in the Company shareholder�s shares of Company
common stock. Backup withholding may also apply to the cash payments made pursuant to the merger unless the
recipient provides a taxpayer identification number, certifies that such number is correct and otherwise complies with
the backup withholding rules. Company shareholders should read �The Merger�Material U.S. Federal Income Tax
Consequences of the Merger� for a more detailed discussion of the U.S. federal income tax consequences of the
merger. Company shareholders should also consult their tax advisors for a complete analysis of the effect of the
merger on the Company shareholders� federal, state, local and foreign taxes.

Regulatory Approvals Required for the Merger (Page 119)

The consummation of the merger is subject to the expiration or early termination of the waiting period applicable to
the consummation of the merger under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended
(which we refer to as the �HSR Act�). Subject to the terms and conditions of the merger agreement, the parties have
agreed to cooperate and use their reasonable best efforts to prepare and file as promptly as practicable all necessary
documentation and to obtain as promptly as practicable all regulatory approvals necessary or advisable to consummate
the merger or any of the other transactions contemplated by the merger agreement.

The Merger Agreement (Page 121 and Annex A)

Merger Consideration (Page 122)

In the merger, each share of Company common stock issued and outstanding immediately prior to the effective time
of the merger (which we refer to as the �effective time�) (except for shares of Company common stock held by
(i) Parent, Merger Sub or any other wholly owned subsidiary of Parent or the Company or any wholly owned
subsidiary of the Company and (ii) Company shareholders who have properly exercised dissenters� rights, which we
refer to collectively as �excluded shares�) will be converted into the right to receive $18.50 in cash, without interest
(which we refer to as the �merger consideration�).

Treatment of Company Equity Awards (Page 122)

Restricted Stock. At the effective time, with respect to each outstanding share of Company common stock that is
subject to any vesting, forfeiture, repurchase or other lapse restriction (which we refer to as a �restricted share�) under
the Sparton Corporation Stock Incentive Plan and the Sparton Corporation 2010 Long-Term Incentive Plan (which we
refer to collectively as the �Company stock plans�), the vesting, forfeiture, repurchase or other lapse restriction will
lapse and such restricted share will be fully vested and will be converted into the right to receive the merger
consideration.

Restricted Stock Units. At the effective time, each outstanding restricted stock unit award in respect of shares of
Company common stock granted under the Company stock plans (which we refer to as a �Company RSU�) will fully
vest and will be cancelled and converted into the right to receive an amount in cash, without interest, equal to the
merger consideration in respect of each share of Company common stock underlying such Company RSU.
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converted into the right to receive an amount in cash, without interest, equal to the product of (i) the amount by which
the merger consideration exceeds the exercise price per share of such stock option and (ii) the total number of shares
of Company common stock subject to such stock option. Any stock option that has an exercise price per share that is
greater than or equal to the merger consideration will be cancelled at the effective time for no consideration or
payment.

Non-Solicitation of Acquisition Proposals (Page 132)

The merger agreement provides that none of the Company, its subsidiaries or its or their representatives retained in
connection with the merger will, and the Company will instruct and use its reasonable best efforts to cause its and its
subsidiaries� representatives retained other than in connection with the merger not to, directly or indirectly:

� initiate, solicit or knowingly take any action to facilitate, encourage or solicit any acquisition proposal (as
defined in �The Merger Agreement�Non-Solicitation of Acquisition Proposals�) or the making of any proposal
that would reasonably be expected to lead to an acquisition proposal;

� participate in any discussions or negotiations regarding, or furnish or provide any non-public information to
any person in connection with, any acquisition proposal or afford access to the business, properties, assets,
books or records of the Company or any of its subsidiaries to, or knowingly assist, participate in, facilitate or
encourage any effort relating to an acquisition proposal by, any person that is seeking to make, or has made,
an acquisition proposal;

� except as required by applicable law, amend or grant any waiver or release under any standstill or similar
agreement with respect to any class of equity securities of the Company or any of its subsidiaries; or

� enter into any letter of intent, memorandum of understanding, agreement in principle, merger agreement,
acquisition agreement or other similar agreement relating to an acquisition proposal.

Notwithstanding these restrictions, under certain circumstances, and to the extent that the Company board concludes
in good faith, after receiving the advice of its outside legal counsel and its financial advisors, that an acquisition
proposal is, or is reasonably likely to lead to, a superior proposal (as defined in �The Merger
Agreement�Non-Solicitation of Acquisition Proposals�), the Company may, prior to the time the merger agreement is
adopted by the Company shareholders, make available non-public information or data, and engage in discussions,
with respect to certain unsolicited bona fide written acquisition proposals that did not result from a breach of the
merger agreement.

No Change in Board Recommendation; No Entry into Alternative Transactions (Page 134)

If the Company board determines in good faith after considering advice from its financial advisors and outside legal
counsel that it would be inconsistent with the directors� fiduciary duties under applicable law to continue to
recommend the merger agreement, then it may make a change in its recommendation, provided that:
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� (i) the Company has received an acquisition proposal that did not result from breach of the Company�s
agreement not to solicit other offers (and such proposal is not withdrawn) and the Company board
determines in good faith, after receiving the advice of its outside legal counsel and its financial advisors, that
such acquisition proposal constitutes a superior proposal or (ii) an intervening event, which was unknown, or
if known the consequences of which were unknown, to the Company board as of the date of signing the
merger agreement, shall have occurred and the Company board determines in good faith, after receiving the
advice of its outside legal counsel and its financial advisors, that continuing to recommend the merger
agreement would be inconsistent with the directors� fiduciary duties under applicable law;

12

Edgar Filing: SPARTON CORP - Form DEFM14A

Table of Contents 37



Table of Contents

� the Company gives Parent at least four business days� prior written notice of its intention to take such action
and such notice (i) in the case of an acquisition proposal, specifies the latest material terms of, and the
identity of the third party making, such acquisition proposal and includes an unredacted copy of any relevant
proposed transaction agreements relating to such acquisition proposal and (ii) in the case of an intervening
event, includes a description of the intervening event in reasonable detail, and during such four-day period,
Parent may propose revisions to the merger agreement; and

� at the end of such notice period, the Company board discusses and negotiates in good faith any amendment
or modification to the merger agreement proposed by Parent and, after receiving the advice of its outside
legal counsel and its financial advisors, determines in good faith that it would nevertheless be inconsistent
with the directors� fiduciary duties under applicable law to continue to recommend the merger agreement or
not terminate the merger agreement.

Unless the merger agreement has been terminated in accordance with its terms, the Company is required to hold the
special meeting for the purpose of voting upon the merger proposal even if there is a change in Company
recommendation.

Company Shareholders Meeting (Page 136)

The Company has agreed to hold a special meeting as promptly as practicable for the purpose of voting upon the
adoption of the merger agreement and upon other related matters. The Company board has agreed to recommend that
the Company shareholders adopt the merger agreement in this proxy statement and in other materials and
communications between the Company and the Company shareholders and to use its reasonable best efforts to solicit
the adoption of the merger agreement at the special meeting.

Conditions to the Merger (Page 145)

The respective obligations of the Company, Parent and Merger Sub to effect the merger are subject to the satisfaction
or waiver of certain customary conditions, including the adoption of the merger agreement by the Company
shareholders, the absence of any legal prohibitions, the accuracy of the representations and warranties (subject to
customary materiality qualifiers), compliance by the other party with its obligations under the merger agreement
(subject to customary materiality qualifiers) and the expiration or early termination of the waiting period with respect
to the merger under the HSR Act.

Neither the Company nor Parent can be certain when, or if, the conditions to the merger will be satisfied or waived, or
that the merger will be effected.

Termination (Page 147)

The merger agreement may be terminated and the merger may be abandoned at any time prior to the effective time
(whether before or after the adoption of the merger agreement by the Company shareholders (unless otherwise
specified below)) under the following circumstances:

� by mutual written consent of the Company and Parent;
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� by either the Company or Parent if:

� the merger is not consummated by May 11, 2019, subject to certain permitted extensions as described
in �The Merger Agreement�Termination,� and unless the failure of the merger to be consummated by that
date is due to the failure of the party seeking to terminate the merger agreement to perform or observe
its covenants and agreements under the merger agreement;

� the proposal to adopt the merger agreement is not approved by the Company shareholders at the
special meeting; or
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� any law, executive order, ruling, injunction or other order permanently restraining, enjoining or
otherwise prohibiting consummation of the merger becomes final and non-appealable, unless the party
seeking termination has not observed in all material respects its covenants under the merger agreement
with respect to obtaining regulatory approvals;

� by the Company if:

� prior to obtaining the approval of the Company shareholders of the merger proposal, in order to enter
into a definitive agreement with respect to a superior proposal concurrently with the termination, so
long as the Company has complied with its obligation not to solicit other offers and pays the
termination fee described below to Parent;

� there is an uncured breach of any of the covenants or agreements or any of the representations or
warranties set forth in the merger agreement on the part of Parent or Merger Sub, which, in each case,
would constitute the failure of certain closing conditions set forth in the merger agreement; or

� if the mutual conditions to closing and Parent and Merger Sub�s conditions to closing have been
satisfied or waived in accordance with the merger agreement and Parent and Merger Sub fail to
consummate the merger on the date that the closing should have occurred pursuant to the merger
agreement, the Company delivers written notice to Parent that it stands ready and willing to
consummate the merger and Parent and Merger Sub fail to consummate the merger within five
business days after the delivery of such notice; and

� by Parent if:

� prior to obtaining the approval of the Company shareholders of the merger proposal, the Company
board effected a Company adverse recommendation change (as defined in �The Merger Agreement�No
Change in Board Recommendation; No Entry into Alternative Transactions�);

� prior to obtaining the approval of the Company shareholders of the merger proposal, the Company has
breached its obligations in any material respect with respect to not soliciting other offers;

� there is an uncured breach of any of the covenants or agreements or any of the
representations or warranties set forth in the merger agreement on the part of the
Company, which, in each case, would constitute the failure of certain closing conditions
set forth in the merger agreement; or

� the Company, any of its subsidiaries or the ERAPSCO JV (as defined in �The Merger�Background of the
Merger�) shall have been suspended, debarred, excluded or proposed for debarment from doing
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business with any governmental entity or shall have been declared non-responsible or ineligible for
contracting with any governmental entity and such impairment is not curable or is not cured prior to
the earlier of (i) sixty days after written notice of such matter is given by Parent to the Company or
(ii) the outside date (as defined in �The Merger Agreement�Termination�).

Expenses (Page 143)

The Company must reimburse Parent for all reasonable documented out-of-pocket expenses to the extent incurred by
Parent, Merger Sub or any of their affiliates in connection with the merger agreement (but subject to certain
limitations set forth in the merger agreement, which are further described in �The Merger Agreement�Expenses�) if the
merger agreement is terminated by Parent due to a willful breach by the Company of any of its covenants or
agreements contained in the merger agreement. The aggregate amount of such expenses payable by the Company shall
not exceed $4,750,000.

14

Edgar Filing: SPARTON CORP - Form DEFM14A

Table of Contents 41



Table of Contents

Termination Fees (Page 148)

The Company must pay a termination fee in the amount of $7,500,000 (less the aggregate amount of any expenses
paid by the Company as described above) if the merger agreement is terminated in the following circumstances:

� In the event that the Company terminates the merger agreement to enter into a definitive agreement with
respect to a superior proposal.

� In the event that:

� after the date of signing the merger agreement and prior to the date of the special meeting, an
acquisition proposal has been publicly announced or otherwise publicly disclosed and not withdrawn
prior to the date of the special meeting; and

� thereafter the Company or Parent terminates the merger agreement because the merger proposal is not
approved at the special meeting and (i) within twelve months of the date of termination of the merger
agreement, the Company enters into a definitive agreement and later consummates a transaction with
respect to such acquisition proposal or (ii) otherwise consummates an acquisition proposal within
twelve months after the date of termination of the merger agreement, provided that, in the case of each
of clause (i) and clause (ii), such acquisition proposal provides for aggregate consideration in excess of
$65 million to be paid to the Company, its subsidiaries or their respective shareholders.

� In the event that:

� after the date of signing the merger agreement and prior to the outside date, an acquisition proposal has
been publicly announced or otherwise disclosed to the Company board;

� the Company or Parent terminates the merger agreement due to the passing of the outside date or
Parent terminates the merger agreement due to a material breach by the Company of the merger
agreement;

� such acquisition proposal shall not have been withdrawn prior to (i) the outside date, if the merger
agreement was terminated due to the passing of the outside date or (ii) the applicable date the merger
agreement was terminated, if the merger agreement was terminated by Parent due to a material breach
by the Company of the merger agreement; and

� within twelve months after any termination described in the immediately preceding bullet, (i) the
Company enters into a definitive agreement to consummate an acquisition proposal and consummates
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a transaction with respect to such acquisition proposal or (ii) otherwise consummates an acquisition
proposal within twelve months after the date of termination of the merger agreement, provided that, in
the case of each of clause (i) and clause (ii), such acquisition proposal provides for aggregate
consideration in excess of $65 million to be paid to the Company, its subsidiaries or their respective
shareholders.

Parent must pay a Parent termination fee in the amount of $9,250,000 to the Company if the merger agreement is
terminated in the following circumstances:

� the Company terminates the merger agreement due to a material breach of the merger agreement by Parent
or Merger Sub;

� the Company exercises its failure to close termination right (as defined in �The Merger
Agreement�Termination�).

� either the Company or Parent terminates the merger agreement due to the passing of the outside date, and as
of the time of such termination the Company was entitled to terminate the merger agreement as described in
either of the two immediately preceding bullets.

15
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Remedies (Page 149)

The parties are entitled to seek an injunction, specific performance or other equitable remedies to prevent breaches of
the merger agreement and to enforce specifically its terms. Furthermore, the Company is entitled to seek specific
performance, injunctive relief or other equitable remedies to cause Parent to obtain the financing under the equity
commitment letter (which we refer to as the �equity financing�) in order to consummate the closing so long as (i) the
mutual conditions to closing and Parent and Merger Sub�s conditions to closing have been satisfied or waived in
accordance with the merger agreement at the time when the closing would have occurred, or would have been
required to occur, pursuant to the merger agreement and (ii) the Company irrevocably confirms to Parent that it stands
ready and willing to consummate the merger in the event specific performance is granted and the equity financing is
funded.

The Company is not entitled to receive (i) both (A) a grant of specific performance to cause the equity financing to be
funded and the closing to be consummated and (B) the payment of any monetary damages or the payment of the
Parent termination fee or (ii) both (A) a payment of any monetary damages and (B) payment of the Parent termination
fee.

Aside from the equitable relief described above, the Company�s sole and exclusive remedy under the merger
agreement is the right to receive the Parent termination fee and the reimbursement of certain out-of-pocket costs and
expenses as provided in the merger agreement. If the Company has received the Parent termination fee and the
reimbursement of the costs and expenses contemplated by the merger agreement and the limited guarantee, then none
of Parent, Merger Sub or any of their affiliates shall have any liability or obligation with respect to any losses or
damages suffered by the Company or any of its affiliates in connection with the merger or the merger agreement, and
none of the Company or any of its affiliates shall be entitled to bring any claim arising out of any such matters.

Aside from the equitable relief described above, if Parent has received (i) the termination fee or the expenses (as
defined in �The Merger Agreement�Expenses�) (but, in the case of the payment of the expenses, if the Company is
subsequently required to pay the termination fee, it must have paid the termination fee) and (ii) the reimbursement of
the costs and expenses contemplated by the merger agreement, then none of the Company or any of its affiliates shall
have any liability or obligation with respect to any losses or damages suffered by Parent, Merger Sub or any of their
respective affiliates in connection with the merger or the merger agreement, and none of Parent, Merger Sub or any of
their respective affiliates shall be entitled to bring any claim arising out of any such matters.

Dissenters� Rights (Page 154 and Annex C)

If the merger agreement is adopted by the Company shareholders, the Company shareholders who do not vote in favor
of or consent to the merger proposal and who properly demand payment of the fair cash value of their shares are
entitled to certain dissenters� rights pursuant to Sections 1701.84 and 1701.85 of the OGCL. Section 1701.85 of the
OGCL generally provides that shareholders of the Company will not be entitled to such rights without strict
compliance with the procedures set forth in Section 1701.85, and failure to take any one of the required steps may
result in the termination or waiver of such rights.

Specifically, any Company shareholder who is a record holder of shares of Company common stock on January 18,
2019, the record date for the special meeting, and whose shares are not voted in favor of or have not consented to the
adoption of the merger agreement may be entitled to be paid the �fair cash value� of such shares of Company common
stock after the effective time. To be entitled to such payment, a Company shareholder must deliver to the Company a
written demand for payment of the fair cash value of the shares of Company common stock held by such Company
shareholder before the vote on the merger proposal is taken, the Company shareholder must
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not vote in favor of the merger proposal, and the Company shareholder must otherwise comply with Section 1701.85.
A Company shareholder�s failure to vote against the merger proposal will not constitute a waiver of such Company
shareholder�s dissenters� rights, as long as such Company shareholder does not vote in favor of the merger proposal. A
proxy returned to the Company signed but not marked to specify voting instructions will be voted in favor of the
proposal to adopt the merger agreement and will constitute a waiver of dissenting shareholders� rights. Any written
demand must specify the Company shareholder�s name and address, the number and class of shares of Company
common stock held by him, her or it on the record date, and the amount claimed as the �fair cash value� of such shares
of Company common stock.

See the text of Section 1701.84 and Section 1701.85 of the OGCL attached as Annex C to this proxy statement for
specific information on the procedures to be followed in exercising dissenters� rights. Any Company shareholder
wishing to exercise dissenters� rights is encouraged to consult legal counsel before attempting to exercise those rights
due to the complexity of the process.

Company shareholders considering seeking payment of the fair cash value of their shares of Company common stock
should be aware that the �fair cash value� of their shares as determined pursuant to Section 1701.85 of the OGCL could
be more than, the same as, or less than the value of the consideration they would receive pursuant to the merger if they
did not seek payment of the fair cash value of their shares of Company common stock. If the shares of Company
common stock are listed on a national securities exchange, such as the NYSE, immediately before the effective time,
the fair cash value will be the closing sale price of the shares of Company common stock as of the close of trading on
the day before the vote of the Company shareholders.

Delisting and Deregistration of Company Common Stock (Page 159)

If the merger is consummated, Company common stock will be delisted from the NYSE and deregistered under the
Exchange Act, and the Company will no longer file periodic reports with the SEC on account of Company common
stock. The Company will cease to be an independent public company and will become a wholly owned subsidiary of
Parent. You will no longer have any ownership interest in the Company.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This proxy statement contains certain forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995 that are intended to be protected by the safe harbor provided therein. We generally
identify forward-looking statements, particularly those statements regarding the benefits of the proposed merger
between Merger Sub and the Company, the anticipated timing of the transaction and the business of each company, by
terminology such as �outlook,� �believes,� �expects,� �potential,� �continues,� �may,� �will,� �would,� �could,� �should,� �seeks,�
�approximately,� �predicts,� �intends,� �plans,� �estimates,� �anticipates,� �projects,� �strategy,� �future,� �opportunity,� �will likely result�
or the negative version of those words or other comparable words. These forward-looking statements are not historical
facts, and are based on current expectations, estimates and projections about our industry, management�s beliefs and
certain assumptions made by management, many of which, by their nature, are inherently uncertain and beyond our
control. Accordingly, you are cautioned that any such forward-looking statements are not guarantees of future
performance and are subject to certain risks, uncertainties and assumptions that are difficult to predict.

A number of important factors could cause actual results to differ materially from those indicated by the
forward-looking statements in this proxy statement, including, but not limited to:

� the risk that the merger may not be consummated in a timely manner or at all, which may adversely affect
the Company�s business and the price of the Company common stock;

� the risk that required approvals of the merger may not be obtained or may not be obtained on the terms
expected or on the anticipated schedule;

� the risk that the Company�s shareholders may fail to approve the merger;

� the risk that the parties to the merger agreement may fail to satisfy other conditions to the consummation of
the merger or meet expectations regarding the timing and consummation of the merger;

� the occurrence of any event, change or other circumstance that could give rise to the termination of the
merger agreement;

� the effect of the announcement or pendency of the merger on the Company�s business relationships, operating
results, employees and business generally;

� the risk that the proposed merger disrupts current plans and operations of the Company and potential
difficulties in the Company�s employee retention as a result of the merger;

� risks related to diverting management�s attention from the Company�s ongoing business operations;
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� the outcome of legal proceedings that may be instituted against the Company related to the merger
agreement or the merger;

� the amount of unexpected costs, fees, expenses and other charges related to the merger; and

� political instability.
For additional factors that could materially affect our financial results and our business generally, please refer to the
Company�s filings with the SEC, including but not limited to, the factors, uncertainties and risks described under the
headings �Risk Factors� and �Management�s Discussion and Analysis of Financial Condition and Results of Operations� in
the Company�s Annual Report on Form 10-K for the fiscal year ended July 1, 2018 (which we refer to as the �2018
Annual Report�) and its Quarterly Report on Form 10-Q for the quarter ended September 30, 2018 and the other
reports filed by the Company with the SEC. See �Where You Can Find More Information.� The Company undertakes
no obligation to revise these statements following the date of this communication, except as required by law.
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PARTIES TO THE MERGER

The Company

Sparton Corporation

425 North Martingale Road, Suite 1000

Schaumburg, Illinois 60173

Telephone: (847) 762-5800

The Company, an Ohio corporation, is a provider of design, development and manufacturing services for complex
electromechanical devices, as well as sophisticated engineered products complementary to the same electromechanical
value stream. The Company serves the Medical & Biotechnology, Military & Aerospace and Industrial & Commercial
markets through two reportable business segments; Manufacturing & Design Services (which we refer to as �MDS�)
and Engineered Components & Products (which we refer to as �ECP�). The majority of the Company�s customers are in
highly regulated industries where strict adherence to regulations is necessary. The Company�s products and services
include offerings for Original Equipment Manufacturers and Emerging Technology customers that utilize
microprocessor-based systems which include transducers, printed circuit boards and assemblies, sensors and
electromechanical components, as well as development and design engineering services relating to these product
sales. The Company also develops and manufactures sonobuoys, anti-submarine warfare devices used by the United
States Navy as well as by foreign governments that meet Department of State licensing requirements. Additionally,
the Company manufactures rugged flat panel display systems for military panel PC workstations, air traffic control
and industrial applications, as well as high performance industrial grade computer systems and peripherals.

Company common stock is traded on the NYSE under the symbol �SPA.� Additional information about the Company
and its subsidiaries is included in documents incorporated by reference into this proxy statement. See �Where You Can
Find More Information.� The Company maintains a website at http://www.sparton.com. The information provided on
the Company�s website is not part of this proxy statement and is not incorporated by reference.

Parent

Striker Parent 2018, LLC

c/o Cerberus Capital Management, L.P.

875 Third Avenue

New York, New York 10022

Telephone: (212) 891-2100

Striker Parent 2018, LLC, a Delaware limited liability company, was formed solely for the purpose of engaging in
the transactions contemplated by the merger agreement and has not engaged in any business activities other than in
connection with the transactions contemplated by the merger agreement and arranging of equity financing and debt
financing in connection with the merger. Parent is owned by funds and accounts affiliated with Cerberus Capital
Management, L.P. (which we refer to as �Cerberus�). Cerberus, together with its affiliates, is one of the world�s leading
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private investment firms with approximately $35 billion under management. Upon completion of the proposed
merger, the Company will be a direct wholly owned subsidiary of Parent.
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Merger Sub

Striker Merger Sub 2018, Inc.

c/o Cerberus Capital Management, L.P.

875 Third Avenue

New York, New York 10022

Telephone: (212) 891-2100

Striker Merger Sub 2018, Inc., an Ohio corporation and direct wholly owned subsidiary of Parent, was formed
solely for the purpose of engaging in the transactions contemplated by the merger agreement and has not engaged in
any business activities other than in connection with the transactions contemplated by the merger agreement and
arranging of equity financing and debt financing in connection with the merger. Upon completion of the proposed
merger, Merger Sub will cease to exist.
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THE SPECIAL MEETING

This section contains information for the Company shareholders about the special meeting that the Company has
called to allow the Company shareholders to consider and vote on the merger proposal and other matters. The
Company is mailing this proxy statement to you, as a Company shareholder, on or about January 25, 2019. This
proxy statement is accompanied by a notice of the special meeting and a form of proxy card that the Company board
is soliciting for the Company at the special meeting and at any adjournments or postponements thereof.

Date, Time and Place of the Special Meeting

This proxy statement is being furnished to our shareholders as part of the solicitation of proxies by the Company
board from the Company shareholders for use at the special meeting to be held on March 1, 2019, at 10:00 a.m.,
central time, at the offices of the Company, located at 425 North Martingale Road, Suite 1000, Schaumburg, Illinois
60173, or at any postponement or adjournment thereof.

Purpose of the Special Meeting

At the special meeting, you will be asked to consider and vote upon the following matters:

� The merger proposal (Proposal 1 on your proxy card);

� The compensation proposal (Proposal 2 on your proxy card); and

� The adjournment proposal (Proposal 3 on your proxy card).
The Company shareholders must adopt the merger agreement by approving the merger proposal in order to
consummate the merger. A copy of the merger agreement is attached as Annex A to this proxy statement. You are
urged to read the merger agreement carefully in its entirety.

Recommendation of the Company Board of Directors

The Company board has unanimously determined that the merger agreement and the transactions contemplated by the
merger agreement, including the merger, are fair to the Company shareholders and in the best interests of the
Company and the Company shareholders and declared advisable and approved the merger agreement and the
execution, delivery and performance of the merger agreement and the transactions contemplated by the merger
agreement, including the merger. The Company board unanimously recommends that the Company shareholders vote
�FOR� the merger proposal, �FOR� the compensation proposal and �FOR� the adjournment proposal. See �The
Merger�Recommendation of the Company Board of Directors; Reasons for the Merger� for a more detailed discussion
of the Company board�s recommendation.

Record Date and Quorum

The Company board has fixed the close of business on January 18, 2019 as the record date for the determination of the
Company shareholders entitled to notice of, and to vote at, the special meeting. As of the close of business on the
record date, there were 9,834,723 shares of Company common stock outstanding and entitled to vote, held by
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approximately 263 holders of record. You will have one vote on each matter properly coming before the special
meeting for each share of Company common stock that you owned on the record date.

The presence in person or by proxy of the holders of record of a majority of the outstanding voting shares of the
Company as of the record date is necessary to constitute a quorum at the special meeting. All shares of Company
common stock present in person or represented by proxy, including abstentions, will be treated as present for purposes
of determining the presence or absence of a quorum for all matters voted on at the special meeting. Because, under
applicable rules, brokers holding shares in �street name� do not have discretionary voting
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authority with respect to any of the three proposals described in this proxy statement, if a beneficial owner of
Company common stock held in �street name� does not give voting instructions to the broker that is the record holder of
its, his or her shares, then those shares will not be counted as present in person or by proxy at the special meeting if no
other proposals are brought before the special meeting.

Vote Required

Merger Proposal

� Standard: Approval of the merger proposal requires the affirmative vote in person or by proxy of the holders
of at least two-thirds of the outstanding shares of Company common stock entitled to vote thereon.

� Effect of abstentions and broker non-votes: If you fail to submit a proxy card or vote in person, mark
�ABSTAIN� on your proxy or fail to instruct your broker how to vote with respect to the merger proposal, it
will have the same effect as a vote �AGAINST� the proposal.

Compensation Proposal

� Standard: Approval, on a non-binding, advisory basis, of the compensation proposal requires the affirmative
vote of the holders of a majority of the shares of Company common stock present in person or represented
by proxy at the special meeting.

� Effect of abstentions and broker non-votes: If you mark �ABSTAIN� on your proxy card, it will have the same
effect as a vote �AGAINST� the proposal. If you fail to submit a proxy card or vote in person at the special
meeting, or fail to instruct your broker how to vote with respect to the compensation proposal, it will have no
effect on the proposal.

Adjournment Proposal

� Standard: Whether or not a quorum is present, approval of the adjournment proposal requires the affirmative
vote of the holders of a majority of the shares of Company common stock present in person or represented
by proxy at the special meeting.

� Effect of abstentions and broker non-votes: If you mark �ABSTAIN� on your proxy card, it will have the same
effect as a vote �AGAINST� the proposal. If you fail to submit a proxy card or vote in person at the special
meeting, or fail to instruct your broker how to vote with respect to the adjournment proposal, it will have no
effect on the proposal.

Voting, Proxies and Revocation

Attending the Special Meeting
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All Company shareholders, including shareholders of record and shareholders who hold their shares through banks,
brokers or other holders of record or through the 401(k) Plan, are invited to attend the special meeting. Shareholders
of record can vote in person at the special meeting. If you are not a shareholder of record, you must obtain a legal
proxy executed in your favor from the record holder of your shares to be able to vote in person at the special meeting.
If you hold your shares in the 401(k) Plan, you may not vote in person at the special meeting. If you plan to attend the
special meeting, you must hold your shares in your own name or have a letter from the record holder of your shares
confirming your ownership. In addition, you must bring a form of personal photo identification with you in order to be
admitted to the meeting. The Company reserves the right to refuse admittance to anyone without proper proof of share
ownership or without proper photo identification.
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Voting by Shareholders of Record

If you are a shareholder of record, you may vote your shares of Company common stock on matters presented at the
special meeting in any of the following ways:

� by proxy�shareholders of record have a choice of submitting a proxy:

� by telephone or over the Internet, by accessing the telephone number or website specified on the
enclosed proxy card. The control number provided on your proxy card is designed to verify your
identity when voting by telephone or by Internet. Please be aware that you may incur costs such as
telephone and Internet access charges for which you will be responsible;

� by signing, dating and returning the enclosed proxy card in the enclosed postage-paid return envelope;
or

� in person�you may attend the special meeting and cast your vote there.
Voting of Shares Held in �Street Name�; Broker Non-Votes

If you are a beneficial owner of shares of Company common stock held in �street name,� you should receive instructions
from your bank, broker or other holder of record that you must follow in order to have your shares of Company
common stock voted. If you have not received such voting instructions or require further information regarding such
voting instructions, contact your bank, broker or other holder of record. If your bank, broker or other holder of record
holds your shares of Company common stock in �street name,� such record holder will vote your shares of Company
common stock only if you provide instructions on how to vote by filling out the voter instruction form sent to you by
such record holder with this proxy statement. Please note that, if you are a beneficial owner of shares of Company
common stock held in �street name� and wish to vote in person at the special meeting, you must obtain a legal proxy
executed in your favor from your bank, broker or other holder of record and present such legal proxy at the special
meeting.

Under stock exchange rules, brokers who hold shares of Company common stock in �street name� for a beneficial
owner of those shares typically have the authority to vote in their discretion on �routine� proposals when they have not
received instructions from beneficial owners. However, such record holders are not allowed to exercise their voting
discretion with respect to the approval of matters determined to be �non-routine.� �Broker non-votes� are shares held in
�street name� by brokers that are present in person or represented by proxy at the special meeting, but for which the
beneficial owner has not provided the record holder with instructions on how to vote on a particular proposal and such
record holder does not have discretionary voting power with respect to such proposal. Under applicable rules, brokers
holding shares in �street name� do not have discretionary voting authority with respect to any of the three proposals
described in this proxy statement. If a beneficial owner of Company common stock held in �street name� does not give
voting instructions to the applicable broker, then those shares will not be counted as present in person or by proxy at
the special meeting. As the vote to approve the merger proposal is based on the total number of shares of Company
common stock outstanding at the close of business on the record date, if you fail to issue voting instructions to your
broker, it will have the same effect as a vote �AGAINST� the proposal to adopt the merger agreement.
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Voting Shares of Company Common Stock Held Through the 401(k) Plan

If you participate in the Company�s 401(k) retirement savings plan (which we refer to as the �401(k) Plan�) and hold
shares in your plan account, you may vote the number of shares credited to your account as of the record date. You
should receive instructions from the 401(k) Plan trustee, Merrill Lynch, Pierce, Fenner & Smith (which we refer to as
�Merrill Lynch�), on how to vote your shares of Company common stock held in the 401(k) Plan. You must provide
Merrill Lynch with instructions on how to vote your shares. Only the trustee may vote your plan shares. You may not
vote shares held in the 401(k) Plan by returning a proxy card directly to the Company or by voting in person at the
special meeting.
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If you do not instruct the 401(k) Plan trustee, Merrill Lynch, as to how to vote your shares held in the 401(k) Plan,
Merrill Lynch may vote your shares in accordance with its fiduciary obligations under the Employee Retirement
Income Security Act of 1974, as amended.

Voting of Proxies; Incomplete Proxies

If you submit a proxy, regardless of the method you choose to submit such proxy, the individuals named on the
enclosed proxy card, and each of them, with full power of substitution, will vote your shares of Company common
stock in the way that you indicate. When completing the Internet or telephone processes or the proxy card, you may
specify whether your shares of Company common stock should be voted for or against, or abstain from voting, on all,
some or none of the specific items of business to come before the special meeting.

All shares represented by valid proxies that the Company receives through this solicitation, and that are not revoked,
will be voted in accordance with your instructions on the proxy card. If you properly sign your proxy card but do not
mark the boxes showing how your shares of Company common stock should be voted on a matter, the shares of
Company common stock represented by your proxy will be voted in accordance with the recommendations of the
Company board, which, as of the date of this proxy statement, are �FOR� the merger proposal, �FOR� the compensation
proposal and �FOR� the adjournment proposal.

Deadline to Vote by Proxy

Please refer to the instructions on your proxy card or voting instruction card to determine the deadlines for submitting
your proxy over the Internet or by telephone. If you choose to submit a proxy by mailing a proxy card, your proxy
card should be mailed in the enclosed postage-paid return envelope and must be received by our Corporate Secretary
by 5:00 p.m., central time, on February 28, 2019.

Revocation of Proxy

If you are a shareholder of record of shares of Company common stock, you may revoke a proxy by:

(i) signing and returning a proxy card with a later date;

(ii) voting by telephone or the Internet at a later time;

(iii) attending the special meeting and voting in person. Attending the special meeting alone, without voting at
the special meeting, will not be sufficient to revoke your proxy;

(iv) delivering written notice of revocation to the Company�s Corporate Secretary at 425 North Martingale Road,
Suite 1000, Schaumburg, Illinois 60173, which must be filed with the Corporate Secretary by 5:00 p.m.,
central time, on February 28, 2019.

If you are a �street name� holder of shares of Company common stock, you may change your vote by submitting new
voting instructions to your bank, broker or other holder of record or obtaining a legal proxy and voting in person at the
special meeting. You must contact the record holder of your shares to obtain instructions as to how to change your
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If you hold your shares of Company common stock in the 401(k) Plan, you should contact the plan trustee, Merrill
Lynch, to obtain instructions as to how to change your proxy vote.
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Adjournments and Postponements

Although it is not currently expected, the special meeting may be adjourned or postponed for the purpose of soliciting
additional proxies if there are insufficient votes at the time of the special meeting to approve the merger proposal. In
the event that there is present, in person or by proxy, sufficient favorable voting power to secure the vote of the
Company shareholders necessary to approve the merger proposal, the Company does not anticipate that it will adjourn
or postpone the special meeting, unless it is advised by counsel that such adjournment or postponement is necessary
under applicable law to allow additional time for any disclosure. Any adjournment or postponement of the special
meeting for the purpose of soliciting additional proxies will allow the Company shareholders who have already sent in
their proxies to revoke them at any time prior to their use at the special meeting as adjourned or postponed.

Solicitation of Proxies

The Company is soliciting your proxy in conjunction with the merger. The Company will bear the cost of soliciting
proxies from you. In addition to solicitation of proxies by mail, the Company will request that banks, brokers and
other holders of record send proxies and proxy materials to the beneficial owners of Company common stock and
secure their voting instructions. The Company has also made arrangements with Morrow Sodali LLC to assist it in
soliciting proxies and has agreed to pay Morrow Sodali LLC approximately $20,000 plus reasonable expenses for
these services.

Questions and Additional Information

If you have more questions about the merger or how to submit your proxy, or if you need additional copies of this
proxy statement or the enclosed proxy card or voting instructions, please contact Sparton Corporation, Attn:
Shareholders� Relations Department, 425 North Martingale Road, Suite 1000, Schaumburg, Illinois 60173, or by
telephone at 847-762-5800, or the Company�s proxy solicitor:

Morrow Sodali LLC

470 West Avenue�3rd floor

Stamford, CT 06902

Banks and Brokerage Firms Call: (203) 658-9400

Shareholders Call Toll Free: (800) 662-5200

Email: spa.info@morrowsodali.com

If you hold your shares in �street name� through a bank, broker or other holder of record, please also contact your bank,
broker or other holder of record for additional information.

Edgar Filing: SPARTON CORP - Form DEFM14A

Table of Contents 60



If you hold your shares in the 401(k) Plan, please also contact the plan trustee, Merrill Lynch, for additional
information.
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THE MERGER

This discussion of the merger is qualified in its entirety by reference to the merger agreement, which is attached to
this proxy statement as Annex A. You should read the entire merger agreement carefully as it is the legal document
that governs the merger.

Terms of the Merger

The Company board has unanimously approved the merger agreement and the execution, delivery and performance of
the merger agreement and the transactions contemplated by the merger agreement, including the merger. Upon the
terms and subject to the conditions set forth in the merger agreement, Merger Sub, a wholly owned subsidiary of
Parent, will merge with and into the Company, so that the Company will be the surviving corporation in the merger
and a wholly owned subsidiary of Parent. Upon the consummation of the merger, the separate corporate existence of
Merger Sub will cease.

At the effective time, each share of Company common stock issued and outstanding immediately prior to the effective
time (except for excluded shares) will be converted into the right to receive the merger consideration. For a discussion
of the treatment of awards outstanding under the Company stock plans as of the effective time, see �The Merger
Agreement�Treatment of Company Equity Awards.�

The Company shareholders are being asked to adopt the merger agreement. See �The Merger Agreement� for additional
and more detailed information regarding the legal documents that govern the merger, including information about
conditions to the consummation of the merger and provisions for terminating or amending the merger agreement.

Background of the Merger

Set forth below is a description of what we believe are the material aspects of the background and history of the
merger. This description may not contain all the information that is important to you. The Company encourages you
to read carefully the entirety of this proxy statement, including the merger agreement attached as Annex A to this
proxy statement, for a more complete understanding of the merger.

This description begins in August 2015 with the Company�s exploration of strategic alternatives that led to a process
in which the Company was marketed to potential acquirers and covers the background and history of the various
events following that time and leading to the signing of the merger agreement, including, among other things, the
signing and termination of a merger agreement (which we refer to as the �Ultra merger agreement�) with Ultra
Electronics Holdings plc (which we refer to as �Ultra�). The section below entitled ��Initial Exploration of Strategic
Alternatives; Transaction with Ultra,� which covers the start of such process until the signing of the Ultra merger
agreement, is substantially identical to the section entitled �Background of the Merger� contained in the proxy
statement filed by the Company in connection with the proposed merger with Ultra. For the background and history
relating to the merger that arose following the signing of the Ultra merger agreement, please see the section below
entitled��Developments Following Execution of Ultra Merger Agreement,� beginning on page 59.

The Company board and Company management regularly review and assess the Company�s business strategies and
objectives, and the Company board regularly reviews and discusses the Company�s performance, risks and
opportunities, all with the goal of enhancing value for the Company�s shareholders.

Initial Exploration of Strategic Alternatives; Transaction with Ultra
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refer to as the �2020 Vision�) and, as a part of such review, considered the possibility of potential strategic and financial
alternatives that might be available to the Company. As part of its review of the 2020 Vision, the Company board
heard presentations from two nationally-recognized middle market investment banks regarding the 2020 Vision and
the Company�s strategic alternatives. Neither investment bank had been retained by the Company to perform a review
of the Company�s strategic alternatives and the investment banks based their analyses solely on publicly available
information.

On September 2, 2015, the Company board held a telephonic meeting at which, as a result of its review of the 2020
Vision and in light of the possibility that Cary B. Wood, the President and Chief Executive Officer of the Company at
such time, might have an interest in partnering with a potential financial buyer of the Company, the Company board
created a special committee of independent directors of the Company board (which we refer to as the �special
committee�). The Company board designated Joseph J. Hartnett, the Chairman of the Company board at such time, and
directors James D. Fast, Charles R. Kummeth, David P. Molfenter, James R. Swartwout and Frank A. Wilson as the
members of the special committee. The special committee was delegated the power of the Company board to, among
other things, review the Company�s strategic alternatives and make a recommendation to the Company board regarding
the Company�s strategic alternatives. The special committee was authorized to retain its own advisors, including
financial advisors and legal counsel, to assist it in discharging its duties.

From September 2, 2015 through September 11, 2015, after seeking the input of the members of the special
committee, Mr. Hartnett and Mr. Swartwout researched and reviewed and interviewed representatives of various law
firms to identify potential legal counsel to be retained by the special committee to assist it in discharging its duties.

On September 18, 2015, the special committee held a telephonic meeting. Upon the recommendation of Messrs.
Hartnett and Swartwout, the special committee voted to retain Mayer Brown LLP (which we refer to as �Mayer Brown�)
to serve as its legal counsel.

On September 22, 2015, the special committee held a telephonic meeting at which representatives of Mayer Brown
were present. During the meeting, representatives of Mayer Brown discussed the responsibilities the special
committee had been charged with by the Company board and reviewed with the members of the special committee
their fiduciary duties under applicable law. In addition, representatives of Mayer Brown discussed expected next steps
in the process, including the retention by the special committee of a financial advisor to assist the special committee in
exploring strategic alternatives. In addition, representatives of Mayer Brown discussed considerations in addressing
any potential actions by Mr. Wood and other members of the Company management team to seek third-party support
for a potential proposal to acquire control of the Company.

On September 30, 2015, Mr. Wood delivered to the Company board a preliminary, non-binding proposal
contemplating that he and Michael W. Osborne, Senior Vice President, Corporate Development of the Company at
such time, and certain unspecified financial partners would acquire the Company at an unspecified cash price. The
proposal was subject to, among other things, obtaining financing, completion of due diligence with results satisfactory
to the financial partners in their sole discretion and negotiation of definitive transaction agreements.

On October 2, 2015, the special committee held a telephonic meeting at which representatives of Mayer Brown were
present. During the meeting, a representative of Mayer Brown outlined the terms of the September 30, 2015 proposal
sent by Mr. Wood and the special committee discussed the contents of a proposed letter to be sent by the special
committee responding to Mr. Wood. Mr. Hartnett also updated the special committee on the process that he and
Mr. Swartwout had been following to identify a list of potential financial advisors for the special committee�s
consideration, including an initial outreach process conducted by Mayer Brown to eight financial advisors on a
�no-names� basis to gauge each financial advisor�s interest in potentially representing the special committee to assist it in
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potential financial advisors to represent the special committee.
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On October 5, 2015, Mr. Hartnett, on behalf of the Company board and the special committee, sent to Mr. Wood a
letter acknowledging receipt of Mr. Wood�s proposal dated September 30, 2015 and stating that because the special
committee had not yet authorized the exploration of an acquisition of the Company, the Company would not be
moving forward to entertain Mr. Wood�s proposal at that time. The letter went on to state that in the event that the
special committee were to authorize an exploration of an acquisition of the Company, the special committee would
notify Mr. Wood of such development. Ultimately, Mr. Wood never submitted another proposal to acquire the
Company.

On November 4, 2015, the special committee held a meeting at the Company�s corporate headquarters at which
representatives of Mayer Brown were present. During the meeting, representatives of Mayer Brown discussed their
observations regarding the joint venture agreement (which we refer to as the �ERAPSCO agreement�) between Sparton
DeLeon Springs, LLC, a subsidiary of the Company (which we refer to as �SDS�) and UnderSea Sensor Systems, Inc., a
subsidiary of Ultra (which we refer to as �USSI�) under which SDS and USSI are 50/50 partners in a joint venture
(which we refer to as the �ERAPSCO JV�). The ERAPSCO JV allows SDS and USSI to combine their own unique and
complementary backgrounds to jointly develop and produce U.S. derivative sonobuoy designs for the United States
Navy (which we refer to as the �Navy�) as well as for foreign governments that meet Department of State licensing
requirements. Representatives of Mayer Brown provided their views on, among other things, the provisions of the
ERAPSCO agreement that restrict each party from certain transfers of their respective interests in the ERAPSCO JV,
unless the party seeking to make such a transfer first offers the other party the opportunity to purchase such interest
(which we refer to as the �ERAPSCO transfer provisions�). Mr. Hartnett also updated the special committee on the
process that he and Mr. Swartwout had been following to identify a list of four financial advisors for the special
committee to meet with and interview in-person in order to make a final selection of a financial advisor to advise the
special committee. Mr. Hartnett described to the special committee the four financial advisors that he and
Mr. Swartwout recommended for in-person meetings and, after discussion, the special committee approved their
recommendation and directed Messrs. Hartnett and Swartwout to schedule in-person meetings with representatives of
those financial advisors.

On November 18 and November 19, 2015, Messrs. Hartnett, Fast, Molfenter and Swartwout held in-person meetings
in Rosemont, Illinois with representatives of each of the four financial advisors approved by the special committee.
After discussion and consideration by Messrs. Hartnett, Fast, Molfenter and Swartwout, each of Wells Fargo
Securities and a middle-market financial advisor (which we refer to as �Financial Advisor A�) were asked to submit a
draft of a letter agreement pursuant to which it would be engaged to act as financial advisor to the special committee.

On November 30, 2015, Messrs. Hartnett, Fast, Molfenter and Swartwout conducted a conference call with
representatives of Wells Fargo Securities to discuss Wells Fargo Securities� draft form of engagement letter and
requested that Wells Fargo Securities submit a revised draft engagement letter reflecting their comments and
discussion.

On December 1, 2015, the special committee held a telephonic meeting at which representatives of Mayer Brown
were present. During the meeting, Mr. Hartnett updated the special committee on activities related to the search for
and engagement of a financial advisor for the special committee. The special committee supported the selection of
Wells Fargo Securities and Financial Advisor A for continued consideration and authorized Messrs. Hartnett, Fast,
Molfenter and Swartwout to continue their evaluation, including the negotiation of an acceptable form of engagement
letter with each of Wells Fargo Securities and Financial Advisor A, until they were prepared to recommend a financial
advisor to the special committee and submit a draft engagement letter for the recommended financial advisor for
approval of the special committee.
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From December 3 through December 29, 2015, representatives of the Company, Wells Fargo Securities and Mayer
Brown negotiated the terms of Wells Fargo Securities� engagement letter to act as financial advisor to the special
committee. During this period, Mr. Hartnett provided periodic updates to the special committee on the progress of the
negotiations of the Wells Fargo Securities engagement letter and the engagement letter for Financial Advisor A, a
revised draft of which was received on December 7, 2015.

On December 14, 2015, in light of the possibility that the special committee might retain Wells Fargo Securities to
serve as its financial advisor, Mayer Brown sent to Mr. Hartnett a waiver letter containing an acknowledgement by the
special committee that Mayer Brown has represented, and continues to represent, Wells Fargo Securities and its
affiliates with respect to matters other than its representation of the special committee and the letter provided that the
special committee consents to Mayer Brown continuing to represent the special committee, notwithstanding such
representations of Wells Fargo Securities and its affiliates.

On December 29, 2015, on the recommendation of Messrs. Hartnett, Fast, Molfenter and Swartwout, the special
committee approved the retention of Wells Fargo Securities to serve as its financial advisor to assist the special
committee in exploring strategic alternatives and authorized Mr. Hartnett to execute the Wells Fargo Securities
engagement letter that had been negotiated.

On December 31, 2015, the special committee, Wells Fargo Securities and the Company executed the Wells Fargo
Securities engagement letter.

On January 5, 2016, representatives of Wells Fargo Securities attended a management presentation at the Company�s
corporate headquarters. During the presentation, senior management of the Company reported on the state of the
Company�s business and strategy, including the 2020 Vision and key value drivers the Company was pursuing.

On January 8, 2016, the special committee held a telephonic meeting at which representatives of Wells Fargo
Securities and Mayer Brown were present. During the meeting, representatives of Wells Fargo Securities reviewed
and discussed the Company�s business plan and strategy with the special committee. In addition, the representatives of
Wells Fargo Securities reviewed and discussed with the special committee a preliminary list of companies that might
potentially be interested in acquiring one or more of the Company�s operations in the event that the Company were to
consider divesting part or all of its operations in the future. In addition, the special committee approved the waiver
letter that Mayer Brown had sent Mr. Hartnett on December 14, 2015 and directed Mr. Hartnett to execute such
waiver letter.

On January 10, 2016, Mr. Kummeth received a telephone call from a representative of a middle market private equity
fund focused on the healthcare industry (which we refer to as �Party A�) inquiring about a potential �go-private�
acquisition of the Company.

On January 13, 2016, Mr. Kummeth received a follow-up email from the representative of Party A that had contacted
him on January 10, 2016 reiterating Party A�s interest in discussing a potential �go-private� acquisition transaction of the
Company. In connection with such inquiry, Mr. Kummeth directed the representative of Party A to contact
Mr. Hartnett, as chairman of the Company board. The representative of Party A contacted Mr. Hartnett by email later
that day to express Party A�s interest in discussing a potential �go-private� acquisition of the Company.

On January 18, 2016, Mr. Hartnett responded by email to the representative of Party A that had sent him the email
expressing Party A�s interest in discussing a potential �go-private� transaction of the Company. In his response,
Mr. Hartnett thanked the representative of Party A for his email and indicated that the Company board continues to
focus on the best path forward for creating value for the Company�s shareholders and that if there is an appropriate
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On January 28, 2016, the special committee held a telephonic meeting at which representatives of Wells Fargo
Securities and Mayer Brown were present. During the meeting, Messrs. Kummeth and Hartnett reported to the special
committee their communications with the representative of Party A. The special committee also discussed the process
for having Company management produce a five-year forecast that Wells Fargo Securities could use for purposes of
assisting the special committee in evaluating strategic alternatives. The special committee decided that such forecast
would be subject to the review of the special committee and would not be authorized for use by Wells Fargo
Securities unless and until approved by the special committee.

On February 5, 2016, Mr. Wood resigned as the President and Chief Executive Officer of the Company and as a
member of the Company board, effective as of such date and Mr. Osborne left the Company, also effective as of such
date. Also on February 5, 2016, the Company board appointed Mr. Hartnett as interim President and Chief Executive
Officer of the Company and Mr. Hartnett resigned as Chairman of the Company board and as a member of the audit
committee of the Company board but remained on the Company board as a director and as a member of the special
committee. Finally, on February 5, 2016, the Company board appointed Mr. Swartwout to serve as Chairman of the
Company board.

On February 8, 2016, Rakesh Sharma, Chief Executive of Ultra, contacted Mr. Swartwout by telephone. During the
call, Mr. Sharma expressed an interest in a potential acquisition of the Company�s sonobuoy business. Mr. Swartwout
and Mr. Sharma discussed certain potential tax implications of such a transaction as well as matters relating to the
Navy, ECP�s largest customer. Mr. Swartwout concluded by telling Mr. Sharma that if the Company were to consider
such a transaction, the Company would contact Mr. Sharma first.

On February 9, 2016, a representative of an aerospace and defense company contacted Mr. Hartnett by email
regarding a potential strategic transaction with the Company. Mr. Hartnett responded to such representative by email
in which he indicated that the Company board continues to focus on the best path forward for creating value for the
Company�s shareholders and that if there is an appropriate time for a conversation with his organization regarding a
strategic transaction, the Company board would keep his organization in mind. Ultimately, this party did not execute a
non-disclosure agreement with the Company or make a proposal to acquire the Company.

On March 8, 2016, the special committee held a meeting at the Company�s corporate headquarters at which
representatives of Wells Fargo Securities and Mayer Brown were present, as well as Joseph G. McCormack, Senior
Vice President and Chief Financial Officer of the Company and other members of the Company�s senior management.
During the meeting, representatives of Wells Fargo Securities reviewed and discussed with the special committee the
Company�s historical financial performance, and the historical prices at which its common stock had traded. In
addition, the special committee, with the assistance of representatives of Wells Fargo Securities, reviewed and
discussed management�s status quo financial forecast plan and the key considerations in evaluating the risks in
achieving that plan. Also, representatives of Wells Fargo Securities provided preliminary financial analysis with
respect to the Company and described certain strategic alternatives available to the Company, including continuing to
execute management�s status quo financial forecast plan, and certain execution and process considerations related
thereto, and a possible acquisition of the Company or its business segments by one or more third parties. Upon the
conclusion of those discussions, the representatives of Wells Fargo Securities and Mr. McCormack and other
members of the Company�s senior management left the meeting and the special committee adopted resolutions
recommending to the Company board that the Company proceed to conduct a process (which we refer to as the
�marketing process�) to identify parties interested in purchasing or engaging in a merger or other strategic transaction
with (i) the Company, (ii) MDS or (iii) the Company as it would exist after a divestiture of MDS, and to identify and
determine the price and other terms and conditions upon which any such parties would be willing to consummate any
such transactions. The special committee also resolved to recommend to the Company board that the Company board
establish a new committee (which we refer to as the �process committee�) comprised of Messrs. Hartnett, Molfenter and
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standstill and other preliminary agreements and to negotiate purchase agreements, merger agreements and other
applicable definitive transaction agreements, except that the process committee would not have the power or authority
to authorize the Company to enter into any sale or other business combination transaction or any agreement obligating
the Company to consummate any such transaction. Finally, the special committee adopted a resolution to recommend
to the Company board that the Company issue a press release announcing that the Company board is considering a
range of strategic alternatives with the goal of identifying the best way to enhance shareholder value. Immediately
following the adjournment of the meeting of the special committee, the Company board met and adopted resolutions
implementing all of the special committee�s recommendations. While not all members of the Company board were
members of the process committee, meetings of the process committee were open to all members of the Company
board that would like to attend, and often members of the Company board that were not members of the process
committee attended meetings of the process committee.

On March 10, 2016, Engine Capital, L.P., Norwood Capital Partners, LP and certain of their respective affiliates
(which we collectively refer to as the �Engine Group�) filed a Schedule 13D with the SEC disclosing, in the aggregate,
ownership of approximately 6.9% of the outstanding shares of Company common stock. In its Schedule 13D, the
Engine Group stated that it had entered into an agreement to, among other things, undertake a plan of action at the
Company aimed at enhancing shareholder value, which plan may include, but not be limited to, proposals relating to
the Company�s operations, cost and capital allocation, strategic alternatives, the calling of special meetings, and/or
reconstitution of the Company board.

On March 16, 2016, Mr. Swartwout contacted Mr. Sharma to inform him that later that day the Company would be
issuing a press release announcing that the Company board had been exploring strategic alternatives, with the goal of
identifying the best way to enhance shareholder value. Mr. Swartwout also told Mr. Sharma that the Company would
like to begin discussions with Ultra in connection with a potential transaction and would like to provide confidential
information to Ultra to facilitate those discussions. To that end, Mr. Sharma requested that the Company send to Ultra
a draft of a non-disclosure agreement under which the Company would provide certain non-public information to
Ultra to facilitate Ultra in making an acquisition proposal.

Later on March 16, 2016, the Company issued a press release announcing that the Company board had been exploring
strategic alternatives, with the goal of identifying the best way to enhance shareholder value. The press release stated
that Wells Fargo Securities had been retained as financial advisor and that Mayer Brown had been retained as legal
advisor to assist in the process.

On March 17, 2016, at the request of the Company board, representatives of Wells Fargo Securities called
representatives of Ultra to discuss exploring strategic alternatives with Ultra. During the call, as authorized by the
Company board, the representatives of Wells Fargo Securities informed Ultra that a sale of ECP to Ultra might not be
financially attractive to the Company, given the potential tax impact on the Company that would result from such a
transaction. As directed by the Company board, the representatives of Wells Fargo Securities emphasized that the
more straightforward course of action would be an acquisition of the Company in its entirety by Ultra, but the
Company board was open to considering other alternatives if superior value could be achieved for the Company�s
shareholders.

On March 18, 2016, the process committee held a telephonic meeting. During the meeting, the process committee
reviewed and discussed a proposed preparation and marketing timeline, including the assembling of documents for the
data room, the preparation of a carve-out audited financial statement for MDS and the preparation of a quality of
earnings analysis that would present ECP and MDS as standalone businesses and address corporate costs.
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Company and its subsidiaries and a proposal for the Company�s outside auditors to prepare audited carve-out financial
statements for MDS.
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On April 1, 2016, the process committee held a telephonic meeting during which it reviewed the progress of the
preparation of the quality of earnings report for the Company and its subsidiaries and preparation of the audited
carve-out financial statements for MDS.

On April 18, 2016, the process committee held a telephonic meeting during which it reviewed and approved certain
proposed changes to the latest draft of the non-disclosure agreement received from Ultra and reviewed and discussed
an updated timeline for the marketing process.

On April 22, 2016, as requested by the process committee, representatives of Wells Fargo Securities called
representatives of Ultra to discuss the possibility of Ultra proposing to acquire the Company and the Company board�s
process of exploring strategic alternatives. During the call, a representative of Ultra stated that Ultra was not interested
in acquiring MDS, but that Ultra would be open to considering an acquisition of the entire Company.

On April 27, 2016, the Company issued a press release announcing that as part of its previously announced
exploration of strategic alternatives, the Company board had authorized Wells Fargo Securities to conduct a process to
identify parties interested in acquiring the entire Company.

On April 28, 2016, the Company board held a meeting at its corporate headquarters at which representatives of Wells
Fargo Securities and Mayer Brown were present. During the meeting, representatives of Wells Fargo Securities
updated the Company board on the status of the marketing process. The representatives of Wells Fargo Securities
noted that Baker Tilly Virchow Krause, LLP had commenced work on a quality of earnings report for the Company
and its subsidiaries. Representatives of Wells Fargo Securities also discussed the status of the five-quarter forecast and
five-year projections being prepared by Company management as well as the current status of the confidential
information package regarding the Company to be used in the initial stage of the marketing process. Wells Fargo
Securities also reviewed and discussed the 15 potential strategic buyers and 20 potential financial buyers that had to
date reached out to Wells Fargo Securities to express an interest in a potential strategic transaction with the Company.

On May 4, 2016, the Company announced that it had entered into an agreement with the Engine Group pursuant to
which Alan L. Bazaar and John A. Janitz were appointed to the Company board. Under the agreement, the Engine
Group agreed, among other things, to vote its Company shares in support of all of the Company�s director nominees,
including both Messrs. Bazaar and Janitz, at the Company�s 2016 annual meeting of shareholders and to abide by
customary standstill provisions until January 1, 2017. In addition, under the terms of the agreement, Mr. Janitz and
Mr. Bazaar were each appointed to the process committee and the special committee, among other committee
appointments.

On May 9, 2016, Ultra Electronics Limited, a subsidiary of Ultra, and the Company entered into a non-disclosure
agreement.

On May 11, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities were present. During the meeting, a representative of Wells Fargo Securities updated the
process committee on the status of preparations for the marketing process and the timeline for the marketing process.
After discussion, the process committee authorized Wells Fargo Securities to contact the 82 potential strategic buyers,
including Ultra, that Wells Fargo Securities had identified to the process committee regarding a potential strategic
transaction with the Company and to send interested parties a form of non-disclosure agreement approved by the
process committee so that the Company could provide certain non-public information to interested parties to facilitate
their making of acquisition proposals. In addition, a sub-committee comprised of Mr. Hartnett and Mr. Swartwout was
formed to oversee and administer, with the advice of counsel, the negotiation and execution of non-disclosure
agreements with potential buyers. The form of non-disclosure agreement approved by the process committee
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consent of the Company board, from participating in a proposal for the Company either publicly or privately or from
asking the Company to amend or waive such standstill provisions (often referred to as a �don�t ask, don�t waive�
provision), except that the counterparty may ask the Company to amend or waive the standstill provisions (i) after the
Company enters into a definitive agreement with respect to (or has recommended that Company shareholders accept
or approve) a transaction involving the acquisition of all or a majority of the Company�s outstanding equity securities
or all or substantially all of the Company�s assets and (ii) in order to make a proposal for the Company to the Company
board on a confidential basis.

From May 2016 through July 2016, representatives of Wells Fargo Securities contacted the 81 potential strategic
buyers, other than Ultra, which had already been contacted, and sent the process committee-approved form of
non-disclosure agreement to the 46 strategic buyers that expressed an interest in exploring a strategic transaction with
the Company.

On June 3, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo Securities
provided an update on the status of the confidential information package regarding the Company and its businesses
(which we refer to as the �CIP�), the status of the strategic buyer outreach process authorized by the process committee
and the timeline for the marketing process. After discussion, the process committee authorized Wells Fargo Securities
to contact the 98 potential financial buyers that Wells Fargo Securities had identified to the process committee
regarding a potential strategic transaction with the Company and to send any interested parties the process
committee-approved form of non-disclosure agreement so that the Company could provide certain non-public
information to interested parties to facilitate their making of acquisition proposals.

From June 2016 through July 2016, representatives of Wells Fargo Securities contacted the 98 potential financial
buyers and sent the process committee-approved form of non-disclosure agreement to the 61 financial buyers that
expressed an interest in exploring a strategic transaction with the Company.

On June 10, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities and Mayer Brown were present. At the meeting, the process committee approved the final
form of the CIP to be distributed to all prospective buyers that had executed a non-disclosure agreement with the
Company.

On June 14, 2016, Mr. Hartnett attended the regularly scheduled meeting of the board of directors of the ERAPSCO
JV at USSI�s offices in Columbia City, Indiana. Following the meeting, representatives of Ultra met with Mr. Hartnett
and inquired about the Company board�s process of exploring strategic alternatives. Mr. Hartnett told the
representatives of Ultra that Wells Fargo Securities would contact Ultra soon about participating in the marketing
process. Representatives of Ultra inquired as to whether the marketing process only contemplated the Company board
pursuing a sale of the entire Company, to which Mr. Hartnett responded that the Company board was committed to
considering all potential transactions that might create value for the Company shareholders. Finally, a representative
of Ultra stated that Ultra would expect that the Company would comply with the ERAPSCO transfer provisions as
part of the marketing process. Mr. Hartnett responded that it was not clear at this stage of the marketing process
whether the ERAPSCO transfer provisions would apply to any transaction the Company board might select to pursue
but that in any event the Company would comply with all of its obligations under the ERAPSCO agreement.

On June 17, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo Securities
updated the process committee on the status of the marketing process and reported that to date 19 strategic buyers and
15 financial buyers had executed non-disclosure agreements and received the CIP. In addition, at the meeting, the
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indications of interest from potential buyers of ECP, MDS or the entire Company to interested parties with a requested
deadline for submissions of initial indications of interest due July 12, 2016.

During the week of June 20, 2016, as instructed, Wells Fargo Securities sent an IOI letter to all potential buyers that
received the CIP and had not indicated that they were no longer interested in participating in the marketing process.

On June 24, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Mayer Brown were present. During the meeting, the process committee discussed information provided by Wells
Fargo Securities on the status of the marketing process including that, to date, 21 strategic buyers and 28 financial
buyers had executed non-disclosure agreements and received the CIP.

On June 29, 2016, the Company board held a meeting at the Company�s corporate headquarters at which
representatives of Wells Fargo Securities and Mayer Brown were present. During the meeting, representatives of
Wells Fargo Securities updated the Company board on the status of the marketing process and reported that to date, 83
strategic buyers and 101 financial buyers had been contacted, with 21 strategic buyers and 30 financial buyers
executing non-disclosure agreements and receiving the CIP and IOI letter. In addition, 28 potential buyers were still
negotiating non-disclosure agreements as of such date. In addition, during the meeting, the Company board discussed
the advantages and disadvantages of four potential strategic alternative scenarios: (i) a buyer acquiring the entire
Company, (ii) a buyer acquiring the entire Company and thereafter the buyer selling one of the Company�s business
segments to a second buyer, (iii) a buyer acquiring one of the Company�s business segments and a second buyer then
acquiring the Company, which would own the remaining business segment, with both transactions closing
substantially simultaneously and (iv) a buyer acquiring one of the Company�s business segments and at a later time a
second buyer acquiring the Company, which would own the remaining business segment. Finally, the Company board
noted and considered that since Mr. Wood�s resignation on February 5, 2016, the membership of the Company board
and the membership of the special committee were the same and that the responsibilities of special committee were, in
effect, being discharged by the Company board. In light of such facts, the Company board adopted resolutions
formally rendering the special committee inactive, but not dissolving the special committee so that it would be
available in the future in the event the special committee needed to be reactivated later in the marketing process. The
resolutions adopted by the Company board also charged the Company board with carrying out the duties previously
delegated to the special committee, with Wells Fargo Securities and Mayer Brown to serve as advisors to the
Company board, which arrangements were subsequently memorialized in amendments to such advisors� respective
engagement letters.

On July 8, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo Securities
updated the process committee on the status of the marketing process and reported that to date 23 strategic buyers and
50 financial buyers had executed non-disclosure agreements and received the CIP, with 18 strategic buyers and 44
financial buyers continuing to participate in or not having affirmatively withdrawn from the marketing process.

On July 12, 2016, Wells Fargo Securities received initial indications of interest from seven strategic buyers, including
Ultra, and 14 financial buyers. Nine of the initial indications of interest contained a proposal to acquire the entire
Company, with indicative prices ranging from $18.00 to $28.00 per share of Company common stock. Six of the
initial indications of interest contained a proposal to acquire ECP, with indicative prices ranging from $220 million to
$275 million, on a cash-free, debt-free basis. Eight of the initial indications of interest contained a proposal to acquire
MDS, with prices ranging from $90 million to $150 million, on a cash-free, debt-free basis. Ultra�s initial indication of
interest contained a proposal to acquire the entire Company for $21.00 per share of Company common stock, which
attributed a value of $60 million, on a cash-free, debt-free basis, to MDS and a value of $270 million, on a cash-free,
debt-free basis, to ECP. In its initial indication of interest, Ultra also expressed a willingness to work with a potential
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the initial indications of interest submitted, a non-U.S.based manufacturer of defense products (which we refer to as
�Party B�) submitted a proposal to acquire the entire Company at a price range of $26.00 to $28.00 per share of
Company common stock. Party B�s indication of interest also contained a proposal to acquire ECP for $250 million, on
a cash-free, debt-free basis. Among the initial indications of interest submitted, an indication of interest was also
submitted by a financial buyer (which we refer to as �Party C�) to acquire the entire Company at a price range of $25.00
to $28.00 per share of Company common stock. Party A did not submit an initial indication of interest.

On July 15, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo Securities
reviewed and discussed its preliminary financial analyses with respect to the Company and its two business segments.
In addition, a representative of Wells Fargo Securities updated the process committee on the status of the marketing
process and provided a summary of the financial terms of the initial indications of interest received on July 12, 2016.
Mr. McCormack also described for the process committee the tax basis analysis of the Company that had recently
been completed. The tax basis analysis indicated that, given the Company�s low tax basis in ECP, a sale of ECP would
result in significant tax liability to the Company. After a review and discussion with the assistance of representatives
of Wells Fargo Securities, the process committee directed that the 13 potential buyers, including Ultra, that had
proposed the highest values be invited to participate in the next stage of the marketing process, which would include
management presentations.

On July 20, 2016, Wells Fargo Securities received an initial indication of interest from a strategic buyer to acquire
ECP for $300 million, on a cash-free, debt-free basis.

On July 22, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo Securities
updated the process committee on the status of the marketing process, including the schedule for management
presentations to the potential buyers invited to participate in the next stage of the process. In addition, the process
committee approved the potential buyer that submitted its initial indication of interest on July 20, 2016 for
advancement to the next stage of the marketing process.

On July 23, 2016, Wells Fargo Securities received an initial indication of interest from a strategic buyer to acquire
ECP for $320 million, on a cash-free, debt-free basis. The strategic buyer was invited to advance to the next stage of
the marketing process.

On July 25, 2016, at the Company�s corporate headquarters, Mr. Hartnett and other members of Company management
gave a management presentation to Ultra regarding the Company, its business segments and operations and its
historical and projected financial performance.

From July 26, 2016 through August 12, 2016, Mr. Hartnett and other senior management of the Company gave 14
management presentations at the Company�s corporate headquarters to the other potential buyers that advanced to the
next stage of the process.

On July 28, 2016, Wells Fargo Securities received a revised initial indication of interest from a strategic buyer that
had not been invited to advance to the next stage in the marketing process. The strategic buyer�s revised proposal was
to acquire ECP following the sale of MDS for $325 million on a debt-free basis. The strategic buyer was invited to
advance to the next stage of the marketing process.

On July 29, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo Securities
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During the week of August 8, 2016, the 15 potential buyers still participating in the marketing process were granted
access to limited due diligence materials regarding the Company and its businesses via an online virtual data room.

On August 12, 2016, Wells Fargo Securities sent to the 15 potential buyers still participating in the marketing process
a letter requesting the submission by August 19, 2016 of revised indications of interests to acquire the entire Company
or one of its business segments.

On August 19, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo
Securities updated the process committee on the status of the marketing process, including with respect to the
expected submission later in the day of revised indications of interest from the potential buyers participating in the
marketing process.

On August 22, 2016, Mr. Hartnett spoke to Mr. Sharma by telephone regarding Ultra�s participation in the current
stage of the marketing process and the next stages in the process.

From August 19 through August 23, 2016, Wells Fargo Securities received revised indications of interest from four
strategic buyers, including Ultra, and seven financial buyers. Six of the revised indications of interest contained a
proposal to acquire the entire Company, with prices ranging from $19.50 to $28.00 per share of Company common
stock. Four of the revised indications of interest contained a proposal to acquire ECP, with prices ranging from
$235 million on a cash-free, debt-free basis to $325 million, on a debt-free basis, which proposal was structured as an
acquisition of the Company following a pre-closing divestiture of MDS. Two of the revised indications of interest
contained a proposal to acquire MDS, with prices ranging from $92.5 million to $120 million, on a cash-free,
debt-free basis. Ultra�s revised indication of interest contained a proposal to acquire the entire Company at a price of
$26.00 per share of Company common stock, contingent upon a sale of MDS for $145 million. To the extent the sale
price for MDS would be higher or lower than $145 million, the per share purchase price would be adjusted
accordingly to account for the change in the Company�s implied enterprise value. Ultra also stated in its revised
indication of interest that it reserved its rights under the ERAPSCO transfer provisions. Among the revised indications
of interest submitted, Party B submitted a proposal to acquire the entire Company at a price range of $26.00 to $28.00
per share of Company common stock. Party B�s revised indication of interest also contained a proposal to acquire the
Company�s ECP business segment for $250 million, on a cash-free, debt-free basis. Also, among the revised initial
indications of interest submitted, Party C submitted a proposal to acquire the entire Company at a price of $26.00 per
share of Company common stock.

On August 24, 2016, the Company board held a meeting at its offices at which representatives of Wells Fargo
Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo Securities reviewed
and discussed its preliminary financial analyses with respect to the Company and its two business segments. In
addition, a representative of Wells Fargo Securities provided a summary of the revised indications of interest received
from August 19, 2016 through August 23, 2016. The Company board discussed the revised indications of interest and
noted, among other things, that Ultra�s revised indication of interest reflected a valuation of ECP that was $90 million
lower than the highest revised indication of interest for that business segment and a valuation of MDS that was
approximately $25 million higher than any other revised indication of interest for that business segment. Wells Fargo
Securities also discussed with the Company board the upcoming stages of the marketing process for the parties that
continued participating in the process, which would include access for potential buyers to an online virtual data room
containing more complete information than that provided to date as well as submission by potential buyers of
mark-ups of drafts of definitive transaction documents.
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On August 25, 2016, Mr. Hartnett spoke to Mr. Sharma by telephone. Mr. Hartnett told Mr. Sharma that based on the
revised indications of interest that had been received, Ultra�s revised indication of interest reflected a valuation of ECP
that was $90 million lower than the highest revised indication of interest for that business segment and a valuation of
MDS that was approximately $25 million higher than that from any other revised indication of interest for that
business segment. Mr. Hartnett encouraged Mr. Sharma to have Ultra raise its price to top all other potential buyers
and requested that, if the Company decided to pursue an acquisition of the entire Company by another potential buyer,
Ultra commit to work as a cooperative joint venture partner with that potential buyer after completion of the
transaction. Mr. Sharma responded that Ultra would further consider its most recent indication of interest and would
consider submitting a revised indication of interest in the coming days.

On August 30, 2016, Wells Fargo Securities received a revised indication of interest for the acquisition of MDS for
$100 million, on a cash-free, debt-free basis.

On September 1, 2016, Ultra submitted to Wells Fargo Securities a revised indication of interest letter. Ultra�s revised
indication of interest contained a proposal to acquire the entire Company at a price of $27.00 per share of Company
common stock, contingent upon a sale of MDS for $125 million. To the extent the sale price for MDS would be higher
or lower than $125 million, the per share purchase price would be adjusted accordingly to account for the change in
the Company�s implied enterprise value. Ultra also stated in its revised indication of interest that it reserved its rights
under the ERAPSCO transfer provisions.

On September 2, 2016, the process committee held a telephonic meeting at which representatives of Wells Fargo
Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo Securities updated the
process committee on the revised indications of interest received since the meeting of the Company board on
August 24, 2016, including the revised indication of interest received from Ultra on September 1, 2016. After review
and discussion with the assistance of representatives of Wells Fargo Securities, the process committee directed that the
ten potential buyers, including Ultra, that had proposed the highest values be invited to participate in the next stage of
the marketing process.

On September 7, 2016, as directed by the process committee Wells Fargo Securities sent to each of those potential
buyers, including Ultra, a process letter that had been approved by the process committee requesting final proposals to
acquire the entire Company or one of its business segments by October 7, 2016. The process letters indicated that for
potential buyers that would be making proposals to acquire the entire Company or ECP, a form of merger agreement
would be sent to them prior to October 7, 2016 for their review and comment and for potential buyers that would be
making proposals for MDS, an indicative term sheet setting forth the material terms of an MDS acquisition would be
sent to them prior to October 7, 2016 for their review and comment.

On September 12, 2016, a representative of Wells Fargo Securities spoke by telephone with a representative of RBC
Capital Markets (which we refer to as �RBC�), a financial advisor to Ultra, regarding the due diligence process. As
directed by the process committee, the representatives of Wells Fargo Securities provided RBC with certain
information provided by the Company regarding the Company�s corporate cost structure and the likely liabilities that
would remain in the Company if the Company were to divest MDS. The representative of RBC informed the
representatives of Wells Fargo Securities that Ultra and the Company appeared to have different views on the
applicability of the ERAPSCO transfer provisions to the marketing process and that it would be useful for
Mr. Hartnett and Mr. Sharma to discuss this matter.

Also on September 12, 2016, additional due diligence materials were made available in the online virtual data room
for each of the potential buyers that continued to participate in the process.
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of the ERAPSCO transfer provisions to the marketing process, he would like to discuss the issue with Mr. Hartnett by
telephone.

On September 14, 2016, Mr. Hartnett spoke with Mr. Sharma by telephone. They discussed the current state of the
marketing process, including the fact that other potential buyers were offering higher value than Ultra for a strategic
transaction, and their different views as to the applicability of the ERAPSCO transfer provisions to the marketing
process. Mr. Hartnett and Mr. Sharma agreed that they would meet, together with their respective financial advisors,
in Boston on September 19, 2016 to seek a resolution to the issue relating to the ERAPSCO transfer provisions.

On September 16, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of
Wells Fargo Securities updated the process committee on the status of the marketing process, including requests from
certain buyers for additional information and site visits at the Company�s facilities. The process committee also
discussed issues relating to Mr. Hartnett�s upcoming meeting on September 19, 2016 in Boston with Mr. Sharma and
representatives of the Company�s and Ultra�s respective financial advisors.

On September 19, 2016, Mr. Hartnett and Mr. Sharma met in Boston, together with representatives of their respective
financial advisors. During the meeting, Mr. Hartnett told Mr. Sharma that a sale of the entire Company was the most
likely strategic transaction that would result from the marketing process. Mr. Sharma indicated Ultra�s strong
preference that Ultra would only acquire the Company following a sale of MDS or, alternatively, that the Company
sell MDS to a buyer and otherwise remain a public company. Mr. Sharma also requested exclusivity in order to
remain in the marketing process, to which Mr. Hartnett responded that exclusivity for Ultra was not justified at this
time, given the value Ultra had indicated it would be prepared to offer relative to other potential buyers. Mr. Hartnett
and Mr. Sharma discussed their respective views on the applicability of the ERAPSCO transfer provisions to the
marketing process. Mr. Hartnett indicated to Mr. Sharma that if the Company were to pursue a transaction for the
Company or ECP to be acquired by a potential buyer other than Ultra, the Company would provide an opportunity for
representatives of Ultra to meet with representatives of such potential buyer prior to the Company entering into a
definitive transaction agreement with such potential buyer. Mr. Hartnett and Mr. Sharma agreed that they should
consider amending the ERAPSCO agreement to clarify the application of the ERAPSCO transfer provisions to
circumstances such as the marketing process, as well as modify other commercial points relating to issues that had
arisen in the ERAPSCO JV since the last time the ERAPSCO agreement was amended. Although the Company and
Ultra and their respective advisors subsequently negotiated a draft of an amendment of the ERAPSCO agreement, no
such amendment or other agreement regarding the applicability of the ERAPSCO transfer provisions was ever
executed by the Company, Ultra or their respective subsidiaries.

On September 21, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities and Mayer Brown were present. During the meeting, Mr. Hartnett, with the
assistance of a representative of Wells Fargo Securities summarized for the process committee the matters discussed
at the meeting with representatives of Ultra and its financial advisor that they attended in Boston on September 19,
2016, including with respect to working with Ultra and its representatives to amend the ERAPSCO agreement.

On September 21, 2016, as directed by the process committee, Wells Fargo Securities sent to potential buyers that
would be making proposals to acquire the entire Company or ECP, including Ultra, a form of merger agreement,
which had been prepared by Mayer Brown and approved by the process committee, for their review and comment to
be included in their proposals that were due on October 7, 2016. The draft proposed, among other things, (i) a �hell or
high water� provision that required the proposed buyer to take any and all actions necessary to obtain antitrust approval
for the merger (including offering and agreeing to divestitures with respect to its existing business or the Company�s
business and/or litigating to resist or eliminate any order seeking to delay or prohibit the merger), (ii) a termination fee
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the Company board to change its recommendation that the Company shareholders vote to adopt the merger agreement
(even in the absence of a superior proposal) if the Company board determined in good faith, after consulting with its
outside legal counsel, that the failure to do so would be inconsistent with the directors� fiduciary duties to shareholders.
The draft did not condition the closing of the merger on the parties obtaining any regulatory approval, other than
clearance under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (which we refer to as the
�HSR Act�), or on the potential buyer obtaining financing.

On September 30, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of
Wells Fargo Securities updated the process committee on the status of the marketing process, including that several
potential buyers continued to appear to be actively conducting due diligence, with Ultra and Party B appearing the
most active to date. In addition, two bidders, including Party C, informed Wells Fargo Securities that they were no
longer going to participate in the marketing process, while three other potential buyers appeared to only be performing
limited due diligence.

On September 30, 2016, as directed by the process committee, Wells Fargo Securities sent to potential buyers, that
would be making proposals to acquire MDS, an indicative term sheet, which had been prepared by Mayer Brown and
approved by the process committee, setting forth the material terms of an MDS acquisition for their review and
comment to be included in their proposals that were due on October 7, 2016. The indicative term sheet provided for,
among other things, (i) a transaction for the sale of MDS that would close immediately prior to the consummation of a
merger transaction pursuant to which another potential buyer would acquire the Company, (ii) a cash purchase price
for MDS on a cash-free, debt-free basis, (iii) certain transition services and supply arrangements to be entered into
with the Company, (iv) approval of the transaction by the Company shareholders and (v) the potential buyer to obtain
representation and warranty insurance to provide coverage for claims relating to a breach of representation or warranty
by the Company or any of its subsidiaries, with no liability of the Company or its subsidiaries for such claims. The
indicative term sheet did not condition the closing of the transaction on the parties obtaining any regulatory approval
other than clearance under the HSR Act or on the potential buyer obtaining financing.

On October 7, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo
Securities updated the process committee on the status of the marketing process, including that Party C had
re-engaged in the marketing process and was expected to submit a proposal on October 7, 2016.

From October 7, 2016 through October 10, 2016, Wells Fargo Securities received revised indications of interest from
three potential buyers, including Party C. Two of the revised indications of interest contained proposals to acquire the
entire Company and one revised indication of interest contained a proposal to acquire ECP. There were no revised
indications of interest with a proposal to acquire MDS. Party C submitted a revised indication of interest containing a
proposal to acquire the entire Company for $26.00 per share of Company common stock, with the other updated
indication of interest containing a proposal at a price of $21.00 per share of Company common stock. Neither Party C
nor the other potential buyer submitted a mark-up of the merger agreement with their updated indications of interest,
but Party C included an issues list. The indication of interest containing a proposal to acquire ECP was at a price of
$260 million, on a debt-free basis, which proposal was structured as an acquisition of the Company following a
pre-closing divestiture of MDS, and did not contain a mark-up of the merger agreement, but did include an issues list.

On October 8, 2016, Mr. Hartnett and Mr. Sharma spoke by telephone. During the conversation, Mr. Sharma informed
Mr. Hartnett that Ultra was no longer pursuing a strategic transaction with the Company, but that, given the
ERAPSCO JV relationship, Ultra would like for the Company to provide an opportunity for representatives of Ultra to
meet with representatives of any potential buyer of the Company or ECP prior to the Company entering into a
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On October 9, 2016, Mr. Hartnett sent Mr. Sharma an email confirming that the Company would provide an
opportunity for representatives of Ultra to meet with representatives of any potential buyer of the Company or ECP
prior to the Company entering into a definitive transaction agreement with such potential buyer.

On October 14, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo
Securities updated the process committee on the status of the marketing process, including with respect to the three
updated indications of interest that were received from October 7, 2016 through October 10, 2016. A representative of
Wells Fargo Securities also noted that except for the three potential buyers that submitted a revised indication of
interest and Party B, all other potential buyers had withdrawn from the marketing process. In that regard, an updated
indication of interest from Party B was expected to be received later on October 14, 2016.

Later on October 14, 2016, Party B submitted an updated indication of interest containing a proposal to acquire the
entire Company for $24.00 per share of Company common stock and a mark-up of the merger agreement.

On October 19, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo
Securities updated the process committee on the status of the marketing process, including with respect to discussions
with the potential buyers remaining in the marketing process. At the meeting, representatives of Wells Fargo
Securities, noting that the number of potential buyers in the process had decreased from ten to four, with Party B and
Party C appearing to be the potential buyers most interested in pursuing a potential strategic transaction with the
Company, provided additional information regarding investment banking and lending relationships that it or its
affiliates had with these remaining bidders. Among other things, a representative of Wells Fargo Securities
highlighted for the process committee that (i) Wells Fargo Securities or an affiliate of Wells Fargo Securities is the
lead bank for the current credit facility of a subsidiary of Party B and (ii) Wells Fargo Securities or an affiliate of
Wells Fargo Securities is a participant in the current credit facility of a consultant that has been advising Party B in its
evaluation of a strategic transaction with the Company and that might also provide equity financing to Party B in
connection with any such transaction. Representatives of Wells Fargo Securities and Mr. McCormack then left the
meeting. The process committee considered whether, in light of Wells Fargo Securities� relationships with Party B and
the consultant, the Company board should retain a second financial advisor in connection with its consideration of
strategic alternatives. In response to a request from Party B, the process committee also authorized Wells Fargo
Securities to provide Party B with the names of parties that might be interested in acquiring MDS following an
acquisition of the entire Company by Party B. Party C had not made a similar request.

On October 24, 2016, as directed by the process committee, Wells Fargo Securities sent Party B and Party C a process
letter requesting final proposals to acquire the entire Company to be submitted by November 4, 2016.

On October 28, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo
Securities updated the process committee on the status of the marketing process, including with respect to discussions
with Party B and Party C. A representative of Wells Fargo Securities informed the process committee that, as
requested by Party B and with the consent of the process committee, Wells Fargo Securities had provided Party B
with the names of parties that might be interested in acquiring MDS following an acquisition of the entire Company
by Party B. A representative of Wells Fargo Securities stated that Party B was well along in its due diligence but that
Party C, whose proposal contemplated obtaining financing from a fund that invests in special situation opportunities
(which we refer to �Party D�) had a significant amount of due diligence to complete.
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Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of Wells Fargo
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Securities updated the process committee on the status of the marketing process, including with respect to discussions
with Party B and Party C and the status of their respective due diligence to date. The Company board also discussed
updating the then-current 5-year management forecast, such updated forecast to be discussed at a meeting of the
Company board to be scheduled for November 8, 2016. The revised 5-year forecast would then be provided to
potential buyers for the next round of proposals from Party B and Party C, the due date for which would be extended
to November 15, 2016. The Company board noted that the revised 5-year forecast would likely reflect a downward
adjustment of financial performance, as compared to the then-current 5-year forecast. After the representatives of
Wells Fargo Securities left the meeting, a representative of Mayer Brown described for the Company board the
potential conflicts of interest that Wells Fargo Securities might have as a result of the relationships with Party B that it
disclosed, in light of Party B being one of only two bidders remaining in the marketing process, to the process
committee on October 19, 2016. After discussion, the Company board decided to seek to identify a potential second
financial advisor to assist it in the exploration of strategic alternatives.

On November 8, 2016, the Company board held a telephonic meeting at which members of Company management
and representatives of Wells Fargo Securities and Mayer Brown were present. Company management presented and
discussed a revised 5-year management forecast, which after discussion, the Company board approved, with certain
changes, for distribution to Party B and Party C.

On November 14, 2016, the Company board held a telephonic meeting at which representatives of Mayer Brown were
present. At the meeting, the Company board discussed the potential conflicts of interest of Wells Fargo Securities that
were discussed by the Company board at its November 2, 2016 meeting, in light of Party B being one of only two
bidders remaining in the marketing process. After discussion, the Company board decided to engage a second
financial advisor to advise it in evaluating potential strategic alternatives available to the Company, including the
marketing process, and provide a fairness opinion in the event the Company board decides to pursue a strategic
transaction.

On November 15, 2016, Party C submitted a proposal to acquire the entire Company for $26.25 per share of Company
common stock. The proposal contained a detailed list of due diligence requests and a letter from a national investment
bank stating that it was �highly confident� that an acquisition of the Company could be financed in the then-current debt
markets. Party C�s proposal also contained a mark-up of the merger agreement.

On November 16, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities and Mayer Brown were present. During the meeting, a representative of
Wells Fargo Securities updated the process committee on the status of the marketing process, including with respect to
the proposal received from Party C on November 15, 2016. The representative of Wells Fargo Securities stated that
Wells Fargo Securities understood that Party C was an uncommitted family office fund with investors that included
several prominent families in the United States. The process committee asked Wells Fargo Securities to follow up
with Party C to obtain information regarding the identities of financing sources for Party C�s proposal. The process
committee decided to not make a decision on how to proceed with Party C until it learned whether Party B would
submit a proposal.

On November 17, 2016, Party B submitted a proposal to acquire the entire Company for $21.50 per share of Company
common stock. The proposal contained a detailed list of due diligence requests and requested a meeting with Ultra to
discuss the ERAPSCO JV and agree on maintaining the ERAPSCO JV without material change through 2023. Party B
also requested exclusivity with the Company for 30 days and included in its proposal a form of the exclusivity
agreement it was prepared to execute.

Edgar Filing: SPARTON CORP - Form DEFM14A

Table of Contents 92



Also on November 17, 2016, Party C sent to Wells Fargo Securities a letter outlining its sources and uses of funds for
its proposal that it submitted on November 15, 2016. Also in the letter, Party C indicated that it was important that it
be permitted to engage with USSI to discuss the ERAPSCO agreement.

On November 18, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Mayer Brown were present. During the meeting, Mr. Hartnett updated the process committee
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on the status of the marketing process, including with respect to the proposal received from Party B on November 17,
2016 and the letter received from Party C on November 17, 2016. After discussion, the process committee decided
that Mr. Hartnett and a representative of Mayer Brown would have a conference call with representatives of Party C
and its counsel for the purpose of determining the identities of the investors in Party C and the parties providing
financing for Party C�s proposal and requesting that Party C submit written equity and debt commitments in connection
with the financing of its proposal. Later on November 18, 2016, Mr. Hartnett and a representative of Mayer Brown
had a telephone call with representatives of Party C and its counsel, after which Party C sent a letter to Wells Fargo
Securities setting forth additional information identifying its sources of financing for its proposal.

On November 18, 2016, with the approval of the Company board, the Company entered into an agreement with
Raymond James for Raymond James to serve as a second financial advisor to advise the Company board in evaluating
potential strategic alternatives available to the Company, including the marketing process, and provide a fairness
opinion in the event the Company board decides to pursue a strategic transaction. In an amendment to Wells Fargo
Securities� engagement letter, the Company consented to Wells Fargo Securities remaining as the Company�s financial
advisor notwithstanding its participation in certain financings for Party B and its affiliates, and Wells Fargo Securities
agreed, subject to certain limitations, to reduce its transaction fee payable upon the closing of a strategic transaction
involving the Company by the amount of the transaction fee that the Company pays to Raymond James in connection
with such transaction but not exceeding the lesser of $1.5 million and 50% of the amount of the transaction fee that
would otherwise have been payable to Wells Fargo Securities.

On November 20, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a
representative of Wells Fargo Securities updated the process committee on the status of the marketing process,
including with respect to the proposals received from Party B and Party C and subsequent correspondence. The
process committee instructed Wells Fargo Securities and Raymond James to contact representatives of Party C to
determine the status of their financing efforts with their identified financing sources.

On November 22, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a
representative of Wells Fargo Securities updated the process committee on the status of the marketing process,
including with proposals received from Party B and Party C. After reviewing and discussing with the assistance of
representatives of Wells Fargo Securities and Raymond James, the process committee decided to pursue a potential
acquisition of the Company by Party C and, to that end, seek to arrange a meeting with representatives of the
Company and Ultra and Party C, respectively. In addition, the process committee requested that Wells Fargo
Securities and Raymond James continue to encourage Party B to make a more competitive proposal.

Also on November 22, 2016, Party C sent a letter to Wells Fargo Securities reiterating its financing sources for its
proposal and indicating that Party D is also prepared to provide an �equity backstop� for Party C�s proposal. Party C also
reiterated its need to engage with USSI to discuss the ERAPSCO agreement.

On December 2, 2016, Mr. Hartnett, Mr. Sharma and a representative of Party C met at the Company�s corporate
headquarters to discuss the ERAPSCO JV. Mr. Sharma and the representative of Party C each made presentations to
each other regarding their respective companies and their views on the future of the ERAPSCO JV and the ERAPSCO
agreement in the event Party C were to acquire the Company. At the conclusion of the meeting, the representative of
Party C indicated to Mr. Hartnett that Party C would require exclusivity with the Company to continue in the
marketing process, although he did not specify a duration of such requested exclusivity.
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Also on December 2, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting,
Mr. Hartnett reported on the meeting with Mr. Sharma and the representative of Party C earlier in the day. A
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representative of Wells Fargo Securities updated the process committee on the status of the marketing process,
including discussions with representatives of Party B.

On December 5, 2016, Mr. Hartnett spoke with Mr. Sharma by telephone. During the conversation, Mr. Sharma told
Mr. Hartnett that he thought Party C would be an acceptable joint venture partner for Ultra, in the event that Party C
were to acquire the Company.

On December 6, 2016, the process committee held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a representative of
Wells Fargo Securities updated the process committee on the status of the marketing process, including discussions
with representatives of the financial advisors to Party B and Party C. A representative of Wells Fargo Securities noted
that Party C did not seem to be moving with much urgency to get to a final agreement on a transaction and Party B
also could not make any commitment on the timing of an increased value proposal, if any.

On December 7, 2016, Party B sent Wells Fargo Securities a letter increasing its November 17, 2016 proposal from
$21.50 to $24.50 per share of Company common stock. The letter also requested exclusivity with the Company for 30
days and stated that the revised proposal would expire on December 12, 2016, if the Company did not agree to
exclusivity by such date.

On December 9, 2016, Mr. Hartnett spoke by telephone with a representative of Party C regarding changes that Party
C intended to propose to Ultra regarding the ERAPSCO JV. During the call they agreed that Mr. Hartnett would seek
to arrange a telephone call with representatives of Ultra and Party C.

On December 10, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting
Mr. Hartnett and representatives of Wells Fargo Securities and Raymond James updated the process committee on the
status of the marketing process, including discussions with representatives of Party C and the financial advisors to
Party B and Party C. The process committee instructed Wells Fargo Securities and Raymond James to contact the
financial advisor to Party B to seek an extension of the expiration date of Party B�s proposal.

On December 11, 2016, Mr. Hartnett, Mr. Sharma and a representative of Party C held a conference call to discuss
changes that Party C intended to propose to Ultra regarding the ERAPSCO JV. After the conference call, Mr. Hartnett
spoke with the representative of Party C who told Mr. Hartnett that arriving at an agreement with Ultra on the future
conduct of the ERAPSCO JV was necessary if Party C were to proceed with its proposal to acquire the Company.
Mr. Hartnett emphasized that any agreement that Party C sought with Ultra would need to be obtained quickly, as the
Company board was considering options other than Party C�s proposal.

On December 13, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting
Mr. Hartnett and representatives of Wells Fargo Securities and Raymond James updated the process committee on the
status of the marketing process, including discussions with representatives of Party C and Ultra and the financial
advisors to Party B and Party C. A representative of Wells Fargo Securities reported that Party B had agreed to keep
its proposal open beyond the previously stated expiration date, without providing a revised expiration date. The
process committee decided to allow representatives of Party C and Ultra to have until December 16, 2016 to discuss
the ERAPSCO JV and come to an agreement on the future conduct of the ERAPSCO JV in the event Party C acquires
the Company.
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On December 16, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting
Mr. Hartnett and representatives of Wells Fargo Securities and Raymond James updated the process committee on the
status of the marketing process, including discussions with representatives of the financial advisor to Party
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C earlier that day. The process committee decided that Mr. Hartnett would contact Mr. Sharma to determine whether
Ultra was amenable to entering into an agreement acceptable to Party C regarding the future conduct of the
ERAPSCO JV in the event Party C acquires the Company.

Later on December 16, 2016, Mr. Hartnett spoke to Mr. Sharma by telephone. Mr. Sharma stated that he thought that
Ultra and Party C were aligned on the future conduct of the ERAPSCO JV in the event Party C were to acquire the
Company and that he thought an agreement reflecting that understanding could be executed. Mr. Sharma stated that he
would send a draft of an amendment to the ERAPSCO agreement to reflect the relevant changed terms to memorialize
this understanding.

On December 19, 2016, a representative of Ultra sent to Mr. Hartnett a draft of an amendment to the ERAPSCO
agreement to reflect changes that Ultra proposed to the terms of the ERAPSCO agreement for the future conduct of
the ERAPSCO JV in the event Party C were to acquire the Company.

On December 20, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting
representatives of Mayer Brown, Wells Fargo Securities and Raymond James reviewed with the process committee
the draft amendment to the ERAPSCO agreement and the process committee, with the assistance of the Company
board�s legal and financial advisors, discussed a potential response. The process committee decided that Mr. Hartnett
would contact a representative of Party C to discuss a response to Ultra�s proposed draft of an amendment to the
ERAPSCO agreement and then Mr. Hartnett would contact Mr. Sharma to respond to such proposal.

On December 20, 2016, Mr. Hartnett spoke with a representative of Party C by telephone during which they discussed
Ultra�s proposed amendment to the ERAPSCO agreement and they both agreed that Ultra�s proposed amendment was
unworkable and did not provide the clarity that Party C sought regarding the future conduct of the ERAPSCO JV in
the event Party C were to acquire the Company. Later that day, Mr. Hartnett sent an email to Mr. Sharma to schedule
a telephone call to discuss Ultra�s proposed amendment to the ERAPSCO agreement, but he and Mr. Sharma did not
have that discussion.

On December 26, 2016, Party C sent to Wells Fargo Securities a letter revising its November 15, 2016 proposal. Party
C stated in its letter that it had received the clarification it had requested regarding the future conduct of the
ERAPSCO JV in the event Party C were to acquire the Company and that Party C was reducing the amount of its
proposal to acquire the entire Company from $26.25 to $23.50 per share of Company common stock.

On December 30, 2016, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting
Mr. Hartnett and representatives of Wells Fargo Securities and Raymond James updated the process committee on the
status of the marketing process, including the revised proposal received from Party C on December 26, 2016, and
discussions with representatives of Party C and its financial advisor regarding the revised proposal. The feedback from
a representative of Party C and its financial advisor was that Ultra�s proposed amendment to the ERAPSCO agreement
appeared to indicate a lack of cooperation from Ultra with Party C with respect to the potential future of the
ERAPSCO JV. The process committee, with the assistance of Wells Fargo Securities, Raymond James and Mayer
Brown, also discussed whether it was likely that Ultra would react differently to Party B regarding the ERAPSCO JV,
should a transaction with Party B be pursued. The process committee decided that Wells Fargo Securities and
Raymond James should contact each of Party B and Party C and ask them to provide proposals assuming that there
would be no changes to the ERAPSCO agreement or other agreement with Ultra prior to an acquisition of the
Company and that the post-acquisition conduct of the ERAPSCO JV would be governed by the ERAPSCO agreement
as currently in effect. Representatives of Mayer Brown would be available to discuss their views on the ERAPSCO
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On January 4, 2017, representatives of Mayer Brown, Wells Fargo Securities, Raymond James and Party C held a
conference call on which they discussed the ERAPSCO agreement, including the ERAPSCO transfer provisions.

Also on January 4, 2017, Party B sent a letter to Wells Fargo Securities stating that in order to re-engage in the
marketing process, it was requesting permission from the Company to engage in discussions with Ultra and the Navy,
the largest customer of the ERAPSCO JV.

On January 5, 2017, Mr. Hartnett had a telephone conversation with a representative of Party B in which such
representative stated that Party B had concluded that the ERAPSCO transfer provisions would not apply to an
acquisition of the Company by Party B and that Party B was willing to proceed with a transaction to acquire the
Company without conditioning its proposal on any amendment to the ERAPSCO agreement. The representative of
Party B also requested that Mr. Hartnett arrange an in-person meeting with representatives of Party B, the Company
and Ultra to discuss the future conduct of the ERAPSCO JV in the event Party B were to acquire the Company.

On January 6, 2017, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting Mr. Hartnett and
representatives of Wells Fargo Securities and Raymond James updated the process committee on the status of the
marketing process, including recent discussions with representatives of Party B and Party C. A representative of Wells
Fargo Securities reported that representatives of Party C�s financial advisor had stated that as a result of its due
diligence efforts, Party C had concluded that the ERAPSCO transfer provisions would not apply to an acquisition of
the Company by Party C. The process committee decided that Mr. Hartnett should contact Mr. Sharma and arrange a
meeting with Mr. Hartnett, Mr. Sharma and a representative of Party B. The process committee also decided that the
Company�s advisors should continue providing to Party C due diligence material and information with respect to the
ERAPSCO JV.

On January 9, 2017, Party C sent to Wells Fargo Securities a letter stating that, in light of the results of its recent due
diligence efforts, Party C is willing to move forward with a transaction to acquire the Company without conditioning
its proposal on any amendment to the ERAPSCO agreement.

During the week of January 9, 2017, a representative of RBC contacted a representative of Wells Fargo Securities by
telephone and stated that Ultra would not be comfortable with having Party B as a joint venture partner if Party B
were to acquire the Company, given that Ultra and Party B are competitors in markets other than sonobuoys. The
representative of Wells Fargo Securities suggested a meeting with representatives of the Company, Ultra and Party B
to address any concerns Ultra might have with the possibility of having Party B as a potential joint venture partner.

On January 13, 2017, the process committee held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting Mr. Hartnett updated
the process committee on his efforts to arrange a meeting with Mr. Sharma, Mr. Hartnett and a representative of Party
B. Representatives of Wells Fargo Securities and Raymond James updated the process committee on the status of
discussions with financial advisors to Party B and Party C and discussions with Ultra�s financial advisor. A
representative of Wells Fargo Securities reported regarding the call from Ultra�s financial advisor indicating that Ultra
would not be comfortable with Party B as a joint venture partner. The process committee directed Mayer Brown to
prepare a mark-up of the draft merger agreement submitted by Party C with its November 15, 2016 proposal.

On January 20, 2017, the process committee held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting Mr. Hartnett updated
the process committee on his efforts to arrange a meeting with Mr. Sharma, Mr. Hartnett and a representative of Party
B. A representative of Raymond James updated the process committee on the status
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of discussions with the financial advisor to Party C. The process committee directed Mayer Brown to send a mark-up
of Party C�s draft of the merger agreement to counsel for Party C.

Later on January 20, 2017, Mayer Brown sent a mark-up of Party C�s draft of the merger agreement to counsel for
Party C.

On January 25, 2017, the Company board held a meeting at its corporate headquarters at which representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, representatives of Wells
Fargo Securities and Raymond James updated the Company board on the status of the marketing process, including
with respect to discussions with Party B and Party C and the status of such parties� due diligence efforts to date. It was
reported that the financial advisor for Party C stated that Party C did not see material issues in the draft of the merger
agreement that Mayer Brown sent Party C�s counsel on January 20, 2017. Mr. Hartnett reported that a meeting with
Mr. Sharma, Mr. Hartnett and a representative of Party B would be held at Ultra�s corporate headquarters on
January 30, 2017. The Company board discussed the final information it would require from Party C, including an
update on Party C�s financing structure and commitments from financing sources. The Company board directed Mayer
Brown to send to Party B�s counsel a revised draft of the merger agreement that Party B submitted with its October 14,
2016 proposal. The Company board directed Company management to update the current financial projections to
reflect results of the Company�s second fiscal quarter for the 2017 fiscal year and directed Wells Fargo Securities and
Raymond James to provide the updated projections to Party B and Party C on January 30, 2017. The Company board
directed Wells Fargo Securities and Raymond James to request that �best and final� proposals from Party B and Party C
be submitted by February 2, 2017.

Later on January 25, 2017, a representative of Raymond James received a telephone call from a representative of a
middle-market private equity fund (which we refer to as �Party E�). Party E had signed a non-disclosure agreement, but
had withdrawn early in the marketing process without submitting an initial indication of interest. The representative of
Party E stated that Party E was seeking to re-enter the marketing process and was highly motivated to pursue a
transaction to acquire the Company. The representative of Raymond James told the representative of Party E that
while the marketing process was well-advanced, Party E should submit a proposal, which would be provided to the
Company board for consideration.

On January 27, 2017, Wells Fargo Securities, at the request of the process committee, sent Party E a draft of the form
of merger agreement previously provided to other potential buyers.

On January 28, 2017, Mayer Brown sent a mark-up of Party B�s draft of the merger agreement to counsel for Party B.

On January 30, 2017, Mr. Hartnett, Mr. Sharma and representatives of Party B met at Ultra�s corporate headquarters.
During the meeting Mr. Sharma and the representatives of Party B discussed their views on the future operation of the
ERAPSCO JV in the event Party B were to acquire the Company. Mr. Sharma indicated that he did not think Ultra
would be comfortable with Party B as a joint venture partner in the ERAPSCO JV, given that Ultra and Party B are
competitors in markets other than sonobuoys. Mr. Sharma also acknowledged to Mr. Hartnett and the representatives
of Party B that Ultra could not control whether Party B acquired the Company, but under the ERAPSCO agreement,
Ultra, like the Company, had the right to terminate the agreement for convenience on 18 months notice and Ultra
might exercise that right. Following the meeting, a representative of Party B spoke with Mr. Hartnett and requested a
meeting with a representative of the Navy in order to discuss issues relating to the ERAPSCO JV in the event Party B
were to acquire the Company.

On January 30, 2017, the process committee held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting Mr. Hartnett updated
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process, including the recent communications with Party E and its interest in re-engaging in the marketing process and
that a proposal from Party E was expected to be received soon.

On January 31, 2017, Party E submitted a proposal to acquire the Company for $25.50 per share of Company common
stock. The proposal indicated that Party E believed it could complete due diligence and execute a definitive agreement
to acquire the Company within two to three weeks. The proposal did not include a mark-up of the merger agreement
but included a merger agreement issues list.

On February 1, 2017, representatives of Wells Fargo Securities received a telephone call from a representative of an
electronic medical device manufacturer (which we refer to as �Party F�). Party F had signed a non-disclosure agreement,
but had withdrawn early in the marketing process after submitting two prior indications of interest to acquire MDS.
The representative of Party F stated that Party F was seeking to re-enter the marketing process and was seeking to
pursue a transaction to acquire the Company. The representative of Wells Fargo Securities told the representative of
Party F that while the marketing process was well-advanced, Party F should submit a proposal, which would be
provided to the Company board for consideration.

Later on February 1, 2017, Party F submitted a proposal to acquire the Company for $23.00 per share of Company
common stock and requesting exclusivity with the Company while Party F completed its due diligence.

On February 1, 2017, Wells Fargo Securities and Raymond James sent to Party B, Party C, Party E and Party F a
process letter requesting final proposals by February 6, 2017.

On February 3, 2017, Mr. Hartnett and other members of Company management gave a management presentation at
the Company�s corporate headquarters to representatives of Party E.

On February 6, 2017, Party B submitted a proposal to acquire the Company for $24.50 per share of Company
common stock and reiterated its request for exclusivity with the Company for 30 days. Also that day, Party C
submitted a proposal to acquire the Company for $24.00 per share of Company common stock and also requested
exclusivity with the Company for 30 days.

On February 7, 2017, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, the representatives of
Wells Fargo Securities and Raymond James updated the Company board on the status of the marketing process,
including with respect to proposals that had been received on February 6, 2017. Party E had not yet submitted a
proposal following its January 31, 2017 proposal, but had indicated that it expected to do so later that day. The
Company board discussed the remaining due diligence requests from Party C, including completion of a quality of
earnings report and environmental due diligence and the Company board�s need to further understand the financing
arrangements being proposed by Party C. The Company board also discussed Party B�s request to meet with
representatives of the Navy and the closing condition in Party B�s draft of the merger requiring approval of the
Committee on Foreign Investment in the United States (which we refer to as �CFIUS�). The Company board directed
Wells Fargo Securities, Raymond James and Mayer Brown to follow-up with Party B and Party C to discuss these
issues and decided to hold its next meeting after receipt of Party E�s proposal.

On February 12, 2017, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, representatives of Wells
Fargo Securities and Raymond James updated the Company board on the status of the marketing process, including
with respect to proposals from Party B and Party C that had been received on February 6, 2017, including advantages
and disadvantages of each proposal, as well as the follow-up actions that the Company board�s advisors had taken as
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it did not view that its bid would be competitive. Party F indicated that it did not have the time and resources to submit
a proposal and it believed the per share price it would propose would be low compared to other likely proposals. With
regard to Party C�s proposal, Wells Fargo Securities and Raymond James had asked for copies of the equity backstop
letter from Party D to support Party C�s bid. After initial resistance, Party C provided a copy of an equity backstop
letter from Party D, which a representative of Raymond James described as a letter of support that lacked the terms
and conditions of an equity commitment letter. The representative of Raymond James stated that he subsequently
asked for details on the terms and conditions of the proposed Party D financing but to date had not received any
additional information. As part of the discussion of Party B�s proposal, a representative of Mayer Brown described for
the Company board the CFIUS approval process, as well as other defense-related governmental approvals that would
be required in a transaction with Party B. After discussion, the Company board decided to pursue exclusivity with
Party B and identified the following additional process points to be completed prior to the Company entering into an
exclusivity agreement with Party B: (i) Mr. Hartnett would contact a representative of the Navy that oversees the
sonobuoy program to discuss a potential acquisition of the Company by Party B, (ii) Mayer Brown would pursue
discussions with Party B�s counsel to address key legal matters relating to a definitive agreement, including a reverse
break-up fee if regulatory approvals are not obtained and (iii) Wells Fargo Securities and Raymond James would seek
additional information from Party B with respect to its ability to finance an acquisition of the Company. Subject to the
process committee receiving feedback to its satisfaction on these items, the Company board authorized the Company
to execute an exclusivity agreement with Party B for an exclusivity period not to exceed 30 days.

On February 15, 2017, the process committee held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, representatives of
Wells Fargo Securities and Raymond James updated the process committee on recent discussions with Party B and
Party C. Mr. Hartnett updated the process committee on the discussion he had with a representative of the Navy. A
representative of Mayer Brown updated the process committee on a discussion he had with counsel for Party B.

On February 16, 2017, Party C sent a letter to the Company stating that it would increase its proposed price per share
of Company common stock to $24.25, assuming Party C and the Company have entered into a mutually acceptable
exclusive negotiation arrangement by February 20, 2017.

On February 17, 2017, the process committee held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, representatives of
Wells Fargo Securities and Raymond James described the revised proposal received from Party C on February 16,
2017 and discussions with representatives of Party D regarding its intention to provide financing for a transaction with
Party C and regarding the due diligence work that Party D indicated it needed to complete. After discussion, the
process committee decided that because the most recent price per share offered by Party C remained less than the
price offered by Party B, Wells Fargo Securities and Raymond James should attempt to have Party C extend its
deadline for obtaining exclusivity with the Company to February 22, 2017 and the Company should continue to seek
to sign an exclusivity agreement with Party B.

On February 20, 2017, Party C sent a letter to the Company stating that it would increase its proposed price per share
of Company common stock to $24.50, assuming Party C and the Company have entered into a mutually acceptable
exclusive negotiation arrangement by February 22, 2017.

On February 22, 2017, the process committee held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, representatives of
Wells Fargo Securities and Raymond James described the revised proposal received from Party C on February 20,
2017 and discussions with representatives of Party C regarding its ability to obtain financing from Party D and its
remaining due diligence requirements, including with respect to a quality of earnings report and additional
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On February 23, 2017, Mayer Brown sent to counsel for Party B a revised draft of the form of exclusivity agreement
Party B had delivered in its proposal on November 17, 2016.

Also on February 23, 2017, Ultra sent a letter to the Company stating, among other things, its position that the
ERAPSCO transfer provisions give USSI a right of last refusal for any offer to purchase the Company, reserving its
rights under the ERAPSCO agreement and requesting that the Company provide it the terms and conditions on which
the Company would propose to engage in a transaction.

On February 24, 2017, Arnold & Porter Kaye Scholer LLP (which we refer to as �Arnold & Porter�), counsel to Ultra
sent a letter to Mayer Brown stating, among other things, that in the event the Company fails to comply with its
obligations under the ERAPSCO transfer provisions, Ultra will take all legal action available to it to enforce its rights.

On March 3, 2017, Mr. Hartnett provided copies of the letters from Ultra and Arnold & Porter to a representative of
Party B.

Also on March 3, 2017, USSI sent a letter to the Company requesting that the Company confirm by March 10, 2017 in
writing that it will honor its obligations under the ERAPSCO transfer provisions, and stating that, if the Company did
not so confirm, then USSI will invoke the dispute resolution mechanism provided for in the ERAPSCO agreement.

Also on March 3, 2017, the Company board held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, representatives of
Mayer Brown described for the Company board the recent correspondence that had been received from Ultra and
Arnold & Porter and described the drafts of suggested response letters to be sent to Ultra and Arnold & Porter
respectively that set forth the Company�s explanation of why the ERAPSCO transfer provisions are not applicable to
any transaction the Company was pursuing at that time. Representatives of Mayer Brown also described the status of
negotiations of the exclusivity agreement with Party B�s counsel. After discussion, the Company board decided that the
Company should continue to seek to sign an exclusivity agreement with Party B, as previously authorized, and that the
Company and Mayer Brown should send their respective response letters immediately. Later that day, the Company
and Mayer Brown sent their response letters to Ultra and Arnold & Porter, respectively, and Mr. Hartnett provided
copies of the response letters and the most recent letter from Ultra to a representative of Party B.

On March, 7, 2017, Ultra sent a letter to the Company stating, among other things, that its counsel would be
contacting the Company�s attorneys to agree on next steps to establish procedures for the dispute resolution mechanism
under the ERAPSCO agreement and that Ultra will not be a party to a joint venture agreement with Party B in any
form or manner other than honoring Ultra�s obligations following termination. The letter went on to state that if the
acquirer is Party B, Ultra would serve notice of its decision to terminate the ERAPSCO agreement. Later that day,
Mr. Hartnett forwarded the letter to a representative of Party B.

On March 9, 2017, Party C sent a letter to the Company stating that it was withdrawing its requirement that a quality
of earnings review be completed and it was also significantly reducing its list of remaining open due diligence items.
In addition, the letter went on to state that Party C�s best offer price per share of Company common stock was $24.50,
and assuming Party C and the Company have entered into a mutually acceptable exclusive negotiation arrangement by
March 13, 2017, Party C believed it could complete its remaining confirmatory due diligence in 15 business days. The
letter also confirmed that Party D was partnering with Party C in the transaction by providing all of the equity that
Party C was not providing itself.

Later on March 9, 2017, the Company board held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, Mr. Hartnett reported
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the threat to terminate the ERAPSCO agreement contained in the most recent letter from Ultra. Representatives of
Wells Fargo Securities and Raymond James updated the Company board on the status of discussions with Party C�s
financial advisors, including with respect to the letter received from Party C earlier in the day and the equity financing
to be provided by Party D for an acquisition of the Company by Party C. Given the recent developments reported to
the Company board, including Ultra�s threat in its most recent letter to terminate the ERAPSCO agreement in the event
that Party B were to be the acquirer of the Company and the significant reduction in Party C�s due diligence requests,
the Company board, after discussion with its legal and financial advisors, decided to pursue an acquisition of the
Company by Party C, instead of Party B, and grant Party C the 15 business day exclusivity period it requested in order
to complete its due diligence and for the parties to work toward the signing of a definitive agreement for Party C to
acquire the Company. After discussion, the Company board decided that Mr. Hartnett would contact Mr. Sharma to
determine whether Ultra would find Party C an acceptable joint venture partner and representatives of Wells Fargo
Securities and Raymond James would reach out to Party C and Party D to seek further information regarding Party C�s
proposal, including details regarding the proposed financing arrangements and confirmatory due diligence
requirements.

On March 11, 2017, Mr. Hartnett spoke with Mr. Sharma by telephone inquiring of him whether Ultra would find
Party C an acceptable partner in the ERAPSCO JV. Mr. Sharma indicated that, as opposed to Party B, Party C would
be an acceptable joint venture partner for Ultra.

On March 13, 2017, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, Mr. Hartnett reported
on the recent discussions he had had with Mr. Sharma. Mr. Hartnett also reported that he had a discussion with a
representative of Party B in which he was told that Party B is reconsidering whether it will remain in the marketing
process in light of the most recent letter that the Company received from Ultra. Representatives of Wells Fargo
Securities and Raymond James updated the Company board on the status of discussions with Party C�s financial
advisor with respect to confirmatory due diligence requirements. A representative of Mayer Brown reported on
discussions he had with counsel for Party C regarding financing commitments and transaction structure as it relates to
obtaining regulatory approval. After discussion, the Company board authorized Mr. Hartnett to execute an exclusivity
agreement with Party C for a term not to exceed 15 business days.

Later on March 13, 2017, Mayer Brown sent to counsel for Party C a draft of an exclusivity agreement. From
March 13, 2017 through March 15, 2017, Mayer Brown, counsel for Party C and counsel for Party D negotiated the
exclusivity agreement.

On March 15, 2017, the Company, Party C and Party D executed an exclusivity agreement providing for exclusivity
through April 5, 2017.

From March 15, 2017 through April 5, 2017, Company management, Wells Fargo Securities and Raymond James had
telephone calls with representatives of Party C and its financial advisors and Party D to discuss Party C and Party D�s
due diligence review. During this period, representatives of Wells Fargo Securities and Raymond James also had
telephone calls with representatives of Party C�s financial advisors and Party D to discuss the financing commitments
Party C and Party D were putting in place for an acquisition of the Company. During that period, representatives of
Mayer Brown had telephone calls with representatives of counsel to Party D to discuss the draft of the merger
agreement.

On March 31, 2017, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, representatives of Wells
Fargo Securities and Raymond James updated the Company board on the status of process with Party C and Party D,
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delivering comments to the merger agreement or the disclosure schedules. With Party C and Party D�s period of
exclusivity about to expire, the Company board decided that no extension would be granted until Party C and Party D
first committed to a time table for delivering comments to the merger agreement and the disclosure schedules.

On April 5, 2017, representatives of Wells Fargo Securities and Raymond James spoke by telephone to
representatives of Party C and its financial advisor and Party D. Representatives of Party D acknowledged that they
had not completed their due diligence and were not in a position to provide a date by which they thought they would
complete their due diligence. Representatives of Party D stated that during the exclusivity period they had met with
representatives of Ultra to discuss the ERAPSCO JV. A representative of Party D stated that based on those
discussions, Party C and Party D now believe that Ultra is of the view that Party C and Party D would not be
acceptable joint venture partners and they believe that Ultra would not be a cooperative partner with Party C or Party
D in the ERAPSCO JV in the event of an acquisition of the Company.

On April 7, 2017, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, representatives of Wells
Fargo Securities and Raymond James updated the Company board on the recent discussions with Party C and its
financial advisor and Party D. The Company board considered potential next steps in the marketing process, including
(i) continuing with Party C and Party D without granting an extension of exclusivity, (ii) re-engaging with Party B,
(iii) seeking to re-engage with other potential acquirers of the Company that had previously withdrawn from the
marketing process, (iv) exploring whether to pursue a sale of MDS with a later potential sale of the Company, which
would have continued as the owner of ECP, (v) approaching Ultra regarding a potential acquisition of the Company or
(vi) concluding the marketing process without a strategic transaction. The Company board discussed and evaluated the
various potential next steps and decided to simultaneously continue working with Party C and Party D without
granting an extension of exclusivity and seek to re-start discussions with Party B. In addition, it was decided that
Mr. Hartnett would contact Mr. Sharma to seek his feedback regarding his meeting with representatives of Party C
and Party D.

On April 10, 2017, Mr. Hartnett spoke with Mr. Sharma regarding his discussion with representatives of Party C and
Party D. After recounting the issues he had discussed with representatives of Party C and Party D, Mr. Sharma
indicated that if Party C and Party D were to withdraw from the marketing process, Ultra would be interested in
acquiring the Company.

On April 11, 2017, at the request of the Company board, a representative of Wells Fargo Securities spoke with
Mr. Sharma regarding a potential acquisition of the Company by Ultra. During the discussion, Mr. Sharma stated that
if Ultra were to acquire the Company, MDS would need to be divested prior to or at the same time that Ultra acquires
the Company.

On April 12, 2017, a representative of Wells Fargo Securities spoke again with Mr. Sharma regarding a potential
acquisition of the Company by Ultra. Mr. Sharma told the representative of Wells Fargo Securities that Ultra would
have to update its financial analysis of the Company before responding with a proposed price per share of Company
common stock and would require a period of exclusivity.

On April 14, 2017, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, Mr. Hartnett reported
on the recent discussions he had had with Mr. Sharma. In addition, representatives of Wells Fargo Securities and
Raymond James updated the Company board on the recent discussions with representatives of Party C and Party D in
which Party C and Party D described their remaining due diligence and reiterated that the Company�s relationship with
Ultra in the ERAPSCO JV caused them concerns because their discussions with representatives of Ultra did not
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April 12, 2017 in which Mr. Sharma indicated that Ultra would like to obtain updated financial information and obtain
a period of exclusivity. A representative of Wells Fargo Securities also reported regarding a discussion with the
financial advisor to Party B in which the financial advisor indicated that Party B would likely not pursue an
acquisition of the Company, given the response from Ultra to the possibility of an acquisition of the Company by
Party B, including Ultra�s threat to terminate the ERAPSCO agreement in the event of such an acquisition. After
discussion, the Company board decided to explore a transaction for a potential acquisition of the Company by Ultra,
including a potential contemporaneous divestiture of MDS.

On April 20, 2017, a representative of the Navy forwarded to Mr. Hartnett a copy of a letter received by the Secretary
of Defense from Representative Jim Banks, member of the U.S. House of Representatives from the Third District in
Indiana, requesting a briefing concerning the measures in place to ensure continuity of sonobuoy supply and the
protection of sonobuoy intellectual property from contractors from �non-Five Eyes� nations who might seek to acquire
all or a part of the ERAPSCO JV. The Navy asked the Company to provide certain information requested in
Representative Banks� letter, which would be incorporated into the Department of Defense�s response to Representative
Banks� information request.

On April 21, 2017, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. A representative of Wells Fargo Securities
reported that Wells Fargo Securities was expecting a proposal from Ultra to acquire the Company later in the day,
although Ultra�s financial advisors had said that the price per share of Company common stock would be less than
$24.50. Representatives of Wells Fargo Securities and Raymond James reported that at this point Party C and Party D
have said they would not be interested in pursuing an acquisition of the Company that did not include ECP, and Party
B had not been in recent contact with the Company�s financial advisors.

Later in the day on April 21, 2017, Ultra sent an indication of interest to Wells Fargo Securities to acquire the
Company for $23.50 per share of Company common stock. In its letter, Ultra stated that a sale of MDS would not be a
condition to Ultra�s acquisition of the Company; however, the letter also stated that Ultra required assistance from the
Company�s financial advisor in identifying parties that might be interested in acquiring MDS and that Ultra be
permitted to negotiate with those parties. Ultra also requested six weeks of exclusivity with the Company.

On April 25, 2017, Guggenheim Securities, LLC (which we refer to as �Guggenheim�), financial advisor to Ultra, sent
to Wells Fargo Securities its initial due diligence request list.

On April 26, 2017, the Company board held a meeting at its corporate headquarters at which Mr. McCormack was
present and representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present by telephone.
A representative of Wells Fargo Securities reported that Party C and Party D had withdrawn from the marketing
process, with a representative Party D indicating that if at a later time Party D were to pursue an acquisition of the
Company, it would need to conduct an extensive due diligence process because they would need to proceed on the
assumption that the ERAPSCO JV would be terminated in connection with an acquisition of the Company. The
representative of Party D indicated that under such circumstances, an acquisition of the Company would be at a price
per share for Company common stock below Party C and Party D�s current price of $24.50. Representatives of
Raymond James and Wells Fargo Securities also reported on recent discussions with Party B�s financial advisor. Party
B�s financial advisor informed Raymond James that Party B would consider submitting an updated proposal, which
would assume a termination of the ERAPSCO JV in connection with an acquisition of the Company by Party B;
however, any such proposal would be at a price per share for Company common stock below Party B�s current price of
$24.50. Representatives of Raymond James and Wells Fargo Securities also described for the Company board Ultra�s
indication of interest received on April 21, 2017 and noted that Ultra did not ascribe a separate value to MDS in its
indication of interest. The Company board decided to have Wells Fargo Securities and Raymond James engage with
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Also on April 26, 2017, the Company sent to the Navy by email its response to the request for information it received
from the Navy on April 20, 2017 in connection with Representative Banks� letter to the Department of Defense.

On April 28, 2017, Ultra sent an updated indication of interest to Wells Fargo Securities that maintained the same
terms as the April 21, 2017 indication of interest and ascribed a minimum value for MDS materially below other
indications received by the Company from bidders for MDS.

On May 1, 2017, Ultra sent an updated indication of interest to Wells Fargo Securities that maintained the same terms
as the April 28, 2017 indication of interest but instead provided for only a four week exclusivity period. The updated
indication of interest also provided that Ultra would provide to the Company a list of open due diligence items by the
end of the first week of exclusivity and that if a substantial majority of such items were not provided to Ultra by the
end of the second week of exclusivity, the exclusivity period would be automatically extended for one to two weeks.

On May 1, 2017, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. A representative of Wells Fargo Securities
provided the Company board with an update regarding the updated indication of interest letter from Ultra received
earlier in the day. The Company board discussed Ultra�s request for exclusivity for a period of four to six weeks.
Representatives of Wells Fargo Securities and Raymond James also reported that representatives of Party B had not
replied to their inquiries about whether Party B was willing to submit a revised proposal to acquire the Company.
After discussion, the Company board authorized Mr. Hartnett to negotiate an exclusivity agreement with Ultra.

On May 2, 2017, at the request of the Company board, representatives of Wells Fargo Securities and Raymond James
sent to Guggenheim and RBC a draft of a document outlining a proposed four week process to allow Ultra to engage
with potential MDS buyers before the execution of a merger agreement with the Company.

Later in the day on May 2, 2017, Mayer Brown sent to Arnold & Porter a draft of an exclusivity agreement. From
May 2, 2017 through May 10, 2017, Mayer Brown and Arnold & Porter negotiated the exclusivity agreement.

On May 3, 2017, representatives of Wells Fargo Securities and Raymond James discussed with RBC and Guggenheim
the proposed four week process to allow Ultra to engage with potential MDS buyers before the execution of a merger
agreement with the Company, which process included, with the consent of the Company board, Wells Fargo
Securities contacting potential MDS buyers that participated in the marketing process and providing confidential
information to and obtaining initial indications of interest from potential MDS buyers and Ultra negotiating definitive
purchase agreements with selected potential MDS buyers. Entry by the Company or Ultra into a definitive agreement
to acquire MDS would not be a condition to the execution of a merger agreement or the closing of Ultra�s acquisition
of the Company. From May 3, 2017 through July 7, 2017, representatives of Wells Fargo Securities, with the consent
of the Company board, provided assistance to RBC and Guggenheim in exploring a potential sale of MDS.

On May 10, 2017, the Company and Ultra executed an exclusivity agreement providing for exclusivity through
June 7, 2017, except that if by May 22, 2017 the Company shall not have provided Ultra a substantial majority of the
due diligence items on a list to be provided by Ultra to the Company no later than May 15, 2017, the exclusivity
period would be automatically extended to June 21, 2017. The exclusivity agreement contained provisions permitting
the Company and its representatives and advisors to assist Ultra in the process of soliciting proposals from potential
buyers of MDS.

On May 17, 2017, representatives of Wells Fargo Securities spoke by telephone with a representative of Guggenheim.
The representative of Guggenheim stated that under the listing rules of the United Kingdom Listing Authority (which
we refer to as the (�UKLA�), Ultra�s acquisition of the Company would be subject to the approval of Ultra�s shareholders.
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On May 19, 2017, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a representative of
Wells Fargo Securities provided the process committee with an update regarding the solicitation of potential buyers of
MDS. In addition, a representative of Wells Fargo Securities reported regarding the progress of Ultra�s due diligence
review of the Company since the exclusivity agreement was entered into by the Company and Ultra. A representative
of Wells Fargo Securities and a representative of Mayer Brown also reported to the process committee that Ultra�s
financial advisor indicated that the approval of the transaction by Ultra�s shareholders would be a closing condition to
the transaction. As there remained outstanding a substantial number of Ultra�s due diligence requests, the process
committee expected that exclusivity would be extended to June 21, 2017, and exclusivity was so extended to that date.

On May 24, 2017, Arnold & Porter sent to Mayer Brown a revised draft of the merger agreement that had been
provided to Ultra on September 21, 2016 in connection with Ultra�s participation in the marketing process.

On May 26, 2017, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. A representative of Wells Fargo Securities
updated the process committee on the progress Ultra was making in its due diligence and the structure under which
Ultra intended to raise funds to pay the purchase price in the transaction by doing an equity placement, to be
completed on the date that the transaction is announced. Representatives of Wells Fargo Securities and Raymond
James also reviewed with the process committee the seven initial indications of interest that been submitted for MDS
by potential buyers. The purchase prices in such indications ranged from $39 million to $80 million for the sale of
MDS, on a cash-free, debt-free basis. The representatives of Wells Fargo Securities and Raymond James told the
process committee that, in light of the prices in the initial indications of interest for MDS, they had attempted to obtain
from Ultra a higher price per share of Company common stock in the transaction. In response, Ultra refused to raise
its price, stating that the MDS sale was not a condition to the transaction and that Ultra was taking the execution risk
on selling MDS after it acquires the Company.

On May 31, 2017, a representative of Wells Fargo Securities received an email from an individual representing a
publicly listed supplier of aerospace and defense products and systems (which we refer to as �Party G�) seeking to make
a proposal to acquire the Company. In accordance with the terms of the exclusivity agreement, the Company notified
Ultra of the receipt of this communication.

On June 2, 2017, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities and Mayer Brown were present. A representative of Mayer Brown discussed key issues raised
by counsel for Ultra in its draft of the merger agreement. A representative of Mayer Brown also described the
approach that Mayer Brown is taking in the revised draft of the merger agreement that it is preparing, including with
respect to provisions related to certainty of closing, among other issues. A representative of Wells Fargo Securities
reported on the progress Ultra has been making in its due diligence. He further reported that five of the seven parties
that had provided indications of interest in acquiring MDS have been given access to the confidential information the
Company has compiled in a virtual online data room and that they will be asked to provide more definitive proposals
to the Company�s financial advisors and Ultra�s financial advisors, after additional due diligence has been performed.

On June 4, 2017, representatives of Wells Fargo Securities and Mayer Brown had a conference call with
representatives of Guggenheim and RBC and Ultra�s U.K. counsel and outside accountants. During the call, the parties
discussed the process and timing for completion of Ultra�s shareholder circular to be sent to its shareholders in
connection with the shareholder meeting to be held for Ultra�s shareholders to vote on the transaction as well as the
timing for such meeting. In addition, in connection with the preparation of Ultra�s shareholder circular, representatives
of Ultra�s outside accountants and counsel described certain information that would be required to be provided to Ultra
by the Company.
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On June 6, 2017, Party G sent to a representative of Wells Fargo Securities a non-binding proposal to acquire the
Company for $22.00 to $24.00 per share of Company common stock. In accordance with the terms of the exclusivity
agreement, the Company notified Ultra of the receipt of this communication and provided Ultra a copy of the
proposal.

On June 9, 2017, a representative of the Company spoke with a representative of Ultra. During the conversation, the
representative of the Company described a potential breach by the Company of its financial covenants in its credit
agreement for the test period ending on the last day of the Company�s fiscal quarter ending July 2, 2017. The
representative of the Company told the representative of Ultra that the Company was working with its creditor banks
to have any such potential breach, if it were to occur, waived by such banks.

Also on June 9, 2017, Mayer Brown sent to Arnold & Porter a revised draft of the merger agreement.

On June 12, 2017, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities and Mayer Brown were present. A representative of Wells Fargo Securities reported on
progress Ultra and its representatives have made, detailing milestones that Ultra had indicated needed to be achieved
prior to executing a merger agreement with the Company, including with respect to Ultra�s remaining due diligence
requirements and its drafting and filing with the UKLA of a shareholder circular with respect to the meeting of Ultra
shareholders that would be required to be convened to vote on approval of the transaction. The representative also
reported that representatives of Ultra�s financial advisors indicated that Ultra currently expects to submit to the
Company on June 23, 2017 a letter confirming its price for an acquisition of the Company and setting out its
requirements to be satisfied before executing a merger agreement, which letter would be sent following a meeting of
Ultra�s board of directors. A representative of Mayer Brown described for the process committee certain considerations
and implications of the Company executing a merger agreement with Ultra concurrently with Ultra filing its
shareholder circular with the UKLA instead of executing the merger agreement only after the shareholder circular has
been approved by the UKLA for mailing to Ultra�s shareholders. The later the date that Ultra would be permitted to
hold its shareholders meeting to vote on the transaction, the longer the opportunity the Ultra board would have to, in
the exercise of its fiduciary duties, change its recommendation to its shareholders that they approve the transaction.
After discussion, the Company board decided to seek to sign a merger agreement with Ultra as soon as possible, even
if the shareholder circular shall not have been approved by the UKLA.

On June 13, 2017, at the direction of the process committee and with the consent of Ultra, a representative of Wells
Fargo Securities sent to a representative of Party G an email stating that Party G�s proposal had been forwarded to the
Company board and that once the Company board had a response to such proposal, Wells Fargo Securities would
contact Party G.

On June 16, 2017, Arnold & Porter sent to Mayer Brown a revised draft of the merger agreement.

On June 19, 2017, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. A representative of Wells Fargo Securities
reported on the status of Ultra�s progress on the milestones it previously identified as being required for it to enter into
a merger agreement to acquire the Company. He also reported that Ultra indicated that it would send a letter
confirming its price per share of Company common stock prior to the process committee�s next meeting. A
representative of Mayer Brown advised the process committee on key issues remaining to be resolved in merger
agreement negotiations, including with respect to closing certainty and efforts to obtain regulatory approval. The
process committee decided to extend the exclusivity period under the Company�s exclusivity agreement with Ultra to
June 26, 2017 and authorized Mr. Hartnett to execute an amendment to the exclusivity agreement to grant such
extension.
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to be resolved in the merger agreement, including with respect to (i) whether the Ultra shareholder meeting would be
held prior to, contemporaneous with or after the Company shareholder meeting, (ii) whether Ultra would obtain the
support of certain shareholders through undertakings under which such shareholders would agree to vote to approve
the transaction at the Ultra shareholders meeting, (iii) the timing of the filing and the level of efforts in seeking
approval of the UKLA for the Ultra shareholder circular to be sent to Ultra�s shareholders in connection with the Ultra
shareholders meeting, (iv) Ultra�s level of efforts in pursuing and obtaining all governmental approvals, including
clearances under the HSR Act and CFIUS, (v) whether Ultra would have the right to terminate the merger agreement
if a governmental authority shall have filed an action seeking to restrain the transaction and (vi) the amounts of the
termination fees to be paid by the Company and Ultra if the merger agreement were to be terminated under certain
circumstances.

Later in the day on June 21, 2017, representatives of Mayer Brown had a conference call with representatives of
Arnold & Porter to negotiate terms of the merger agreement. During the call, Mayer Brown and Arnold & Porter
engaged in discussions and negotiations regarding, among other things, (i) the scope of each party�s representations
and warranties in the merger agreement, (ii) the scope of the restrictions on the Company�s operations of its business
between signing of the merger agreement and closing of the merger, (iii) the provisions permitting the Company board
to effect a change of recommendation in certain circumstances, (iv) financing and regulatory matters, (v) the
circumstances in which a termination fee would become payable by the Company to Ultra and the size of such fee,
(vi) the circumstances in which a termination fee would become payable by Ultra to the Company and the size of such
fee and (vii) certain closing conditions.

Also on June 21, 2017, the Company and Ultra entered into an amendment to the exclusivity agreement extending the
exclusivity period to June 26, 2017.

On June 22, 2017, Mayer Brown sent to Arnold & Porter a draft of the disclosure schedules to the merger agreement.

Also on June 22, 2017, representatives of Wells Fargo Securities and Raymond James spoke by telephone with
representatives of Guggenheim and RBC. During the call, representatives of Wells Fargo Securities and Raymond
James, at the direction of the Company board, described a potential breach by the Company of its financial covenants
in its credit agreement for the test period ending on the last day of the Company�s fiscal quarter ending July 2, 2017.
The representatives of Guggenheim and RBC responded that they did not believe that Ultra would execute the merger
agreement if the breach were not to be waived by the creditor banks under the credit agreement.

On June 23, 2017, MergerMarket published an article reporting that the Company and Ultra were in �deep sale
discussions.�

On June 24, 2017, in response to the MergerMarket article, as required by the UKLA, Ultra issued a press release
confirming it was in advanced discussions to acquire the Company.

On June 26, 2017, in response to the MergerMarket article and Ultra�s press release of June 24, 2017, the Company
issued a press release confirming it was in discussions to be acquired by Ultra.

Also on June 26, 2017, Ultra sent to the Company its final offer to acquire the Company for $22.35 per share of
Company common stock. Ultra�s final offer was conditioned upon, among other things, the Company�s lenders waiving
the Company�s compliance with its debt covenants from signing to closing of the transaction. Ultra also requested that
exclusivity be extended to July 10, 2017.
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believed that the outstanding debt of the company was $12 million higher than the amount it had been assuming for
purposes of determining the enterprise value of the Company. In light of Ultra�s view that debt was higher than it
previously assumed, Ultra reduced the price per share of Company common stock so that the enterprise value
remained constant over the two different debt levels. The representative also reported on recent discussions with
representatives of Ultra�s financial advisors regarding the recent actions and efforts of Company management to
negotiate an amendment of the Company�s credit facilities and the expected timing for entering into an amendment
with the necessary lenders thereunder as well as the final due diligence work that Ultra desires to complete before the
execution of a merger agreement. The representative of Wells Fargo Securities also reviewed the five recently
received revised indications of interest from potential buyers of MDS. The purchase prices in such indications ranged
from $45 million to $80 million for the sale of MDS on a cash-free, debt-free basis. A representative of Mayer Brown
updated the process committee on the status of merger agreement negotiations that Mayer Brown had been having
with Arnold & Porter. After discussion, the process committee instructed Wells Fargo Securities and Raymond James
to engage with Ultra�s financial advisors to seek to obtain a per share price for Company common stock of at least
$23.50. The process committee decided to extend the period of exclusivity with Ultra to July 6, 2017.

Also on June 26, 2017, the Company and Ultra entered into an amendment to the exclusivity agreement extending the
exclusivity period to July 6, 2017.

On June 28, 2017, Mayer Brown sent to Arnold & Porter a revised draft of the merger agreement.

On June 28, 2017, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a representative of
Wells Fargo Securities reported that, as instructed by the Company board, Wells Fargo Securities and Raymond James
had contacted Guggenheim and RBC to seek to obtain a higher per share price for Company common stock, stating
that the level of the Company�s indebtedness was the same as the amount Ultra had assumed when Ultra�s price per
share of Company common stock was $23.50. Ultra�s financial advisors told Wells Fargo Securities and Raymond
James they would discuss the matter with Ultra.

On June 30, 2017, Arnold & Porter sent to Mayer Brown a revised draft of the merger agreement.

Also on June 30, 2017, Guggenheim sent to Wells Fargo Securities a final �package deal� reflecting a revised final offer
to acquire the Company for $23.50 per share of Company common stock, which was contingent on the Company
accepting Ultra�s position on four major open points in the merger agreement: (i) Ultra would have no obligation to
make any divestitures or agree to any restrictions on its business in connection with obtaining governmental approvals
for the transaction and Ultra would have no obligation to litigate if a governmental authority filed suit challenging the
transaction, (ii) the amount of the termination fees payable by the Company or Ultra in certain circumstances would
each be $7.5 million, (iii) the Ultra board of directors would have no obligation to hold a meeting of the Ultra
shareholders to vote on the approval of the transaction if the Ultra board of directors shall have changed its
recommendation that Ultra shareholders should vote to approve the transaction and (iv) Ultra would not be required to
hold the Ultra shareholders meeting by a date certain specified in the merger agreement.

Also on June 30, 2017, the Company entered into an amendment to its credit facility that, among other things, waived
any event of default that may have occurred solely as a result of the Company�s failure to comply with its leverage
covenants in the credit agreement for the test period ending on the last day of the Company�s fiscal quarter ending June
2017 and changed the trailing 4-quarter EBITDA requirements that the Company and its subsidiaries are to maintain
to $22,500,000 for the fiscal quarter ending June 2017; $20,000,000 for the fiscal quarter ending September 2017; and
$22,000,000 for the fiscal quarter ending December 2017.
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Wells Fargo Securities discussed the recent price negotiations with Ultra and its advisors and that $23.50 per share of
Company common stock was now being offered by Ultra, subject to the Company accepting the four major points in
Ultra�s package deal. A representative of Mayer Brown described for the Company board the terms in the merger
agreement that the Company had been requesting from Ultra and the positions Ultra was taking in its package deal.
After discussion, the Company board decided to accept the four positions in Ultra�s package deal, subject to clarifying
Ultra�s draft of the merger agreement to provide that if the Ultra shareholders meeting is not held by a date prior to the
outside date of the merger agreement, the Company would have the right to terminate the merger agreement and
receive a termination fee from Ultra, and subject to Mayer Brown and Arnold & Porter negotiating the remaining
outstanding terms of the merger agreement.

Later on July 1, 2017, a representative of Wells Fargo Securities reported to a representative of Guggenheim the
conditions under which the Company board would accept Ultra�s package deal and the representative of Guggenheim
confirmed those conditions were acceptable to Ultra.

From July 2, 2017 through July 6, 2017, Mayer Brown and Arnold & Porter finalized the terms of the merger
agreement and disclosure schedules.

On July 5, 2017, the Company board held a telephonic meeting at which representatives of Wells Fargo Securities,
Raymond James and Mayer Brown were present to, among other things, consider the proposed merger with Ultra at a
price of $23.50 per share of Company common stock. A representative of Mayer Brown reviewed with the members
of the Company board their fiduciary duties under applicable law. Representatives of Wells Fargo Securities and
Raymond James then joined the meeting and, with Mr. Hartnett, reviewed the developments in the marketing process
since the last meeting of the Company board on July 1, 2017 with respect to the proposed transaction with Ultra and
the solicitation of indications of interest for MDS. At the request of the Company board, representatives of Wells
Fargo Securities and Raymond James then reviewed with the Company board their respective preliminary financial
analyses with respect to the Company and the proposed merger. Mayer Brown provided the Company board with both
a written and an oral summary of the key terms of the merger agreement, noting any items in the merger agreement
that remained to be resolved. A representative of Mayer Brown also described for the Company board the resolutions
that the Company board would consider adopting at its next meeting. Following discussion and consideration of the
proposed transaction with Ultra, the Company board unanimously determined to proceed with the merger, assuming
satisfactory finalization of definitive transaction documentation.

On July 6, 2017, the Company board held a telephonic meeting at which representatives of Wells Fargo Securities,
Raymond James and Mayer Brown were present to, among other things, consider the proposed merger with Ultra. A
representative of Mayer Brown reviewed with the Company board the resolution of the issues in the merger agreement
that had been unresolved as of the time of the meeting of the Company board on July 5, 2017. At the request of the
Company board, representatives of Wells Fargo Securities reviewed with the Company board Wells Fargo Securities�
financial analyses with respect to the Company and the proposed merger. Thereafter, at the request of the Company
board, Wells Fargo Securities rendered its oral opinion to the Company board (which was subsequently confirmed in
writing by delivery of Wells Fargo Securities� written opinion dated July 6, 2017) to the effect that, as of July 6, 2017,
and based upon and subject to certain assumptions, qualifications, limitations and other matters considered in
connection with the preparation of the opinion, the merger consideration to be received by the holders of shares of the
Company common stock in the merger pursuant to the merger agreement was fair, from a financial point of view, to
such holders. At the request of the Company board, representatives of Raymond James confirmed the financial
analysis they had presented to the Company board at its meeting on July 5, 2017. Thereafter, at the request of the
Company board, Raymond James rendered its oral opinion to the Company board (which was subsequently confirmed
in writing by delivery of Raymond James� written opinion dated July 6, 2017) that based upon and subject to the
factors, limitations and assumptions set forth therein, as of July 6, 2017, the merger consideration to be paid to the
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contemplated by the merger agreement, including the merger, are fair to the Company shareholders and are in the best
interests of the Company and the Company shareholders, (ii) authorized, declared advisable and approved the merger
agreement and the transactions contemplated by the merger agreement, including the merger, (iii) directed that a
proposal for the adoption of the merger agreement be submitted to the Company shareholders for consideration at the
special meeting and (iv) resolved to recommend that the Company shareholders adopt the merger agreement.

Early in the morning of July 7, 2017, the Company, Ultra and Merger Sub executed the Ultra merger agreement and
the Company issued a press release announcing entry into the Ultra merger agreement prior to the opening of trading
on the NYSE that morning.

Developments Following Execution of Ultra Merger Agreement

On July 21, 2017, each of the Company and Ultra filed with the Department of Justice and the Federal Trade
Commission a premerger notification and report form under the HSR Act with respect to the transaction contemplated
by the Ultra merger agreement (which we refer to as the �HSR filings�). Under the HSR Act and the rules promulgated
thereunder, the transaction contemplated by the Ultra merger agreement could not be consummated until the Company
and Ultra had made the HSR filings and furnished the necessary information to the Department of Justice and the
Federal Trade Commission and until a 30-day waiting period (or any extension of the waiting period) expired or was
terminated.

On August 21, 2017, after discussions with the Department of Justice, Ultra withdrew its HSR filing and then re-filed
it on August 23, 2017. As a result of the re-filing, a second 30-day waiting period under the HSR Act commenced on
August 23, 2017.

On September 22, 2017, the Department of Justice delivered notices to each of Ultra and the Company pursuant to
which the Department of Justice made a second request for information in connection with the Department of Justice�s
review of the transaction contemplated by the Ultra merger agreement (which we refer to as the �second request�). As a
result of the second request, the waiting period under the HSR Act was extended until 30 days after Ultra and the
Company had substantially complied with the second request.

On October 5, 2017, the Company held a special meeting of the Company shareholders and the Company
shareholders voted in favor of adopting the Ultra merger agreement.

On October 23, 2017, the Company, Ultra and the Department of Justice entered into a timing agreement pursuant to
which, among other things, the Company and Ultra agreed not to consummate the transaction contemplated by the
Ultra merger agreement until 90 days following the date on which both of them shall have certified compliance with
the second request, unless the Department of Justice�s investigation shall have been closed sooner, subject to certain
exceptions.

On March 5, 2018, the Company announced the termination by the Company and Ultra of the Ultra merger agreement
as a result of the staff of the Department of Justice informing the parties that it intended to recommend that the
Department of Justice block the transaction contemplated by the Ultra merger agreement. Under an agreement entered
into by the parties to the Ultra merger agreement, the parties agreed to release each other from certain claims and
liabilities arising out of or related to the Ultra merger agreement or the transactions contemplated thereby, including
any termination fees. The Company�s announcement also stated that, as a result of the termination of the Ultra merger
agreement, the Company would seek to re-engage with parties that previously expressed an interest in acquiring all or
a part of the Company and that are in a position to expeditiously proceed to effect such a transaction.
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Company and Ultra proceeding with such transaction, each of the Company and Ultra should enhance its ability to
independently develop, produce and sell sonobuoys and over time work toward the elimination of their use of the
ERAPSCO JV for such activities.

In addition, on March 5, 2018, a representative of Party B contacted Mr. Hartnett by telephone and indicated that
Party B was once again interested in exploring a potential acquisition of the Company. Mr. Hartnett told the
representative of Party B that the Company�s financial advisors would be contacting parties that might be interested in
an acquisition of a portion or all of the Company and that the Company�s financial advisors would contact Party B�s
financial advisor to discuss Party B�s interest in a potential acquisition of the Company.

From March 5, 2018 through March 9, 2018, at the direction of the Company board, the Company�s financial advisors
contacted representatives of parties that previously expressed an interest in an acquisition of a portion or all of the
Company, including a representative of the financial advisor for Party B.

On March 6, 2018, a representative of Cerberus contacted a representative of Wells Fargo Securities by telephone
expressing interest in a potential acquisition of the Company. The representative of Wells Fargo Securities told the
representative of Cerberus that executing a transaction expeditiously was a priority for the Company and that he
would convey to the Company board Cerberus� interest in a potential acquisition of the Company.

On March 7, 2018, the Department of Justice delivered notices to each of Mayer Brown (we refer to the notice to
Mayer Brown as the �DOJ notice�) and counsel for Ultra stating that the Department of Justice had opened an
investigation into the ERAPSCO agreement as being in potential violation of Section 1 of the Sherman Act (which we
refer to as the �DOJ investigation�). Such notices also requested that certain documents and electronic information be
preserved by the Company, Ultra and their respective affiliates and counsel in connection with the DOJ investigation.

On March 9, 2018, a representative of Party B contacted Mr. Hartnett by telephone to reiterate that Party B was
interested in exploring a potential acquisition of the Company.

On March 12, 2018, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, representatives of Wells
Fargo Securities and Raymond James informed the Company board that, since the Company had issued its press
release regarding the termination of the Ultra merger agreement on March 5, 2018, Wells Fargo Securities and
Raymond James had discussions with 15 parties, including Cerberus and Party B and a U.S. based manufacturer of
defense products (which we refer to as �Party H�), regarding a potential transaction involving the Company. Party H had
signed a non-disclosure agreement as part of the marketing process prior to the signing of the Ultra merger agreement,
but had withdrawn in the initial phase of the marketing process after submitting two prior indications of interest to
acquire ECP. A representative of Wells Fargo Securities also noted that Party B had indicated that it would send an
updated list of due diligence requests and that it would be prepared to submit a new indication of interest within two
weeks after Party B receives responses to such requests. The Company board also discussed resuming the marketing
process to identify parties interested in exploring an acquisition of a portion or all of the Company, the length of time
such parties would need to complete their due diligence in connection with the renewed marketing process and the
effect the renewed marketing process would have on the business and operations of the Company.

Later on March 12, 2018, Party B sent a letter to Wells Fargo Securities stating that Party B remained interested in
potentially acquiring the Company and requested that the Company provide certain due diligence materials. In the
letter, Party B indicated that it anticipated that it could submit a new indication of interest one to two weeks following
its receipt of such information. Party B also stated in its letter that it would request exclusivity with the Company for a
period of time that was not specified in the letter following submission of its indication of interest.
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On March 13, 2018, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, the Company board and
representatives of Wells Fargo Securities and Raymond James discussed the March 12, 2018 letter from Party B.
Wells Fargo Securities and Raymond James also reviewed and discussed 13 potential acquirers, including Cerberus,
Party B and Party H, that either had reached out to Wells Fargo Securities and Raymond James following the
termination of the Ultra merger agreement to express an interest in a potential strategic transaction with the Company
or may have an interest in such a transaction. The Company board and the representatives of Wells Fargo Securities
and Raymond James also discussed the logistics and timing associated with the marketing process and the amount of
due diligence new participants in the marketing process might require. The Company board noted that Party B had
conducted a significant amount of due diligence in the initial process and thus could be in a position to sign a
definitive agreement to acquire the Company more quickly than other potential bidders. The Company board
authorized management to engage with Party B regarding a potential strategic transaction involving the Company and
to negotiate and execute any supplements, amendments or modifications to Party B�s non-disclosure agreement with
the Company as management deemed advisable. The Company board also discussed the option of pursuing a
standalone business plan in the event that Party B was not able to move forward quickly with a potential transaction.
Following such discussions, the Company board authorized the Company to resume the marketing process and
authorized Wells Fargo Securities and Raymond James to contact the 13 potential buyers that Wells Fargo Securities
and Raymond James had identified to the Company board. Of such 13 potential buyers, nine had received signed
non-disclosure agreements and received the CIP and five had attended management presentations in the marketing
process prior to the execution of the Ultra merger agreement.

On March 15, 2018, Party B and the Company entered into a standstill agreement which supplemented the
non-disclosure agreement signed by Party B and the Company during the marketing process. The standstill agreement
included standstill provisions which, for a period of eighteen months, prohibited Party B, without the prior written
consent of the Company board, from acquiring any securities of the Company or participating in a proposal for the
Company either publicly or privately or from asking the Company to amend or waive such standstill provisions (often
referred to as a �don�t ask, don�t waive� provision), except that (i) all of the standstill restrictions would automatically
terminate (other than Party B�s restriction from acquiring the Company�s securities) if the Company enters into a
definitive agreement with respect to (or has recommended that Company shareholders accept or approve) a transaction
involving the acquisition of all or a majority of the Company�s outstanding equity securities or all or substantially all of
the Company�s assets and (ii) nothing in the standstill agreement or the non-disclosure agreement would prohibit Party
B making to the Company board on a confidential basis one or more proposals for a strategic transaction involving the
Company.

On March 23, 2018, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Mayer Brown were present. During the meeting, Mr. Hartnett updated the Company board on the Company�s
preliminary discussions with Party B regarding a potential strategic transaction with the Company and, based on a
conversation he had with a representative of Party B, on Party B�s meeting with the Navy. The Company board then
discussed the feasibility of resuming the marketing process to identify a beneficial strategic transaction expeditiously
and the timing and logistics associated therewith. The Company board reactivated the process committee comprised of
Messrs. Molfenter, Bazaar, Swartwout and Hartnett to conduct the marketing process. The process committee would
be assisted and advised by Wells Fargo Securities, Raymond James and Mayer Brown and would have the authority,
among other things, to negotiate and execute non-disclosure, standstill and other preliminary agreements and any
amendments or modifications to any such agreements. The Company board and representatives of Mayer Brown
discussed engaging a consultant in connection with a potential stand-alone business plan and the Company board
determined that, in light of the commencement of the marketing process, the Company board would wait to engage
such a consultant until it had further clarity on the results of the marketing process.
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On March 27, 2018, Cerberus and the Company entered into a non-disclosure agreement which included standstill
provisions substantially similar to the ones contained in the standstill agreement entered into by Party B and the
Company on March 15, 2018.

On March 29, 2018, Party B sent an indication of interest to Wells Fargo Securities to acquire the Company for
$23.50 per share of Company common stock. In its letter, Party B stated that its indication of interest was subject to
the completion of confirmatory due diligence to Party B�s satisfaction, including being provided opportunities to meet
with the Navy and Ultra regarding Party B�s potential acquisition of the Company and the ERAPSCO JV. Party B also
requested 21 days of exclusivity with the Company.

On April 2, 2018, the process committee held a telephonic meeting at which representatives of Wells Fargo Securities,
Raymond James and Mayer Brown were present. During the meeting, a representative of Wells Fargo Securities
updated the process committee on the marketing process with 15 parties with which Wells Fargo Securities and
Raymond James had discussions, including the timing and logistics associated therewith. The representative of Wells
Fargo Securities also updated the process committee on preliminary discussions with Party B�s financial advisor
regarding Party B�s March 29, 2018 proposal. After discussion, the process committee directed Wells Fargo Securities
to deliver a process letter to each of the potential buyers participating in the marketing process.

On April 4, 2018, as directed by the process committee, Wells Fargo Securities (i) sent to each of the potential buyers
participating in the marketing process a process letter requesting indications of interest to acquire the Company to be
submitted by April 18, 2018 and (ii) provided each of the participants in the marketing process that had executed
non-disclosure agreements access to limited due diligence materials regarding the Company and its businesses via an
online virtual data room.

On April 6, 2018, the process committee held a telephonic meeting at which representatives of Wells Fargo Securities,
Raymond James and Mayer Brown were present. During the meeting, a representative of Wells Fargo Securities
updated the process committee on the status of the marketing process, including that, to date, five strategic buyers and
six financial buyers had executed non-disclosure agreements, amendments to existing non-disclosure agreements or
standstill agreements each of which included standstill provisions substantially similar to the ones contained in the
standstill agreement entered into by Party B and the Company on March 15, 2018. Such representative of Wells Fargo
Securities also updated the process committee on discussions between Wells Fargo Securities and Party B�s financial
advisor. Mr. Hartnett informed the process committee that a meeting among Mr. Hartnett, representatives of Party B
and Ultra had been scheduled for April 13, 2018 at Ultra�s headquarters. The process committee then discussed Party
B�s request for exclusivity and determined that such exclusivity would only be granted after Party B had completed all
of its substantive due diligence.

Also on April 6, 2018, a representative of Party G that was employed by a significant shareholder of Party G
contacted a representative of Wells Fargo Securities by telephone to express Party G�s interest in a potential acquisition
of the Company.

From April 6, 2018 through April 13, 2018, representatives of Wells Fargo Securities and representatives of Party G
(including employees of Party G�s significant shareholder) had several discussions regarding the marketing process
and Party G�s interest in acquiring the Company.

On April 9, 2018, a representative of a potential strategic buyer contacted Mr. Hartnett by email to indicate that the
strategic buyer may be interested in exploring a potential acquisition of the Company. Later that day, at the request of
the Company, Wells Fargo Securities confirmed that the Company was interested in having such strategic buyer
participate in the marketing process.
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buyer informed representatives of Wells Fargo Securities by email on April 16, 2018 that such strategic buyer would
not be participating in the marketing process.

On April 11, 2018, as directed by the process committee, Wells Fargo Securities sent to Party B a form of merger
agreement, which had been prepared by Mayer Brown and approved by the process committee. The draft was
substantially similar to the Ultra merger agreement except that, among other things, (i) the provisions specific to Ultra
(such as those relating to Ultra�s shareholder vote) were deleted, (ii) the parent termination fee would be payable if the
merger agreement was terminated due to a failure to obtain requisite regulatory approvals and (iii) the amount of the
parent termination fee would be two times the amount of the termination fee.

Between April 13, 2018 and April 17, 2018, members of Company management held telephonic meetings with several
of the participants in the marketing process, including Cerberus and Party H, to discuss, among other things, the
ERAPSCO JV and such participant�s interest in acquiring the Company and due diligence of the Company.

On April 13, 2018, Mr. Hartnett and representatives of Party B and Ultra held a meeting at Ultra�s corporate
headquarters to discuss the ERAPSCO JV and their expectations for the future conduct of the ERAPSCO JV in the
event Party B were to acquire the Company.

Also on April 13, 2018, a representative of Wells Fargo Securities sent the form non-disclosure agreement to a
representative of Party G and encouraged Party G to proceed expeditiously as the marketing process had already
commenced and other participants in the marketing process had already begun their due diligence review of the
Company.

On April 16, 2018, the process committee held a telephonic meeting at which representatives of Wells Fargo
Securities, Raymond James and Mayer Brown were present. During the meeting, Mr. Hartnett updated the process
committee on the meeting with Party B and Ultra and informed the process committee that a meeting between Party B
and the Navy had been scheduled for April 18, 2018. A representative of Wells Fargo Securities updated the process
committee on the status of the marketing process and indicated that it was still anticipating that the potential buyers,
including Party B, Party H and Cerberus, would deliver their indications of interest on or around April 18, 2018.

On April 17, 2018, Party G sent a mark-up of the form of non-disclosure agreement to Wells Fargo Securities.

On April 18, 2018, Mr. Hartnett and representatives of Party B held a meeting with the Navy regarding Party B�s
potential acquisition of the Company.

Also on April 18, 2018, at the instruction of the Company, a representative of Wells Fargo Securities indicated to
Party G that, given the role that the significant shareholder of Party G was playing in Party G�s consideration of a
potential acquisition of the Company, the Company would require that such significant shareholder be a party to the
non-disclosure agreement in order for Party G to participate in the marketing process.

Later on April 18, 2018, the Company determined not to allow Party G to participate in the marketing process in light
of the fact that the participants in the marketing process were further along in their due diligence of the Company, that
allowing Party G to catch up with other bidders could result in a delay of the marketing process and that executing a
transaction expeditiously was a priority for the Company.

On April 18, 2018 and April 19, 2018, Wells Fargo Securities, on behalf of the Company, received indications of
interest from four strategic buyers, including Party B (which updated its current indication of interest) and Party H,
and one financial buyer, which was Cerberus. The initial indications of interest reflected indicative prices ranging
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proposal was contingent on satisfactory completion of due diligence which it expected to complete within 30 days and
(ii) it intended to acquire both ECP and MDS. Party B did not submit a new indication of interest letter, but Party B
submitted a mark-up of the draft merger agreement sent to Party B on April 11, 2018 in which Party B, among other
things, deleted the provisions providing that the parent termination fee would be payable if the merger agreement was
terminated due to a failure to obtain requisite regulatory approvals. A representative of Party B also told
representatives of Wells Fargo Securities and Raymond James that based on updated share count information in the
Company�s dataroom, Party B�s price per share of Company common stock was $22.25. Party H submitted a proposal
to acquire the entire Company at a price of $23.00 per share of Company common stock and stated that it expected
that its due diligence would be completed and a merger agreement with the Company could be executed within 45 to
60 days.

Also on April 19, 2018, Wells Fargo Securities, on behalf of the Company, received an unsolicited indication of
interest from Party G which contained a proposal to acquire the entire Company for $24.00 per share of Company
common stock, which proposal was based solely on publicly available information.

On April 20, 2018, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a representative of
Wells Fargo Securities provided a summary of the financial terms of the six proposals received on April 18, 2018 and
April 19, 2018, with indicative prices ranging from $21.00 to $24.00 per share of Company common stock, and a
description of the extent of due diligence conducted by each potential buyer. As part of the summary, the
representative of Wells Fargo Securities noted that Party G�s indicated price of $24.00 per share of Company common
stock was based on publicly available information and that, taking into account additional information in the
Company�s dataroom, which information was made available to the participants in the marketing process, Party G�s
indicated price was equivalent to $22.48 per share of Company common stock. The Company board, with the
assistance of representatives of Wells Fargo Securities and Mayer Brown, discussed the circumstances involving Party
G and affirmed the Company�s decision to exclude Party G from the marketing process. Representatives of Mayer
Brown described the changes made by Party B in its mark-up of the draft merger agreement. Mr. Hartnett also
provided the Company board an update on his meeting with Party B and the Navy. Following such discussions, the
Company board instructed Wells Fargo Securities to indicate to Party B that granting Party B exclusivity would be
based on the following conditions: (i) Party B must confirm a price of $23.50 per share of Company common stock,
(ii) Party B must agree that the merger agreement would include provisions providing that the parent termination fee
would be payable if the merger agreement was terminated due to a failure to obtain requisite regulatory approvals and
(iii) a discussion between Party B�s counsel and Mayer Brown must be held to discuss regulatory due diligence matters
relating to Party B and the results of such discussion must not indicate any significant regulatory risk associated with a
transaction for the Company to be acquired by Party B. The Company board also authorized Messrs. Swartwout and
Hartnett to negotiate the terms of and execute an exclusivity agreement with Party B for an exclusivity period not to
exceed 21 days, subject to satisfaction of the foregoing conditions.

On April 23, 2018, representatives of Party B�s financial advisor informed representatives of Wells Fargo Securities
and Raymond James that Party B had determined that, after consideration of the due diligence information that had
been provided to date, including with respect to the Company�s financial condition, the uncertainty of the future of the
ERAPSCO JV and the anticipated difficulty in executing a post-acquisition divestiture of MDS, Party B�s board of
directors decided that Party B would not be moving forward with a potential acquisition of the Company and would be
withdrawing from the marketing process.

On April 25, 2018, the Company board held a meeting at which representatives of the Company�s senior management
and representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a
representative of Wells Fargo Securities updated the Company board on the status of the marketing process. Wells
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indicated that Party G�s proposal was less credible than those of other bidders because such bidders had access to
additional due diligence materials of the Company and Party G had relied exclusively on publicly available
information. Following this review, the Company board noted that Cerberus� and Party H�s proposals reflected the
highest prices proposed by all potential buyers in the marketing process and that Cerberus and Party H had been more
active in their due diligence than the other potential buyers. The Company board then discussed information Wells
Fargo Securities had provided to the Company board in advance of the meeting regarding business relationships
between Wells Fargo Securities and Cerberus and Party H. A representative of Raymond James informed the
Company board that Raymond James would provide the Company board disclosures regarding its relationships with
Cerberus and Party H at a later point in time. After discussion, the Company board determined (i) to continue the
marketing process, (ii) to allow Cerberus and Party H into the next stage of the marketing process and (iii) to allow
Party H to contact a financial acquirer that owned and operated businesses in the contract manufacturing industry
(which we refer to as �Party I�), with which Ultra had engaged in discussions to sell MDS prior to the termination of the
Ultra merger agreement, as Party H had indicated that it did not intend to hold MDS and that Party H needed certainty
with respect to how it would divest MDS if it were to acquire the Company.

On April 26, 2018, as directed by the Company board, Wells Fargo Securities sent to Cerberus and Party H a form of
merger agreement, which had been prepared by Mayer Brown and approved by the process committee, for their
review and comment to be included in their proposals.

On April 30, 2018, Wells Fargo Securities sent to Cerberus and Party H a process letter requesting final proposals to
acquire the entire Company to be submitted by May 16, 2018.

On May 2, 2018, representatives of Company management held a due diligence call with representatives of Cerberus,
Lowenstein Sandler LLP, transaction counsel to Cerberus (which we refer to as �Lowenstein Sandler�), and Blank
Rome LLP, government contracts counsel to Cerberus (which we refer to as �Blank Rome�), to discuss matters relating
to the ERAPSCO JV, including the DOJ investigation. Representatives of Wells Fargo Securities were also present on
this call.

On May 3, 2018, at the Company�s corporate headquarters, Mr. Hartnett and other members of Company management
gave a management presentation to Cerberus regarding the Company, its business segments and operations and its
historical and projected financial performance.

On May 4, 2018, the process committee held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, Mr. Hartnett and a
representative of Wells Fargo Securities updated the process committee on the status of the marketing process,
including discussions with representatives of Cerberus and Party H, and Party H�s intent to engage Party I and possibly
other third parties in connection with a potential sale of MDS.

On May 7, 2018 and May 8, 2018, at the Company�s facility in DeLeon Springs, Florida, members of Company
management met with Cerberus for a site visit and to discuss the ERAPSCO JV, the Company�s business and historical
operations and the Company�s projected financial performance. Mr. Hartnett attended such meeting by telephone.

On May 9, 2018, representatives of Cerberus, Mayer Brown, Lowenstein Sandler and Blank Rome had a conference
call to further discuss the DOJ investigation.

On May 10, 2018, at the Company�s facility in DeLeon Springs, Florida, members of Company management gave a
management presentation to Party H regarding the Company, its business segments and operations and its historical
and projected financial performance and gave a tour of such facility. Mr. Hartnett attended such management
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On May 14, 2018, the process committee held a telephonic meeting at which representatives of Wells Fargo
Securities, Raymond James and Mayer Brown were present. During the meeting, a representative of Wells Fargo
Securities updated the process committee on the status of the marketing process, including progress made by Cerberus
and Party H in their respective due diligence of the Company.

On May 16, 2018, Wells Fargo Securities received updated indications of interest from Cerberus and Party H. In
addition, Party H�s indication of interest included its proposed mark-up of the form of merger agreement. Cerberus�
indication of interest contained a proposal to acquire the entire Company for $22.00 per share of Company common
stock, reaffirmed its intention to acquire both ECP and MDS and requested 21 days of exclusivity. Party H�s indication
of interest contained a proposal to acquire the entire Company for $23.50 per share of Company common stock and
requested 30 days of exclusivity, but did not include any proposed plan with respect to a sale of MDS.

On May 17, 2018, Wells Fargo Securities received Cerberus� proposed mark-up of the form of merger agreement.

On May 18, 2018, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a representative of
Mayer Brown described for the members of the Company board the business relationships with Cerberus and Party H
that were disclosed by each of Wells Fargo Securities and Raymond James. After consideration of such disclosures,
the Company board determined that such relationships would not be likely to impair the ability of Wells Fargo
Securities and Raymond James to provide objective advice and concluded that it was appropriate for the Company
board to continue to receive advice from such financial advisors. Following such discussion, a representative of Wells
Fargo Securities provided a summary of the financial terms of Cerberus� and Party H�s proposals received on May 16,
2018. The representative of Wells Fargo Securities also discussed the extent of due diligence performed by each of
Cerberus and Party H and noted that Cerberus had performed substantially more due diligence than Party H to date. A
representative of Mayer Brown then described the changes made by Cerberus and Party H in their respective mark-ups
of the form of merger agreement and noted that Cerberus� mark-up was far more extensive than that of Party H. After
further discussion, the Company board determined that it was not the appropriate time to enter into exclusivity with
either Cerberus or Party H. The Company board then instructed Wells Fargo Securities to (i) inform Cerberus and
Party H that the Company would not provide exclusivity and press them to commit to a timeframe to executing a
merger agreement with the Company, (ii) make a counterproposal to Cerberus to increase its price from $22.00 to
$23.50 per share of Company common stock and (iii) press Party H to increase the pace of its due diligence and
commit to a plan with respect to its potential sale of MDS. The Company board also instructed Mayer Brown to
engage with counsel for Cerberus to negotiate the terms of the merger agreement.

Later on May 18, 2018, representatives of Wells Fargo Securities contacted representatives of Cerberus by telephone
to relay the Company board�s counterproposal that Cerberus increase its price from $22.00 to $23.50 per share of
Company common stock, which the representatives of Cerberus and Wells Fargo Securities discussed and the
representatives of Cerberus said they would consider further. The representatives of Wells Fargo Securities also
informed Cerberus that the Company board would not grant Cerberus exclusivity at such time and asked Cerberus to
confirm whether it was willing to proceed on that basis, and the representatives of Cerberus indicated that they would
consider proceeding on that basis.

Also on May 18, 2018, representatives of Wells Fargo Securities and Raymond James contacted representatives of
Party H and Party H�s financial advisor and discussed the status of Party H�s due diligence and Party H�s plans with
respect to a potential sale of MDS. In the course of their discussion, the representatives of Party H indicated that Party
H was prepared to proceed expeditiously with their due diligence and execute a merger agreement within 30 days
provided the results of due diligence are satisfactory. The representatives of Party H also indicated that Party H�s
entering into a merger agreement to acquire the Company would not be contingent on finalizing the terms of a sale of
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informed Party H that the Company board would not grant Party H exclusivity at such time and asked Party H to
confirm whether it was willing to proceed on that basis, and the representatives of Party H indicated that they would
consider proceeding on that basis.

On May 19, 2018, representatives of Mayer Brown had a conference call with representatives of Lowenstein Sandler
to negotiate terms of the merger agreement. During the call, Mayer Brown and Lowenstein Sandler engaged in
discussions and negotiations regarding, among other things, (i) the scope of each party�s representations and warranties
in the merger agreement, including the Company�s representations and warranties with respect to government
contracting matters and the ERAPSCO JV, (ii) financing matters, (iii) the circumstances in which a termination fee
would become payable by the Company to Parent and the size of such fee and (iv) the circumstances in which a
termination fee would become payable by Parent to the Company and the size of such fee.

On May 22, 2018, representatives of Cerberus contacted representatives of Wells Fargo Securities by telephone to
inform them that Cerberus would not increase its price of $22.00 per share of Company common stock, but it was
willing to proceed without being provided exclusivity.

On May 23, 2018, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a representative of
Wells Fargo Securities provided an update on the status of the marketing process, including an update on the
discussions that took place with the representatives of Cerberus, Party H and their respective advisors since the
May 18, 2018 meeting of the Company board. In addition, the Company board, with the assistance of representatives
of each of Wells Fargo Securities, Raymond James and Mayer Brown, discussed potential paths forward in the
marketing process if Party H did not confirm that it was prepared to proceed without exclusivity. After this discussion,
the Company board directed Company management to continue pursuing a transaction with Cerberus and Party H, if
Party H confirmed that it was willing to proceed without being provided exclusivity.

On May 24, 2018, representatives of Party H�s financial advisor contacted representatives of Wells Fargo Securities by
telephone to inform them that Party H was willing to proceed without being provided exclusivity.

On May 30, 2018, a representative of Party G contacted a representative of Wells Fargo Securities by telephone and
stated that unless Party G were to be immediately permitted to participate in the marketing process, Party G would
send to the Company board on June 1, 2018 a letter with a proposal to acquire the Company and would also publicly
disclose that letter on that same day. Later that day, Party G and the Company entered into a non-disclosure agreement
to which the significant shareholder of Party G, whose employees had acted as representatives of Party G, was also a
party and which included standstill provisions substantially similar to the ones contained in the standstill agreement
entered into by Party B and the Company on March 15, 2018.

On May 31, 2018, Party G was granted access to the due diligence materials regarding the Company and its
businesses via an online virtual data room.

On June 1, 2018, Company management and representatives of Mayer Brown and the Company�s regular outside
counsel had a conference call with representatives of Cerberus, Lowenstein Sandler and Blank Rome to discuss due
diligence matters relating to the ERAPSCO JV.

On June 8, 2018, representatives of Mayer Brown and Lowenstein Sandler had a conference call to discuss possible
structures for Cerberus� potential acquisition of the Company.
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Also on June 11, 2018, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting,
representatives of Wells Fargo Securities and Mayer Brown updated the process committee on the status of the
marketing process, including the conference call between Mayer Brown and Lowenstein Sandler on June 8, 2018.
After discussion, the process committee directed Wells Fargo Securities to request that Cerberus and Party H commit
to a definitive time frame for executing a merger agreement with the Company, and authorized Messrs. Swartwout
and Hartnett to continue to provide Mayer Brown input and guidance in the preparation of the Company�s mark-up of
Cerberus� draft of the merger agreement.

On June 12, 2018, at the Company�s corporate headquarters, Mr. Hartnett and other members of Company
management gave a management presentation to Party G regarding the Company, its business segments and
operations and its historical and projected financial performance.

From June 12 through June 18, 2018, representatives of Wells Fargo Securities had a series of calls with
representatives of Party H�s financial advisor regarding the Company board�s desire that Party H commit to a time
frame for signing a merger agreement with the Company. On these calls, the representatives of Party H�s financial
advisor indicated that Party H was willing to commit to a 30-day time frame for executing a merger agreement with
the Company if it were to be granted exclusivity for such period. In response, the representatives of Wells Fargo
Securities requested that Party H submit an updated indication of interest reaffirming its proposal to acquire the
Company for $23.50 per share of Company common stock.

On June 14, 2018, Mayer Brown sent a mark-up of Cerberus� draft of the merger agreement to Lowenstein Sandler.

On June 15, 2018, Party G sent an updated indication of interest to Wells Fargo Securities to acquire the Company for
$19.50 per share of Company common stock and requested 30 days of exclusivity.

On June 16, 2018, representatives of Mayer Brown and Lowenstein Sandler held a conference call to discuss and
negotiate terms of the merger agreement. During the call, Mayer Brown and Lowenstein Sandler engaged in
discussions and negotiations regarding, among other things, (i) the scope of representations related to ERAPSCO,
FDA matters, intellectual property and government contracting, (ii) the definition of material adverse effect, (iii) the
Company�s obligation to cooperate in any Cerberus financing, (iv) the circumstances in which a termination fee would
become payable by the Company to Parent and the size of such fee, (v) the circumstances in which a termination fee
would become payable by Parent to the Company and the size of such fee and (vi) the definition of superior proposal.

On June 18, 2018, representatives of Wells Fargo Securities had a call with representatives of Cerberus regarding the
Company board�s desire that Cerberus commit to a time frame for signing a merger agreement with the Company. On
the call, the representatives of Cerberus indicated that Cerberus anticipated it could complete its due diligence and
sign a merger agreement within 14 days.

Later on June 18, 2018, the process committee held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a
representative of Wells Fargo Securities updated the process committee on the status of the marketing process,
including his discussions with representatives Party H between June 12, 2018 and June 18, 2018 and representatives
of Cerberus earlier in the day on June 18, 2018. The representative of Wells Fargo Securities also provided a summary
of the financial terms of Party G�s updated proposal received on June 15, 2018. After discussion, the process
committee determined not to proceed with Party G in light of the fact that its price was significantly lower than that of
Cerberus and Party H.
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Also on June 18, 2018, the ERAPSCO JV received a notice from the Navy stating that the ERAPSCO JV had been
excluded from the competitive range (which we refer to as the �range exclusion�) under Navy Solicitation No.
N00019-19-R-0002 for the government fiscal years (which we refer to as �GFY�) 19-23 AN/SSQ-125A Production
Sonobuoy (which we refer to as the �Q-125A solicitation�).

On June 20, 2018, Company management requested a debriefing with the Navy regarding the range exclusion (which
we refer to as the �debriefing�).

Also on June 20, 2018, at the request of the Company, Wells Fargo Securities informed Cerberus and Party H of the
range exclusion.

On June 21, 2018, Company management and representatives of Wells Fargo Securities and Raymond James had
conference calls with representatives of each of (i) Cerberus, Lowenstein Sandler and Blank Rome and (ii) Party H to
discuss with them the range exclusion and the planned debriefing. On such calls, representatives of Cerberus and Party
H indicated that they would require additional due diligence information regarding the range exclusion, including,
among other things, updated financial projections from Company management taking into account the impact of the
range exclusion.

On June 25, 2018, the Navy agreed to schedule the debriefing for June 28, 2018.

On June 27, 2018, Company management made available to Cerberus and Party H updated financial projections from
the Company taking into account the impact of the range exclusion.

Also on June 27, 2018, the Company board held a meeting at its corporate headquarters at which Mr. McCormack was
present and representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present by telephone.
During the meeting, Mr. Hartnett and a representative of Wells Fargo Securities updated the Company board on recent
discussions with Cerberus and Party H regarding the range exclusion and the upcoming debriefing.

On June 28, 2018, Mr. Hartnett and other members of Company management met with the Navy and attended the
debriefing.

On June 29, 2018, Company management and representatives of Wells Fargo Securities and Raymond James had
conference calls with representatives of each of Cerberus and Party H to update them on the debriefing.

On June 30, 2018, a representative of Party H�s financial advisor contacted a representative of Wells Fargo Securities
by telephone. On that call, the representative of Party H�s financial advisor confirmed that (i) Party H was still
interested in pursuing an acquisition of the Company but at a reduced price of $17 to $18 per share of Company
common stock, (ii) Party H�s interest in acquiring the Company was contingent upon Party H meeting with each of
Ultra, the Navy and the Department of Justice regarding the ERAPSCO JV and Party H being afforded three weeks of
confirmatory due diligence after such meetings and (iii) Party H�s requirement that it be given a period of exclusivity.
The representative of Party H�s financial advisor also explained that Party H intended to withdraw its proposal if the
Company board presented a counterproposal for a price greater than $18 per share of Company common stock.

On July 2, 2018, a representative of Cerberus informed Wells Fargo Securities that Cerberus had determined that, in
light of the range exclusion, its concerns regarding the Navy�s view of the Company and the ERAPSCO JV, it would
not be moving forward with a potential acquisition of the Company and would be withdrawing from the marketing
process.
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Cerberus on July 2, 2018. Representatives of Wells Fargo Securities and Raymond James provided a summary of the
financial terms of Party H�s proposal. After discussion, the Company board determined to proceed with Party H on the
basis of its June 30, 2018 proposal and authorized Mr. Hartnett to negotiate and execute an exclusivity agreement with
Party H for an exclusivity period that would expire no later than July 30, 2018.

Later on July 3, 2018, Wells Fargo Securities sent Party H�s financial advisor a form of exclusivity agreement prepared
by Mayer Brown.

On July 7, 2018, the Company and Party H executed an exclusivity agreement providing for exclusivity through
July 30, 2018.

On July 9, 2018, the ERAPSCO JV filed a bid protest (which we refer to as the �bid protest�) with the United States
Government Accountability Office (which we refer to as the �GAO�) challenging the range exclusion and requested that
the GAO restore the ERAPSCO JV�s ability to participate in the Q-125A solicitation. Also on that day, the Company
issued a press release announcing the filing of the bid protest.

On July 13, 2018, Mayer Brown sent a mark-up of Party H�s draft of the merger agreement to counsel to Party H.

On July 17, 2018, at the Company�s facility in DeLeon Springs, Florida, Mr. McCormack and other members of
Company management met with Party H to discuss the Company, its business segments and operations and its
historical and projected financial performance and gave a tour of such facility. Mr. Hartnett attended such meeting by
telephone.

On July 20, 2018, Mayer Brown sent to counsel to Party H a draft of the Company disclosure letter to the merger
agreement.

On July 25, 2018, a representative of Party H�s financial advisor contacted a representative of Wells Fargo Securities
by telephone. On that call, the representative of Party H�s financial advisor indicated that Party H was in the advanced
stages of negotiating a purchase agreement for the sale of MDS with Party I (which we refer to as the �MDS purchase
agreement�) and requested that Company management review the representations and warranties of the MDS purchase
agreement and inform Party H if they had any concerns regarding such language. The representative of Wells Fargo
Securities indicated that Party H would need to provide a mark-up of the merger agreement before Company
management and the Company�s legal advisors devote any time to reviewing any terms of the MDS purchase
agreement.

On July 26, 2018, Party H�s financial advisor sent Wells Fargo Securities a draft of the representations and warranties
contained in the MDS purchase agreement.

On July 27, 2018, counsel to Party H sent a mark-up of the merger agreement to Mayer Brown. Such mark-up
included a new condition to closing which required that the conditions to closing under the MDS purchase agreement
be satisfied in order for the transactions contemplated by the merger agreement to close (which we refer to as the
�MDS closing condition�).

On July 30, 2018, the Company board, by unanimous written consent, authorized the exclusivity period under the
exclusivity agreement with Party H to be extended to August 6, 2018, subject to Party H agreeing to delete the MDS
closing condition from the merger agreement.
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(i) exclusivity would be extended to August 6, 2018 only if Party H agreed to delete the MDS closing condition from
the merger agreement and (ii) any extension of exclusivity beyond August 6, 2018 would be conditioned on Party H
confirming a price of $18 per share of Company common stock.
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In addition, on July 30, 2018, representatives of Party H held a meeting with the Department of Justice regarding the
DOJ investigation.

On August 1, 2018, a representative of Party H�s financial advisor contacted a representative of Wells Fargo Securities
by telephone. On that call, the representative of Party H�s financial advisor confirmed that Party H was willing to
delete the MDS closing condition from the merger agreement and was seeking to sign the merger agreement by
August 15, 2018 but would not be in a position to confirm its price until the following week after Company
management provided certain addition due diligence information. The representative of Party H�s financial advisor also
informed Wells Fargo Securities that Party H expected Company management and the Company�s legal advisors to
take an active role in the negotiation of the representations and warranties of the MDS purchase agreement and the
drafting the disclosure schedules thereto.

Later on August 1, 2018, the Company and Party H executed an amendment to the exclusivity agreement, which
extended the exclusivity period to August 6, 2018.

On August 2, 2018, Mayer Brown sent a mark-up of the merger agreement to counsel to Party H.

On August 3, 2018, Mr. Hartnett and representatives of Party H and Ultra held a meeting at Ultra�s corporate
headquarters to discuss the ERAPSCO JV and the future conduct of the ERAPSCO JV in the event Party H were to
acquire the Company.

On August 6, 2018, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a representative of
Wells Fargo Securities updated the Company board on the status of discussions with Party H regarding a potential
acquisition of the Company, including the discussions which took place on July 30, 2018, and on the status of
discussions among Party H, Party I and the Company regarding a potential sale of MDS and the terms of the MDS
purchase agreement. The representative of Wells Fargo Securities also discussed the financial terms of Party H�s
proposal. A representative of Mayer Brown then explained the extent of the assistance requested by Party H from
Company management and the Company�s legal advisors with respect to the negotiation of the MDS purchase
agreement and the disclosure schedules thereto. After discussion, the Company board authorized Company
management to extend exclusivity with Party H to August 10, 2018.

Later on August 6, 2018, the Company and Party H executed an amendment to the exclusivity agreement which
extended the exclusivity period to August 10, 2018.

Also on August 6, 2018, Mayer Brown sent to counsel to Party H a further updated draft of the Company disclosure
letter to the merger agreement.

On August 9, 2018, Company management and representatives of Party H, Party H�s financial advisor, Wells Fargo
Securities and Mayer Brown had a conference call to discuss the extent to which Company management and the
Company�s legal advisors would participate in the negotiation of certain terms of the MDS purchase agreement,
including the representations and warranties thereof. On that call, Company management and the representatives of
Party H determined that each had contemplated a different scope of work for Company management and the
Company�s legal advisors and determined to clarify Company management�s and the Company�s legal advisors� role in
the MDS purchase agreement process moving forward.

From August 9, 2018 through early September 2018, the Company and Party H came to an agreement on the extent to
which Company management and the Company�s legal advisors would participate in the negotiation of the MDS
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and warranties set forth in the MDS purchase agreement and the disclosure schedules thereto.
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On August 10, 2018, Party H�s financial advisor contacted Wells Fargo Securities by telephone to confirm Party H�s
proposal to acquire the Company for $18 per share of Company common stock and to indicate that Party H was now
seeking to sign the merger agreement by August 24, 2018.

Also on August 10, 2018, Mayer Brown and counsel for Party H had a conference call to discuss the disclosure
schedules to the MDS purchase agreement. On that call, counsel for Party H indicated that Party H did not intend to
sign the merger agreement unless such signing was concurrent with the signing of the MDS purchase agreement.

Later on August 10, 2018, the Company board held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a
representative of Wells Fargo Securities updated the Company board on the status of discussions with Party H
regarding a potential acquisition of the Company, including the discussions which took place earlier that day. The
Company board and the representatives of Wells Fargo Securities and Mayer Brown also discussed the status of Party
H�s negotiation of the MDS purchase agreement with Party I and the reasons for Party H�s continued delay in finalizing
and signing the merger agreement, including Party H�s intention that it sign the MDS purchase agreement
simultaneously with the merger agreement. After discussion, the Company board directed Wells Fargo Securities and
Raymond James to inform Party H that the Company would continue to pursue an acquisition of the Company by
Party H and assist Party H in connection with negotiating the MDS sale agreement. The Company board also
authorized Company management to extend exclusivity with Party H to August 24, 2018.

On August 14, 2018, Mr. Hartnett, Mr. McCormack and representatives of Party H, Party H�s financial advisor, Wells
Fargo Securities, Raymond James, Party H�s counsel and Mayer Brown had a conference call to discuss the timeline
and steps necessary to executing the merger agreement and the MDS purchase agreement, including Party H�s intent to
obtain representation and warranty insurance with respect to the MDS purchase agreement.

On August 15, 2018, the Company and Party H executed an amendment to the exclusivity agreement which extended
the exclusivity period to August 24, 2018.

On August 22, 2018, the Company board held a meeting at its corporate headquarters at which Mr. McCormack was
present and representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present by telephone.
During the meeting, a representative of Wells Fargo Securities updated the Company board on the status of Party H�s
negotiation of the MDS purchase agreement with Party I and Party I�s due diligence of MDS, including Party H�s intent
to obtain representation and warranty insurance with respect to the MDS purchase agreement. The representative of
Wells Fargo Securities conveyed Wells Fargo Securities� understanding that a representation and warranty insurer�s
underwriting process could take a minimum of seven to ten days and that such process had not yet been commenced
by Party H. The Company board and a representative of Mayer Brown discussed both transactions, including
anticipated timing and open items. After discussion, the Company board also authorized Company management to
extend exclusivity with Party H to August 31, 2018.

On August 23, 2018, Wells Fargo Securities sent Party H�s financial advisor a form of amendment to the exclusivity
agreement prepared by Mayer Brown which extended exclusivity to August 31, 2018. Party H did not sign and return
the amendment to Wells Fargo Securities or send any other response to such amendment to Wells Fargo Securities or
Mayer Brown.

On August 30, 2018, the Navy issued a notice to the ERAPSCO JV that it had taken corrective action to reopen the
competitive range regarding the Q-125A solicitation and allow the ERAPSCO JV in that competitive range, which
allowed the ERAPSCO JV to again participate in the Q-125A solicitation.
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a representative of Wells Fargo Securities updated the Company board on the status of discussions with Party H
regarding a potential acquisition of the Company and the potential sale of MDS to Party I. The representative of Wells
Fargo Securities noted that Party H had indicated that it had not yet started the underwriting process for the
representation and warranty insurance for the potential MDS sale transaction but that Party H expected it would be
completed within 20 days. After discussion, the Company board authorized Company management to extend
exclusivity with Party H to September 14, 2018.

On September 4, 2018, as a result of the Navy�s decision to restore the ERAPSCO JV�s ability to participate in the
Q-125A solicitation, the GAO dismissed the bid protest.

On September 5, 2018, the Company issued a press release announcing that the Navy had taken corrective action with
respect to the range exclusion and the GAO had dismissed the bid protest.

On September 13, 2018, the Company filed a restatement (which we refer to as the �restatement�) of its consolidated
financial statements for the quarterly periods ended October 1, 2017, December 31, 2017 and April 1, 2018 under
Item 4.02 of Form 8-K. The restatement was made to correct an understatement of inventory and a corresponding
overstatement of cost of goods sold which arose as a result of a processing error during the consolidation of the
Company�s financial results after implementing a new enterprise resource management system.

On September 14, 2018, the Company board held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a representative of
Wells Fargo Securities updated the Company board on the status of discussions with Party H regarding a potential
acquisition of the Company and the potential sale of MDS to Party I. The representative of Wells Fargo Securities also
updated the Company board on recent discussions with Party H regarding the restatement and told the Company board
that Party H had indicated that it would likely not be in a position to sign a merger agreement for two weeks. After
discussion, the Company board authorized Company management, if requested by Party H, to extend exclusivity with
Party H up to two weeks following the date of the meeting.

On September 17, 2018, a representative of Cerberus contacted Wells Fargo Securities to indicate that Cerberus had a
renewed interest in pursuing an acquisition of the Company.

On September 18, 2018, Party H�s financial advisor informed Wells Fargo Securities that, after consideration of the
results of its due diligence, Party H would no longer be pursuing a transaction to acquire the Company.

Also on September 18, 2018, the Company board held a telephonic meeting at which Mr. McCormack and
representatives of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a
representative of Wells Fargo Securities updated the Company board on Party H�s decision not to pursue an acquisition
of the Company and Cerberus� renewed interest in acquiring the Company. The Company board, with the assistance of
the representative of Wells Fargo Securities, also discussed pursuing a sale of MDS by the Company to Party I and
terminating the marketing process to pursue a standalone business strategy. The Company board decided to review the
revised financial forecasts for the Company that were being prepared by Company management prior to deciding on
how to respond to Cerberus� renewed interest in pursuing an acquisition of the Company.

On September 21, 2018, the Company board held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, the Company board,
with the assistance of a representative of Wells Fargo Securities, discussed the various options the Company board
could pursue with respect to a strategic transaction involving the Company, including reengaging with Cerberus and
terminating the marketing process to pursue a standalone business strategy. Messrs. Hartnett and McCormack also
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was willing to consider a proposal from Cerberus subject to Cerberus agreeing to conduct only limited additional due
diligence and working to execute a merger agreement with the Company expeditiously.

Later on September 21, 2018, Cerberus submitted an indication of interest which contained a proposal to acquire the
entire Company for $18.50 per share of Company common stock. In its proposal, Cerberus indicated that it had
substantially completed its due diligence in June 2018 and it was confident it would be able to complete its due
diligence and finalize transaction documents within seven days after the Company engaged with Cerberus.

On September 24, 2018, Cerberus was granted access to due diligence materials regarding the Company and its
businesses via an online virtual data room.

On September 26, 2018, members of Company management held a due diligence call with representatives of Cerberus
to discuss matters relating to the restatement and Q4 FY19 financial performance of the Company. Representatives of
Wells Fargo Securities were also present on the call.

On September 29, 2018, updated financial forecasts for the Company prepared by Company management were
provided to Cerberus via an online virtual data room.

On October 2, 2018, members of Company management held a due diligence call with representatives of Cerberus to
discuss matters relating to the Company�s updated financial forecasts. Representatives of Wells Fargo Securities were
also present on the call.

On October 4, 2018, members of Company management held a due diligence call with representatives of Cerberus to
discuss matters relating to the Company�s bid for the Q-125A solicitation. Representatives of Wells Fargo Securities
were also present on the call.

On October 5, 2018, Cerberus submitted an updated indication of interest which confirmed Cerberus� proposal to
acquire the entire Company for $18.50 per share of Company common stock. The proposal contained an extensive list
of due diligence requests and requested 14 days of exclusivity. Cerberus also confirmed that it was confident it would
be able to complete its due diligence and finalize transaction documents within 7 days of full access to information
and management. In subsequent discussions that day between Cerberus and Wells Fargo Securities, Cerberus
indicated that $18.50 was the highest price that Cerberus was willing to propose.

Also on October 5, 2018, Lowenstein Sandler sent a mark-up of the Company�s June 14, 2018 draft of the merger
agreement to Mayer Brown.

On October 8, 2018, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, a representative of
Wells Fargo Securities reviewed the financial terms of Cerberus� proposal from October 5, 2018 and noted the
extensive due diligence plan that had been submitted by Cerberus as part of such proposal. The representative of
Wells Fargo Securities also reported to the Company board that a representative of Cerberus had told Wells Fargo
Securities that $18.50 per share of Company common stock was the highest price that Cerberus is prepared to offer to
acquire the Company. In addition, a representative of Mayer Brown described to the Company board the changes
proposed by Cerberus in its extensive mark-up of the merger agreement, including, among other things (i) the addition
of a right for Cerberus to terminate the merger agreement in the event that the ERAPSCO agreement is terminated for
any reason or upon the occurrence of certain other events relating to the ability of the Company and its subsidiaries to
contract with a government entity, (ii) the addition of an expense reimbursement that would become payable by the
Company to Parent in the event Company shareholders did not adopt the merger agreement, (iii) an increase in the
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Company board determined to proceed to negotiate with Cerberus without granting Cerberus exclusivity on the
condition that Cerberus would (i) accept a merger
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agreement that contains terms substantially closer to the form of merger agreement provided by the Company and
(ii) proceed quickly to finish its due diligence and execute the merger agreement. The Company board instructed
Wells Fargo Securities and Raymond James to communicate such conditions to Cerberus and to clarify that the
Company would terminate further discussions if Cerberus did not commit to a target date to execute the merger
agreement. The Company board then authorized Company management to enter into an exclusivity agreement with an
exclusivity period of seven days only if Cerberus accepted the Company board�s conditions but insisted on exclusivity
in order to proceed. In addition, the Company board authorized Messrs. Swartwout and Hartnett to negotiate the
merger agreement and the other transaction documents and provide Mayer Brown guidance in its preparation of a
mark-up of such documents.

Later on October 8, 2018, at the direction of the Company board, representatives of Wells Fargo Securities contacted
representatives of Cerberus by telephone to relay the Company board�s conditions and position on timing as
determined by the Company board at the meeting held earlier that day. The representatives of Cerberus confirmed that
Cerberus was willing to proceed on such terms without being provided exclusivity.

On October 9, 2018, representatives of Mayer Brown had a conference call with representatives of Lowenstein
Sandler to have a preliminary discussion regarding the terms of Cerberus� proposal, including Cerberus� mark-up of the
merger agreement.

On October 11, 2018, representatives of Mayer Brown had a conference call with representatives of Lowenstein
Sandler to negotiate terms of the merger agreement. During the call, Mayer Brown and Lowenstein Sandler engaged
in discussions and negotiations regarding, among other things, (i) the scope of the Company�s representations and
warranties with respect to the ERAPSCO JV, (ii) the circumstances in which a termination fee would become payable
by the Company to Parent and the size of such fee, (iii) the size of the termination fee payable by Parent to the
Company, (iv) the definition of material adverse effect, (v) the circumstances in which Parent can terminate the
merger agreement, including for certain types of material adverse effects, (vi) the definition of superior proposal
which would trigger the Company�s ability to terminate the merger agreement under certain circumstances and (vii) the
circumstances in which an expense reimbursement would become payable by the Company to Parent and the
maximum amount of such reimbursement.

Also on October 11, 2018, at the Company�s corporate headquarters, Mr. Hartnett and other members of Company
management met with Cerberus to discuss Cerberus� due diligence.

On October 13, 2018, representatives of Mayer Brown had a conference call with representatives of Lowenstein
Sandler to negotiate terms of the merger agreement. During the call, Mayer Brown and Lowenstein Sandler engaged
in discussions and negotiations regarding, among other things, Cerberus� proposals for resolving the matters discussed
on October 11, 2018.

Later on October 13, 2018, Lowenstein Sandler sent drafts of the equity commitment letter and the limited guarantee
to Mayer Brown.

On October 14, 2018, Mayer Brown sent a mark-up of the merger agreement to Lowenstein Sandler.

On October 17, 2018, representatives of Mayer Brown had a conference call with representatives of Lowenstein
Sandler to negotiate terms of the merger agreement, the equity commitment letter and the limited guarantee. During
the call, Mayer Brown and Lowenstein Sandler engaged in discussions and negotiations regarding, among other
things, (i) financing matters, (ii) the scope of the restrictions on the Company�s ability to make certain capital and
operational expenditures between signing of the merger agreement and closing of the merger, (iii) the definition of
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expenses in connection with the Company�s enforcement of the limited guarantee and (vi) the Company�s third party
beneficiary right to specific performance under the equity commitment letter.
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Also on October 17, 2018, Mr. Hartnett and representatives of Cerberus and Ultra held a meeting at Ultra�s corporate
headquarters (with Mr. Hartnett participating by telephone) to discuss the ERAPSCO JV and the future conduct of the
ERAPSCO JV in the event Cerberus were to acquire the Company. During that meeting, a representative of Cerberus
requested that Ultra waive the ERAPSCO transfer provisions with respect to the merger which the representatives of
Ultra said they would consider and requested that Cerberus send its proposed language with respect to such waiver.

On October 18, 2018, a representative of Cerberus contacted a representative of Wells Fargo Securities by telephone
to discuss Cerberus� concerns that Ultra could assert rights under the ERAPSCO transfer provisions with respect to the
merger and Cerberus� intention of seeking Ultra�s consent under the ERAPSCO transfer provisions with respect to the
merger (which we refer to as the �Ultra consent�). Later that day, Lowenstein Sandler sent a draft letter agreement with
respect to the Ultra consent (which we refer to as the �consent letter�) to Mayer Brown.

Later on October 18, 2018, Mayer Brown sent mark-ups of the equity commitment letter and the limited guarantee to
Lowenstein Sandler.

On October 19, 2018, representatives of Mayer Brown and Lowenstein Sandler discussed Cerberus� intention to seek
the Ultra consent and the proposed form of the consent letter. Later that day, a representative of Mayer Brown noted in
an email to representatives of Lowenstein Sandler the Company�s position that the Company would not be a party to
the consent letter and that no view of the Company or its affiliates or advisors relating to such matter be
communicated to Ultra.

On October 22, 2018, Lowenstein Sandler sent mark-ups of the merger agreement, the equity commitment letter and
the limited guarantee to Mayer Brown.

On October 24, 2018, the Company board held a telephonic meeting at which Mr. McCormack and representatives of
Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, the Company board,
with the assistance of Mr. McCormack and representatives of Wells Fargo Securities and Raymond James, discussed a
revision to the projections prepared by Company management and shared with Cerberus through the online virtual
data room, which revision would reflect financial information relating to additional potential sonobuoy sales in
connection the recent increase in the federal budget for sonobuoy purchases and potential Q-125A sonobuoy sales, in
light of the Navy�s recent corrective action with respect to the range exclusion. The revision to the financial forecasts
would result in an increase to the Company�s projected revenues, income and other related financial metrics. A
representative of Wells Fargo Securities noted that, although not reflected in the projections available to Cerberus in
the online virtual data room, the information that underlies the revision to the projections had already been provided to
Cerberus prior to its October 5, 2018 proposal and that Cerberus was nearly complete with its financial due diligence.
The Company board also discussed requesting that Cerberus increase its price in light of the revision to the projections
and the potential delay associated with such a request. Representatives of Mayer Brown also discussed the status of
the transaction documents, including the merger agreement, the limited guarantee and the equity commitment letter.
After discussion, the Company board authorized Company management to make the revised projections available to
Cerberus and determined that it would consider whether to request a higher price from Cerberus after such revised
projections had been provided to Cerberus.

On October 29, 2018, representatives of Cerberus, Lowenstein Sandler and Mayer Brown had a conference call to
further discuss the Company�s views as to the ERAPSCO transfer provisions and the Ultra consent. On such call, a
representative of Mayer Brown noted that the Company�s position was that the ERAPSCO transfer provisions did not
apply to the merger and that the Ultra consent should not be pursued with Ultra.
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During the call, Mayer Brown and Lowenstein Sandler engaged in discussions and negotiations regarding, among
other things, (i) the scope of the Company�s representations and warranties with respect to government contracting
matters, (ii) limitation of liability and sole recourse, (iii) the scope of the restrictions on the Company�s ability to make
certain capital and operational expenditures between signing of the merger agreement and closing of the merger,
(iv) the circumstances in which an expense reimbursement would become payable by the Company to Parent and the
maximum amount of such reimbursement, (v) reimbursement for certain expenses under the limited guarantee in
connection with enforcing the limited guarantee and (vi) the Company�s third party beneficiary right to specific
performance under the equity commitment letter.

On October 31, 2018, the Company board held a meeting at the Company�s corporate headquarters at which
Mr. McCormack was present and representatives of Wells Fargo Securities, Raymond James and Mayer Brown were
present by telephone. During the meeting, Mr. Hartnett and a representative of Wells Fargo Securities updated the
Company board on the status of discussions with Cerberus regarding the Ultra consent. The Company board and a
representative of Mayer Brown then discussed the Company board�s position that the ERAPSCO transfer provisions
did not apply to the merger and the possible ways that allowing Cerberus to engage with Ultra with respect to the
Ultra consent could affect the Company�s relationship with Ultra and could delay the signing of the merger agreement.
After discussion, the Company board determined that it would permit Cerberus to seek the Ultra consent but would
not permit Cerberus to seek any amendment to the ERAPSCO agreement. The Company board, with the assistance of
its financial advisors, also considered whether to seek a price increase from Cerberus and determined that, in light of
the recent revised projections prepared by Company management, Cerberus� previous awareness of the information
that was reflected in the recent revised projections, the Company�s recent financial performance, and the risks of a
potential delay in signing the merger agreement, it would not seek such an increase from Cerberus.

On November 2, 2018, Lowenstein Sandler sent a mark-up of the merger agreement to Mayer Brown.

On November 3, 2018, Lowenstein Sandler sent mark-ups of the equity commitment letter and the limited guarantee
to Mayer Brown.

On November 6, 2018, a representative of Cerberus sent a draft of the consent letter to a representative of Wells Fargo
Securities, together with a letter to the Company board stating that Cerberus believed that parties to the ERAPSCO JV
should acknowledge that the ERAPSCO transfer provisions do not apply to the merger in order to provide certainty to
all parties. Later that day, at the direction and with the input of Messrs. Swartwout and Hartnett, Mayer Brown sent
comments to the consent letter to Lowenstein Sandler.

Later on November 6, 2018, Mayer Brown sent a mark-up of the merger agreement to Lowenstein Sandler.

On November 7, 2018, the Company board held a telephonic meeting at which Mr. McCormack and representatives
of Wells Fargo Securities, Raymond James and Mayer Brown were present. During the meeting, Mr. Swartwout,
Mr. Hartnett and a representative of Mayer Brown updated the Company board on the status of discussions with
Cerberus regarding the Ultra consent. Representatives of Mayer Brown then described the terms of the revised consent
letter and the comments made by Mayer Brown thereto. The Company board, with the assistance of the
representatives of Wells Fargo Securities, Raymond James and Mayer Brown, then discussed the Company�s options
with respect to Cerberus� desire to obtain the Ultra consent. After discussion, the Company board determined to permit
Cerberus to send the Ultra consent to Ultra and to inform Cerberus that it had until November 14, 2018 to obtain the
Ultra consent so long as the consent letter is in a form satisfactory to the Company board and that, if Cerberus failed to
obtain the Ultra consent by November 14, 2018, the Company board would consider its options, including potentially
terminating the marketing process. The Company board also authorized Messrs. Swartwout and Hartnett to negotiate
the terms of the consent letter.
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Also on November 8, 2018, Mayer Brown sent mark-ups of the equity commitment letter and the limited guarantee to
Lowenstein Sandler.

On November 11, 2018, representatives of Mayer Brown had a conference call with representatives of Lowenstein
Sandler to negotiate terms of the merger agreement, the equity commitment letter and the limited guarantee. During
the call, Mayer Brown and Lowenstein Sandler engaged in discussions and negotiations regarding, among other
things, (i) limitation of liability and sole recourse, (ii) the scope of the restrictions on the Company�s ability to make
certain capital and operational expenditures between signing of the merger agreement and closing of the merger,
(iii) reimbursement for certain expenses under the limited guarantee in connection with enforcing the limited
guarantee and (iv) the Company�s right to specific performance to cause Parent to exercise certain of its rights under
the equity commitment letter.

On November 12, 2018, a representative of Ultra sent a mark-up of the consent letter to a representative of Cerberus.
The Ultra mark-up of the consent letter was subsequently provided to Mr. Hartnett by a representative of Cerberus,
and a revised draft of the consent letter reflecting Cerberus� proposed changes was provided to Mr. Hartnett on
November 14, 2018.

On November 15, 2018, Mayer Brown provided comments on the consent letter to Lowenstein Sandler. Later that
day, Lowenstein Sandler sent a revised draft of the consent letter to Arnold & Porter.

On November 18, 2018, Lowenstein Sandler sent mark-ups of the merger agreement, the equity commitment letter
and the limited guarantee to Mayer Brown.

On November 19, 2018, Arnold & Porter sent comments to the consent letter to Lowenstein Sandler. Later that day, a
representative of Cerberus provided the revised consent letter to Mr. Hartnett.

Later on November 19, 2018, the Company board held a meeting at the Company�s corporate headquarters at which
Mr. McCormack was present and representatives of Wells Fargo Securities, Raymond James and Mayer Brown were
present by telephone. During the meeting, Mr. Hartnett and representatives of Mayer Brown updated the Company
board on the status of discussions with Cerberus with respect to the Ultra consent and described Ultra�s proposed
changes to the consent letter. The Company board and the representatives of Mayer Brown then discussed changes to
the latest draft of the consent letter. After discussion, the Company board instructed Mr. Hartnett to begin preparing
for a possible termination of the marketing process, including the preparation of a press release announcing such
termination.

Following such meeting of the Company board, on November 19, 2018, a representative of Mayer Brown had a call
with a representative of Lowenstein Sandler to relay the Company board�s comments to the consent letter. Later that
day, Lowenstein Sandler sent a further revised draft of the consent letter to Mayer Brown. Following approval of the
revised draft by Mayer Brown, Lowenstein Sandler transmitted the revised consent letter to Arnold & Porter.

On November 20, 2018, representatives of Mayer Brown had a conference call with representatives of Lowenstein
Sandler to negotiate terms of the merger agreement. During the call, Mayer Brown and Lowenstein Sandler engaged
in discussions and negotiations regarding, among other things, (i) the scope of the Company�s representations and
warranties with respect to government contracting matters, (ii) limitation of liability and sole recourse, (iii) the scope
of the restrictions on the Company�s ability to make certain capital and operational expenditures between signing of the
merger agreement and closing of the merger, (iv) the circumstances in which an expense reimbursement would
become payable by the Company to Parent and the maximum amount of such reimbursement, (v) reimbursement for
certain expenses under the limited guarantee in connection with enforcing the limited guarantee and (vi) the
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On November 21, 2018, Wells Fargo Securities received an unsolicited indication of interest from Party I which
contained a proposal to acquire MDS for a price of $36 million, on a cash-free, debt-free basis.

Also on November 21, 2018, a representative of a potential strategic buyer contacted Wells Fargo Securities and
Mr. Hartnett by email to indicate that such strategic buyer may be interested in acquiring the Company.

On November 26, 2018, the Company board held a telephonic meeting at which representatives of Wells Fargo
Securities, Raymond James and Mayer Brown were present. During the meeting, a representative of Wells Fargo
Securities described the communications received from Party I and the potential strategic buyer on November 21,
2018 and updated the Company board on the status of discussions with Cerberus regarding the Ultra consent,
including that Cerberus had received a mark-up of the consent letter from Ultra earlier that day which Cerberus was
prepared to execute. After discussion, the Company board determined not to pursue the proposals from Party I or the
potential strategic buyer because discussions with Cerberus were in advanced stages.

On November 27, 2018, Mayer Brown sent mark-ups of the merger agreement, the equity commitment letter and the
limited guarantee to Lowenstein Sandler.

On November 27 and 28, 2018, certain members of Company management and representatives of Cerberus had calls
with certain customers of the Company.

On November 29, 2018, Cerberus and Ultra executed the consent letter. A representative of Lowenstein Sandler
provided a copy of the consent letter to Mayer Brown later that day.

Later on November 29, 2018, representatives of Mayer Brown had a conference call with representatives of
Lowenstein Sandler to negotiate terms of the merger agreement. During the call, Mayer Brown and Lowenstein
Sandler engaged in discussions and negotiations regarding, among other things, (i) the scope of the Company�s
representations and warranties with respect to government contracting matters, (ii) the scope of the restrictions on the
Company�s ability to make certain capital and operational expenditures between signing of the merger agreement and
closing of the merger and (iii) the Company�s right to specific performance to cause Parent to exercise certain of its
rights under the equity commitment letter.

Also on November 29, 2018, Lowenstein Sandler sent mark-ups of the merger agreement, the equity commitment
letter and the limited guarantee to Mayer Brown.

On November 30, 2018, the Company board held a telephonic meeting at which representatives of Wells Fargo
Securities, Raymond James and Mayer Brown were present to, among other things, consider the proposed merger with
Cerberus at a price of $18.50 per share of Company common stock. A representative of Mayer Brown reviewed with
the members of the Company board their fiduciary duties under applicable law. Representatives of Wells Fargo
Securities and Raymond James then joined the meeting. A representative of Mayer Brown then described for the
members of the Company board the business relationships with Cerberus that were disclosed by each of Wells Fargo
Securities and Raymond James to the Company board in advance of the meeting. After deliberation and consideration
of such disclosures, the Company board determined that such relationships disclosed would not likely impair the
ability of Wells Fargo Securities and Raymond James to provide objective advice and concluded that it was
appropriate for the Company board to continue to receive advice from such financial advisors. Following such
discussion, Mr. Hartnett and representatives of Wells Fargo Securities and Raymond James reviewed with the
Company board the developments in discussions with Cerberus since the last meeting of the Company board on
November 26, 2018. At the request of the Company board, representatives of Wells Fargo Securities and Raymond
James then reviewed with the Company board their respective preliminary financial analyses with respect to the
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board would consider adopting to approve the merger
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agreement. Following discussion and consideration of the proposed transaction with Cerberus, the Company board
determined to proceed with the merger, assuming satisfactory finalization of definitive transaction documentation.

On December 1, 2018, Mayer Brown sent mark-ups of the merger agreement, the equity commitment letter and the
limited guarantee to Lowenstein Sandler. In addition, Mayer Brown sent a list of proposed changes to the Company
disclosure letter to the merger agreement to Lowenstein Sandler which list included, among other things, a change to
exclude the DOJ investigation from certain of the representations and warranties of the Company in the merger
agreement (which we refer to as the �DOJ investigation carve out�). Later that day, Lowenstein Sandler informed Mayer
Brown that Cerberus was not able to accept the Company�s proposed language regarding the DOJ investigation carve
out because the DOJ notice had not been made available to Cerberus.

On December 2, 2018, representatives of Mayer Brown had a conference call with representatives of Lowenstein
Sandler to negotiate terms of the merger agreement. During the call, Mayer Brown and Lowenstein Sandler engaged
in discussions and negotiations regarding, among other things, (i) the DOJ investigation carve out, (ii) the outside date
and (iii) the scope of the restrictions on the Company�s ability to make certain capital and operational expenditures
between signing of the merger agreement and closing of the merger. Also during the call, Lowenstein Sandler
informed Mayer Brown that Cerberus would require additional due diligence regarding the DOJ investigation before
agreeing to any form of DOJ investigation carve out.

Also on December 2, 2018, the Company board held a telephonic meeting at which representatives of Wells Fargo
Securities, Raymond James and Mayer Brown were present. During the meeting, Mr. Hartnett and the representatives
of Mayer Brown and Wells Fargo Securities updated the Company board on the status of finalization of the
transaction documents and discussions with Cerberus, including the DOJ investigation carve out.

Later on December 2, 2018, Lowenstein Sandler sent mark-ups of certain terms of the merger agreement to Mayer
Brown.

In addition, on December 2, 2018, a representative of Cerberus delivered to Wells Fargo Securities a letter detailing
the sources of Cerberus� funding for the merger. Later that day, Cerberus and the Company entered into a
non-disclosure agreement covering information and materials, including an audit of CIP VI, to be disclosed by
Cerberus to the Company in order for the Company to verify Cerberus� source of funds for the merger and Cerberus
provided such information and materials to the Company.

On December 3, 2018, representatives of Mayer Brown had a conference call with representatives of Lowenstein
Sandler to discuss certain due diligence matters with respect to the DOJ investigation.

On December 4, 2018, representatives of Cerberus and Lowenstein Sandler had a telephonic meeting with the
Department of Justice regarding the DOJ investigation.

On December 5, 2018, representatives of Mayer Brown had a conference call with representatives of Lowenstein
Sandler to negotiate terms of the merger agreement, the equity commitment letter and the limited guarantee. During
the call, Mayer Brown and Lowenstein Sandler engaged in discussions and negotiations regarding, among other
things, (i) the DOJ investigation carve out, (ii) the outside date, (iii) the scope of the restrictions on the Company�s
ability to make certain capital and operational expenditures between signing of the merger agreement and closing of
the merger and (iv) the maximum amount of certain expenses reimbursable to the Company under the limited
guarantee.
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agreement, the equity commitment letter and the limited guarantee.
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On December 11, 2018, the Company board held a telephonic meeting at which representatives of Wells Fargo
Securities, Raymond James and Mayer Brown were present to, among other things, consider the proposed merger with
Cerberus. A representative of Mayer Brown reviewed with the Company board the resolution of the issues in the
merger agreement that had been unresolved as of the time of the meeting of the Company board on December 2, 2018.
At the request of the Company board, representatives of Wells Fargo Securities reviewed with the Company board
Wells Fargo Securities� financial analyses with respect to the Company and the proposed merger. Thereafter, at the
request of the Company board, Wells Fargo Securities rendered its oral opinion to the Company board (which was
subsequently confirmed in writing by delivery of Wells Fargo Securities� written opinion dated December 11, 2018) to
the effect that, as of December 11, 2018, and based upon and subject to certain assumptions, qualifications, limitations
and other matters considered in connection with the preparation of the opinion, the merger consideration to be
received by the holders of shares of the Company common stock in the merger pursuant to the merger agreement was
fair, from a financial point of view, to such holders. At the request of the Company board, representatives of Raymond
James confirmed the methodologies they had presented to the Company board at its meeting on November 30, 2018
and provided an updated financial analysis using such methodologies and reflecting market conditions as of the close
of market on December 10, 2018. Thereafter, at the request of the Company board, Raymond James rendered its oral
opinion to the Company board (which was subsequently confirmed in writing by delivery of Raymond James� written
opinion dated December 11, 2018) that based upon and subject to the factors, limitations and assumptions set forth
therein, as of December 11, 2018, the merger consideration to be paid to the holders of shares of the Company
common stock pursuant to the merger agreement was fair, from a financial point of view, to such holders. The
Company board then unanimously (i) determined that the merger agreement and the transactions contemplated by the
merger agreement, including the merger, are fair to the Company shareholders and are in the best interests of the
Company and the Company shareholders, (ii) declared advisable and approved the merger agreement and the
execution, delivery and performance of the merger agreement and the transactions contemplated by the merger
agreement, including the merger, (iii) directed that a proposal for the adoption of the merger agreement be submitted
to the Company shareholders for consideration at the special meeting and (iv) resolved to recommend that the
Company shareholders adopt the merger agreement.

Late in the evening on December 11, 2018, the Company, Parent and Merger Sub executed the merger agreement.

Prior to the opening of trading on the NYSE on December 12, 2018, the Company issued a press release announcing
entry into the merger agreement.

Recommendation of the Company Board of Directors; Reasons for the Merger

Recommendation of the Company Board of Directors

The Company board recommends that you vote �FOR� the merger proposal.

Reasons for the Merger

Following the termination of the Ultra merger agreement on March 4, 2018, the Company board held 25 meetings and
the process committee held 7 meetings at which the potential acquisition of the Company was discussed. The
Company�s outside legal advisor, Mayer Brown, participated in portions of all of these meetings, and the Company�s
financial advisors, Wells Fargo Securities and Raymond James, participated in portions of certain of these meetings.

At a meeting held on December 11, 2018, the Company board unanimously (i) determined that the merger agreement
and the transactions contemplated by the merger agreement, including the merger, are fair to the Company
shareholders and are in the best interests of the Company and the Company shareholders, (ii) declared advisable and
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agreement and the transactions contemplated by the merger agreement, including the merger, (iii) directed that a
proposal for the adoption of the merger agreement be submitted to the Company shareholders for consideration at the
special meeting and (iv) recommended that the Company shareholders adopt the merger agreement.

In reaching its decision to unanimously approve and recommend the adoption of the merger agreement and to
recommend that the Company shareholders approve the merger proposal, the Company board consulted with
Company management, as well as its legal and financial advisors, and considered numerous factors, including, but not
limited to, the following material factors (not in any relative order of importance):

� Management�s and the Company board�s understanding of the business, operations, financial condition,
financing needs, earnings, growth plans, strategy and prospects of the Company, as well as the Company�s
historical and projected financial performance, including the fact that, in order to comply with the desire of
the Navy that each of the Company and Ultra enhance its ability to independently develop, produce and sell
sonobuoys and over time work toward full and open competition for production sonobuoy contracts, the
Company would need to materially increase its internally funded research and development expenses and
related expenditures in order to meet such expectations;

� That the Navy�s most recent solicitation for the AN/SSQ-125A production sonobuoy for government fiscal
years (which we refer to as �GFY�) 19-23 was subject to a competitive bid process and would not be awarded
to the ERAPSCO JV pursuant to a sole source indefinite delivery, indefinite quantity (which we refer to as
�IDIQ�) contract as the Navy has customarily done in the past with respect to the Company�s other sonobuoy
products;

� That the Navy has decided to limit its award of a sole source contract for the AN/SSQ-36B, AN/SSQ-53G,
AN/SSQ-62F, and AN/SSQ-101B sonobuoys to the ERAPSCO JV to a three year IDIQ contract for
GFY19-21 (with one base year and two option years), in lieu of a customary five year IDIQ contract, in
order to allow the Navy to begin a competitive bidding processes with respect to such sonobuoys as soon as
GFY22;

� That the Navy has indicated that it intends to take steps to increase the number of and competition among
sonobuoy suppliers;

� The Company board�s consideration of the current state of the economy, debt and equity financing markets
and uncertainty surrounding forecasted economic conditions both in the near term and the long term, and
both generally and within the Company�s industry in particular;

� That the $18.50 per share merger consideration represented a premium of:

� 41% over the closing price of Company common stock on the NYSE on December 11, 2018, the last
full trading day before the public announcement of the merger agreement;
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� 32.3% over the 30-day volume weighted average price of Company common stock on the NYSE as of
December 11, 2018; and

� 36.2% over the 60-day volume weighted average price of Company common stock on the NYSE as of
December 11, 2018;

� The historic trading ranges of the Company�s common stock and the potential trading range of the Company�s
common stock absent announcement of the merger agreement and the cessation of its previously announced
sale process;

� The fact that the Company board was well-informed about the Company�s strategic alternatives on account of
the thorough review of the Company�s strategic plan and strategic alternatives conducted by the Company�s
management;

� The fact that, following the termination of the Ultra merger agreement, the Company had engaged in
preliminary discussions with a number of parties other than Cerberus, none of which resulted in a
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proposal the Company board deemed as attractive as Cerberus�s proposal from a value or likelihood of
consummation perspective;

� The fact that, following the termination of the Ultra merger agreement, the Company board had conducted
the marketing process and had, after taking into account the results of the marketing process and the
preliminary discussions with other parties arising from the marketing process and the advice of the
Company�s management and the Company�s financial advisors, Wells Fargo Securities and Raymond James,
concluded that the acquisition of the Company by an affiliate of Cerberus provided the most likely path to
creating the greatest value for the Company shareholders;

� The Company board�s belief that the all-cash merger consideration will allow the Company shareholders to
realize in the near term a fair value, in cash, for their shares, while avoiding medium and long-term market
and business risks and the risks associated with seeking to realize current expectations for the Company�s
future financial performance;

� The Company board�s belief that, in light of the Company�s financial condition and future prospects, the
merger consideration compensates the Company shareholders not only for the value of the Company�s
current business and results but also for the future growth in earnings and cash flows, even assuming
realization of the financial forecasts prepared by the Company management and the successful execution of
the Company�s growth plans;

� The financial analyses reviewed and discussed with the Company board by representatives of Wells Fargo
Securities as well as the oral opinion of Wells Fargo Securities rendered to the Company board on
December 11, 2018 (which was subsequently confirmed in writing by delivery of Wells Fargo Securities�
written opinion dated the same date) that, based upon and subject to the procedures followed, qualifications,
assumptions and other matters considered in connection with the preparation of its opinion, as of
December 11, 2018, the merger consideration to be received by Company shareholders in the merger
pursuant to the merger agreement was fair, from a financial point of view, to Company shareholders;

� The oral opinion of Raymond James rendered to the Company board on December 11, 2018 (which was
subsequently confirmed in writing by delivery of Raymond James� written opinion dated the same date), that,
based upon and subject to the factors, limitations and assumptions set forth therein, as of the date of such
opinion, the merger consideration to be received by the Company shareholders pursuant to the merger
agreement was fair, from a financial point of view, to Company shareholders, including the various analyses
undertaken by Raymond James in connection with its opinion, certain of which are described below under
��Opinion of Raymond James & Associates, Inc.� beginning on page 89 of this proxy statement;

� The terms and conditions of the merger agreement, including, among other things, the representations,
warranties, covenants and agreements of the parties, the conditions to closing of the merger, the form and
structure of the merger consideration and the termination rights of the parties;
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� The belief of the Company board, after negotiations with Cerberus, that the merger consideration provided
for in the merger agreement represented the highest consideration reasonably attainable;

� That, while the merger agreement contains a covenant prohibiting the Company from soliciting third-party
acquisition proposals, the merger agreement permits the Company, prior to the time that the Company
shareholders adopt the merger agreement, to discuss and negotiate, under specified circumstances, an
unsolicited acquisition proposal should one be made and, if the Company board determines in good faith,
after consultation with its legal and financial advisors, that the unsolicited acquisition proposal constitutes a
superior proposal within the meaning of the merger agreement, the Company board is permitted, after taking
certain steps, to change or withdraw its recommendation of the merger agreement in response to a superior
proposal or terminate the merger agreement in order to enter into a definitive agreement for that superior
proposal, subject to payment of a termination fee of $7,500,000 to Cerberus;
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� That the standstill provisions contained in the non-disclosure agreements that the Company entered into with
parties interested in potentially acquiring the Company (i) automatically terminate (other than such parties�
restriction from acquiring the Company�s securities) if the Company enters into a definitive agreement with
respect to (or the Company board has recommended that Company shareholders accept or approve) a
transaction involving the acquisition of all or a majority of the Company�s outstanding equity securities or all
or substantially all of the Company�s assets and (ii) permit such parties to make one or more confidential
proposals to the Company board for a strategic transaction involving the Company;

� That the merger agreement allows the Company board, prior to the time that the Company shareholders
adopt the merger agreement, to change or withdraw its recommendation of the merger agreement in response
to a material event, circumstance, change, effect, development or condition that was not known to the
Company board when the merger agreement was entered into (or if known, the consequences of which were
not known to the Company board when the merger agreement was entered into), if the Company board
determines in good faith, after consultation with its financial advisors and outside legal counsel, that the
failure to change or withdraw its recommendation would be inconsistent with the Company board�s fiduciary
duties under applicable law;

� That Parent is obligated to pay the Company a reverse termination fee of $9,250,000 to be paid by Parent
under the circumstances specified in the merger agreement (see the section entitled �The Merger
Agreement�Termination Fees� beginning on page 148 of this proxy statement);

� The likelihood that the merger would be completed based on, among other things (not in any relative order
of importance):

� the fact that there is no financing or due diligence condition to the completion of the merger in the
merger agreement;

� more generally, the fact that the conditions to the closing of the merger are specific and limited in
scope;

� the business reputation and capabilities of Cerberus, and the Company board�s assessment that
Cerberus is willing to devote the resources necessary to close the merger in an expeditious manner;

� CIP VI�s financial condition and the discussions relating thereto among the Company board,
management and the Company�s financial advisors, the Company�s and its legal advisors� review of the
equity commitment letter, and Parent�s and Merger Sub�s representations in the merger agreement that
the amount of the equity financing, when funded pursuant to the equity commitment letter, will be
sufficient to satisfy all of Parent�s, Merger Sub�s and the surviving corporation�s obligations under the
merger agreement (including payment of the aggregate merger consideration and payment of all
amounts payable to holders of Company equity awards pursuant to the merger agreement), to repay or
refinance the indebtedness of the Company and its subsidiaries required in connection with the
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transactions contemplated by the merger agreement, and to pay all fees and expenses of Parent, Merger
Sub and the surviving corporation in connection with the merger and the transactions contemplated by
the merger agreement;

� the Company�s ability to seek specific performance to prevent breaches of the merger agreement by
Parent and Merger Sub and to enforce specifically the terms of the merger agreement;

� the Company�s ability to seek specific performance to cause Parent to enforce its right to cause the
equity financing to be funded pursuant to the terms of the equity commitment letter; and

� the exclusions from the definition of �material adverse effect� set forth in the merger agreement;
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� The terms and conditions of (a) the equity commitment letter entered into by CIP VI and Parent and (b) the
limited guarantee entered into by CIP VI and the Company, which provide that, among other things (not in
any relative order of importance):

� under the terms of the equity commitment letter, CIP VI has committed to purchase securities of Parent
for $280 million in cash at or prior to the closing of the transactions contemplated by the merger
agreement and, subject to the terms of the equity commitment letter, the Company is a third party
beneficiary under the equity commitment letter for the purpose of enforcing Parent�s right to cause the
commitment thereunder to be funded; and

� CIP VI has guaranteed the payment of certain monetary obligations of Parent owed to the Company
under the merger agreement;

� The dissenters� rights of the Company shareholders to demand �fair cash value� of their shares pursuant to
Sections 1701.84 and 1701.85 of the OGCL if they comply in all respects with Section 1701.85 of the
OGCL and the absence of any closing conditions related to the exercise of dissenters� rights; and

� The fact that the merger and the merger agreement are subject to approval by holders of two-thirds of the
outstanding shares of the Company common stock.

The Company board also considered a variety of potentially negative factors in its deliberations concerning the merger
agreement and the merger, including the following (not in any relative order of importance):

� The risk that the merger will be delayed or will not be completed, including the risk that the required
regulatory approvals may not be obtained, as well as the potential loss of value to the Company shareholders
and the potential negative impact on the financial position, operations and prospects of the Company if the
merger is delayed or is not completed for any reason;

� That the Company shareholders will have no ongoing equity participation in the Company or any equity
participation in Cerberus, CIP VI or Parent following the merger and that the Company shareholders will
cease to participate in the Company�s future earnings or growth, if any, and will not benefit from increases, if
any, in the value of the Company common stock in the future;

� The risk of incurring substantial expenses related to the merger, including in connection with the pursuit of
regulatory approvals, including in the event that the merger is not ultimately consummated;

� The significant costs involved in connection with negotiating the merger agreement and
completing the merger, the substantial management time and effort required to effectuate the
merger and the potential disruptions to the Company�s day-to-day operations during the pendency
of the merger;
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� The risk, if the merger is not consummated, that the pendency of the merger could affect adversely the
relationship of the Company and its subsidiaries with their respective regulators, customers, employees,
suppliers, agents and others with whom they have business dealings;

� The restrictions in the merger agreement on the conduct of the Company�s business prior to the completion of
the merger, which could delay or prevent the Company from undertaking business opportunities that may
arise or other action it would otherwise take with respect to the operations of the business absent the
pendency of the merger;

� That the receipt of cash in exchange for shares of the Company common stock pursuant to the merger will be
a taxable transaction for U.S. federal income tax purposes;

� That the Company�s executive officers and directors may have interests in the merger that are different from,
or in addition to, the interests of the Company shareholders, including the accelerated vesting of stock-based
awards held by executive officers and directors, the payment of cash severance to certain executives of the
Company if a termination of employment were to occur under specified circumstances in connection with
the merger, and the interests of the Company�s directors and officers
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in indemnification by Parent and the surviving corporation and insurance coverage from the surviving
corporation under the terms of the merger agreement (see the section entitled ��Interests of the Company�s
Executive Officers and Directors in the Merger� beginning on page 107 of this proxy statement);

� That the termination fee of $7,500,000 to be paid by the Company to Parent under the circumstances
specified in the merger agreement, which, while as a percentage of the equity value of the transaction is
within a customary range for similar transactions, may discourage other parties that might otherwise have an
interest in a business combination with, or an acquisition of, the Company, or may reduce the price offered
by those other parties in a competing bid (see the section entitled �The Merger Agreement�Termination Fees�
beginning on page 148 of this proxy statement);

� That the Company will be obligated to pay the out-of-pocket transaction expenses of Parent, Merger Sub and
their affiliates, up to a maximum amount of $4,750,000 if the merger agreement is terminated under the
circumstances specified in the merger agreement (see the section entitled �The Merger Agreement�Expenses�
beginning on page 143 of this proxy statement); and

� That the right afforded to Parent under the merger agreement to match acquisition proposals that the
Company board determines in good faith are superior proposals may discourage other parties that might
otherwise have an interest in a business combination with, or an acquisition of, the Company.

The foregoing discussion of the information and factors considered by the Company board is not intended to be
exhaustive, but includes the material factors considered by the Company board. In view of the variety of factors
considered in connection with its evaluation of the merger, the Company board did not find it practicable to, and did
not, quantify or otherwise assign relative weights to the specific factors considered in reaching its determination and
recommendation. In addition, individual directors may have given different weights to different factors. The Company
board did not undertake to make any specific determination as to whether any factor, or any particular aspect of any
factor, supported or did not support its ultimate determination.

The Company board based its recommendation on the totality of the information presented.

Portions of this explanation of the reasons for the merger and other information presented in this section are
forward-looking in nature and, therefore, should be read in light of the section entitled �Cautionary Statement
Regarding Forward-Looking Statements.�

Unaudited Prospective Financial Information

The Company does not as a matter of course make public projections as to future performance, revenues,
earnings or other financial results due to, among other reasons, the inherent uncertainty and unpredictability
of the underlying assumptions and estimates. However, the Company is including in this proxy statement a
summary of certain unaudited prospective financial information that was provided to the Company board for
use in connection with its evaluation of the proposed merger and to the Company financial advisors, who were
authorized to rely upon such projections, including for Wells Fargo Securities� and Raymond James� use in
providing financial advice to the Company board. The inclusion of this information should not be regarded as
an indication that any of the Company, Cerberus, Parent, Merger Sub, Wells Fargo Securities, Raymond
James, their respective representatives or any other recipient of this information considered, or now considers,
it necessarily to be predictive of actual future results (which may be significantly more or less favorable), or
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that it should be construed as financial guidance, and it should not be relied on as such. None of the Company,
Cerberus, Parent, Merger Sub, Wells Fargo Securities, Raymond James or any other person assumes
responsibility if future results are materially different from those discussed in this proxy statement. In addition,
analyses relating to the value of the Company�s business do not purport to be appraisals or reflect the prices at
which the Company�s business may actually be sold. Company management directed Wells Fargo Securities
and Raymond James to use the unaudited prospective financial information with respect to the Company that
was provided by Company management in connection with the preparation of the financial analyses Wells
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Fargo Securities and Raymond James reviewed and discussed with the Company board at its meeting on
December 11, 2018 and the preparation of Wells Fargo Securities� and Raymond James� opinions to the
Company board rendered at that meeting.

While presented with numeric specificity, the unaudited prospective financial information reflects numerous estimates
and assumptions made with respect to business, economic, market, competition, regulatory and financial conditions
and matters specific to the Company�s business, all of which are difficult to predict and many of which are beyond the
Company�s control. The unaudited prospective financial information reflects both assumptions as to certain business
decisions that are subject to change and, in many respects, subjective judgment, and thus is susceptible to multiple
interpretations and periodic revisions based on actual experience and business developments. The Company can give
no assurance that the unaudited prospective financial information and the underlying estimates and assumptions will
be realized. In addition, since the unaudited prospective financial information covers multiple years, such information
by its nature becomes less predictive with each successive year. Furthermore, the unaudited prospective financial
information should not be construed as commentary by Company management as to how Company management
expects the Company�s actual results to compare to Wall Street research analysts� estimates, as to which the Company
expresses no view.

Actual results may differ materially from those set forth below, and important factors that may affect actual results
and cause the unaudited prospective financial information to be inaccurate include, but are not limited to, risks and
uncertainties relating to the Company�s business, industry performance, general business and economic conditions,
customer requirements, competition and adverse changes in applicable laws, regulations or rules. For other factors that
could cause actual results to differ, please see the section entitled �Cautionary Statement Concerning Forward-Looking
Statements� in this proxy statement and the sections entitled �Risk Factors� and �Management�s Discussion and Analysis
of Financial Condition and Results of Operations� in the Company�s 2018 Annual Report, its Quarterly Report on Form
10-Q for the quarter ended September 30, 2018 and the other reports filed by the Company with the SEC.

The unaudited prospective financial information does not take into account any circumstances or events occurring
after the date it was prepared. The Company can give no assurance that, had the unaudited prospective financial
information been prepared as of the date of this proxy statement, similar estimates and assumptions would be used.
The Company does not intend to, and disclaims any obligation to, make publicly available any update or other
revision to the unaudited prospective financial information to reflect circumstances existing since its
preparation or to reflect the occurrence of unanticipated events, even in the event that any or all of the
assumptions underlying the unaudited prospective financial information are shown to be in error, or to reflect
changes in general economic or industry conditions. The unaudited prospective financial information does not take
into account the possible financial and other effects on the Company of the merger and does not attempt to predict or
suggest future results of the combined company. The unaudited prospective financial information does not give effect
to the merger, including the impact of negotiating or executing the merger agreement, the expenses that may be
incurred in connection with consummating the merger, the potential synergies that may be achieved by the combined
company as a result of the merger or the effect of any business or strategic decisions or actions which would likely
have been taken if the merger agreement had not been executed, but which were instead altered, accelerated,
postponed or not taken in anticipation of the merger. Further, the unaudited prospective financial information does not
take into account the effect on the Company of any possible failure of the merger to occur. None of the Company,
Wells Fargo Securities, Raymond James or their respective affiliates, officers, directors, advisors or other
representatives has made, makes or is authorized in the future to make any representation to any Company shareholder
or other person regarding the Company�s ultimate performance compared to the information contained in the unaudited
prospective financial information or that the forecasted results will be achieved. The summary of the unaudited
prospective financial information included below is being provided solely because it was made available to the
Company board, Cerberus, Parent, and Wells Fargo Securities and Raymond James, financial advisors to the
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The Company board, Cerberus, Parent, Wells Fargo Securities and Raymond James were provided with unaudited
prospective financial information with respect to the Company prepared by Company management for the fiscal years
2019 through 2023, and calendar years 2018 (�CY 2018E�) and 2019 (�CY 2019P�). The following table summarizes
selected unaudited prospective financial data for the fiscal years 2019 through 2023, and CY 2018 and CY 2019,
prepared based on historical data available to the Company as of September 30, 2018, for each of MDS, ECP,
corporate, and on a consolidated basis.

FY

2019E (1)

FY

2020P

FY

2021P

FY

2022P

FY

2023P
CY

2018E (2)

CY

2019P
(in thousands, except per share data)

EBITDA (3)
MDS Segment $ 10,761 $ 10,943 $ 11,598 $ 12,292 $ 13,024 $ 8,357 $ 11,232   
ECP Segment 26,880 27,550 26,511 30,441 33,393 28,796 25,593   
Corporate (10,252) (11,150) (11,217) (11,269) (11,345) (13,753) (10,778)  
Consolidated 27,389 27,343 26,892 31,464 35,072 23,400 26,047   

Adjusted EBITDA (4)
MDS Segment 10,761 10,943 11,598 12,292 13,024 9,346 11,232   
ECP Segment 26,880 27,550 26,511 30,441 33,393 28,796 25,593   
Corporate (9,380) (10,878) (10,945) (10,997) (11,073) (7,800) (10,506)  
Consolidated 28,261 27,615 27,164 31,736 35,344 30,342 26,319   

Management EBITDA (5)
MDS Segment 10,761 10,943 11,598 12,292 13,024 9,346 11,232   
ECP Segment 26,880 27,550 26,511 30,441 33,393 28,796 25,593   
Corporate (9,571) (11,150) (11,217) (11,269) (11,345) (7,344) (10,778)  
Consolidated 28,070 27,343 26,892 31,464 35,072 30,798 26,047   

Unlevered, after-tax free
cash flow (6) 15,020 10,919 12,396 20,235 16,550 � �   

Adjusted diluted earnings
per share (7) 0.66 0.85 0.91 1.40 1.81 � �   

(1) Represents the projected results for the fiscal year ended June 30, 2019 consisting of actual results for the first
quarter ended September 30, 2018 and projected results for the last three quarters ending June 30, 2019.

(2) Represents the projected results for the calendar year ended December 30, 2018 consisting of actual results for the
first three quarters ended September 30, 2018 and projected results for the quarter ended December 30, 2018.

(3) EBITDA consists of earnings before deduction of interest, income taxes, depreciation and amortization.
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(4) EBITDA to Adjusted EBITDA is reconciled as follows:

FY 2019E FY 2020P FY 2021P FY 2022P FY 2023P CY 2018E CY 2019P
MDS Segment $ � $ � $ � $ � $ � $ 989 (a) $ �
ECP Segment � � � � � � �
Corporate 872 (b) 272 (c) 276 (c) 272 (c) 272 (c) 5,953 (d) 272 (c) 
Consolidated 872 272 276 272 272 6,942 272

(a) Consists of actual operating costs incurred during the three quarters ended September 30, 2018 that are
non-recurring.

(b) Consists of non-recurring costs of $681 and $191 of stock-based compensation expense.

(c) Consists of stock-based compensation.

(d) Consists of non-recurring expenses of $6,404 and stock-based compensation expense (income) of $(451).
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(5) Adjusted EBITDA to Management EBITDA removes the adjustment for stock-based compensation discussed in
footnote (4) above and also removes $5 from CY 2018E related to interest income.

(6) Unlevered, after-tax free cash flow as follows:

2019E 2020P 2021P 2022P 2023P
Management EBITDA $ 28,070 $ 27,343 $ 26,892 $ 31,464 $ 35,072
One-time restructuring implementation cost 681 � � � �
Income taxes 3,167 3,585 3,666 4,782 5,692
Capital expenditures 5,634 6,731 7,081 7,123 7,239
(Increase)/Decrease changes in working
capital 3,568 6,108 3,749 (676) 5,591
Unlevered, after-tax free cash flow 15,020 10,919 12,396 20,235 16,550

(7) For purposes of adjusted diluted earnings per share, adjusted earnings consists of after-tax net income (including
forecasted, tax-effected management restructuring adjustments), plus one-time and non-recurring items, treating
stock-based compensation as a cash expense. Adjusted net income and diluted shares outstanding as follows:

2019E 2020P 2021P 2022P 2023P
Adjusted Net Income $ 6,532 $ 8,383 $ 9,047 $ 13,903 $ 17,886
Diluted Shares Outstanding 9,909 9,909 9,909 9,909 9,909

The unaudited prospective financial information was not prepared with a view toward public disclosure, nor was it
prepared with a view toward compliance with accounting principles generally accepted in the United States of
America, published guidelines of the SEC or the guidelines established by the American Institute of Certified Public
Accountants for preparation and presentation of prospective financial information. Neither the Company�s independent
registered public accounting firm, nor any other independent accountants, have compiled, examined or performed any
procedures with respect to the unaudited prospective financial information contained herein, nor have they expressed
any opinion or any other form of assurance on such information or its achievability. The independent registered public
accountant reports incorporated by reference into this proxy statement relate to the Company�s historical financial
information. They do not extend to the unaudited prospective financial information and should not be read to do so.

In light of the foregoing, and considering that the special meeting will be held after the unaudited prospective financial
information was prepared, as well as the uncertainties inherent in any forecasted information, Company shareholders
are cautioned not to place unwarranted reliance on such information, and the Company urges all Company
shareholders to review the Company�s most recent SEC filings for a description of the Company�s reported financial
results. See �Where You Can Find More Information.�

Opinion of Raymond James & Associates, Inc.

The Company retained Raymond James as financial advisor on November 18, 2016. Pursuant to that engagement, the
Company board requested that Raymond James evaluate the fairness, from a financial point of view, to the Company�s
shareholders of the merger consideration to be received by such shareholders pursuant to the merger agreement.
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At the December 11, 2018 meeting of the Company�s board, representatives of Raymond James rendered its oral
opinion to the Company board (which was subsequently confirmed in writing by delivery of Raymond James� written
opinion dated the same date), that, as of the date of such opinion, the merger consideration to be received by Company
shareholders in the merger pursuant to the merger agreement was fair, from a financial point of view, to Company
shareholders based upon market, economic, financial and other circumstances and conditions existing and disclosed to
Raymond James as of December 10, 2018 and based upon and subject to the qualifications, assumptions and other
matters considered in connection with the preparation of its opinion.

The full text of the written opinion of Raymond James is attached as Annex B-1 to this proxy statement. The
summary of the opinion of Raymond James set forth in this proxy statement is qualified in its entirety by reference to
the full text of such written opinion. Company shareholders are urged to read this opinion in its entirety.
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Raymond James provided its opinion for the information of the Company board (solely in its capacity as such) in
connection with, and for purposes of, its consideration of the merger and its opinion only addresses whether the
merger consideration to be received by Company shareholders in the merger pursuant to the merger agreement was
fair, from a financial point of view, to such shareholders. The opinion of Raymond James does not address any other
term or aspect of the merger agreement or the merger contemplated thereby. The Raymond James opinion does not
constitute a recommendation to the Company board or to any Company shareholder as to how the Company board,
such Company shareholder or any other person should vote or otherwise act with respect to the merger or any other
matter.

In connection with its review of the proposed merger and the preparation of its opinion, Raymond James, among other
things:

� reviewed the financial terms and conditions as stated in the draft of the merger agreement, dated as of
December 11, 2018 (which we refer to as the �draft agreement�);

� reviewed the Company�s audited and unaudited financial statements;

� reviewed certain information related to the historical, current and future operations, financial condition and
prospects of the Company made available to Raymond James by the Company, including, but not limited to,
financial projections prepared by the management of the Company relating to the Company for each
quarterly period from September 30, 2018 through June 30, 2023, as approved for Raymond James� use by
the Company (which we refer to in this opinion summary as the �Projections�);

� reviewed the Company�s recent public filings and certain other publicly available information regarding the
Company;

� reviewed financial, operating and other information regarding the Company and the industry in which it
operates;

� reviewed the financial and operating performance of the Company and those of other selected public
companies that Raymond James deemed to be relevant;

� considered the publicly available financial terms, and other terms available to Raymond James on a
confidential basis, of certain transactions Raymond James deemed to be relevant;

� reviewed the current and historical market prices for the Company common stock, and the current market
prices of the publicly traded securities of certain other companies that Raymond James deemed to be
relevant;
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� conducted such other financial studies, analyses and inquiries and considered such other information and
factors as Raymond James deemed appropriate;

� reviewed a certificate addressed to Raymond James from a member of senior management of the Company
regarding, among other things, the accuracy of the information, data and other materials (financial or
otherwise) provided to, or discussed with, Raymond James by or on behalf of the Company; and

� discussed with members of the senior management of the Company certain information relating to the
aforementioned and any other matters which Raymond James deemed relevant to its inquiry.

With the Company�s consent, Raymond James assumed and relied upon the accuracy and completeness of all
information supplied by or on behalf of the Company, or otherwise reviewed by or discussed with Raymond James,
and Raymond James did not undertake any duty or responsibility to, nor did Raymond James, independently verify
any of such information. Raymond James did not make or obtain an independent appraisal of the assets or liabilities
(contingent or otherwise) of the Company. With respect to the Projections and any other information and data
provided by the Company to or otherwise reviewed by or discussed between Raymond James and the Company,
Raymond James, with the Company�s consent, assumed that the Projections
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and such other information and data were reasonably prepared in good faith on bases reflecting the best currently
available estimates and judgments of management of the Company and Raymond James relied upon the Company to
advise Raymond James promptly if any information previously provided by the Company became inaccurate or was
required to be updated during the period of Raymond James�s review. Raymond James expressed no opinion with
respect to the Projections or the assumptions on which they were based. Raymond James assumed that the final form
of the merger agreement would be substantially similar to the draft agreement reviewed by Raymond James, and that
the merger would be consummated in accordance with the terms of the merger agreement without waiver or
amendment of any conditions thereto. Furthermore, Raymond James assumed, in all respects material to its analysis,
that the representations and warranties of each party contained in the merger agreement were true and correct and that
each party will perform all of the covenants and agreements required to be performed by it under the merger
agreement without being waived. Raymond James also relied upon and assumed, without independent verification,
that (i) the merger would be consummated in a manner that complies in all respects with all applicable international,
federal and state statutes, rules and regulations, and (ii) all governmental, regulatory, and other consents and approvals
necessary for the consummation of the merger would be obtained and that no delay, limitations, restrictions or
conditions would be imposed or amendments, modifications or waivers made that would have an effect on the merger
or the Company that would be material to its analysis or opinion.

Raymond James expressed no opinion as to the underlying business decision to effect the merger, the structure or tax
consequences of the merger, or the availability or advisability of any alternatives to the merger. The Raymond James
opinion is limited to the fairness, from a financial point of view, of the merger consideration to be received by the
Company shareholders. Raymond James expressed no opinion with respect to any other reasons (legal, business, or
otherwise) that may support the decision of the Company board to approve or consummate the merger. Furthermore,
no opinion, counsel or interpretation was intended by Raymond James on matters that require legal, accounting or tax
advice. Raymond James assumed that such opinions, counsel or interpretations had been or would be obtained from
appropriate professional sources. Furthermore, Raymond James relied, with the consent of the Company, on the fact
that the Company was assisted by legal, accounting and tax advisors, and, with the consent of the Company relied
upon and assumed the accuracy and completeness of the assessments by the Company and its advisors, as to all legal,
accounting and tax matters with respect to the Company and the merger.

In formulating its opinion, Raymond James considered only the merger consideration to be received by the Company
shareholders, and Raymond James did not consider, and its opinion did not address, the fairness of the amount or
nature of any compensation to be paid or payable to any of the officers, directors or employees of the Company, or
such class of persons, in connection with the merger whether relative to the merger consideration or otherwise.
Raymond James was not requested to opine as to, and its opinion did not express an opinion as to or otherwise
address, among other things: (1) the fairness of the merger to the holders of any class of securities, creditors or other
constituencies of the Company, or to any other party, except and only to the extent expressly set forth in the last
sentence of its opinion or (2) the fairness of the merger to any one class or group of the Company�s or any other party�s
security holders or other constituents vis-à-vis any other class or group of the Company�s or such other party�s security
holders or other constituents (including, without limitation, the allocation of any consideration to be received in the
merger amongst or within such classes or groups of security holders or other constituents). Raymond James expressed
no opinion as to the impact of the merger on the solvency or viability of the Company or the ability of the Company to
pay its obligations when they come due.

Material Financial Analyses

The following summarizes the material financial analyses reviewed by Raymond James with the Company board at its
meeting on December 11, 2018, which material was considered by Raymond James in rendering its opinion. No
company or transaction used in the analyses described below is identical or directly comparable to the Company or the
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Selected Companies Analysis. Raymond James analyzed the relative valuation multiples of fifteen publicly-traded
companies, consisting of eight Electronic Manufacturing Services (�EMS�) companies and seven Defense Electronics
(�DE�) companies, that it deemed relevant, including:

Electronic Manufacturing Services:

  Enterprise Value / EBITDA (1)  
Company Name CY2018E CY2019P
Benchmark Electronics, Inc. N/A N/A
Celestica Inc. 4.6x 4.1x
Ducommun Inc. N/M N/M
Flex Ltd. 4.7x 4.5x
Jabil Inc. 3.4x 3.1x
Plexus Corp. 9.2x 8.0x
Sanmina Corp. 6.0x 5.5x
TTM Technologies, Inc. 5.7x 5.3x

(1) Items noted as �N/A� are not publicly available / determinable. Items noted as �N/M� are considered not meaningful to
the analysis if the multiple falls outside of one and a half (1.5) standard deviations from the mean.

Defense Electronics:

  Enterprise Value / EBITDA (1)  
Company Name CY2018E CY2019P
Cobham plc 9.4x 8.7x
Comtech Telecommunications Corp. 8.7x 9.5x
Cubic Corp. 15.4x 11.4x
Kratos Defense & Security Solutions, Inc. N/M N/M
Mercury Systems, Inc. 20.2x 17.5x
Teledyne Technologies Inc. 15.6x 14.6x
Ultra Electronics Holdings plc 8.8x 8.1x

(1) Items noted as �N/M� are considered not meaningful to the analysis if the multiple falls outside of one and a half
(1.5) standard deviations from the mean.

The two independent data sets were compiled and applied to each operating segment of the Company. The EMS data
set of companies was compiled for the MDS business, while the DE data set of companies was compiled for the ECP
business. The EBITDA multiples derived from each data set were weighted based on each segment�s respective
percentage contribution to its corresponding period�s Management EBITDA and applied to the total Management
EBITDA for the respective period to reach a weighted conclusion. For the calendar year ending December 31, 2018,
75.5% was weighted to the ECP business and 24.5% was weighted to the MDS business. For the calendar year ending
December 31, 2019, 69.5% was weighted to the ECP business and 30.5% was weighted to the MDS business. Given
Raymond James� understanding of the Company�s business and the relative significance of the two operating
businesses, in Raymond James� professional judgment, weighting the respective businesses in this manner was an
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appropriate and reasonable way to value the enterprise. Management EBITDA is a term utilized by the Company
management and is defined as earnings before interest, taxes, depreciation, and amortization plus adjustments for
facilities consolidation, earnouts, goodwill, and other one-time, and non-recurring items provided by the Company
management.

Raymond James calculated various financial multiples for each company, including enterprise value (market value
plus debt, plus preferred stock, plus minority interests, less cash and equivalents) compared to EBITDA,
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using publicly available consensus research EBITDA estimates for the selected companies for calendar years ending
December 31, 2018 and 2019, referred to as CY2018E and CY2019P. The estimates published by research analysts
were not prepared in connection with the merger or at the request of Raymond James and may or may not prove to be
accurate. Raymond James reviewed the mean, median, minimum and maximum relative valuation multiples of the
selected public companies and compared them to corresponding valuation multiples for the Company implied by the
merger consideration. The results of the selected public companies analysis are summarized below:

  Enterprise Value / EBITDA  
CY2018E CY2019P

Mean 11.2x 9.6x
Median 10.6x 8.8x
Minimum 7.4x 6.6x
Maximum 17.5x 14.6x

Merger Consideration 8.3x 9.8x
Furthermore, Raymond James applied the mean, median, minimum and maximum relative valuation multiples for
each of the metrics to the Company�s actual and projected financial results and determined the implied equity price per
share of Company common stock and then compared those implied equity values per share to the merger
consideration of $18.50 per share. The results of this are summarized below:

  Enterprise Value / EBITDA  
CY2018E CY2019P

Mean $ 27.59 $ 18.11
Median $ 25.82 $ 15.79
Minimum $ 15.86 $ 10.01
Maximum $ 47.18 $ 31.09

Merger Consideration $ 18.50 $ 18.50
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Selected Transaction Analysis. Raymond James analyzed publicly available information relating to selected
acquisitions of companies in the EMS and DE sectors, with transaction enterprise values below one billion dollars that
closed during the last eight years and prepared a summary of the relative valuation multiples paid in these
transactions. The selected transactions used in the analysis were:

Electronic Manufacturing Services:

Company Name

Enterprise Value /

LTM EBITDA
Acquisition of Viasystems Group, Inc. by TTM
Technologies, Inc. (May-2015) 7.6x
Acquisition of CDR Manufacturing, Inc. by Key
Tronic Corp. (Sep-2014) 7.6x
Acquisition of Parvus Corp. by Curtiss-Wright
Corp. (Oct-2013) 7.8x
Acquisition of DDi Corp. by Viasystems Group,
Inc. (May-2012) 7.5x
Acquisition of Remmele Engineering, Inc. by RTI
International Metals, Inc. (Feb-2012) 8.3x
Acquisition of LaBarge, Inc. by Ducommun, Inc.
(Jun-2011) 8.9x
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Defense Electronics:

Company Name

  Enterprise Value /  

LTM EBITDA
Acquisition of Anaren, Inc. by TTM
Technologies, Inc. (April-2018) 14.0x
Acquisition of Themis Computer, Inc. by
Mercury Systems, Inc. (February-2018) 13.7x
Acquisition of QRC Technologies, Inc. by DC
Capital Partners, LLC (May-2016) N/D
Acquisition of API Technologies Corp. by
J.F. Lehman & Co. (Apr-2016) 15.2x
Acquisition of TeleCommunication Systems, Inc.
by Comtech Telecommunications Corp.
(Feb-2016) 10.7x
Acquisition of GATR Technologies, Inc. by
Cubic Corp. (Feb-2016) N/D
Acquisition of the Electronics Product Division
of Kratos Defense & Security Solutions, Inc. by
Ultra Electronics Holdings plc (Aug-2015) 12.0x
Acquisition of Anaren, Inc. by Veritas Capital
(Feb-2014) 11.4x
Acquisition of Six3 Systems, Inc. by CACI
International, Inc. (Nov-2013) 13.4x
Acquisition of Micronetics, Inc. by Mercury
Systems, Inc. (Aug-2012) 10.7x
Acquisition of Composite Engineering, Inc. by
Kratos Defense & Security Solutions, Inc.
(Jul-2012) 9.7x
Acquisition of Ticom Geomatics, Inc. by Six3
Systems, Inc. (Apr-2012) N/D
Acquisition of EMS Technologies, Inc. by
Honeywell International Inc. (Aug-2011) 14.8x
Acquisition of Herley Industries, Inc. by Kratos
Defense & Security Solutions, Inc. (Mar-2011) 7.3x
Acquisition of CPI International, Inc. by Veritas
Capital (Feb-2011) 9.0x
Acquisition of Applied Signal Technology, Inc.
by Raytheon Co. (Jan-2011) 16.0x

(1) Items noted as �N/D� indicate transactions where proprietary, not publicly disclosed information is included in the
summary mean and median statistics, but not disclosed.

The two independent data sets were compiled for each operating segment of the Company. The EMS data set of
transactions was compiled for the MDS business, while the DE data set of transactions was compiled for the ECP
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business. The EBITDA multiples derived from each data set were weighted based on each segment�s respective
percentage contribution to the trailing twelve months (�TTM�) Management EBITDA (MDS TTM as of September 30,
2018 at 21.4% and ECP TTM as of September 30, 2018 at 78.6%) and applied to the total TTM Management
EBITDA to reach a weighted conclusion. Given Raymond James� understanding of the Company�s business and the
relative significance of the two operating businesses, in Raymond James� professional
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judgment, weighting the respective businesses in this manner was an appropriate and reasonable way to value the
enterprise.

Raymond James examined valuation multiples of transaction enterprise value compared to the target companies�
EBITDA, in each case for twelve months ended prior to closing of the transaction, where such information was
publicly available. Raymond James reviewed the mean, median, minimum and maximum relative valuation multiples
of the selected transactions and compared them to corresponding valuation multiples for the Company implied by the
merger consideration. Furthermore, Raymond James applied the mean, median, minimum and maximum relative
valuation multiples to the Company�s actual TTM EBITDA to determine the implied equity price per share and then
compared those implied equity values per share to the merger consideration of $18.50 per share. The results of the
selected transactions analysis are summarized below:

Enterprise Value /

Trailing Twelve
Months EBITDA

  Implied Per Share  

Equity Price
Mean 11.2x $ 32.89
Median 10.9x $ 31.47
Minimum 7.3x $ 18.95
Maximum 14.5x $ 44.52

Merger Consideration 7.2x $ 18.50
Discounted Cash Flow Analysis. Raymond James analyzed the discounted present value of the Company�s projected
free cash flows beginning September 30, 2018 through the end of fiscal year 2019 and continuing through the end of
fiscal year 2023 on a standalone basis. Raymond James calculated unlevered free cash flows, defined as earnings
before interest, after taxes, plus depreciation, plus amortization, less capital expenditures, less investment in working
capital.

The discounted cash flow analysis was based on the Projections. Consistent with the periods included in the
Projections, Raymond James used fiscal year 2023 as the final year for the analysis and utilized two methodologies for
comparison purposes to calculate a terminal value: (i) applied multiples ranging from 9.0x to 11.0x, selected by
Raymond James upon the application of its professional judgment and expertise, to fiscal year 2023 EBITDA in order
to derive a range of terminal values for the Company in 2023 and (ii) applied perpetual growth rates ranging from
2.0% to 4.0%, selected by Raymond James upon the application of its professional judgment and expertise, to fiscal
year 2023 unlevered free cash flow in order to derive a range of terminal values for the Company in 2023.
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The projected unlevered free cash flows and terminal values were discounted using rates ranging from 11.0% to
13.0%, which range was selected, upon the application of Raymond James�s professional judgment and expertise, to
reflect the weighted average after-tax cost of debt and equity capital associated with executing the Company�s business
plan. This range was selected based on Raymond James� experience and judgment and an estimate of the Company�s
weighted average cost of capital. The resulting range of present enterprise values was adjusted by the Company�s net
debt (the face amount of total debt and preferred stock and book value of non-controlling interests less the amount of
cash and cash equivalents, as reflected on its most recent publicly available balance sheet) and divided by the number
of diluted shares outstanding in order to arrive at a range of present values per share of Company common stock.
Raymond James reviewed the range of per share prices derived in the discounted cash flow analysis and compared
them to the price per share for Company common stock implied by the merger consideration. The results of the
discounted cash flow analysis are summarized below:

  Equity Value /  

Per Share
Terminal Value EBITDA Multiple Method
Minimum $ 16.07
Maximum $ 22.19

Perpetual Growth Rate Method
Minimum $ 7.46
Maximum $ 14.40

Merger Consideration $ 18.50
Additional Considerations. The preparation of a fairness opinion is a complex process and is not susceptible to a
partial analysis or summary description. Raymond James believes that its analyses must be considered as a whole and
that selecting portions of its analyses, without considering the analyses taken as a whole, would create an incomplete
view of the process underlying its opinion. In addition, Raymond James considered the results of all such analyses and
did not assign relative weights to any of the analyses, but rather made qualitative judgments as to the significance and
relevance of each analysis and factor, so the ranges of valuations resulting from any particular analysis described
above should not be taken to be the view of Raymond James as to the actual value of the Company.

In performing its analyses, Raymond James made numerous assumptions with respect to industry performance,
general business, economic and regulatory conditions and other matters, many of which are beyond the control of the
Company. The analyses performed by Raymond James are not necessarily indicative of actual values, trading values
or actual future results which might be achieved, all of which may be significantly more or less favorable than
suggested by such analyses. Such analyses were provided to the Company board (solely in its capacity as such) and
were prepared solely as part of the analysis of Raymond James of the fairness, from a financial point of view, to the
Company shareholders of the merger consideration to be received by such shareholders in connection with the
proposed merger pursuant to the merger agreement. The analyses do not purport to be appraisals or to reflect the
prices at which companies may actually be sold, and such estimates are inherently subject to uncertainty. The opinion
of Raymond James was one of many factors taken into account by the Company board in making its determination to
approve the merger.

Neither Raymond James� opinion nor the analyses described above should be viewed as determinative of the Company
board�s or Company management�s views with respect to the Company, Cerberus and its affiliates, or the merger.
Raymond James provided advice to the Company with respect to the proposed transaction. Raymond James did not,
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however, recommend any specific amount of consideration to the Company board or that any specific merger
consideration constituted the only appropriate consideration for the merger. The Company placed no limits on the
scope of the analysis performed, or opinion expressed, by Raymond James.
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The Raymond James opinion was necessarily based upon market, economic, financial and other circumstances and
conditions existing and disclosed to it on December 10, 2018, and any material change in such circumstances and
conditions may affect the opinion of Raymond James, but Raymond James does not have any obligation to update,
revise or reaffirm that opinion. Raymond James relied upon and assumed, without independent verification, that there
had been no change in the business, assets, liabilities, financial condition, results of operations, cash flows or
prospects of the Company since the respective dates of the most recent financial statements and other information,
financial or otherwise, provided to Raymond James that would be material to its analyses or its opinion, and that there
was no information or any facts that would make any of the information reviewed by Raymond James incomplete or
misleading in any material respect.

During the two years preceding the date of Raymond James� written opinion, Raymond James has not been engaged
by, performed services for or received any compensation from the Company other than any amounts that were paid to
Raymond James under the engagement letter, as it was amended in connection with the current transaction, described
in this proxy statement pursuant to which Raymond James was retained as a financial advisor to the Company board
to assist in reviewing strategic alternatives. During the two years preceding the date of Raymond James� written
opinion, Raymond James has not been engaged by, performed services for or received any compensation from
Cerberus or its affiliates except as follows and as further described in Raymond James� written opinion, the full text of
which is attached as Annex B-1 to this proxy statement: Raymond James received fees of approximately $2.8 million
in connection with the sale of a Cerberus portfolio company, Raymond James�s fixed income group earned fees of
approximately $163,000 in connection with participation in mortgage-backed underwritings sponsored by a subsidiary
of Cerberus, Raymond James�s fixed income institutional sales has earned commissions of $868,000 since January 1,
2016 for trading with various Cerberus funds or accounts, and Raymond James Bank (�RJ Bank�) directly or indirectly
holds or recently held certain loan positions regarding Cerberus-affiliated entities which may have provided fees to RJ
Bank during the duration of the loan.

For services rendered in connection with the delivery of its opinion, the Company paid Raymond James a customary
investment banking fee of $400,000 upon delivery of its opinion. The Company will also pay Raymond James a
customary fee for advisory services in connection with the merger of $600,000, $500,000 of which is contingent upon
the closing of the merger. The Company also agreed to reimburse Raymond James for its expenses incurred in
connection with its services, including the fees and expenses of its counsel, and will indemnify Raymond James
against certain liabilities arising out of its engagement. For services rendered in connection with the delivery of an
opinion and advisory services in connection with the Ultra transaction, the Company paid Raymond James customary
fees totaling $400,000 in July 2017.

The Company retained Raymond James as its financial advisor in connection with the proposed merger based on
Raymond James� experience and reputation. Raymond James is actively involved in the investment banking business
and regularly undertakes the valuation of investment securities in connection with public offerings, private
placements, business combinations and similar transactions. In the ordinary course of business, Raymond James may
trade in the securities of the Company and Cerberus affiliated companies for its own account and for the accounts of
its customers and, accordingly, may at any time hold a long or short position in such securities. Raymond James may
provide investment banking, financial advisory and other financial services to the Company and / or Cerberus and / or
its affiliated companies or other participants in the merger in the future, for which Raymond James may receive
compensation.

Opinion of Wells Fargo Securities, LLC

On December 11, 2018, Wells Fargo Securities rendered its oral opinion to the Company board (which was
subsequently confirmed in writing by delivery of Wells Fargo Securities� written opinion dated the same date) that,
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based upon and subject to the procedures followed, qualifications, assumptions and other matters considered in
connection with the preparation of its opinion, as of December 11, 2018, the merger consideration to be received by
Company shareholders in the merger pursuant to the merger agreement was fair, from a financial point of view, to
Company shareholders.
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Wells Fargo Securities� opinion was for the information and use of the Company board (in its capacity as such)
in connection with its evaluation of the merger. Wells Fargo Securities� opinion only addressed the fairness,
from a financial point of view, to Company shareholders of the merger consideration to be received by such
shareholders in the merger pursuant to the merger agreement and did not address any other aspect or
implication of the merger. The summary of Wells Fargo Securities� opinion in this proxy statement is qualified
in its entirety by reference to the full text of its written opinion, which is attached as Annex B-2 to this proxy
statement and sets forth the procedures followed, assumptions made, qualifications and limitations on the
review undertaken and other matters considered by Wells Fargo Securities in connection with the preparation
of its opinion. However, neither Wells Fargo Securities� written opinion nor the summary of its opinion and the
related analyses set forth in this proxy statement is intended to be, and they do not constitute, advice or a
recommendation to the Company board or any holder of Company common stock as to how any such holder
should vote or act on any matter relating to the proposed merger.

In arriving at its opinion, Wells Fargo Securities:

� Reviewed a draft, dated December 11, 2018, of the merger agreement and certain publicly available business
and financial information relating to the Company;

� Reviewed certain other information relating to the Company, including financial forecasts for the Company
prepared and provided to Wells Fargo Securities by the management of the Company (the �Projections�);

� Spoke with the management of the Company regarding the business and prospects of the Company;

� Considered certain financial and stock market data of the Company and compared that data with similar data
for other companies with publicly traded equity securities in businesses that Wells Fargo Securities deemed
relevant;

� Considered, to the extent publicly available, the financial terms of certain other business combinations and
other transactions that Wells Fargo Securities deemed relevant; and

� Considered such other information, financial studies and analyses and financial, economic and market
criteria that Wells Fargo Securities deemed relevant.

In connection with its review, Wells Fargo Securities did not independently verify any of the foregoing information,
and Wells Fargo Securities assumed and relied upon such information being complete and accurate in all respects.
Wells Fargo Securities was advised, and at the Company�s direction assumed, that the Projections were reasonably
prepared on bases reflecting the best currently available estimates and judgments of the management of the Company
as to the future financial performance of the Company. At the Company�s direction, Wells Fargo Securities further
assumed that the Projections were a reasonable basis on which to evaluate the Company and the merger and used and
relied upon such forecasts for purposes of its analyses and opinion. Wells Fargo Securities expressed no view or
opinion with respect to the Projections or the assumptions upon which they were based.
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For purposes of its analyses and opinion, at the Company�s direction, Wells Fargo Securities assumed that, in the
course of obtaining any regulatory or third party consents, approvals or agreements in connection with the merger, no
delay, limitation, restriction or condition would be imposed that would have an adverse effect on the Company or the
contemplated benefits of the merger. Wells Fargo Securities also assumed that the merger would be consummated in
compliance with all applicable laws and regulations and in accordance with the terms of the merger agreement without
waiver, modification or amendment of any term, condition or agreement thereof material to its analyses or opinion. In
addition, Wells Fargo Securities was not requested to make, and did not make, an independent evaluation or appraisal
of the assets or liabilities (contingent or otherwise) of the Company, nor was Wells Fargo Securities furnished with
any such evaluations or appraisals. With the Company board�s consent, Wells Fargo Securities further assumed that the
final form of the merger agreement, when
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executed by the parties thereto, would conform to the draft reviewed by Wells Fargo Securities in all respects material
to its analyses and opinion.

Wells Fargo Securities� opinion only addressed the fairness, from a financial point of view, to the holders of Company
common stock of the merger consideration to be received by such holders in the merger pursuant to the merger
agreement and did not address any other aspect or implication (financial or otherwise) of the merger, or any other
agreement, arrangement or understanding entered into in connection with the merger or otherwise, including, without
limitation, the fairness of the amount or nature of, or any other aspect relating to, any compensation or consideration
to be received by or otherwise payable to any officers, directors or employees of any party to the merger, or class of
such persons, relative to the merger consideration or otherwise. Furthermore, Wells Fargo Securities did not express
any advice or opinion regarding matters that require legal, regulatory, accounting, insurance, tax, environmental,
executive compensation or other similar professional advice. Wells Fargo Securities assumed that the Company had or
would obtain such advice or opinions from appropriate professional sources.

Wells Fargo Securities� opinion was necessarily based upon information made available to Wells Fargo Securities as of
the date of its opinion and financial, economic, market and other conditions as they existed and could be evaluated on
the date of its opinion. Wells Fargo Securities did not undertake, and was under no obligation, to update, revise,
reaffirm or withdraw its opinion, or otherwise comment on or consider events occurring or coming to its attention
after the date of its opinion. Wells Fargo Securities� opinion did not address the relative merits of the merger as
compared to any alternative transactions or strategies that might have been available to the Company, nor did it
address the underlying business decision of the Company board or the Company to proceed with or effect the merger.
Wells Fargo Securities did not express any opinion as to the prices at which shares of Company common stock may
be purchased or sold at any time.

Under the terms of its engagement, neither Wells Fargo Securities� opinion nor any other advice or services rendered
by it in connection with the proposed merger or otherwise, should be construed as creating, and Wells Fargo
Securities will not be deemed to have, any fiduciary, agency or similar duty to the Company board, the Company,
Parent, any security holder or creditor of the Company or Parent or any other person, regardless of any prior or
ongoing advice or relationships. Under the terms of its engagement, Wells Fargo Securities was retained by the
Company as an independent contractor and the opinion and other advice rendered by Wells Fargo Securities were
provided solely for the use and benefit of the Company board (in its capacity as such) in connection with its
evaluation of the proposed merger. As a matter of state law, Wells Fargo Securities believes the opinion and other
advice of Wells Fargo Securities may not be used or relied upon by any other person without its prior written consent.
See e.g., Joyce v. Morgan Stanley, 538 F.3d 797 (7th Cir. 2008), HA2003 Liquidating Trust v. Credit Suisse Secs.
(USA) LLC, 517 F.3d 454 (7th Cir. 2008) and Collins v. Morgan Stanley Dean Witter, 224 F.3d 496 (5th Cir. 2000).
By limiting the foregoing statement to matters of state law, Wells Fargo Securities is not, and should not be deemed to
be, admitting that Wells Fargo Securities has any liability to any persons with respect to its advice or opinion under
the federal securities laws. Furthermore such statement is not intended to affect the rights and responsibilities of the
Company board under governing state law or the federal securities laws. Any claims under the federal securities laws
against Wells Fargo Securities or the Company board will be subject to adjudication by a court of competent
jurisdiction.

Financial Analyses

In connection with rendering its opinion to the Company board, Wells Fargo Securities performed a variety of
analyses, including those described below. The summary of Wells Fargo Securities� analyses is not a complete
description of the analyses underlying Wells Fargo Securities� opinion. The preparation of such an opinion is a
complex process involving various quantitative and qualitative judgments and determinations with respect to the
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the unique facts and circumstances presented. As a consequence, neither Wells Fargo Securities� opinion nor its
underlying analyses is readily susceptible to summary description. Wells Fargo Securities arrived
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at its opinion based on the results of all analyses undertaken by it and assessed as a whole and did not draw, in
isolation, conclusions from or with regard to any individual analysis, methodology or factor. Accordingly, Wells
Fargo Securities believes that its analyses and the following summary must be considered as a whole and that
selecting portions of its analyses, methodologies and factors, without considering all analyses, methodologies and
factors or the narrative description of the analyses, could create a misleading or incomplete view of the processes
underlying Wells Fargo Securities� analyses and opinion.

In performing its analyses, Wells Fargo Securities considered general business, economic, industry and market
conditions, financial and otherwise, and other matters as they existed on, and could be evaluated as of, the date of its
opinion. No company, transaction or business used in Wells Fargo Securities� analyses for comparative purposes is
identical to the Company or the proposed merger and an evaluation of the results of those analyses is not entirely
mathematical. The financial analyses performed by Wells Fargo Securities were performed for analytical purposes
only and are not necessarily indicative of actual values or predictive of future results or values, which may be
significantly more or less favorable than those suggested by the analyses. In addition, any analyses relating to the
value of assets, businesses or securities do not purport to be appraisals or to reflect the prices at which businesses or
securities actually may be sold, which may depend on a variety of factors, many of which are beyond the control of
the Company.

While the results of each analysis were taken into account in reaching its overall conclusion with respect to fairness,
Wells Fargo Securities did not make separate or quantifiable judgments regarding individual analyses. Much of the
information used in, and accordingly the results of, Wells Fargo Securities� analyses are inherently subject to
substantial uncertainty.

Wells Fargo Securities� opinion was only one of many factors considered by the Company board in evaluating the
proposed merger. Neither Wells Fargo Securities� opinion nor its analyses were determinative of the merger
consideration or of the views of the Company board or management with respect to the merger or the merger
consideration. The type and amount of consideration payable in the merger were determined through negotiation
between the Company and Parent, and the decision to enter into the merger agreement was solely that of the Company
board.

The following is a summary of the material financial analyses performed by Wells Fargo Securities in connection with
the preparation of its opinion and reviewed with the Company board on December 11, 2018. The order of the analyses
summarized below does not represent relative importance or weight given to those analyses by Wells Fargo Securities.
The analyses summarized below include information presented in tabular format. The tables alone do not constitute a
complete description of the analyses. Considering the data in the tables below without considering the full narrative
description of the analyses, as well as the methodologies underlying, and the assumptions, qualifications and
limitations affecting, each analysis, could create an incomplete view of Wells Fargo Securities� analyses.

For purposes of its analyses, Wells Fargo Securities reviewed a number of financial metrics, including the following:

� Adjusted Earnings Per Share�generally the amount of the relevant company�s earnings per share as adjusted
for any one-time and non-recurring items for a specified time period.

� Adjusted EBITDA�generally the amount of the relevant company�s earnings before interest, taxes,
depreciation, amortization, and any one-time and non-recurring items for a specified time period.
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� Enterprise Value�generally the value as of a specified date of the relevant company�s outstanding equity
securities (taking into account outstanding options and other securities convertible, exercisable or
exchangeable into or for equity securities of the company) plus the value as of such date of its net debt (the
face amount of total debt and preferred stock and book value of non-controlling interests less the amount of
cash and cash equivalents, as reflected on its most recent publicly available balance sheet).
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Unless the context indicates otherwise, (i) enterprise values used in the selected companies analyses described below
were calculated using the market price of the common stock of the selected companies listed below as of December 7,
2018, (ii) the relevant values for the selected transactions analysis described below were calculated on an enterprise
value basis based on the consideration proposed to be paid in the selected transactions, and (iii) the estimates of the
future financial performance of the Company relied upon for the financial analyses described below were based on the
Projections, and estimates of the future financial performance for the selected companies listed below were based on
certain publicly available research analyst estimates for those companies.

Selected Companies Analysis. Wells Fargo Securities reviewed certain data for selected companies with publicly
traded equity securities that Wells Fargo Securities deemed relevant. The selected companies were selected because
they were deemed similar to the Company�s ECP or MDS businesses in one or more respects.

The financial data reviewed included:

� Enterprise Value as a multiple of estimated Adjusted EBITDA for the calendar year 2019, or �CY 2019E Adj.
EBITDA�; and

� Share price as a multiple of estimated adjusted earnings per share for the calendar year 2019, or �CY 2019E
Adj. EPS.�

The selected companies for the Company�s ECP business and the corresponding and median Enterprise Value to CY
2019E Adj. EBITDA multiples for the selected companies were:

Enterprise Value/

CY 2019E Adj.

EBITDA Multiple  
Teledyne Technologies Incorporated 14.7x
Cobham plc 8.4x
Mercury Systems, Inc. 17.2x
OSI Systems, Inc. 9.1x
Ultra Electronics Holdings plc 8.1x
Comtech Telecommunications Corp. 10.2x
Ducommun Incorporated 9.3x

Metric Median
Enterprise Value / CY 2019E Adj. EBITDA 9.3x

The selected companies for the Company�s MDS business and the corresponding and median Enterprise Value to CY
2019E Adj. EBITDA multiples for the selected companies were:
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CY 2019E Adj.

EBITDA Multiple (1)  
Flex Ltd. 4.5x
Jabil Inc. 3.1x
TTM Technologies, Inc. 5.3x
Sanmina Corporation 5.5x
Plexus Corp. 8.0x
Celestica Inc. 4.2x
Ducommun Incorporated 9.3x
Benchmark Electronics, Inc. N/A
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(1) Items noted �N/A� are not publicly available and not included in calculation of median.

Metric Median  
Enterprise Value / CY 2019E Adj. EBITDA 5.3x

The corresponding and the mean, median, high and low share price to CY 2019E Adj. EPS multiples for all of the
selected companies identified above were:

Share Price/
CY2019E Adj. EPS

Multiple
Teledyne Technologies Incorporated 22.7x
Cobham plc 15.0x
Mercury Systems, Inc. 25.7x
OSI Systems, Inc. 17.9x
Ultra Electronics Holdings plc 10.6x
Comtech Telecommunications Corp. 26.5x
Ducommun Incorporated 16.6x
Flex Ltd. 7.1x
Jabil Inc. 7.6x
TTM Technologies, Inc. 0.1x
Sanmina Corporation 8.6x
Plexus Corp. 14.1x
Celestica Inc. 7.7x
Benchmark Electronics, Inc. 13.5x

Metric Mean Median High Low  
Share Price / CY 2019E Adj. EPS 14.0x 14.6x 26.5x 0.1x

Taking into account the results of the selected companies analysis, Wells Fargo Securities added the amount that
resulted from applying a multiple range of 8.3x to 9.3x to CY 2019E Adj. EBITDA for the Company�s ECP business
to the amount that resulted from applying a multiple range of 4.3x to 5.3x to CY 2019E Adj. EBITDA for the
Company�s MDS business and deducted the amount that resulted from applying a multiple range of 7.1x to 8.1x
(reflecting a weighted average multiple based on the relative contribution of the Company�s ECP and MDS businesses,
respectively, to the Company�s CY 2019E Adj. EBITDA) to CY 2019E Adj. EBITDA attributable to the Company�s
unallocated corporate overhead. Wells Fargo Securities also applied a multiple range of 14.0x to 16.0x to CY 2019E
Adj. EPS for the Company. The selected companies analysis indicated implied valuation reference ranges per share of
Company common stock of $11.36 to $13.99 based on the Company�s CY 2019E Adj. EBITDA and $8.66 to $9.90
based on the Company�s CY 2019E Adj. EPS. Wells Fargo Securities noted that the merger consideration to be paid in
the merger pursuant to the merger agreement is $18.50 per share of Company common stock.

Selected Transactions Analysis. Wells Fargo Securities considered certain financial terms of certain transactions
involving target companies that Wells Fargo Securities deemed relevant. The selected transactions were selected
because they involved target companies that were deemed similar to the Company�s ECP or MDS businesses in one or
more respects.
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103

Edgar Filing: SPARTON CORP - Form DEFM14A

Table of Contents 214



Table of Contents

The selected transactions for the Company�s ECP business and the corresponding and mean and median Enterprise
Value to LTM Adjusted EBITDA multiples, to the extent publicly available, for the selected transactions were:

Date Announced Acquiror Target

Enterprise Value/

LTM Adjusted

EBITDA Multiple (1)
04/2018 TTM Technologies, Inc. Anaren, Inc. 14.1x
04/2016 J.F. Lehman & Co. API Technologies Corp. 15.1x
11/2015

Benchmarks Electronics, Inc.
Secure Communications
Systems

N/A

08/2015 Ultra Electronics Holdings
plc Kratos Electronics Products

10.7x

02/2014 Veritas Capital Fund L.P. Anaren, Inc. 12.7x
08/2012 Mercury Computer Systems,

Inc.
Micronetics Inc. 10.7x

07/2012 Kratos Defense & Security
Solutions

Composite Engineering, Inc. 9.7x

02/2012 L-3 Communications Kollmorgen Electro-Optical 7.5x
12/2011 Mercury Computer Systems,

Inc.
KOR Electronics N/A

02/2011 Veritas Capital CPI International 8.8x
01/2011 Raytheon Applied Signal Technology 17.3x

(1) Items noted �N/A� are not publicly available and not included in calculation of mean or median.

Metric Mean Median  
Enterprise Value/ LTM Adjusted EBITDA 11.8x 10.7x  

The selected transactions for the Company�s MDS business and the corresponding and mean and median Enterprise
Value to LTM Adjusted EBITDA multiples, to the extent publicly available, for the selected transactions were:

Date Announced Acquiror Target

Enterprise Value/

LTM Adjusted

EBITDA Multiple (1)
05/2015 TTM Technologies, Inc. Viasystems Group, Inc. 7.3x
04/2015 Natel Engineering Co. OnCore Manufacturing

Services LLC N/A
12/2012 CTS Corporation D&R Technology 8.5x
05/2012 Viasystems Group, Inc. DDI Corp. 7.4x
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01/2012 RTI International Metals Remmele Engineering, Inc. 8.3x
06/2011 Ducommun Technologies,

Inc. LaBarge Inc. 8.8x
12/2010 Charlesbank Capital Partners OnCore Manufacturing

Services LLC N/A
04/2010 TTM Technologies, Inc Meadville Holdings Limited 7.6x

(1) Items noted �N/A� are not publicly available and not included in calculation of mean or median.

Metric Mean   Median  
Enterprise Value/ LTM Adjusted EBITDA 8.0x 8.0x

Taking into account the results of the selected transactions analysis, Wells Fargo Securities added the amount that
resulted from applying a multiple range of 9.5x to 10.5x to Adjusted EBITDA for the last twelve months
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ended September 30, 2018 for the Company�s ECP business to the amount that resulted from applying a multiple range
of 6.0x to 7.0x to Adjusted EBITDA for the last twelve months ended September 30, 2018 for the Company�s MDS
business and deducted the amount that resulted from applying a multiple range of 8.8x to 9.8x (reflecting a weighted
average multiple based on the relative contribution of the Company�s ECP and MDS businesses, respectively, to the
Company�s LTM Adjusted EBITDA) to Adjusted EBITDA for the last twelve months ended September 30, 2018
attributable to the Company�s unallocated corporate overhead. The selected transactions analysis indicated an implied
valuation reference range per share of Company common stock of $24.00 to $27.55. Wells Fargo Securities noted that
the merger consideration to be paid in the merger pursuant to the merger agreement is $18.50 per share of Company
common stock.

Discounted Cash Flow Analysis. Wells Fargo Securities also performed a discounted cash flow analysis with respect
to the Company. Wells Fargo Securities calculated the estimated net present value of the projected unlevered, after-tax
free cash flows of the Company based on the Projections. For purposes of the discounted cash flow analyses, Wells
Fargo Securities applied discount rates (selected based on Wells Fargo Securities� experience and judgment and an
estimate of the Company�s weighted average cost of capital) ranging from 11.5% to 12.5% and terminal value
multiples (selected based on Wells Fargo Securities� experience and judgment) ranging from 8.5x to 10.0x to
management estimates of fiscal year 2023 Adjusted EBITDA, referred to as �Management EBITDA� in the unaudited
financial information provided above beginning on page 86. The discounted cash flow analysis indicated an implied
valuation reference range per share of Company common stock of $15.48 to $19.51. Wells Fargo Securities noted that
the merger consideration to be paid in the merger pursuant to the merger agreement is $18.50 per share of Company
common stock.

Other Matters

The Company retained Wells Fargo Securities as its financial advisor in connection with the proposed merger based
on Wells Fargo Securities� experience and reputation. Wells Fargo Securities is regularly engaged to provide
investment banking and financial advisory services in connection with mergers and acquisitions, financings, and
financial restructurings. Wells Fargo Securities became entitled to an opinion fee of $750,000 upon the rendering of
its opinion. Wells Fargo Securities will also become entitled to receive a transaction fee, currently estimated to be
approximately $2.25 million, based on the implied value of the proposed merger, upon the closing of the merger
against which the opinion fee and certain advisory fees will be creditable to the extent previously paid. In addition, the
Company agreed to reimburse Wells Fargo Securities for certain expenses and to indemnify Wells Fargo Securities
and certain related parties against certain liabilities that may arise out of Wells Fargo Securities� engagement. In
addition, Wells Fargo Securities acted as financial advisor to the Company board in connection with the transaction
contemplated by the Ultra merger agreement, which agreement was terminated without consummation of the Ultra
transaction, for which Wells Fargo Securities received aggregate fees of approximately $900,000 for providing certain
advice and its opinion in connection therewith.

Wells Fargo Securities is a trade name of Wells Fargo Securities, LLC, an investment banking subsidiary and affiliate
of Wells Fargo & Company. Wells Fargo Securities and its affiliates provide a wide range of investment and
commercial banking advice and services, including financial advisory services, securities underwritings and
placements, securities sales and trading, brokerage advice and services, and commercial loans. Wells Fargo Securities
and its affiliates may in the future provide investment and commercial banking advice and services to, and may
otherwise seek to expand their business and commercial relationships with the Company and certain of its affiliates
for which Wells Fargo Securities and its affiliates would expect to receive compensation. Wells Fargo Securities and
its affiliates have in the past provided investment and commercial banking advice and services to Cerberus (which we
refer to together with its portfolio companies and other entities affiliated or associated with Cerberus as the �Cerberus
Group�) and certain members of the Cerberus Group, including among other things, during the past two years, having
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members of the Cerberus Group, for which Wells Fargo Securities and its affiliates have received compensation of
approximately $19.5 million. Wells Fargo

105

Edgar Filing: SPARTON CORP - Form DEFM14A

Table of Contents 218



Table of Contents

Securities and its affiliates are also lenders to or participants in one or more of the credit facilities of the Company and
its affiliates and of certain members of the Cerberus Group, including CIP VI. With respect to the credit facility of
CIP VI, prior to the execution of the merger agreement, Wells Fargo Securities understood after discussions with
representatives of Cerberus and informed the Company board that the members of the Cerberus Group did not intend
to finance the merger by making borrowings under such facility. Wells Fargo Securities and its affiliates may in the
future otherwise seek to expand its business and commercial relationships with members of the Cerberus Group, for
which Wells Fargo Securities and its affiliates would expect to receive compensation. In the ordinary course of
business, Wells Fargo Securities and its affiliates may trade or otherwise effect transactions in the securities or other
financial instruments (including bank loans or other obligations) of the Company, Cerberus and/or their respective
affiliates for its own account and for the accounts of its customers and, accordingly, may at any time hold a long or
short position in such securities or financial instruments. Wells Fargo Securities and its affiliates have adopted policies
and procedures designed to preserve the independence of their research and credit analysts whose views may differ
from those of the members of the team of investment banking professionals involved in preparing Well Fargo
Securities� opinion. The issuance of Wells Fargo Securities� opinion was approved by an authorized committee of Wells
Fargo Securities.

Financing of the Merger

The obligations of Parent and Merger Sub to complete the merger are not contingent upon the receipt of any
financing.

Financing

CIP VI, which is an affiliate of Cerberus, and Parent have entered into the equity commitment letter, pursuant to
which CIP VI committed to purchase securities of Parent for $280 million in cash substantially contemporaneously
with the consummation of the merger. Such commitment amount is subject to reduction if Parent does not require the
entire amount to pay the aggregate merger consideration and all amounts required to be paid with respect to the
Company�s equity awards, to repay or refinance the indebtedness of the Company to the extent required in connection
with the transactions contemplated by the merger agreement, and to pay the fees and expenses of Parent, Merger Sub
and the surviving corporation in connection with the merger and the transactions contemplated by the merger
agreement (which we refer to, collectively, as the �required payments�).

CIP VI�s obligation to make the investment pursuant to the equity commitment letter is subject to (a) the valid
execution and delivery of the merger agreement by all parties to the merger agreement and the merger agreement not
having been terminated, (b) the satisfaction, or waiver by Parent, of each of the conditions to Parent�s obligations to
consummate the transactions contemplated by the merger agreement set forth in the merger agreement and (c) the
substantially contemporaneous consummation of the merger in accordance with the terms of the merger agreement.

The equity commitment letter will terminate upon, among other events, the closing of the merger, valid termination of
the merger agreement, the Company�s bringing certain legal proceedings against CIP VI or certain of its affiliates
relating to the equity commitment letter, the merger agreement, the limited guarantee or any of the transactions
contemplated thereby, or the payment of all the obligations of CIP VI under the limited guarantee.

The equity commitment letter provides, among other things, that (a) if the Company becomes entitled to specific
performance under the merger agreement to cause Parent to obtain the equity financing, then the Company is an
express third party beneficiary of Parent�s rights under the equity commitment letter solely for the purpose of causing
the investment to be made pursuant to its terms and (b) the Company is an express third party beneficiary of the
confidentiality provisions of the equity commitment letter. In addition, the merger agreement provides that Parent and
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In the merger agreement, Parent and Merger Sub have represented that the equity financing, when funded in
accordance with its terms, will provide Parent with funds sufficient to satisfy, or cause to be satisfied, the required
payments.

Parent also plans to finance a portion of the amounts required to complete the merger through a debt financing, which
is expected to take the form of a revolving credit facility and a term loan facility. Subject to customary terms, the
Company has agreed to, and to cause its subsidiaries to, provide Parent with customary cooperation as reasonably
requested by Parent or Merger Sub to assist them in arranging such debt financing.

Limited Guarantee

To induce the Company to enter into the merger agreement, CIP VI executed the limited guarantee, dated as of
December 11, 2018, in favor of the Company. Under the limited guarantee, subject to the limitations described
therein, CIP VI has absolutely, irrevocably and unconditionally guaranteed to the Company the due and punctual
payment of Parent�s obligations under the merger agreement to (a) pay the Parent termination fee under the
circumstances provided in the merger agreement, (b) pay all reasonable out-of-pocket costs, fees and expenses
(including reasonable legal fees and expenses) incurred by the Company in connection with the enforcement of
Parent�s obligation to pay the Parent termination fee pursuant to the merger agreement, and (c) reimburse the Company
for certain expenses and indemnify the Company against certain losses in connection with the Company�s financing
cooperation covenants under the merger agreement (collectively, the �Obligations�). CIP VI is also obligated to pay all
reasonable out-of-pocket costs, fees and expenses (including reasonable legal fees and expenses) incurred by the
Company in connection with the enforcement of CIP VI�s obligation to satisfy the Obligations (the �Reimbursement�).
CIP VI�s liability under clause (a) above shall not exceed $9,250,000, and its liability under clauses (b) and (c) above
and with respect to the Reimbursement is subject to a maximum of $1,500,000.

The limited guarantee terminates upon the earliest of (a) the consummation of the transactions contemplated by the
merger agreement, (b) the date on which all of the Obligations are fully satisfied and the Reimbursement is fully paid
in accordance with the terms of the merger agreement or the limited guarantee, (c) the date on which the Company
initiates certain legal proceedings related to the limited guarantee against certain affiliates of CIP VI (other than Parent
or Merger Sub), and (d) the date that is 90 days after the merger agreement is terminated in accordance with its terms,
except that, in the case of clause (d), the limited guarantee will not terminate at the end of such 90-day period if the
Company has commenced a legal proceeding to enforce its rights with respect to the Obligations or the
Reimbursement in which case the limited guarantee will terminate upon the earliest of (i) a final non appealable
resolution of such proceeding by the relevant court and the payment or satisfaction of all of the obligations imposed
by such court or (ii) a written agreement by CIP VI and the Company resolving such claims.

Interests of the Company�s Executive Officers and Directors in the Merger

In considering the recommendation of the Company board with respect to the merger, you should be aware that the
Company�s directors and executive officers have certain interests in the merger that may be different from, or in
addition to, the interests of the other Company shareholders. The Company board was aware of and considered these
interests, among other matters, in evaluating and negotiating the merger agreement and the merger, and in determining
to recommend to Company shareholders that they vote for the merger proposal and thereby approve the transactions
contemplated by the merger agreement, including the merger. These interests are described below.

The amounts described below are estimates based on multiple assumptions that may or may not actually occur,
including assumptions described in this proxy statement, and do not reflect certain compensation actions that may
occur before the consummation of the merger. As a result, the actual amounts, if any, to be received by the executive
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Treatment of Company Equity Awards

The restricted stock, restricted stock units and stock options (which we collectively refer to as the �Company equity
awards�) held by the Company�s employees, including the Company�s executive officers, and by directors of the
Company immediately prior to the effective time will be cancelled in exchange for a cash payment in the same
manner as those Company equity awards held by other employees of the Company. As described further in the section
titled �The Merger Agreement�Treatment of Company Equity Awards,� such awards will be subject to the following
treatment:

� Restricted Stock. At the effective time, with respect to each restricted share under the Company stock plans,
the vesting, forfeiture, repurchase or other lapse restriction will lapse and such restricted share will be fully
vested and will be converted into the right to receive the merger consideration.

� Restricted Stock Units. At the effective time, each Company RSU will fully vest and will be cancelled and
converted into the right to receive the merger consideration in respect of each share of Company common
stock underlying such Company RSU. The cash amount will be paid as soon as reasonably practicable (but
no later than five business days) after the effective time.

� Stock Options. At the effective time, each stock option granted under the Company stock plans, whether
vested or unvested, that has an exercise price per share that is less than the merger consideration will fully
vest and will be cancelled and converted into the right to receive, an amount in cash, without interest, equal
to the product of (i) the amount by which the merger consideration exceeds the exercise price per share of
such stock option and (ii) the total number of shares of Company common stock subject to such stock
option. The cash amount will be paid as soon as reasonably practicable (but no later than five business days)
after the effective time. Any stock option that has an exercise price per share that is greater than or equal to
the merger consideration will be cancelled at the effective time for no consideration or payment.

All stock options held by the Company�s named executive officers, other executive officers and directors that are
vested or are scheduled to be vested or accelerated in connection with the merger as of the date of this proxy statement
have an exercise price greater than $18.50 per share and, therefore, no named executive officers, other executive
officers or directors will receive compensation for their stock options in connection with the merger. In addition, as of
the date of this proxy statement no restricted shares under Company stock plans are outstanding. Further information
regarding the named executive officers may be found in ��Golden Parachute Compensation� beginning on page 115.
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The table below sets forth certain information (without subtraction of applicable withholding taxes) of the Company
RSUs held by the Company�s executive officers and directors for which vesting will be accelerated in connection with
the merger.

Aggregate
Number of

Shares Subject
to Company
RSUs (#)

Cash Value
($) (1)

Named Executive Officers
Joseph J. Hartnett � �
Joseph G. McCormack 23,886 441,891
Gordon B. Madlock 10,412 192,622
Joseph T. Schneider (2) � �
Steven M. Korwin 9,772 180,782
Michael A. Gaul 8,229 152,237

Other Executive Officer
James M. Lackemacher 8,957 165,705

Non-employee Directors
Alan L. Bazaar � �
James D. Fast � �
Charles R. Kummeth � �
David P. Molfenter � �
James R. Swartwout � �
Frank A. �Andy� Wilson � �

(1) Calculated by multiplying the aggregate number of shares issuable upon settlement of Company RSUs by $18.50
and then rounded to the nearest whole dollar.

(2) Mr. Schneider resigned effective April 13, 2018, but is included as a named executive officer in this section
pursuant to the rules of the SEC.

The Company�s Employment Arrangements with Named Executive Officers

Each of the Company�s named executive officers is party to an employment agreement with the Company (each, an
�employment agreement� and, collectively, the �employment agreements�). A brief summary of the employment
agreements of named executive officers and potential payments upon termination or change in control is set out
below.

Joseph J. Hartnett�Interim President and Chief Executive Officer

Mr. Hartnett�s employment agreement is for at-will employment without a set term. Pursuant to the employment
agreement, Mr. Hartnett is entitled to receive a salary at a rate of $50,000 per month. In addition, Mr. Hartnett is
eligible for a bonus, payable in cash, shares of Company common stock, or a combination of cash and shares of
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Company common stock while employed by the Company as Interim President and Chief Executive Officer or upon
termination; any such bonus is payable at the sole discretion of the Company board�s independent members. On
December 11, 2018, the Company board approved the grant of a discretionary bonus to Mr. Hartnett in the amount of
$385,000. The bonus will become payable in cash upon or following the consummation of the merger provided
Mr. Hartnett is employed with the Company on the closing date of the merger or if Mr. Hartnett is terminated by the
Company without cause, dies, or becomes disabled prior to the
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closing date of the merger. Mr. Hartnett will not be entitled to the bonus if he terminates his employment voluntarily
or is terminated by the Company for cause prior to the closing date of the merger.

Mr. Hartnett is also eligible to participate in the Company�s benefit programs in accordance with their terms, including
their eligibility provisions. While employed as Interim President and Chief Executive Officer, Mr. Hartnett does not
receive any compensation for his service as a member of the Company board.

Joseph G. McCormack�Senior Vice President, Chief Financial Officer

Mr. McCormack�s employment agreement provides for: (i) at-will employment; (ii) a current annual base salary of
$335,000; (iii) eligibility for a performance bonus of 45% of his annual base salary, based upon the Company
Short-Term Incentive Plan (which we refer to as the �STIP�), provided that certain target objectives are attained;
(iv) eligibility for participation in the 2010 Long-Term Stock Incentive Plan (which we refer to as the �2010 LTIP�)
with an annual grant target award of $400,000; (v) eligibility for participation in the Company�s employee benefits
plans that are offered to salaried employees, including, without limitation, health insurance coverage, disability,
participation in the Company�s 401(k) plan and any applicable incentive programs; (vi) certain severance detailed
below; and (vii) covenants not to compete or solicit employees for eighteen months following termination or to
disclose confidential information.

If the Company terminates Mr. McCormack�s employment for any reason other than cause (as defined below), death,
or disability, or if Mr. McCormack terminates his employment for good reason (as defined below), the Company will
pay Mr. McCormack: (i) severance in an amount equal to nine months of his current base salary (or, if the termination
is within twelve months of a change in control; he will be entitled to 145% of the greater of his base salary as of the
date of termination and his base salary as of the date of such change in control), payable over a period of nine months
(or twelve months in connection with change in control) as a part of the Company�s standard payroll; (ii) nine months
of COBRA premiums for medical insurance for Mr. McCormack and/or his dependents if he so elects (or twelve
months of COBRA premiums if the termination is within twelve months of a change in control); and
(iii) outplacement services in an amount not to exceed $25,000. Mr. McCormack�s receipt of such benefits is subject to
his delivery of a signed release of claims and the return of all property in his possession or control that belongs to the
Company. In addition, if Mr. McCormack violates the confidentiality, nonsolicitation, and noncompetition covenants
set forth in the employment agreement, the Company may terminate such benefits and Mr. McCormack will repay any
such benefits he has received in excess of one month.

Under Mr. McCormack�s employment agreement, �cause� means any of the following: (a) personal dishonesty; (b) gross
negligence; (c) violation of any law, rule or regulation; (d) breach of applicable confidentiality, nonsolicitation or
noncompetition provisions to which he is subject, including such provisions under the employment agreement; (e) a
breach of any material provision of the Company�s Code of Business Conduct and Ethics or other policies and
procedures; (f) use of alcohol or drugs to the extent such use adversely affects his ability to perform his duties or
adversely affects the business reputation of Mr. McCormack or the Company; (g) use of illegal drugs; or (h) failure or
refusal to substantially perform his duties and responsibilities to the Company as reasonably determined from time to
time by the President and Chief Executive Officer of the Company (or his designee). For any termination pursuant to
subsections (d) or (h), the Company shall first give written notice of the breach to Mr. McCormack, and if the breach
is susceptible to a cure, the Company shall give Mr. McCormack a reasonable opportunity to promptly (within thirty
days) cure the breach.

Under Mr. McCormack�s employment agreement, �good reason� means the occurrence of any of the following: (a) a
material adverse change in Mr. McCormack�s title, duties or responsibilities, including reporting responsibilities, other
than temporarily while disabled or otherwise incapacitated; or (b) the Company otherwise materially breaches the
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Company fails to cure, Mr. McCormack terminates his employment within thirty days following the expiration of
such cure period.

Under Mr. McCormack�s employment agreement �change in control� means: (i) any one person, or more than one person
acting as a group, acquires ownership of stock of the Company that, together with stock held by such person or group,
constitutes more than fifty percent of the total fair market value or total voting power of the stock of the Company;
(ii) any one person, or more than one person acting as a group, acquires (or has acquired during any twelve month
period) ownership of stock of the Company possessing thirty percent or more of the total voting power of the stock of
the Company; (iii) a majority of the members of the Company board is replaced during any twelve month period by
directors whose appointment is not endorsed by a majority of the members of the Company board before the date of
appointment or election; or (iv) any one person, or more than one person acting as a group, acquires (or has acquired
during any twelve month period) assets from the Company that have a total gross fair market value equal to or more
than forty percent of the total gross fair market value of all of the assets of the Company immediately before such
acquisition or acquisitions.

Under the employment agreement, Mr. McCormack agrees: (i) not to disclose Company confidential information
during the term and at all times thereafter; (ii) not to compete with the Company during the term and for a period of
eighteen months thereafter; and (iii) not to solicit employees or customers during the term and for a period of eighteen
months thereafter.

In the event a change in control of the Company is consummated in fiscal year 2019, Mr. McCormack would receive
$75,000 under the terms of his fiscal year 2019 STIP, representing 50% of his targeted fiscal year 2019 STIP.

Gordon B. Madlock�Senior Vice President, Operations

Mr. Madlock�s employment agreement, as amended, provides for: (i) at-will employment; (ii) a current annual base
salary of $305,083, subject to annual review by the Chief Executive Officer; (iii) eligibility for a performance bonus
of 45% of his annual base salary, based upon the STIP, provided that certain target objectives set by the Chief
Executive Officer are attained; (iv) eligibility for participation in the 2010 LTIP with an annual grant target award of
$200,000; (v) eligibility for participation in the Company�s employee benefits plans that are offered to salaried
employees including, without limitation, health insurance coverage, disability, participation in the Company�s 401(k)
plan and any applicable incentive programs; (vi) certain severance detailed below; and (vii) covenants not to compete
or solicit employees for eighteen months following termination or to disclose confidential information.

If Mr. Madlock�s employment is terminated for any reason other than �just cause� (as defined below), death or disability,
or if his employment is involuntarily terminated within twelve months of a change in control (as defined below), the
Company will pay Mr. Madlock: (i) severance equal to nine months� salary (or 145% of his salary in connection with a
change in control), payable over a period of nine months (or twelve months in connection with change in control) as a
part of the Company�s standard payroll; (ii) nine months of COBRA premiums (or twelve months in connection with a
change in control); and (iii) outplacement services in an amount not to exceed $25,000. Mr. Madlock�s receipt of such
benefits is subject to his delivery of a signed release of claims and the return of all property in his possession or
control that belongs to the Company. In addition, if Mr. Madlock violates the confidentiality, nonsolicitation, and
noncompetition covenants set forth in the employment agreement, the Company may terminate such benefits and
Mr. Madlock will repay any such benefits he has received in excess of one month.

Under Mr. Madlock�s employment agreement, �just cause� means any of the following: (i) the commission of any illegal
act; (ii) the commission of any act of dishonesty, fraud, gross negligence, or willful deceit in connection with his
employment; (iii) the use of alcohol or drugs to the extent such use adversely affects his ability to perform his duties
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material and willful failure to perform his assigned duties; (v) the use of illegal drugs or conviction of a crime which is
a felony or which involves theft, dishonesty, unethical conduct or moral turpitude; (vi) willful violation of any of the
provisions of the Sarbanes-Oxley Act of 2002 that are applicable to him; (vii) willful and material violation of the
Company�s written policies; or (viii) willful and material breach of his employment agreement.

Under Mr. Madlock�s employment agreement, �change in control� means: (i) any one person, or more than one person
acting as a group, acquires ownership of stock of the Company that, together with stock held by such person or group,
constitutes more than fifty percent of the total fair market value or total voting power of the stock of the Company;
(ii) any one person, or more than one person acting as a group, acquires (or has acquired during any twelve month
period) ownership of stock of the Company possessing thirty percent or more of the total voting power of the stock of
the Company; (iii) a majority of the members of the Company board is replaced during any twelve month period by
directors whose appointment is not endorsed by a majority of the members of the Company board before the date of
appointment or election; or (iv) any one person, or more than one person acting as group, acquires (or has acquired
during any twelve month period) assets from the Company that have a total gross fair market value equal to or more
than forty percent of the total gross fair market value of all of the assets of the Company immediately before such
acquisition or acquisitions.

Under the employment agreement, Mr. Madlock agrees: (i) not to disclose Company confidential information during
the term and at all times thereafter; (ii) not to compete with the Company during the term and for a period of eighteen
months thereafter; and (iii) not to solicit employees or customers during the term and for a period of eighteen months
thereafter.

In the event a change in control of the Company is consummated in fiscal year 2019, Mr. Madlock would receive
$60,000 under the terms of his fiscal year 2019 STIP, representing 50% of his targeted fiscal year 2019 STIP.

Steven M. Korwin�Senior Vice President, Quality and Engineering

Mr. Korwin�s employment agreement provides for: (i) at-will employment; (ii) a current annual base salary of
$264,702 subject to annual review by the Chief Executive Officer; (iii) eligibility for a performance bonus of 45% of
his annual base salary, based upon the STIP, provided that certain target objectives set by the Chief Executive Officer
are attained; (iv) eligibility for participation in the 2010 LTIP with an annual grant target award of $178,000;
(v) eligibility for participation in the Company�s employee benefits plans that are offered to salaried employees
including without limitation health insurance coverage, disability, participation in the Company�s 401(k) plan and any
applicable incentive programs; (vi) certain severance detailed below; and (vii) covenants not to compete or solicit
employees for eighteen months following termination or to disclose confidential information.

The provisions regarding Mr. Korwin�s termination of employment are generally the same as those of Mr. Madlock.

Under the employment agreement, Mr. Korwin agrees: (i) not to disclose Company confidential information during
the term and at all times thereafter; (ii) not to compete with the Company during the term and for a period of eighteen
months thereafter; and (iii) not to solicit employees or customers during the term and for a period of eighteen months
thereafter.

In the event a change in control of the Company is consummated in fiscal year 2019, Mr. Korwin would receive
$60,000 under the terms of his fiscal year 2019 STIP, representing 50% of his targeted fiscal year 2019 STIP.

Michael A. Gaul�Group Vice President, Manufacturing and Design Services
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bonus of 40% of his annual base salary, based on the STIP, provided that certain target objectives set by the Senior
Vice President, Operations, have been attained; (iv) eligibility for participation in the 2010 LTIP with an annual grant
target award of $125,000; (v) eligibility for participation in the Company�s employee benefits plans that are offered to
salaried employees, including, without limitation, health insurance coverage, disability, 401(k)
plan, Non-Qualified Deferred Compensation Plan and any applicable incentive programs; (vi) certain severance
detailed below; and (vii) covenants not to compete or solicit employees for eighteen months following termination or
to disclose confidential information.

If Mr. Gaul�s employment is terminated for any reason other than �cause� (as defined below), death or disability, or if his
employment is involuntarily terminated within twelve months of a change in control (as defined below), the Company
will pay Mr. Gaul: (i) severance equal to nine months� salary (or 140% of his annual base salary in connection with a
change in control), payable over a period of nine months (or twelve months in connection with change in control) as a
part of the Company�s standard payroll; (ii) nine months of COBRA premiums (or twelve months in connection with a
change in control); and (iii) outplacement services in an amount not to exceed $25,000. Mr. Gaul�s receipt of such
benefits is subject to his delivery of a signed release of claims and the return of all property in his possession or
control that belongs to the Company. In addition, if Mr. Gaul violates the confidentiality, nonsolicitation, and
noncompetition covenants set forth in the employment agreement, the Company may terminate such benefits and
Mr. Gaul will repay any such benefits he has received in excess of one month.

Under Mr. Gaul�s employment agreement, �cause� means any of the following: (a) personal dishonesty; (b) gross
negligence; (c) violation of any law, rule or regulation; (d) breach of applicable confidentiality, nonsolicitation or
noncompetition provisions to which he is subject, including such provisions under the employment agreement; (e) a
breach of any material provision of the Company�s Code of Business Conduct and Ethics or other policies and
procedures; (f) use of alcohol or drugs to the extent such use adversely affects his ability to perform his duties or
adversely affects the business reputation of Mr. Gaul or the Company; (g) use of illegal drugs; or (h) failure or refusal
to substantially perform his duties and responsibilities to the Company as reasonably determined from time to time by
the Senior Vice President, Operations of the Company (or his designee).

Under Mr. Gaul�s employment agreement �change in control� means: (i) any one person, or more than one person acting
as a group, acquires ownership of stock of the Company that, together with stock held by such person or group,
constitutes more than fifty percent of the total fair market value or total voting power of the stock of the Company;
(ii) any one person, or more than one person acting as a group, acquires (or has acquired during any twelve month
period) ownership of stock of the Company possessing thirty percent or more of the total voting power of the stock of
the Company; (iii) a majority of the members of the Company board are replaced during any twelve month period by
directors whose appointment is not endorsed by a majority of the members of the Company board before the date of
appointment or election; or (iv) any one person, or more than one person acting as a group, acquires (or has acquired
during any twelve month period) assets from the Company that have a total gross fair market value equal to or more
than forty percent of the total gross fair market value of all of the assets of the Company immediately before such
acquisition or acquisitions.

Under the employment agreement, Mr. Gaul agrees: (i) not to disclose Company confidential information during the
term and at all times thereafter; (ii) not to compete with the Company during the term and for a period of eighteen
months thereafter; and (iii) not to solicit employees or customers during the term and for a period of twelve months
thereafter.

In the event a change in control of the Company is consummated in fiscal year 2019, Mr. Gaul would receive $48,224
under the terms of his fiscal year 2019 STIP, representing 50% of his targeted fiscal year 2019 STIP.
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Effective May 26, 2015, the Company entered into an employment agreement with Joseph T. Schneider, which was
amended September 23, 2015. As described below, Mr. Schneider has resigned.
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Mr. Schneider�s employment agreement, as amended, provides for: (i) at-will employment; (ii) annual base salary of
$265,000, subject to annual review by the Chief Executive Officer; (iii) eligibility for a performance bonus of 45% of
Mr. Schneider�s annual base salary, based upon the STIP, provided that certain target objectives set by the Chief
Executive Officer are attained; (iv) eligibility for participation in the 2010 LTIP with an annual grant target award of
$150,000; (v) eligibility for participation in the Company�s employee benefits plans that are offered to salaried
employees including, without limitation, health insurance coverage, disability, participation in the Company�s 401(k)
plan and any applicable incentive programs; (vi) certain severance detailed below; and (vii) covenants not to compete
or solicit employees for twelve months following termination or to disclose confidential information.

If Mr. Schneider�s employment is terminated for any reason other than �cause� (as defined below), death or disability, or
if his employment is involuntarily terminated within twelve months of a change in control (as defined below), the
Company will pay Mr. Schneider: (i) severance equal to nine months� salary (or 145% of his annual base salary in
connection with a change in control), payable over a period of nine months (or twelve months in connection with
change in control) as a part of the Company�s standard payroll; (ii) nine months of COBRA premiums (or twelve
months in connection with a change in control); and (iii) outplacement services in an amount not to exceed $25,000.
Mr. Schneider�s receipt of such benefits is subject to his delivery of a signed release of claims and the return of all
property in his possession or control that belongs to the Company. In addition, if Mr. Schneider violates the
confidentiality, nonsolicitation, and noncompetition covenants set forth in the employment agreement, the Company
may terminate such benefits and Mr. Schneider will repay any such benefits he has received in excess of one month.

Under Mr. Schneider�s employment agreement, �cause� means any of the following: (a) personal dishonesty; (b) gross
negligence; (c) violation of any law, rule or regulation; (d) breach of applicable confidentiality, nonsolicitation or
noncompetition provisions to which he is subject, including such provisions under the employment agreement; (e) a
breach of any material provision of the Company�s Code of Business Conduct and Ethics or other policies and
procedures; (f) use of alcohol or drugs to the extent such use adversely affects his ability to perform his duties or
adversely affects the business reputation of Mr. Schneider or the Company; (g) use of illegal drugs; or (h) failure or
refusal to substantially perform his duties and responsibilities to the Company as reasonably determined from time to
time by the President and Chief Executive Officer of the Company (or his designee).

Under Mr. Schneider�s employment agreement �change in control� means: (i) any one person, or more than one person
acting as a group, acquires ownership of stock of the Company that, together with stock held by such person or group,
constitutes more than fifty percent of the total fair market value or total voting power of the stock of the Company;
(ii) any one person, or more than one person acting as a group, acquires (or has acquired during any twelve month
period) ownership of stock of the Company possessing thirty percent or more of the total voting power of the stock of
the Company; (iii) a majority of the members of the Company board are replaced during any twelve month period by
directors whose appointment is not endorsed by a majority of the members of the Company board before the date of
appointment or election; or (iv) any one person, or more than one person acting as a group, acquires (or has acquired
during any twelve month period) assets from the Company that have a total gross fair market value equal to or more
than forty percent of the total gross fair market value of all of the assets of the Company immediately before such
acquisition or acquisitions.

Under the employment agreement, Mr. Schneider agrees: (i) not to disclose Company confidential information during
the term and at all times thereafter; (ii) not to compete with the Company during the term and for a period of twelve
months thereafter; and (iii) not to solicit employees or customers during the term and for a period of twelve months
thereafter.

Mr. Schneider resigned as Senior Vice President of Sales and Marketing of the Company effective April 13, 2018.
Under the terms of his employment agreement, upon his voluntary resignation, the Company was required to pay
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Mr. Schneider remains subject to his existing restrictive covenants under the employment agreement, including a
covenant not to compete for twelve months following the date of his termination.

Parent�s Arrangements with the Company�s Executive Officers

As of the date of this proxy statement, none of the Company�s executive officers has entered into any agreement with
Parent or any of Parent�s affiliates regarding employment with, or the right to purchase the equity of, the surviving
corporation or one or more of its affiliates. However, Parent may enter into consulting or retention arrangements with
certain executive officers upon the consummation of the merger. A representative of Cerberus has communicated to
each of Mr. Gaul and Mr. Lackemacher that Parent expects to provide a retention opportunity to such individuals in an
amount equal to their current retention bonus arrangements payable on the earlier of (i) 12 months post-closing and
(ii) the employee�s involuntary termination (other than for cause).

Golden Parachute Compensation

This section sets forth information required by Item 402(t) of Regulation S-K regarding the compensation for each
named executive officer of the Company that is based on or otherwise relates to the merger. This compensation is
referred to as �golden parachute� compensation by the applicable SEC disclosure rules, and in this section we use such
term to describe the merger-related compensation payable to our named executive officers. The merger-related
compensation payable to these individuals is the subject of a non-binding, advisory vote of the Company shareholders,
as described below in the section �Proposal 2�Advisory Vote on Merger-Related Compensation for the Company�s
Named Executive Officers.�

The estimated value of the payments and benefits that the Company�s named executive officers will receive in
connection with the merger is quantified below in accordance with Item 402(t) of Regulation S-K. The estimated
values are based on (i) an assumption that the consummation of the merger occurs on January 18, 2019 (the latest
practicable date determined in accordance with Item 402(t) of Regulation S-K); (ii) the merger consideration;
(iii) salary levels as of the date of this proxy statement; (iv) the number of unvested Company equity awards held by
the named executive officers as of the date of this proxy statement, assuming a merger closing date of January 18,
2019; and (v) termination of each named executive officer�s employment without �cause� (as defined in each named
executive officer�s employment agreement) immediately after the consummation of the merger. See ��The Company�s
Employment Arrangements with Named Executive Officers� for the definition of �cause� in each named executive
officer�s employment agreement.

Depending on when the merger occurs, certain Company equity awards that would be unvested as of January 18, 2019
and included in the table below may vest independently of the merger pursuant to their terms based on continued
service with the Company. In addition, the amounts indicated below are estimates based on multiple assumptions that
may or may not actually occur, including assumptions described in this proxy statement, and do not reflect any
compensation actions that may occur before the consummation of the merger. As a result, the actual amounts, if any,
to be received by a named executive officer may materially differ from the amounts set forth below. All dollar
amounts have been rounded to the nearest whole dollar.
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The table below quantifies the estimated value of the cash severance that would be payable to each named executive
officer assuming each individual had a qualifying termination of employment on the assumed merger closing date of
January 18, 2019.

Golden Parachute Compensation

Name Cash ($) (1) Equity ($) (2)
Perquisites/

Benefits ($) (3) Total ($)  
Joseph J. Hartnett 385,000 � � 385,000  
Joseph G. McCormack 560,750 441,891 52,201 1,054,842  
Gordon B. Madlock 502,370 192,622 46,206 741,198  
Steven M. Korwin 443,818 180,782 46,206 670,806  
Michael A. Gaul 385,791 152,237 46,206 584,234  
Joseph T. Schneider (4) � � � �  

(1) Except as noted in the following table, these payments are �double-trigger� (i.e., they are triggered by a change in
control and are conditioned on the named executive officer�s qualifying termination during the twelve-month
period following the change in control) and consist of the following:

Name Salary ($)

Discretionary

Bonus
($) (A) Total ($)  

Joseph J. Hartnett � 385,000 385,000  
Joseph G. McCormack 485,750 75,000 560,750  
Gordon B. Madlock 442,370 60,000 502,370  
Steven M. Korwin 383,818 60,000 443,818  
Michael A. Gaul 337,567 48,224 385,791  
Joseph T. Schneider � � �  

(A) With the exception of Mr. Hartnett, who does not participate in the STIP, these amounts represent one-half of
fiscal year 2019 STIP targeted payouts. These payments are �single-trigger� (i.e., they are triggered by a change
in control and are not conditioned upon the named executive officer�s qualifying termination).

(2) The equity amounts consist of the �Total Cash Value� of accelerated vesting of Company RSUs described above in
the section entitled ��Treatment of Company Equity Awards� and set forth in the tables presented therein (assuming
the target level of performance has been achieved for Company RSUs). These amounts are based on the merger
consideration of $18.50 and payments are �single-trigger.�

(3) These payments are �double-trigger� and represent the payments by the Company for outplacement services and
twelve months of health insurance premiums following the consummation of the merger as follows:
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Outplacement
Services ($)

Health
Insurance
Premium
Payable by

the
Company

($) Total ($)  
Joseph J. Hartnett � � �  
Joseph G. McCormack 25,000 27,201 52,201  
Gordon B. Madlock 25,000 21,026 46,026  
Steven M. Korwin 25,000 21,026 46,026  
Michael A. Gaul 25,000 21,026 46,026  
Joseph T. Schneider � � �  

(4) Mr. Schneider resigned from the Company effective April 13, 2018.
Director and Officer Indemnification and Insurance

The merger agreement provides that Parent will, and will cause the surviving corporation to, indemnify and hold
harmless certain current employees of the Company and each present and former director and officer of the
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Company and its subsidiaries to the fullest extent permitted by applicable law against any and all costs and liabilities
incurred in connection with any suit, action, arbitration, litigation, mediation or legal, arbitral, administrative or other
proceeding arising out of or pertaining to matters existing or occurring at or prior to the effective time relating to such
person�s service with, at the request of or for the benefit of the Company or its subsidiaries, including the transactions
contemplated by the merger agreement, and will, and will cause the surviving corporation to, also advance expenses to
such persons to the fullest extent permitted by applicable law, provided that such person provides an undertaking to
repay such advances if it is ultimately determined that such person is not entitled to indemnification.

The merger agreement also provides that, from and after the effective time, Parent will cause the surviving corporation
to honor the provisions, to the extent they are enforceable under applicable law, regarding exculpation of directors,
limitation of liability of directors and officers and advancement of expenses contained in the Company�s articles of
incorporation, code of regulations, the comparable organizational documents of any of the Company�s subsidiaries or
any indemnification contract between the applicable indemnified party and the Company or any of its subsidiaries
immediately prior to the effective time. The Company has entered into an indemnification agreement with each of its
directors and officers.

Subject to certain limitations, the merger agreement also requires Parent to cause the surviving corporation to
maintain, for a period of six years after the consummation of the merger, the Company�s existing directors� and officers�
liability insurance and fiduciary liability insurance policies from an insurer with the same or better credit rating as the
Company�s current insurance carrier with benefits, levels of coverage and terms and conditions that are at least as
favorable as the Company�s policies existing immediately prior to the effective time with respect to matters existing or
occurring at or prior to the effective time, including acts or omissions in connection with the merger agreement and
the consummation of the transactions contemplated by the merger agreement. The surviving corporation will not,
however, be required to spend annually an amount greater than 300% of the annual premium paid by the Company for
the fiscal year immediately prior to the effective time. The Company may in its sole discretion obtain, prior to the
effective time, a six-year prepaid �tail� policy at an aggregate cost no greater than six times the maximum described in
the preceding sentence, providing coverage not less favorable than the Company�s policies existing immediately prior
to the effective time. For additional information, see the section of this proxy statement entitled �The Merger
Agreement�Indemnification; Directors� and Officers� Insurance.�

Material U.S. Federal Income Tax Consequences of the Merger

The following is a summary of the material U.S. federal income tax consequences of the merger to U.S. holders (as
defined below) whose shares of Company common stock are converted into the right to receive cash in the merger.
This summary does not purport to consider all aspects of U.S. federal income taxation that might be relevant to the
Company shareholders. This discussion does not address the consequences of the merger to Company shareholders
who receive cash pursuant to the exercise of dissenters� rights. This discussion applies to a Company shareholder only
if the shareholder holds shares of Company common stock as capital assets for U.S. federal income tax purposes, and
does not apply to Company shareholders that are members of a special class of persons subject to special rules,
including but not limited to:

� Shareholders that are not U.S. holders (as defined below);

� Dealers in securities;
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� Tax-exempt organizations;

� Life insurance companies;

� Financial institutions;

� Regulated investment companies;
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� Real estate investment trusts;

� Partnerships (or entities or arrangements taxable as partnerships for U.S. federal income tax purposes);

� Company shareholders that use shares of Company common stock as part of a straddle or a hedging or
conversion transaction;

� Company shareholders that have a functional currency other than the U.S. dollar;

� Company shareholders that acquired shares of Company common stock upon the exercise of stock options or
otherwise as compensation; or

� Company shareholders that hold an equity interest, actually or constructively, in Parent.
This discussion is based on the Internal Revenue Code of 1986, as amended, its legislative history, final, temporary
and proposed U.S. Treasury Regulations, published rulings and administrative guidance from the Internal Revenue
Service (which we refer to as the �IRS�) and court decisions, all as of the date of this proxy statement. These laws and
other authorities are subject to change, possibly on a retroactive basis.

This discussion addresses only U.S. federal income taxation and does not address any aspect of foreign, state, local,
alternative minimum, estate, gift or other tax law that may be applicable to a Company shareholder.

This discussion is intended to provide only a general summary of the material U.S. federal income tax consequences
of the merger to U.S. holders of shares of Company common stock. The Company does not intend for this discussion
to be a complete analysis or description of all potential U.S. federal income tax consequences of the merger. The U.S.
federal income tax laws are complex and subject to varying interpretations. Accordingly, the IRS may not agree with
the tax consequences described in this proxy statement.

If a partnership (including an entity or arrangement treated as a partnership for U.S. federal income tax purposes)
holds shares of Company common stock, the tax treatment of a partner in such partnership generally will depend on
the status of the partner and the activities of the partner and the partnership. A partner of a partnership holding shares
of Company common stock should consult the partner�s tax advisor regarding the U.S. federal income tax
consequences of the merger to the partner.

Each Company shareholder is urged to consult with the Company shareholder�s own tax advisor as to the tax
consequences of the merger in the Company shareholder�s particular circumstances, including the applicability
and effect of U.S. federal (including the alternative minimum tax), state, local and foreign tax laws and of
changes in those laws.

For purposes of this discussion, we use the term �U.S. holder� to mean a beneficial owner of shares of Company
common stock that is, for U.S. federal income tax purposes:
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� An individual who is a citizen or resident of the United States;

� A corporation (or other entity taxable as a corporation for U.S. federal income tax purposes) created or
organized under the laws of the United States or any of its political subdivisions;

� A trust that (i) is subject to the supervision of a court within the United States and the control of one or more
U.S. persons or (ii) has a valid election in effect under applicable U.S. Treasury Regulations to be treated as
a U.S. person; or

� An estate that is subject to U.S. federal income tax on the estate�s income regardless of its source.
Tax Consequences of the Merger

The exchange of shares of Company common stock for cash in the merger will generally be a taxable transaction for
U.S. federal income tax purposes. In general, a U.S. holder whose shares of Company common stock are
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converted into the right to receive cash in the merger will recognize capital gain or loss for U.S. federal income tax
purposes equal to the difference, if any, between (i) the amount of cash received with respect to such shares,
determined before the deduction of any applicable withholding taxes, as described below under ��Backup Withholding
and Information Reporting� and (ii) the U.S. holder�s adjusted tax basis in such shares. A U.S. holder�s adjusted tax basis
generally equals the price the U.S. holder paid for its shares of Company common stock less any distributions
received that were in excess of the Company�s current and accumulated earnings and profits (but not reduced below
zero). Gain or loss will be determined separately for each block of shares of Company common stock (i.e., shares
acquired at the same cost in a single transaction). Such capital gain or loss will be long-term capital gain or loss,
provided that the U.S. holder�s holding period for each such block of shares of Company common stock exceeds one
year at the effective time, and otherwise will be short-term capital gain or loss. Long-term capital gains of
non-corporate U.S. holders are generally eligible for a reduced rate of U.S. federal income taxation. There are
limitations on the deductibility of capital losses.

Medicare Tax

U.S. holders that are individuals, estates or trusts that do not fall into a special class of trusts that is exempt from such
tax are generally subject to a 3.8% tax on the lesser of (1) the U.S. holder�s �net investment income� (or �undistributed net
investment income� in the case of an estate or trust) for the relevant taxable year and (2) the excess of the U.S. holder�s
modified adjusted gross income for the taxable year over a certain threshold (which in the case of individuals will be
between $125,000 and $250,000, depending on the individual�s circumstances). A U.S. holder�s net investment income
generally includes capital gain recognized on the exchange of shares of Company common stock for cash in the
merger, unless such capital gain is derived in the ordinary course of the conduct of a trade or business (other than a
trade or business that consists of certain passive or trading activities). There are limitations on deducting capital losses
in calculating a U.S. holder�s net investment income. U.S. holders are urged to consult their own tax advisors regarding
the applicability of the Medicare tax to gain recognized on the exchange of shares of Company common stock for cash
in the merger.

Backup Withholding and Information Reporting

A U.S. holder may, under certain circumstances, be subject to information reporting and backup withholding (at a rate
of 24%) with respect to the merger consideration, unless the U.S. holder properly establishes an exemption or
provides the U.S. holder�s correct tax identification number and otherwise complies with the applicable requirements
of the backup withholding rules.

Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules can be
refunded or credited against a U.S. holder�s U.S. federal income tax liability, if any, provided that the U.S. holder
furnishes the required information to the IRS in a timely manner.

The U.S. federal income tax consequences described above are not intended to constitute a complete description
of all tax consequences relating to the merger. Because individual circumstances may differ, each Company
shareholder should consult the Company shareholder�s own tax advisor regarding the applicability of the rules
discussed above to the Company shareholder and the particular tax effects to the Company shareholder of the
merger in light of the Company shareholder�s particular circumstances and the application of state, local and
foreign tax laws.

Regulatory Approvals Required for the Merger
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The consummation of the merger is subject to the expiration or early termination of the waiting period applicable to
the consummation of the merger under the HSR Act. Subject to the terms and conditions of the merger agreement, the
parties have agreed to cooperate and use their reasonable best efforts to promptly prepare and file all necessary
documentation and to obtain as promptly as practicable all consents, registrations, approvals, permits and
authorizations necessary or advisable to consummate the merger or any of the other transactions
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contemplated by the merger agreement. These approvals include clearance or approval under the HSR Act and from
the Defense Security Service of the U.S. Department of Defense (which we refer to as �DSS�), as described further
below. Although we expect that all required regulatory clearances and approvals will be obtained, we cannot assure
you that these regulatory clearances and approvals will be timely obtained, obtained at all or that the granting of these
regulatory clearances and approvals will not involve the imposition of additional conditions on the completion of the
merger, including the requirement to divest assets, or require changes to the terms of the merger agreement.

Hart-Scott Rodino

The consummation of the merger is subject to antitrust review in the United States. Under the HSR Act, and the rules
promulgated thereunder, the merger cannot be consummated until the parties to the merger agreement have given
notification and furnished information to the Federal Trade Commission and the Department of Justice and until the
applicable 30-day waiting period has expired or has been terminated. On December 20, 2018, the Company and
Cerberus each filed a premerger notification and report form under the HSR Act, and the waiting period is scheduled
to expire on January 22, 2019. The parties requested early termination of the 30-day waiting period under the HSR
Act.

DSS

Subject to the terms and conditions in the merger agreement, Parent and the Company have agreed to use their
reasonable best efforts to (i) have the Company prepare and submit to DSS and, to the extent applicable, any other
agency of the U.S. government, notification of the merger and the other relevant transactions contemplated by the
merger agreement (which we refer to as the �DSS Notification�) pursuant to the National Industrial Security Program
Operating Manual (DoD 5220.22-M) (which we refer to as �NISPOM�); and (ii) take all steps that are, among other
things, necessary to obtain assurances, reasonably deemed sufficient by Parent or one of its subsidiaries, that neither
the DSS nor any other governmental entity of competent jurisdiction will take unfavorable actions to deny or delay the
merger, or make an unfavorable national interest determination in accordance with the NISPOM, or make any other
negative determinations concerning the Company under any applicable national or industrial security regulations of a
federal governmental entity of the U.S. Government.

On Monday, December 17, 2018, the Company�s Facility Security Officer contacted the responsible official at DSS to
notify DSS of the merger agreement and to inform the government that the Company intended to submit a written
notification of the planned transaction pursuant to Section 1-302(g) of the NISPOM. The Company is preparing to
take certain actions contemplated by the merger agreement and undertaking to provide DSS with all required
documentation during the coming weeks.
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THE MERGER AGREEMENT

The following discussion contains certain information about the merger. The discussion is subject to, and qualified in
its entirety by reference to, the merger agreement attached as Annex A to this proxy statement and incorporated
herein by reference. We urge you to read carefully this entire proxy statement, including the merger agreement
attached as Annex A, for a more complete understanding of the merger.

Explanatory Note Regarding the Merger Agreement

The merger agreement and this summary of terms are included to provide you with information regarding the terms of
the merger agreement. Factual disclosures about the Company contained in this proxy statement or in the public
reports of the Company filed with the SEC may supplement, update or modify the factual disclosures about the
Company contained in the merger agreement. The merger agreement contains representations and warranties by
Parent and Merger Sub, on the one hand, and the Company, on the other hand. The representations, warranties and
covenants made in the merger agreement by the Company, Parent and Merger Sub were qualified and subject to
important limitations that were negotiated and agreed to by the Company, on the one hand, and Parent and Merger
Sub, on the other hand. In particular, in your review of the representations and warranties contained in the merger
agreement, and described in this summary, it is important to bear in mind that the representations and warranties were
negotiated with the principal purposes of allocating risk between the parties to the merger agreement, rather than
establishing matters as facts. The representations and warranties also may be subject to a contractual standard of
materiality different from that generally relevant to investors or applicable to reports and documents filed with the
SEC, and some were qualified by certain confidential disclosures made by the Company, Parent and Merger Sub in
connection with the merger agreement and certain public filings made by the Company with the SEC. Moreover,
information concerning the subject matter of the representations and warranties, which do not purport to be accurate as
of the date of this proxy statement, may have changed since the date of the merger agreement.

For the foregoing reasons, the representations and warranties, or any descriptions of those provisions, should not be
read alone or relied upon as characterizations of the actual state of facts or condition of the Company, Parent, Merger
Sub or any of their respective subsidiaries or affiliates. Instead, such provisions or descriptions should be read only in
conjunction with the other information provided elsewhere in, or incorporated by reference into, this proxy statement.
See �Where You Can Find More Information.� The Company will provide additional disclosures in its public reports to
the extent it is aware of the existence of any material facts that are required to be disclosed under federal securities
laws and that might otherwise contradict the terms and information contained in the merger agreement and will update
such disclosure as required by federal securities laws.

Effects of the Merger; Directors and Officers

The merger agreement provides for the merger of Merger Sub with and into the Company upon the terms, and subject
to the conditions, set forth in the merger agreement and in accordance with the Ohio General Corporation Law (which
we refer to as the �OGCL�). At the effective time, the separate corporate existence of Merger Sub will cease. As the
surviving corporation, the Company will continue to exist following the merger. As a result of the merger, the
surviving corporation will be a wholly owned subsidiary of Parent.

The directors of Merger Sub immediately prior to the effective time will, from and after the effective time, be the
directors of the surviving corporation, until their respective successors have been duly elected or appointed and
qualified or until their earlier death, resignation or removal in accordance with the surviving corporation�s articles of
incorporation and code of regulations. The officers of Merger Sub immediately prior to the effective time will, from
and after the effective time, be the officers of the surviving corporation, until their respective successors have been
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surviving corporation�s articles of incorporation and code of regulations.

121

Edgar Filing: SPARTON CORP - Form DEFM14A

Table of Contents 247



Table of Contents

Closing and Effective Time of the Merger

The merger agreement provides that the closing for the merger (the �closing�) will take place on the third business day
following the first day on which all of the conditions to the closing (described in ��Conditions to the Merger� beginning
on page 145 of this proxy statement) have been satisfied or waived (other than those conditions that by their nature are
to be satisfied at the closing, but subject to the satisfaction or waiver of those conditions at the closing), or at such
other time as the Company and Parent may agree in writing.

The effective time will occur when the certificate of merger has been duly filed with the Secretary of State of the State
of Ohio (or at such later time as the Company and Parent may agree in writing and specify in the certificate of
merger).

Merger Consideration

In the merger, each share of Company common stock issued and outstanding immediately prior to the effective time
(except for excluded shares) will be converted into the right to receive the merger consideration of $18.50 in cash
without interest. Excluded shares include (1) cancelled shares, which are comprised of shares of Company common
stock owned immediately prior to the effective time by Parent, Merger Sub or any other wholly owned subsidiary of
Parent or by the Company or by any wholly owned subsidiary of the Company (including treasury stock) and
(2) dissenting shares, which are comprised of shares of Company common stock held by shareholders who have
properly exercised dissenters� rights. At the effective time, cancelled shares will automatically cease to be outstanding,
will be cancelled and will cease to exist. For information on the treatment of dissenting shares in the merger, see the
section below entitled ��Dissenters� Rights� beginning on page 124 of this proxy statement and the section entitled
�Dissenters� Rights� beginning on page 154 of this proxy statement.

Treatment of Company Equity Awards

Restricted Stock

At the effective time, with respect to each outstanding restricted share that is subject to any vesting, forfeiture,
repurchase or other lapse restriction under the Company stock plans, such vesting, forfeiture, repurchase or other lapse
restriction will lapse and such restricted share will be fully vested and will be converted into the right to receive the
merger consideration.

Restricted Stock Units

At the effective time, each outstanding Company RSU will fully vest and will be cancelled and converted into the
right to receive an amount in cash, without interest, equal to the merger consideration in respect of each share of
Company common stock underlying such Company RSU. The cash amount will be paid as soon as reasonably
practicable (but no later than five business days) after the effective time.

Stock Options

At the effective time, each outstanding stock option granted under the Company stock plans, whether vested or
unvested, that has an exercise price per share that is less than the merger consideration will fully vest and will be
cancelled and converted into the right to receive an amount in cash, without interest, equal to the product of (i) the
amount by which the merger consideration exceeds the exercise price per share of such stock option and (ii) the total
number of shares of Company common stock subject to such stock option. The cash amount will be paid as soon as
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exercise price per share that is greater than or equal to the merger consideration will be cancelled at the effective time
for no consideration or payment.
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Exchange and Payment Procedures

Prior to the effective time, Parent will select and enter into an agreement with a paying agent. Under the agreement
with the paying agent, the paying agent will act as agent for the Company shareholders in connection with the merger
and receive payment of the aggregate merger consideration to which the Company shareholders are entitled pursuant
to the merger agreement. At or prior to the effective time, Parent will deposit or cause to be deposited with the paying
agent cash in immediately available funds in an amount sufficient to fund the aggregate merger consideration payable
to the Company shareholders pursuant to the merger agreement.

Promptly after the effective time, and in any event within four business days thereafter, Parent will cause the paying
agent to mail or otherwise provide to each person who was, as of immediately prior to the effective time, a holder of
record of shares of Company common stock (other than holders of excluded shares) the following:

� transmittal materials, including a letter of transmittal, specifying that delivery of shares of Company
common stock will be effected only upon proper delivery of the certificate representing shares of Company
common stock (or affidavits of loss in lieu thereof) or book entry shares to the paying agent; and

� instructions for use in effecting the proper delivery of the certificate representing shares of Company
common stock (or affidavits of loss in lieu thereof) or book entry shares to the paying agent.

Upon surrender of a certificate representing shares of Company common stock (or affidavits of loss in lieu thereof) or
book-entry shares to the paying agent together with the properly completed and validly executed transmittal materials
and any other documents reasonably required by the transmittal material instructions or by the paying agent
(collectively, the �required transmittal materials�), the holder of a certificate representing shares of Company common
stock (or affidavits of loss in lieu thereof) or book-entry shares will be entitled to receive, and Parent will cause the
paying agent to pay and deliver promptly after the effective time, a cash amount equal to the product of the number of
shares of Company common stock represented by the holder�s certificates and book-entry shares multiplied by the
merger consideration and any certificate representing shares of Company common stock surrendered will be
cancelled. No interest will be paid or accrued on any amount payable upon due surrender of a certificate representing
shares of Company common stock (or affidavits of loss in lieu thereof) or book-entry shares.

Until surrendered in the manner contemplated above, each share of Company common stock will be deemed to
represent at any time after the effective time only the right to receive upon such surrender (together with the
transmittal materials, duly completed and validly executed in accordance with the instructions thereto, and such other
documents as may be reasonably required pursuant to the transmittal material instructions or by the paying agent) the
merger consideration pursuant to the merger agreement, except for excluded shares which are described in the section
below entitled ��Dissenters� Rights� beginning on page 124 of this proxy statement and the section entitled �Dissenters�
Rights� beginning on page 154 of this proxy statement. Parent is required to pay or cause to be paid all charges and
expenses of the paying agent set forth in the agreement with the paying agent.

Any merger consideration deposited with the paying agent (including the proceeds of any investment thereof) that
remains undistributed one year after the effective time will be delivered to Parent or the surviving corporation upon
demand by Parent. Thereafter, any holders of shares of Company common stock (other than excluded shares) will be
entitled to look only to Parent and the surviving corporation for payment of the merger consideration upon surrender
of their certificates representing shares of Company common stock (or affidavits of loss in lieu thereof) or book-entry
shares in accordance with the procedures for surrender set forth above, and Parent and the surviving corporation will
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merger consideration payable upon due surrender of such certificates representing shares of Company common stock
(or affidavits of loss in lieu thereof) or book-entry shares.
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From and after the effective time, the stock transfer books of the Company will be closed and there will be no
transfers on the stock transfer books of the Company of the shares of Company common stock that were outstanding
immediately prior to the effective time.

If any certificate representing shares of Company common stock has been lost, stolen, or destroyed, upon (i) the
making of an affidavit of that fact by the person claiming such certificate representing shares of Company common
stock to be lost, stolen or destroyed and, if required by the paying agent, the surviving corporation or Parent, the
posting by such person of a bond in a reasonable amount as the paying agent, surviving corporation or Parent may
direct as indemnity against any claim that may be made against it with respect to such certificate representing shares
of Company common stock and (ii) delivery of the required transmittal materials, the paying agent will pay and
deliver promptly after the effective time in exchange for such certificate representing shares of Company common
stock a cash amount in immediately available funds equal to the product of the number of shares of Company
common stock represented by the lost, stolen or destroyed certificate representing shares of Company common stock
multiplied by the merger consideration, without interest.

The paying agent, Parent and the surviving corporation will be entitled to deduct and withhold, or cause to be
deducted or withheld, any applicable taxes from the consideration otherwise payable pursuant to the merger agreement
to any holder of shares of Company common stock, Company restricted stock, Company RSUs or Company stock
options, and pay over such withheld amount to the appropriate governmental entity. Any amount so withheld will be
promptly remitted to the applicable governmental entity and be treated for all purposes under the merger agreement as
having been paid to the person in respect of whom such deduction and withholding was made. Further, the paying
agent, Parent and the surviving corporation will be entitled to treat the Company as a United States real property
holding corporation and the interests in the Company as United States real property interests for purposes of Sections
897 and 1445 of the Internal Revenue Code of 1986, as amended, if the Company fails to deliver to Parent a certificate
at the closing in the form attached to the merger agreement as Exhibit C, to the effect that the interests in the company
are not United States real property interests and that the Company was not, for certain periods, a real property holding
corporation.

Dissenters� Rights

Any shares of Company common stock that are held by a holder of record who is entitled to demand and properly
demands payment of the fair cash value of such shares of Company common stock as a dissenting shareholder
pursuant to, and who complies in all respect with, the provisions of Section 1701.85 of the OGCL, will not be
converted into the right to receive the merger consideration, but will instead at the effective time become entitled to
receive the fair cash value of such dissenting shares in accordance with the provisions of Section 1701.85 of the
OGCL and, at the effective time, all such dissenting shares will cease to be outstanding, will automatically be
cancelled and will cease to exist, and such holder of record will cease to have any other rights with respect to such
shares of Company common stock, except as set forth in the merger agreement and the OGCL. If any holder of record
fails to perfect or otherwise waives, withdraws or loses the right to proceed under Section 1701.85 of the OGCL or a
court of competent jurisdiction determines that such holder of record is not entitled to the relief provided by
Section 1701.85 of the OGCL, then the right of such holder of record to be paid the fair cash value of such holder of
record�s dissenting shares will be deemed to have been converted at the effective time into, and will have become, the
right to receive the merger consideration. The Company must give Parent prompt notice of any demands for the fair
cash value of the shares of Company common stock, attempted withdrawals of such demands and any other
instruments delivered to the Company pursuant to the OGCL with respect to a demand for the fair cash value of the
shares of Company common stock, and will provide Parent an opportunity to participate in all negotiations and
proceedings with respect to any demands under Section 1701.85 of the OGCL. Prior to the effective time, the
Company will not, and will not agree to, without Parent�s prior written consent, make any payment with respect to, or
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Adjustments to Prevent Dilution

If the number of shares of Company common stock or securities convertible or exchangeable into or exercisable for
shares of Company common stock issued and outstanding after the date of signing the merger agreement and prior to
the effective time are changed into a different number of shares of Company common stock or securities or a different
class as a result of a reclassification, stock split (including a reverse stock split), stock dividend or distribution,
recapitalization, merger, issuer tender or exchange offer, or other similar transaction, the merger consideration will be
equitably adjusted, without duplication, to provide the holders of shares of Company common stock the same
economic effect contemplated by the merger agreement prior to such change.

Representations and Warranties

Representations and Warranties of the Company

The merger agreement contains customary representations and warranties made by the Company to Parent and Merger
Sub that are subject, in some cases, to specified exceptions and qualifications contained in the merger agreement, in
the Company disclosure letter or in certain SEC reports filed by the Company. In particular, certain of these
representations and warranties are subject to materiality or �material adverse effect� qualifications (that is, they will not
be deemed to be untrue or incorrect unless their failure to be true or correct is material or would result in a material
adverse effect on the Company, as further described in the section entitled ��Material Adverse Effect� beginning on page
127 of this proxy statement). In addition, certain of the representations and warranties in the merger agreement are
subject to knowledge qualifications, which means that those representations and warranties would not be deemed
untrue, inaccurate or incorrect as a result of matters of which certain officers of the Company did not have actual
knowledge after reasonable inquiry.

In the merger agreement, the Company made representations and warranties to Parent and Merger Sub regarding,
among other things:

� the Company�s due organization, valid existence, good standing and authority to carry on its businesses;

� ownership of the Company�s subsidiaries;

� the Company�s capitalization, including the number of shares of Company common stock and equity-based
awards outstanding;

� the Company�s corporate power and authority to execute and deliver, and perform its obligations under, the
merger agreement and to consummate the transactions contemplated by the merger agreement, and the
enforceability of the merger agreement against the Company;

� the Company board�s determination that the merger is in the best interests of the Company shareholders, the
Company board�s authorization, approval and declaring advisable the execution, delivery and performance of
the merger agreement and the transactions contemplated by the merger agreement, direction that the
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adoption of the merger agreement be submitted to a vote at a special meeting of the Company shareholders
and recommendation that the Company shareholders adopt the merger agreement, which we refer to
collectively as the �Company board recommendation�;

� the absence of violations of, or conflicts with, the Company�s or its subsidiaries� governing documents,
governmental orders, applicable law and certain agreements as a result of the Company entering into and
performing under the merger agreement;

� the governmental consents, approvals, notices and filings required in connection with the transactions
contemplated by the merger agreement;

� the proper filing of documents by the Company with the SEC and the accuracy of the information contained
in those documents;
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� the conformity with generally accepted accounting principles of the Company�s financial statements filed
with the SEC and the absence of certain undisclosed liabilities;

� internal controls over financial reporting and disclosure controls and procedures;

� the compliance of this proxy statement with applicable laws, and the accuracy of information contained in
this proxy statement;

� the Company�s and its subsidiaries� conduct of business, in all material respects, in the ordinary course of
business between September 30, 2018 and December 11, 2018, and the absence of a material adverse effect
or certain other changes during such period;

� the absence of certain legal proceedings, investigations and governmental orders against the Company or its
subsidiaries and the completeness of information provided to Parent relating to the DOJ investigation;

� compliance with certain material contracts;

� compliance with applicable laws and the existence, effectiveness and status of necessary licenses and
permits;

� certain labor and employment matters;

� certain employee benefits matters, including matters related to Company benefit plans;

� certain tax matters;

� certain environmental matters;

� matters relating to the Company�s insurance policies;

� matters relating to the Company�s owned and leased property;

� matters relating to the Company�s intellectual property;
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� matters relating to the Company�s compliance with applicable privacy laws;

� the required vote of the Company�s shareholders to adopt the merger agreement;

� the absence of any undisclosed broker�s or finder�s fees;

� the receipt of fairness opinions from Wells Fargo Securities and Raymond James;

� the inapplicability of any anti-takeover law or anti-takeover provision of the Company�s articles of
incorporation or code of regulations to the merger.

� the absence of undisclosed affiliate arrangements required to be described under Item 404 of Regulation S-K
under the Securities Act of 1933, as amended;

� compliance with applicable export control laws, the U.S. Foreign Corrupt Practices Act of 1977, as
amended, and the UK Bribery Act 2010;

� compliance with certain contracts and bids with governmental entities;

� the validity and sufficiency of the Company�s security clearances;

� certain matters related to the Company�s material customers and material suppliers; and

� certain matters relating to the ERAPSCO JV, including (i) due organization, valid existence, good standing
and authority to carry on the ERAPSCO JV�s business, (ii) the absence of certain undisclosed liabilities,
(iii) the absence of certain legal proceedings, investigations and governmental orders against the ERAPSCO
JV, (iv) compliance with the contracts of the ERAPSCO JV and (v) compliance with applicable laws and the
existence, effectiveness and status of necessary licenses and permits.
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All of the representations and warranties of the Company with respect to the ERAPSCO JV are qualified (a) solely to
the extent that the matters contemplated by such representations and warranties are (i) within the power and under the
control of SDS or (ii) caused by or otherwise arise as a result of any actions of SDS acting in its capacity as a general
partner of the ERAPSCO JV and (b) to the extent not qualified by clause (a) above, to the knowledge of the Company.

The representations and warranties in the merger agreement of the Company will not survive the effective time.

Material Adverse Effect

Many of the Company�s representations and warranties in the merger agreement are qualified by, among other things,
exceptions relating to the absence of a �material adverse effect�, which means any change, effect, event, occurrence,
state of circumstances or development (each of which we refer to as a �Change�) that has a material adverse effect on
the business, financial condition or results of operations of the Company and its subsidiaries, taken as a whole, except
that no Change arising out of or resulting from any of the following will, either alone or in combination, constitute or
contribute to a material adverse effect:

� Changes in the economy in the United States or elsewhere in the world, including as a result of changes in
geopolitical conditions;

� Changes that affect any of the industries in which the Company or its subsidiaries do business;

� Changes in the financial, debt, capital, credit or securities markets generally in the United States or
elsewhere in the world, including changes in interest rates;

� Changes in the stock price or trading volume of the shares of Company common stock or credit rating of the
Company or any of its subsidiaries or any failure by the Company to meet published analyst estimates or
expectations of the Company�s revenue, earnings or other financial performance or results of operations for
any period, or any failure by the Company to meet its internal or published projections, budgets, plans or
forecasts of its revenues, earnings or other financial performance or results of operations for any period,
except that the Changes underlying any such Change or failure that are not otherwise excluded from the
definition of material adverse effect may be considered in determining whether there has been a material
adverse effect;

� Changes in any applicable law or generally accepted accounting principles or any principles or
interpretations of generally accepted accounting principles;

� an act of terrorism or an outbreak or escalation of hostilities or war (whether declared or not declared) or any
weather related events, force majeure events or natural disasters;

�
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the execution and delivery of the merger agreement or the public announcement or pendency of the merger
or the other transactions contemplated by the merger agreement, including any impact on relationships,
contractual or otherwise, with customers, suppliers, distributors, lenders, partners, joint venture
counterparties or employees of the Company and its subsidiaries, or any action taken or requirements
imposed by any governmental entity in connection with the merger or the other transactions contemplated by
the merger agreement; and

� any matter disclosed in the Company disclosure letter;
except, with respect to the first, second, third and sixth bullets above, in the case of Changes that disproportionally
adversely affect the Company and its subsidiaries, taken as a whole, as compared to the other companies operating in
the industries in which the Company and its subsidiaries operate, only the incremental disproportionate impact or
impacts may be taken into account in determining whether there has been a material adverse effect.

In addition, the following shall be deemed a �material adverse effect� for purposes of the merger agreement and are not
subject to the exceptions described above: (i) the suspension, debarment, or exclusion or proposed
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debarment from doing business with any governmental entity of the Company, its subsidiaries or the ERAPSCO JV,
or (ii) the declaration of the Company, its subsidiaries or the ERAPSCO JV as non-responsible or ineligible for
contracting with any governmental entity.

Representations and Warranties of Parent and Merger Sub

The merger agreement also contains customary representations and warranties made by Parent and Merger Sub to the
Company that are subject, in some cases, to specified exceptions and qualifications contained in the merger agreement
or in the Parent disclosure letter. In particular, certain of these representations and warranties are subject to knowledge
qualifications, which means that those representations and warranties would not be deemed untrue, inaccurate or
incorrect as a result of matters of which certain officers of Parent did not have actual knowledge after reasonable
inquiry. The representations and warranties of Parent and Merger Sub relate to, among other things:

� their due organization, valid existence, good standing (where recognized under applicable law) and authority
to carry on their businesses;

� their limited liability or corporate or similar power and authority to execute and deliver, and perform their
obligations under, the merger agreement and to consummate the transactions contemplated by the merger
agreement, and the enforceability of the merger agreement against them;

� the absence of violations of, or conflicts with, Parent�s or its subsidiaries� governing documents, governmental
orders, applicable law and certain agreements as a result of entering into and performing under the merger
agreement;

� the accuracy of information supplied by Parent to the Company to be included in this proxy statement;

� the absence of certain legal proceedings, investigations and governmental orders against Parent and Merger
Sub;

� the absence of any undisclosed broker�s or finder�s fees;

� the capitalization, ownership and operations of Merger Sub;

� the lack of ownership of any of the Company�s securities by Parent, Merger Sub or any of their respective
subsidiaries;

� the validity and enforceability of the equity commitment letter Parent entered into in connection with the
execution of the merger agreement and, subject to receipt of financing, the availability to Parent of sufficient
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funds to consummate the merger and the other transactions contemplated by the merger agreement;

� the absence of any requirement that the holders of any class of capital stock of Parent approve the merger
agreement;

� the validity and enforceability of the limited guarantee Parent entered into in connection with the execution
of the merger agreement and the absence of a default or breach under the limited guarantee by CIP VI;

� their independent investigation of the Company and its business and the absence of reliance by them on any
representation, warranty or other statement by any person on behalf of the Company or any of its
subsidiaries other than the representations and warranties expressly set forth in the merger agreement;

� the absence of sanctions under certain applicable laws;

� the absence of Parent, Merger Sub and all of Parent�s affiliates which would have direct or indirect ownership
or control of the surviving corporation after the effective time, from registration for any purposes under the
International Tariff and Arms Regulations (which we refer to as �ITAR�) and not having engaged in certain
actions that would result in a violation of the ITAR or the Federal Acquisition Regulations (which we refer
to as �FAR�);
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� the absence of reasons that the Company could be considered to be under foreign ownership, control or
influence under the NISPOM and the absence of any such foreign interest from having certain power to
affect the operations of Parent after the effective time; and

� the absence of information known to Parent that could be expected to result in DSS or another governmental
entity preventing or materially impairing or delaying the transactions contemplated by the merger agreement.

The representations and warranties in the merger agreement of each of Parent and Merger Sub will not survive the
effective time.

Conduct of the Company�s Business Pending the Merger

Under the merger agreement, the Company has agreed to certain restrictions on the operation of its business until the
earlier of the effective time and the termination of the merger agreement. In general, the Company and its subsidiaries
will carry on their businesses in the ordinary course of business consistent with past practice and will use
commercially reasonable efforts to preserve substantially intact their current business organizations, maintain their
current goodwill and preserve their relationships with significant customers and suppliers and other persons with
whom they have material business relationships and with governmental entities that regulate the conduct of the
business by the Company and its subsidiaries in a manner consistent with past practice and retain the services of their
officers and key employees as of the date of signing the merger agreement. In addition, except as specifically
disclosed in the Company disclosure letter, as required by applicable law or with the written consent of Parent (which
consent will not be unreasonably withheld, conditioned or delayed), the Company will not, and will not permit its
subsidiaries to:

� declare, set aside or pay any dividends on, or make any other distributions (whether in cash, stock or
property) in respect of, any of its capital stock or other voting securities or equity interests, other than cash
dividends or distributions by a wholly owned subsidiary of the Company to the Company or another wholly
owned subsidiary of the Company;

� adjust, split, combine or reclassify any of its capital stock or issue or authorize the issuance of any other
securities in respect of, in lieu of or in substitution for shares of its capital stock, other than transactions
solely between or among the Company and its wholly owned subsidiaries;

� purchase, redeem or otherwise acquire any shares of its or its subsidiaries� capital stock or other securities or
any rights, warrants or options to acquire any such shares or other securities, other than (i) the withholding of
shares of Company common stock in the ordinary course of business consistent with past practice to satisfy
tax obligations or the exercise price with respect to awards granted pursuant to the Company stock plans
and (ii) the acquisition by the Company in the ordinary course of business consistent with past practice of
awards granted pursuant to the Company stock plans in connection with the forfeiture of such awards or
rights, in each case, with respect to awards that are outstanding as of the date of signing the merger
agreement and in accordance with their terms as of the date of signing the merger agreement or granted after
the date of signing the merger agreement in accordance with the merger agreement;
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� issue, deliver, sell, pledge, dispose of, encumber or subject to any lien any shares of its capital stock,
ownership interests, any other voting securities (other than the issuance of shares by a wholly owned
subsidiary of the Company to the Company or another wholly owned subsidiary of the Company), or any
securities convertible into, exercisable or exchangeable for, or any rights, warrants or options to acquire, any
such shares, ownership interests, voting securities or convertible securities or any �phantom� stock, �phantom�
stock rights, stock appreciation rights or stock-based performance units, other than upon the vesting or
settlement of restricted shares under the Company stock plans, Company RSUs, and stock options granted
under the Company stock plans that are outstanding as of the date of signing the merger agreement or
granted after the date of signing the merger agreement in accordance with the merger agreement, in each
case, vested or settled in accordance with their terms;
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� amend, waive or rescind the Company�s articles of incorporation or code of regulations or the comparable
organizational or governing documents of any subsidiary of the Company, other than, in the case of the
organizational or governing documents of any subsidiary of the Company, amendments that effect solely
ministerial changes to such documents;

� merge or consolidate with any person, or purchase property or assets (including equity interests) of any
person, or make capital contributions to any person, in each case, other than (i) purchases of inventory,
equipment and other personal property in the ordinary course of business or, for such purchases not in the
ordinary course of business, in an amount not in excess of $1,000,000 in the aggregate, or (ii) transactions
solely between or among the Company and its wholly owned subsidiaries;

� sell, license, lease, transfer, assign, divest, cancel, abandon, or otherwise dispose of or permit a lien (other
than certain permitted liens) to be placed upon any of its properties, rights, or assets (including the
Company�s intellectual property) with a value in excess of $1,000,000 in the aggregate, other than (i) sales,
licenses, or other dispositions of assets in the ordinary course of business consistent with past practice;
(ii) sales, transfers and dispositions of obsolete, non-operating or worthless assets or properties; (iii) sales,
licenses, leases, transfers or other dispositions made in connection with any transaction between or among
the Company and its wholly owned subsidiaries or (iv) pursuant to contracts existing as of the date of
signing the merger agreement;

� incur, create, assume, redeem, prepay, defease, cancel, or, in any material respect, modify any indebtedness
of the Company or its subsidiaries or enter into any arrangement having the economic effect of any of the
foregoing, other than (i) borrowings and prepayments under the Company�s existing revolving credit facilities
in existence as of the date of the merger agreement that are made solely for working capital purposes in the
ordinary course of business consistent with past practice, (ii) the incurrence, redemption, prepayment,
defeasance, cancellation, or modification of indebtedness of the Company or a wholly owned subsidiary of
the Company to the Company or a wholly owned subsidiary of the Company, (iii) the incurrence, creation or
assumption of indebtedness to replace, renew, extend, refinance or refund any existing indebtedness on
substantially the same or more favorable terms to the Company or a subsidiary of the Company than such
existing indebtedness (including with respect to any prepayment penalties, fees or charges) and (iv) with
respect to any indebtedness not incurred, created, assumed, redeemed, prepaid, defeased, cancelled or
modified as set forth above, the incurrence, creation, assumption, redemption, prepayment, defeasance,
cancellation, or modification of indebtedness of the Company or its subsidiaries not in excess of $1,000,000
in aggregate principal amount outstanding that does not provide for any prepayment penalties, fees or
charges;

� subject to the Company�s covenant in the merger agreement related to transaction litigation, settle, terminate
or compromise any proceedings or investigations with a governmental entity or third party, in each case,
threatened, made or pending against the Company or any of its subsidiaries, in excess of $1,000,000 in the
aggregate for all such proceedings or investigations, other than the settlement, termination or compromise of
proceedings or investigations made in the ordinary course of business or for an amount (excluding any
amounts that are covered by any insurance policies of the Company or its subsidiaries, as applicable) not in
excess of the amount reflected or reserved therefor in the most recent financial statements (or the notes
thereto) of the Company included in the documents filed with the SEC by the Company since September 1,
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2016 or in excess of $1,000,000 in the aggregate for all such proceedings or investigations, except that in no
event will the Company or any of its subsidiaries settle, terminate or compromise any proceeding or
investigation if such settlement, termination or compromise involves injunctive relief against the Company
or any of its subsidiaries or restricts the conduct of the Company�s business following the effective time or
commence any proceeding without first consulting with Parent and considering its views in good faith;

� except as required pursuant to the terms of any Company benefit plan or other written agreement disclosed
to Parent in the Company disclosure letter, in each case, as in effect on the date of signing the
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merger agreement, (i) promote or hire any officers or employees to a position of vice president or more
senior without first consulting with Parent and considering its views in good faith, (ii) grant to any director
or executive officer or employee any increase in compensation or pay, or award any bonuses or incentive
compensation other than, in the case of non-executive employees, in the ordinary course of business
consistent with past practice, (iii) grant to any current or former director, executive officer or employee any
increase in severance, change of control, retention, or termination pay, (iv) grant or amend any equity
awards, (v) enter into any new, or modify any existing, employment, consulting, severance, retention or
termination agreement with any current or former director, executive officer or any other employee or
individual consultant pursuant to which the annual base salary of such individual under such agreement
exceeds $150,000, (vi) establish, adopt, enter into, terminate, waive or amend in any material respect any
collective bargaining agreement or material Company benefit plan, or (vii) take any action to accelerate any
rights or benefits under any Company benefit plan, except that the above restrictions will not restrict the
Company or any of its subsidiaries from entering into or making available to newly hired employees or to
employees in the context of promotions based on job performance or workplace requirements, in each case,
in the ordinary course of business, plans, agreements, benefits and compensation arrangements (including
incentive grants, but excluding any individual severance arrangements or any options or other equity awards)
that have a value that is consistent with the past practice of making compensation and benefits available to
newly hired or promoted employees in similar positions;

� other than as required by generally accepted accounting principles (or any interpretation thereof), including
pursuant to standards, guidelines, and interpretations of the Financial Accounting Standards Board or any
similar organization, or by law, including pursuant to SEC rule or policy, make any change in accounting
methods, principles or practices affecting the consolidated assets, liabilities or results of operations of the
Company where such change would reasonably be expected to be material to the Company and its
subsidiaries, taken as a whole;

� make any material tax election or change or rescind any material tax election or tax method of accounting or,
except as may be required by law, tax accounting period; settle or compromise any tax liability or, with
respect to any claim or assessment that does not relate to U.S. federal income tax, consent to any claim or
assessment relating to a material amount of taxes; other than in the ordinary course of business consistent
with past practice, file any amended tax return; enter into any tax allocation, sharing, indemnity or closing
contract or similar arrangement relating to any potential claim or assessment of taxes; consent to any
extension or waiver of the statute of limitations period applicable to any material taxes; or prepare any tax
return in a manner inconsistent with past practice, except as may be required by law;

� materially amend or modify or cancel or terminate, or waive any material rights under, any material contract
or create or waive any material rights with respect to any material Company real property or make any
material alterations, improvements, or modifications to any Company real property;

� enter into certain contracts that would have been considered certain specified types of material contracts for
purposes of the merger agreement if they were put into effect prior to the date of signing the merger
agreement, except in the ordinary course of business consistent with past practice or as expressly permitted
under the merger agreement;
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� adopt or enter into a plan of complete or partial liquidation, dissolution, merger, consolidation, restructuring,
recapitalization or other reorganization, other than the merger and any other mergers, consolidations,
restructurings, recapitalizations or other reorganizations solely between or among the Company and its
wholly owned subsidiaries;

� make capital expenditures or other expenditures to implement, install or integrate any new software (as
opposed to patches or repairs to existing software) used for enterprise resource planning or management of
the Company�s core business processes, or otherwise replace any such software, including any such software
used with respect to the Company�s facilities in Irvine, California, in
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excess or $300,000 in the aggregate other than for expenditures in accordance with the Company�s
expenditure plans, subject to certain limitations and requirements as described in the merger agreement;

� fail to keep in force any insurance policy or comparable replacement or revised provisions providing
insurance coverage with respect to the assets, operations and activities of the Company and its subsidiaries
as are currently in effect; or

� authorize any, or commit or agree to take any, of the foregoing prohibited actions.
From the date of signing the merger agreement until the earlier of the effective time and the termination of the merger
agreement, except as expressly permitted by the merger agreement, neither Parent nor the Company will, and each
will cause their respective subsidiaries not to, take any action that is reasonably likely to prevent, or materially impair
or delay, the consummation of the merger.

From the date of signing the merger agreement until the earlier of the effective time and the termination of the merger
agreement, except as expressly permitted by the merger agreement, the Company and SDS shall take all actions in
their respective power and within their reasonable control to carry on the business of the ERAPSCO JV in the
ordinary course consistent with past practice and shall use commercially reasonable efforts to preserve substantially
intact the current business organizations of the ERAPSCO JV, maintain the ERAPSCO JV�s goodwill and preserve the
ERAPSCO JV�s relationships with significant customers and suppliers and other persons with whom the ERAPSCO
JV has material business relationships in a manner consistent with past practice and retain the services of the
ERAPSCO JV�s general manager, officers and personnel as of the date of the merger agreement, and the Company and
SDS shall take all actions in their respective power and within their reasonable control to ensure the ERAPSCO JV
does not take certain actions specified in the merger agreement.

The merger agreement is not intended to give any of the parties to the merger agreement, directly or indirectly, the
right to control or direct another party�s operations prior to the effective time. Prior to the effective time, each party
will exercise, consistent with the terms and conditions of the merger agreement, complete control and supervision
over its operations.

Non-Solicitation of Acquisition Proposals

Non-Solicitation of Acquisition Proposals

From the date of signing the merger agreement until the earlier of the effective time and the termination of the merger
agreement, the Company is subject to restrictions on its ability to solicit third-party proposals relating to alternative
transactions or to provide information to and engage in discussions or negotiations with a third party in relation to an
alternative transaction (subject to certain exceptions prior to the time the Company shareholder approval is obtained as
described further below). Specifically, the Company, its subsidiaries, and any officers, directors, employees,
investment bankers, attorneys, accountants and other advisors or representatives (which we refer to as �representatives�)
retained by the Company or its subsidiaries in connection with the merger may not, and the Company must use its
reasonable best efforts to cause its and its subsidiaries� representatives retained by the Company or its subsidiaries
other than in connection with the merger not to, directly or indirectly:

�
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initiate, solicit or knowingly take any action to facilitate, encourage or solicit any acquisition proposal (as
defined below) or the making of any proposal that would reasonably be expected to lead to an acquisition
proposal;

� participate in any discussions or negotiations regarding, or furnish or provide any non-public information to
any person in connection with, any acquisition proposal or afford access to the business, properties, assets,
books or records of the Company or any of its subsidiaries to, or knowingly assist, participate in, facilitate or
encourage any effort relating to an acquisition proposal by, any person that is seeking to make, or has made,
an acquisition proposal;
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� except as required by applicable law, amend or grant any waiver or release under any standstill or similar
agreement with respect to any class of equity securities of the Company or any of its subsidiaries; or

� enter into any letter of intent, memorandum of understanding, agreement in principle, merger agreement,
acquisition agreement or other similar agreement relating to an acquisition proposal.

Under the merger agreement, an acquisition proposal means any inquiry, proposal or offer from any person (other than
Parent, Merger Sub or their respective affiliates) relating to (i) any direct or indirect acquisition or purchase of a
business or assets in a single transaction or series of related transactions that constitutes more than 15% of the net
revenues, net income or assets of the Company and its subsidiaries, on a consolidated basis, or more than 15% of the
issued and outstanding shares of Company common stock, (ii) any tender offer or exchange offer that if consummated
would result in any person beneficially owning, directly or indirectly, more than 15% of the issued and outstanding
shares of Company common stock (iii) any merger, reorganization, consolidation, share exchange, business
combination, recapitalization, liquidation, joint venture, partnership, dissolution or similar transaction involving the
Company (or any subsidiary or subsidiaries of the Company, in each case, whose business constitutes more than 15%
of the net revenues, net income or assets of the Company and its subsidiaries, on a consolidated basis); or (iv) any
merger, consolidation, share exchange, business combination, joint venture, partnership or similar transaction or any
reorganization, recapitalization or dissolution or similar transaction (other than a reorganization, recapitalization or
dissolution involving solely the parties to such partnership on a pro rata basis in accordance with their then-current
equity ownership), in each case, involving any partnership to which the Company is party whose business constitutes
more than 15% of the net revenues, net income or assets of the Company and its subsidiaries, on a consolidated basis.

Existing Discussions

Except as permitted under the merger agreement, the Company agreed, upon execution of the merger agreement, to
immediately cease any solicitation, discussions, or negotiations with any person (other than Parent, Parent�s affiliates
and their respective representatives) with respect to an acquisition proposal or other proposal that would reasonably be
expected to lead to an acquisition proposal that existed on or prior to the date of signing the merger agreement. The
Company agreed that it would promptly request the return or destruction of all non-public information furnished to
any person and its representatives (other than Parent, Parent�s affiliates and their respective representatives) by or on
behalf of the Company with respect to any acquisition proposal prior to the date of signing the merger agreement. Any
breach of the non-solicitation obligations described above by any subsidiary of the Company or any Company
representative will be deemed a breach by the Company.

Notice

The Company must promptly (and, in any event, within 48 hours after receipt) notify Parent of receipt by the
Company, any of the Company�s subsidiaries, or any of their respective representatives of any acquisition proposal or
any request for non-public information or inquiry relating to any acquisition proposal. The Company will provide
Parent with notice of such receipt, the identity of the person making any such acquisition proposal or request for
non-public information or inquiry, the material terms and conditions of such acquisition proposal, request or inquiry,
as applicable, and copies of any documents evidencing or delivered in connection with any such acquisition proposal,
request or inquiry. The Company will keep Parent informed on a reasonably current basis of any material
developments, discussions or negotiations regarding any such acquisition proposal, request or inquiry (including any
changes thereto), and will promptly (and, in any event, within 48 hours after receipt) provide Parent with copies of all
correspondence and written materials sent or provided to the Company or any of its subsidiaries that describes any
terms or conditions of any acquisition proposal, inquiry or request.
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Fiduciary Exception

Notwithstanding the foregoing restrictions, prior to the time the Company shareholder approval is obtained, the
Company may, subject to the Company providing prior notice to Parent:

� furnish or provide information in response to a request by a person who has made an unsolicited, bona fide
written acquisition proposal that did not result from a violation of the non-solicitation obligations described
above if the Company receives from the person requesting such information an executed confidentiality
agreement on terms not less favorable in the aggregate to the Company than the those contained in the
confidentiality agreement between the Company and Parent (such confidentiality agreement may contain
confidentiality provisions that permit the Company to comply with the terms of the merger agreement but
will not include any provisions requiring exclusive negotiations); or

� engage in discussions with such person and its representatives with respect to such acquisition proposal;
in each case if, prior to taking such action, the Company board determines in good faith, after consultation with its
financial advisors and outside legal counsel, that the acquisition proposal is, or is reasonably likely to lead to, a
superior proposal (as defined below).

In addition, the Company must provide to Parent a copy of any confidentiality agreement entered into as contemplated
in bullet one above promptly after its execution.

Under the merger agreement, a superior proposal means a bona fide, unsolicited written acquisition proposal that did
not result from the Company�s breach of the non-solicitation obligations described above and relating to any direct or
indirect acquisition or purchase of (i) assets that generate more than 50% of the consolidated total revenues and
operating income of the Company and its subsidiaries as set forth in the Company�s audited consolidated financial
statements for the fiscal year ended on July 1, 2018 in the Company�s 2018 Annual Report, (ii) assets that constitute
more than 75% of the consolidated total assets of the Company and its subsidiaries as set forth in the Company�s 2018
Annual Report, or (iii) more than 50% of the total voting power of the equity securities of the Company, in each case,
that the Company board determines in good faith is reasonably likely to be consummated in accordance with its terms,
taking into account all legal, financial and regulatory aspects of the acquisition proposal and the person making the
acquisition proposal, and if consummated, would result in a transaction more favorable to the Company shareholders
from a financial point of view than the merger (taking into account the most recent irrevocable written binding offer
proposed by Parent to amend the terms of the merger agreement).

No Change in Board Recommendation; No Entry into Alternative Transactions

No Change in Board Recommendation; No Entry into Alternative Transactions

In the merger agreement, the Company board agreed to make the Company board recommendation to the Company
shareholders. Subject to certain exceptions described below, the Company board and each committee of the Company
board may not:

�
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withdraw, fail to make or modify in a manner adverse to Parent or Merger Sub (or propose to withdraw, fail
to make or modify in a manner adverse to Parent or Merger Sub) the Company board recommendation;

� fail to include in this proxy statement the Company board recommendation;

� approve, adopt or recommend, or propose to approve, adopt or recommend, any acquisition proposal;

� if any acquisition proposal is structured as a tender or exchange offer that is commenced, fail to recommend
against the Company shareholders accepting such tender or exchange offer within
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ten business days of commencement of the tender or exchange offer pursuant to Rule 14d-2 of the Exchange
Act (or such fewer number of days as remain prior to the Company shareholders meeting, as it may be
adjourned or postponed in accordance with the merger agreement); or

� agree or resolve to take any of the foregoing prohibited actions (we refer to each of the above actions as a
�Company adverse recommendation change�).

Fiduciary Exception

Notwithstanding any of the foregoing restrictions, prior to the time the Company shareholder approval (as defined in
��Conditions to the Merger�) is obtained, if the Company, any of its subsidiaries or any of their respective representatives
receives from any person, after the date of signing the merger agreement, an unsolicited, bona fide written acquisition
proposal that did not result from a breach of the Company�s non-solicitation obligations described above and that the
Company board determines in good faith, after consultation with its financial advisors and outside legal counsel, is a
superior proposal, the Company board may, in response to such superior proposal, (i) effect a Company adverse
recommendation change or (ii) terminate the merger agreement (as described in the section below entitled
��Termination� beginning on page 147 of this proxy statement) for the purpose of entering into a definitive written
agreement concerning such a superior proposal (subject to paying the required termination payment to Parent
concurrently with such termination, as described in the section entitled ��Termination Fees� beginning on page 148 of
this proxy statement). However, the Company board may not take any such action, and as a condition precedent to
taking such action, unless:

� the Company provides Parent with at least four business days� prior written notice of the Company board�s
intention to effect a Company adverse recommendation change or terminate the merger agreement,
specifying in such notice the reasons underlying such intention and including an unredacted copy of any
relevant proposed transaction agreements, the identity of the party making the superior proposal and the
material terms of such superior proposal;

� during the four-business-day period following Parent�s receipt of such notice, Parent may propose revisions
to the terms of the transactions contemplated by the merger agreement (it being understood that any change
to the financial terms or any other material terms of the applicable superior proposal triggers an extension to
the notice period to ensure that at least two business days remain in the notice period following any such
change);

� the Company board will discuss and negotiate, and will cause its representatives to discuss and negotiate, in
good faith with Parent during the four-business-day notice period to the extent Parent reasonably desires to
discuss and negotiate; and

� at or after 5:00 p.m. eastern time on the final day of the notice period, the Company board has considered in
good faith the effect of any irrevocable written binding offer proposed by Parent to amend the terms of the
merger agreement (which we refer to as an �offered amendment�) and has determined, after consideration and
consultation with its financial advisors and outside legal counsel, and taking into consideration any offered
amendment from Parent, that the applicable acquisition proposal continues to be a superior proposal and that

Edgar Filing: SPARTON CORP - Form DEFM14A

Table of Contents 274



the failure of the Company board to effect a Company adverse recommendation change or terminate the
merger agreement would continue to be inconsistent with the Company board�s fiduciary duties under
applicable law.

The Company board may also effect a Company adverse recommendation change in response to an intervening event
(as defined below) if the Company board determines in good faith, after consultation with its financial advisors and
outside legal counsel, that the failure to effect a Company adverse recommendation change would be inconsistent with
the Company board�s fiduciary duties under applicable law. However, the Company board may not take any such
actions unless:

� the Company provides Parent with at least four business days� prior written notice of the Company board�s
intention to effect a Company adverse recommendation change, specifying in such notice the
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reasons underlying such intention and including a reasonably detailed description of the intervening event,
and during the four-business-day period following Parent�s receipt of such notice, Parent may propose
revisions to the terms of the transactions contemplated by the merger agreement;

� the Company board will negotiate, and will cause its representatives to negotiate, in good faith with Parent
during the four-business-day notice period to the extent Parent reasonably desires to negotiate; and

� at or after 5:00 p.m. eastern time on the final day of the four-business-day notice period, the Company board
has considered in good faith the effect of any offered amendment and has determined, after consideration
and consultation with its financial advisors and outside legal counsel, and taking into consideration any
offered amendment from Parent, that the failure of the Company board to effect a Company adverse
recommendation change would continue to be inconsistent with the Company board�s fiduciary duties under
applicable law.

Under the merger agreement, an intervening event means a material event, circumstance, change, effect, development
or condition that was unknown to the Company board as of the date of signing the merger agreement (or if known, the
consequences of which were unknown to the Company board as of the date of signing the merger agreement), except
that in no event does the receipt, existence or terms of an acquisition proposal constitute an intervening event.

Certain Permitted Disclosure

Nothing in the merger agreement will prevent the Company or any of its subsidiaries from taking and disclosing to the
Company shareholders a position contemplated by Rule 14d-9 or Rule 14e-2(a) under the Exchange Act or making a
disclosure to the Company shareholders if the Company board determines in good faith, after consultation with its
outside legal counsel, that a failure to do so would be inconsistent with applicable law, except that in no event will the
Company or the Company board or any committee of the Company board take any action prohibited by the
restrictions on the Company in the merger agreement related to the Company board�s ability to effect a Company
adverse recommendation change (except that any �stop, look and listen� communication that contains only the
information set forth in Rule 14d-9(f) under the Exchange Act will not be deemed a Company adverse
recommendation change), unless such action is required by applicable law and, if such action constitutes a Company
adverse recommendation change prior to the time the Company shareholder approval is obtained, then Parent will
have the right to terminate the merger agreement (as described in the section below entitled ��Termination� beginning on
page 147 of this proxy statement).

Company Shareholders Meeting

The Company has agreed to hold a special meeting (which we refer to as the �Company shareholders meeting�) as
promptly as practicable after clearance of the proxy statement by the SEC (and, in any event, within 45 days, but
subject to certain extensions for adjournment or postponement as described in the merger agreement) to consider and
vote upon the adoption of the merger agreement. Subject to the provisions of the merger agreement discussed above
under ��No Change in Board Recommendation; No Entry into Alternative Transactions� beginning on page 134 of this
proxy statement, the Company board has agreed to recommend that the Company shareholders adopt the merger
agreement in this proxy statement and in other materials and communications between the Company and the
Company shareholders and to use its reasonable best efforts to solicit the adoption of the merger agreement at the
Company shareholder meeting. The Company has agreed to keep Parent and Merger Sub reasonably informed of the
proxy solicitation results. Notwithstanding anything to the contrary in the merger agreement, the Company may not
adjourn or postpone the Company shareholder meeting, except (i) to the extent necessary to ensure that any required
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tender or exchange offer pursuant to rule 14d-2 of the Exchange Act, to the extent necessary to ensure that the
Company shall have ten business days after the
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commencement thereof to take or disclose to the Company shareholders a position contemplated by Rule 14d-9 or
Rule 14e-2(a) under the Exchange Act at least five business days in advance of a vote on the adoption of the merger
agreement, (iii) if the Company reasonably believes that it is necessary and advisable to do so, in order to solicit
additional proxies in order to obtain the Company shareholder approval or (iv) if, as of the time for which the meeting
of the Company shareholders is originally scheduled, the Company will not have sufficient shares of Company
common stock represented (either in person or by proxy) to constitute a quorum necessary to conduct the business of
the meeting of the Company shareholders.

Filings; Other Actions; Notification

General Obligations

As a general matter, the Company and its subsidiaries and Parent and its affiliates must cooperate with each other and
use their respective reasonable best efforts to take or cause to be taken all actions and do or cause to be done all things
reasonably necessary and proper on their part under the merger agreement and applicable law to consummate and
make effective the merger and the other transactions contemplated by the merger agreement as soon as practicable,
including preparing and filing as promptly as practicable all documentation to effect all necessary notices, reports and
other filings to obtain as promptly as practicable all consents, registrations, approvals, permits and authorizations
necessary or advisable to be obtained from any third party or any governmental entity in order to consummate the
merger or any of the other transactions contemplated by the merger agreement.

Efforts to Complete the Merger

The Company and Parent have agreed to cooperate with each other, to the extent not prohibited by applicable law and
under the terms and subject to the conditions contained in the merger agreement, in connection with the obtaining the
regulatory approvals described below, including by:

� promptly notifying the other of, and, if in writing, furnishing the other with copies of (or, in the case of
material oral communications, advising the other orally of) any communications from or with any
governmental entity with respect to the merger or any of the other transactions contemplated by the merger
agreement;

� permitting the other to review and discuss in advance, and considering in good faith the views of the other in
connection with, any proposed written (or any material proposed oral) communication with any
governmental entity;

� not participating, and not permitting any of its representatives to participate, in any meeting with any
governmental entity unless the party notifies the other in advance and, to the extent permitted by the
applicable governmental entity, gives the other the opportunity to attend and participate at such meeting;

� furnishing the other with copies of all correspondence and communications (and memoranda setting forth the
substance thereof) between the party and any governmental entity with respect to the merger agreement and
the merger; and
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� cooperating with the other to furnish the other party with such necessary information and reasonable
assistance as the other party may reasonably request in connection with the parties� mutual cooperation in
preparing any necessary filings or submissions of information to any governmental entity, provided that each
of Parent and Company may designate in good faith any non-public information provided to any
governmental entity as restricted to �outside antitrust counsel� only and such information may not be shared
with employees, officers, managers or directors or their equivalents of the other party without approval of
the party providing the information and such information can be redacted to remove references to the
valuation of the Company, as determined in good faith is necessary to comply
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with contractual arrangements or other confidentiality obligations or applicable law or as necessary
to address reasonable attorney client or other privilege or confidentiality concerns. In addition, either
Parent or the Company may request entry into a joint defense agreement as a condition to providing
the foregoing materials and, upon receipt of that request, the parties have agreed to work in good
faith to enter into a joint defense agreement to create and preserve attorney-client privilege in a form
and substance mutually acceptable to the parties.

Notwithstanding anything to the contrary in the merger agreement, in order to obtain the regulatory approvals
described below, the Company will not agree or consent to dispose of, license or hold separate any assets, or
otherwise commit to take or take any action that would limit Parent�s ability to retain the Company or any of its
affiliates (or any of their respective businesses, product lines or assets) or Parent or any of its affiliates (or any of their
respective businesses, product lines or assets) or agree to alter or restrict the business or commercial practices,
including any terms or conditions of any contracts, of the Company or any of its affiliates (or any of their respective
businesses, product lines or assets) without Parent�s prior written consent.

Antitrust Approval

The Company and Parent have agreed, as promptly as practicable but no later than ten business days following the
execution and delivery of the merger agreement, to file or cause to be filed with the United States Federal Trade
Commission and the Antitrust Division of the United States Department of Justice the notification and report form, if
any, required for the merger and the other transactions contemplated by the merger agreement and any supplemental
information requested in connection with filing the notification and report form, and, as promptly as practicable, to
make, or cause to be made, any filing that may be necessary or, in the reasonable opinion of Parent, advisable under
any other antitrust or competition law and provide each governmental entity with jurisdiction over enforcement of any
antitrust or competition law applicable to the Company or its subsidiaries or Parent or Parent�s affiliates all
non-privileged information and documents that are required or reasonably requested by any governmental entity or by
Parent pursuant to applicable antitrust or competition law in connection with consummation of the merger and the
other transactions contemplated by the merger agreement.

DSS Notification

The Company and Parent have also agreed to use their reasonable best efforts to (i) have the Company prepare and
submit, at the Company�s sole expense, to DSS and, to the extent applicable, any other agency of the U.S. government,
notification of the merger and the other relevant transactions contemplated by the merger agreement pursuant to
Section 1-302(g) of the NISPOM, and (ii) take all steps that are, among other things, necessary to obtain assurances,
reasonably deemed sufficient by Parent or one of its subsidiaries, that neither DSS nor any other governmental entity
of competent jurisdiction will take unfavorable actions to deny or delay the merger, or make an unfavorable national
interest determination in accordance with the NISPOM, or similar determinations under any applicable national or
industrial security regulations of any federal governmental entity of the U.S. government.

Certain Limitations on Parent�s Obligations to Obtain Regulatory Approvals

Notwithstanding anything to the contrary in the merger agreement, nothing contained in the merger agreement will
require Parent or any of its affiliates to agree to any action to (i) dispose of, license or hold separate any assets, or
otherwise take or commit to take any action that limits the freedom of action of Parent or any of its affiliates with
respect to, or their ability to retain, the Company or any of its affiliates (or any of their respective businesses, product
lines or assets) or Parent or any of its affiliates (or any of their respective businesses, product lines or assets), or
(ii) alter or restrict in any way the business or commercial practices, including any terms or conditions of any
contracts, of the Company or any of its affiliates (or any of their respective businesses, product lines or assets) or
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Parent will agree to the disposal (and the Company will agree to do so after the closing if requested by Parent) of any
assets of the Company or its subsidiaries (but not of Parent or its affiliates) that do not relate to the sonobuoy business
of the Company or its subsidiaries and that, individually or in the aggregate, are not material in any respect to the
Company and its subsidiaries.

Financing

The obligation of Parent and Merger Sub to effect the merger and the other transactions contemplated by the merger
agreement is not contingent upon the receipt by Parent of any financing.

Subject to the terms and conditions of the merger agreement, each of Parent and Merger Sub have agreed to take, or to
cause to be taken, all actions and to do, or cause to be done, all things necessary to obtain the financing under the
equity commitment letter (which we refer to as the �equity financing�) on the terms and conditions described in the
equity commitment letter, including using reasonable best efforts to (i) maintain in effect the equity commitment letter
in accordance with the terms and subject to the conditions thereof (or on such other terms as are permitted by the
merger agreement or agreed to in writing by the Company), (ii) satisfy on a timely basis, all conditions to funding that
are applicable to Parent and Merger Sub in the equity commitment letter that are within their control, (iii) comply with
its obligations pursuant to the equity commitment letter and (iv) enforce its rights pursuant to the equity commitment
letter.

Prior to the closing and as promptly as practicable following the date of the merger agreement, the Company has
agreed to and has agreed to cause its subsidiaries and its subsidiaries� respective representatives to, use commercially
reasonable efforts to cooperate with Parent, in connection with facilitating (i) the replacement (effective as of the date
of the closing) of all outstanding letters of credit of the Company or any of its subsidiaries issued under the Company�s
existing credit facility with BMO Harris Bank N.A. with letters of credit issued under the debt financing and/or the
Company providing, as of the closing date, cash or other collateral or other credit back stop satisfactory to the bank
issuing any such existing letter of credit, and (ii) the payoff of other credit facilities of the Company and its
subsidiaries as of the closing date and, as applicable, release of liens thereunder and receipt of documentation,
including customary payoff letters, confirming same. Such cooperation shall include facilitating the direct contact
between Parent and its representatives and parties under credit facilities of the Company and its subsidiaries and the
beneficiaries of the existing letters of credit with the Parent and its representatives, as well as direct contact between
such beneficiaries and the Parent�s lenders, in all such cases upon reasonable advance notice.

Prior to the effective time, the Company has agreed to, and to cause its subsidiaries to, use commercially reasonable
efforts, and shall use its commercially reasonable efforts to cause its and its subsidiaries� officers, directors, employees,
advisors and other representatives to provide to Parent such cooperation as may be reasonably requested by Parent in
connection with arranging and obtaining the debt financing; provided, however, that such requested cooperation is
otherwise consistent with the merger agreement and does not unreasonably interfere in any material respect with the
operations of the Company, its subsidiaries and the ERAPSCO JV. Such cooperation by the Company includes, at the
reasonable request of Parent:

� commenting on or assisting with the preparation (including providing information and materials to be used
in the preparation) of customary confidential information memoranda (including a private supplement) or
similar offering documents for the debt financing, customary rating agency presentations and lender
presentations; provided, however, that any such documents and rating agency presentations shall contain
disclosure and financial statements reflecting the Company as the obligor;
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� reasonably assisting in the preparation, execution and delivery of one or more credit agreements, guarantees,
pledge and security documents, supplemental indentures, currency or interest hedging arrangements, other
definitive financing documents, or other certificates, documents, or closing deliverables with respect to the
debt financing as may be reasonably requested by Parent or otherwise reasonably facilitating the pledging of
collateral (including cooperation in connection with the pay-off
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of existing indebtedness to the extent contemplated by the merger agreement and the release of related liens
and termination of security interests (including delivering payoff letters, prepayment or termination notices
as required by the terms of any existing indebtedness and delivering termination agreements and/or UCC-3
or equivalent financing statements or notices));

� furnishing Parent and Parent�s debt financing sources and their respective representatives with the required
information and such pertinent and customary information regarding the Company and its subsidiaries as
may be reasonably requested by Parent in order to consummate the debt financing;

� furnishing Parent for distribution to the debt financing sources information required by any financing sources
for compliance with applicable �know your customer� and anti-money laundering rules and regulations,
including USA Patriot Act of 2001, at least two business days prior to closing to the extent reasonably
requested at least five business days prior to the closing;

� causing the management teams of the Company and its subsidiaries with appropriate seniority and expertise
and requesting external auditors to, upon reasonable notice, participate in and prepare for a reasonable
number of meetings with prospective lenders and purchasers of the debt financing and senior management
and representatives, with appropriate seniority and expertise, of the Company and its subsidiaries,
presentations, due diligence sessions and sessions with rating agencies, and reasonably cooperating with the
marketing efforts of Parent and its financing sources, in each case in connection with the debt financing;

� cooperating reasonably with the due diligence requests of the debt financing sources, to the extent customary
and reasonable;

� cooperating reasonably with Parent in Parent�s efforts to obtain reasonable and customary consents, legal
opinions, surveys, title insurance and insurance affidavits as reasonably requested by Parent;

� providing customary authorization letters to the debt financing sources authorizing the distribution of
information to prospective lenders (subject to confidentiality provisions) and, with respect to any public-side
version of such information, confirming that such version consists exclusively of information and
documentation that does not contain information that is of a type that would not be publicly available (or
could be derived from publicly available information) and material with respect to the Company or its
subsidiaries or any of their respective securities for purposes of United States federal and state and (if
applicable to the Company and debt financing) foreign securities laws;

� using reasonable best efforts to assist Parent in connection with the preparation of pro forma financial
information and financial statements to the extent necessary or reasonably required by Parent�s financing
sources (including the debt financing source); provided, however, that neither the Company nor any of its
subsidiaries or representatives shall be responsible in any manner for information relating to the proposed
debt and equity capitalization that is required for such pro forma financial information; and
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� using reasonable best efforts to permit the prospective lenders involved in the debt financing to evaluate the
Company and its subsidiaries� current assets, cash management and accounting systems, policies and
procedures relating thereto for the purpose of establishing collateral arrangements, cooperate with Parent to
establish bank and other accounts and blocked account agreements and lock box arrangements in connection
with the foregoing and permit representatives of the one (1) prospective lender to conduct commercial field
examinations, inventory appraisals, and make audits and appraisals delivered for the purposes of any credit
facility available to Parent for purposes of its debt financing.

Parent has agreed to promptly, upon written request by the Company, reimburse the Company for any reasonable and
documented out-of-pocket expenses and costs (including (1) reasonable outside attorneys� fees and (2) fees and
expenses of the Company�s outside accounting firms engaged to assist in connection with the debt financing) incurred
by the Company, its affiliates or any of their respective representatives in connection with the
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cooperation and other obligations of the Company or its affiliates contemplated by the merger agreement and
indemnify and hold harmless the Company, its affiliates and their respective representatives from and against any and
all losses and liabilities suffered or incurred by them in connection with the arrangement of the debt financing and the
performance of their respective obligations relating thereto under the merger agreement and any information utilized
in connection therewith, except in the event such losses or liabilities arose out of or resulted from the gross negligence
or willful misconduct of such person. However, nothing in the merger agreement shall require any cooperation to the
extent that it would require the Company or any of its subsidiaries or representatives to (i) to waive or amend any
terms of the merger agreement, (ii) agree to pay any commitment or other fees or incur any other liability or obligation
prior to the effective time, (iii) provide any indemnity or reimburse any expenses prior to the effective time,
(iv) approve or perform the execution or delivery of any document or certificate in connection with the debt financing
(or any alternative financing other than the authorization letters discussed above) or that requires persons who are
directors (or equivalent) of the Company or its subsidiaries prior to the effective time (in their capacity as such) to
pass resolutions or consents to approve or authorize the debt financing (or any alternative financing) (except that, with
respect to any person who is continuing as a director or officer (or equivalent) of the Company or its subsidiaries
following the effective time, such person may execute or deliver any such documents or certificates or pass such
resolutions or consents following the effective time) or (v) take any action for which it is not indemnified hereunder.

At the reasonable request of Parent, the Company has agreed to and has agreed to cause its subsidiaries to, use
reasonable best efforts to periodically update any required information provided to Parent as may be necessary so that
such required information (i) is compliant, and (ii) meets the applicable requirements set forth in the definition of
�required information� in the merger agreement. Parent shall be permitted to disclose such information provided by the
Company or any of its affiliates or any of their respective representatives to Parent�s debt financing sources, rating
agencies and prospective lenders during syndication of the debt financing subject to Parent�s debt financing sources,
ratings agencies and prospective lenders entering into customary confidentiality undertakings with respect to such
information.

Upon the reasonable written request of the Company, the Company and its legal counsel will be given reasonable
opportunity to review and comment upon any marketing materials for debt financing sources, ratings agencies and
prospective lenders, in each case, prepared after the date of the merger agreement, that include information about the
Company or its subsidiaries prepared in connection with the debt financing. The Company has consented to the use of
all logos of the Company and its subsidiaries in connection with the debt financing so long as such logos are (i) used
solely in connection with an accurate description of the Company, its subsidiaries and the ERAPSCO JV and their
respective businesses and products or the transactions contemplated by the merger agreement and (ii) used solely in a
manner that is not intended to, or that would not reasonably be expected to, harm or disparage the Company, any of its
subsidiaries or the ERAPSCO JV or the reputation or goodwill of the Company, any of its subsidiaries or the
ERAPSCO JV.

Employee Matters

From and after the effective time until the later of the first anniversary of the date of the closing and December 31,
2019 (which we refer to as the �continuation period�), Parent has agreed to provide, or will cause the surviving
corporation to provide, each individual who is employed by the Company or any of its subsidiaries immediately
before the effective time (which we refer to as �Company employees�) and who continues employment with the
Company or any of its subsidiaries during the continuation period with compensation and benefits that are
substantially comparable in the aggregate to the compensation and benefits (including target cash incentive amounts
but excluding equity compensation incentives, severance payments and any compensation or benefits triggered in
whole or in part by the consummation of the transactions contemplated by the merger agreement or other transactions
that would constitute a �change in control� or �change of control� or similar transaction for purposes of a Company benefit
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Parent, the surviving corporation and their respective subsidiaries, as applicable, have agreed to cause each Company
benefit plan or comparable benefit plan maintained by Parent, the surviving corporation or their respective
subsidiaries in which the Company employees are eligible to participate after the date of the closing (including any
vacation and paid time-off and severance plans) to take into account each company employee�s service with the
Company or any of its subsidiaries (as well as service with any predecessor employer of the Company or any of its
subsidiaries, to the extent service with the predecessor employer is recognized by the Company or any of its
subsidiaries) for purposes of determining the company employee�s eligibility to participate and vesting in such plan
(but not for accrual of benefits other than determining the level of vacation pay accrual), except that the Company
employee�s service need not be considered to the extent that the recognition by Parent described above would result in
any duplication of benefits for the same period of service.

Parent has also agreed, to the extent permitted by applicable law and the relevant insurance carriers, to use
commercially reasonable efforts to, waive or cause the surviving corporation to waive, any pre-existing condition
limitations, exclusions, actively-at-work requirements and waiting periods under any welfare benefit plan maintained
by Parent, the surviving corporation or any of their respective subsidiaries in which Company employees (and their
eligible dependents) will be eligible to participate from and after the effective time, except to the extent that such
pre-existing condition limitations, exclusions, actively-at-work requirements and waiting periods would not have been
satisfied or waived under the comparable Company benefit plan immediately prior to the effective time. Parent will, or
will cause the surviving corporation to, for any employee who becomes covered under a group health plan of Parent or
its affiliates, recognize the dollar amount of all co-payments, deductibles and similar expenses incurred by each
Company employee (and his or her eligible dependents) during the calendar year in which the effective time occurs
for purposes of satisfying such year�s deductible and co-payment limitations under the relevant welfare benefit plans in
which they will be eligible to participate from and after the effective time.

Shareholder Litigation

The Company and Parent must promptly notify each other of, and give each other the opportunity to participate in the
defense, settlement and/or prosecution of, any proceeding (including derivative claims) brought by any of the
Company shareholders against the Company and/or members of the Company board relating to the merger or the
other transactions contemplated by the merger agreement. The Company and Parent will keep each other reasonably
informed with respect to the status of any such litigation, and the Company may not compromise, settle, come to an
arrangement regarding or agree to compromise, settle or come to an arrangement regarding any such litigation or
consent to the same, without the Parent�s prior written consent (which will not be unreasonably withheld, conditioned
or delayed).

Indemnification; Directors� and Officers� Insurance

Parent will, and will cause the surviving corporation to, indemnify and hold harmless certain employees of the
Company listed on the company disclosure letter and each present and former director and officer of the Company and
its subsidiaries (in each case, when acting in such capacity), whom we collectively refer to as the indemnified parties,
to the fullest extent permitted under applicable law from and against any and all costs, expenses (including reasonable
attorneys� fees), judgments, fines, losses, claims, damages and liabilities incurred in connection with any proceeding
arising out of or pertaining to matters existing or occurring at or prior to the effective time relating to the indemnified
party�s service with, at the request of or for the benefit of the Company or any of its subsidiaries, including the
transactions contemplated by the merger agreement. From and after the effective time, Parent will, and will cause the
surviving corporation to, advance expenses to any indemnified party claiming indemnification pursuant to the merger
agreement as incurred to the fullest extent permitted under applicable law, except that such indemnified party must
provide a written undertaking in form and substance reasonably satisfactory to Parent to repay such advances if it is
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From and after the effective time, Parent will cause the surviving corporation to honor the provisions, to the extent
they are enforceable under applicable law, regarding exculpation of directors, limitation of liability of directors and
officers and advancement of expenses contained in the Company�s articles of incorporation, code of regulations, the
comparable organizational documents of any of the Company�s subsidiaries or any indemnification contract between
the applicable indemnified party and the Company or any of its subsidiaries immediately prior to the effective time.

From and after the effective time, Parent will cause the surviving corporation to maintain for a period of at least six
years following the effective time directors� and officers� liability insurance and fiduciary liability insurance policies
(which we refer to as the �D&O policies�), with respect to matters existing or occurring at or prior to the effective time,
including for acts or omissions in connection with the merger agreement and the consummation of the transactions
contemplated by the merger agreement. The D&O policies must be from an insurance carrier with the same or better
credit rating as the Company�s current insurance carrier with benefits, levels of coverage and terms and conditions that
are at least as favorable as the Company�s D&O policies existing immediately prior to the effective time. However,
neither Parent nor the surviving corporation will be required to expend for any year of such D&O policy coverage an
annual premium amount greater than 300% of the annual premium paid by the Company for the D&O policies for the
fiscal year immediately prior to the effective time, but Parent and the surviving corporation will still be required to
obtain D&O policies with the greatest coverage available for an annual premium not exceeding such amount.

Notwithstanding Parent�s obligations described above, the Company may in its sole discretion obtain, prior to the
effective time, six year pre-paid �tail� insurance coverage, at an aggregate cost no greater than six times 300% of the
annual premium paid by the Company for the D&O policies for the fiscal year immediately prior to the effective time,
providing for D&O policy coverage not less favorable than the coverage described above. If the Company obtains
such six year pre-paid �tail� insurance policy, Parent will cause such policy to be maintained in full force and effect for
its full term and cause all obligations thereunder to be honored by the surviving corporation, and Parent will have no
further obligation to purchase or pay for the D&O policies.

Each of the indemnified parties will have the right to enforce the provisions of the merger agreement relat
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