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PART I.  FINANCIAL INFORMATION 
 
Item 1.  Financial Statements 
 
                     REX STORES CORPORATION AND SUBSIDIARIES 
 
                      CONSOLIDATED CONDENSED BALANCE SHEETS 
 
 
 
                                                              ASSETS 
 
                                                  April 30             January 31               April 30 
                                                    2000                  2000                    1999 
                                                                     (In Thousands) 
                                                                                        
ASSETS: 
      Cash and cash equivalents                   $  3,963               $ 25,609                $  9,349 
      Accounts receivable, net                       2,013                  2,569                   1,030 
      Merchandise inventory                        160,176                139,267                 144,827 
      Prepaid expenses and other                     3,236                  2,097                   2,390 
      Equity investment in limited 
         partnerships                                   --                     --                   1,364 
      Future income tax benefits                     9,837                  9,837                   9,366 
                                                  --------               --------                -------- 
        Total current assets                       179,225                179,379                 168,326 
 
PROPERTY AND EQUIPMENT, NET                        116,942                113,802                  99,304 
FUTURE INCOME TAX BENEFITS                           8,835                  8,835                   8,109 
RESTRICTED INVESTMENTS                               2,037                  2,020                   1,919 
                                                  --------               --------                -------- 
          Total assets                            $307,039               $304,036                $277,658 
                                                  ========               ========                ======== 
 
                                                LIABILITIES AND SHAREHOLDERS' EQUITY 
 
CURRENT LIABILITIES: 
      Notes payable                               $ 15,075               $     --                $     -- 
      Current portion of long-term debt              3,458                  3,303                   3,165 
      Current portion, deferred income 
         and deferred gain on 
         sale and leaseback                         11,151                 11,219                  11,440 
      Accounts payable, trade                       58,559                 46,252                  61,031 
      Accrued income taxes                              --                  1,572                      -- 
      Accrued payroll                                4,668                  6,947                   4,574 
      Other current liabilities                      9,440                  9,330                   9,639 
                                                  --------               --------                -------- 
           Total current liabilities               102,351                 78,623                  89,849 
                                                  --------               --------                -------- 
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Liabilities and Shareholders' Equity (Continued) 
 
 
 
LONG-TERM LIABILITIES: 
                                                                                           
      Long-term debt                                46,717                 46,200                  55,904 
      Deferred income                               16,368                 16,423                  16,263 
      Deferred gain on sale and 
         leaseback                                   2,747                  2,953                   3,571 
                                                  --------               --------                -------- 
           Total long-term liabilities              65,832                 65,576                  75,738 
                                                  --------               --------                -------- 
 
SHAREHOLDERS' EQUITY: 
      Common stock                                     115                    115                      98 
      Paid-in capital                              105,490                105,303                  55,715 
      Retained earnings                             96,909                 93,663                  77,457 
      Treasury stock                               (63,658)               (39,244)                (21,199) 
                                                  --------               --------                -------- 
          Total shareholders' equity               138,856                159,837                 112,071 
                                                  --------               --------                -------- 
           Total liabilities and 
             shareholders' equity                 $307,039               $304,036                $277,658 
                                                  ========               ========                ======== 
 
 
 
 
                 The accompanying notes are an integral part of 
                    these unaudited consolidated statements. 
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                     REX STORES CORPORATION AND SUBSIDIARIES 
 
                        CONSOLIDATED STATEMENTS OF INCOME 
 
 
 
                                                              Three Months Ended 
                                                                  April 30 
                                                            2000           1999 
 
                                                (In Thousands, Except Per Share Amounts) 
 
                                                                  
NET SALES                                               $ 107,183      $  99,056 
                                                        ---------      --------- 
COSTS AND EXPENSES: 
      Cost of merchandise sold                             78,449         72,613 
      Selling, general and 
        administrative expenses                            24,649         22,785 
                                                        ---------      --------- 
Total costs and expenses                                  103,098         95,398 
                                                        ---------      --------- 
INCOME FROM OPERATIONS                                      4,085          3,658 
 
INVESTMENT INCOME                                             185            149 
INTEREST EXPENSE                                           (1,172)        (1,303) 
INCOME FROM LIMITED PARTNERSHIPS                            1,230            280 
                                                        ---------      --------- 
 
Income before income taxes                                  4,328          2,784 
 
PROVISION FOR INCOME TAXES                                  1,082            697 
                                                        ---------      --------- 
NET INCOME                                              $   3,246      $   2,087 
                                                        =========      ========= 
WEIGHTED AVERAGE NUMBER OF 
    COMMON SHARES OUTSTANDING                               7,100          7,380 
                                                        =========      ========= 
BASIC NET INCOME PER SHARE                              $    0.46      $    0.28 
                                                        =========      ========= 
WEIGHTED AVERAGE NUMBER OF 
    COMMON AND COMMON EQUIVALENT 
    SHARES OUTSTANDING                                      7,770          7,638 
                                                        =========      ========= 
DILUTED NET INCOME PER SHARE                            $    0.42      $    0.27 
                                                        =========      ========= 
 
 
                 The accompanying notes are an integral part of 
                    these unaudited consolidated statements. 
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                     REX STORES CORPORATION AND SUBSIDIARIES 
 
                 CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY 
 
 
 
 
                                               Common Shares 
                             ---------------------------------------------------- 
                                    Issued                      Treasury                    Paid-in         Retained
                             Shares        Amount         Shares           Amount           Capital         Earnings
                                                                   (In Thousands) 
 
                                                                                          
Balance at 
  April 30, 1999             9,781            $ 98           2,221         $21,199         $ 55,715        $77,457 
 
Common stock 
  issued                     1,714              17              --              --           49,588             -- 
 
Treasury stock 
  acquired                      --              --           1,205          18,045               --             -- 
 
Net income                      --              --              --              --               --         16,206 
                          --------        --------        --------        --------         --------        ------- 
 
Balance at 
  January 31, 2000          11,495             115           3,426          39,244          105,303         93,663 
 
Common stock 
  issued                        16              --              (2)            (18)             187             -- 
 
Treasury stock 
  acquired                      --              --           1,358          24,432               --             -- 
 
Net income                      --              --              --              --               --          3,246 
                          --------        --------        --------         -------         --------        ------- 
Balance at 
  April 30, 2000            11,511            $115           4,782         $63,658         $105,490        $96,909 
                          ========        ========        ========         =======         ========        ======= 
 
 
 
[FN] 
 
                   The accompanying notes are an integral part 
                   of these unaudited consolidated statements. 
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                     REX STORES CORPORATION AND SUBSIDIARIES 
 
                      CONSOLIDATED STATEMENTS OF CASH FLOWS 
 
 
 
                                                               Three Months Ended 
                                                                   April 30 
                                                              2000         1999 
                                                               (In Thousands) 
 
                                                                   
CASH FLOWS FROM OPERATING ACTIVITIES: 
      Net income                                            $  3,246    $  2,087 
      Adjustments to reconcile net 
      income to net cash used in 
      operating activities: 
         Depreciation and amortization, net                      942         829 
         Equity in losses of limited 
           partnerships                                           --         474 
         Deferred income                                        (123)     (1,136) 
      Changes in assets and liabilities: 
         Accounts receivable                                     556       1,267 
         Merchandise inventory                               (20,909)    (12,825) 
         Other current assets                                 (1,139)       (353) 
         Accounts payable, trade                              12,307       8,357 
         Other current liabilities                            (3,741)       (733) 
                                                             -------     ------- 
NET CASH USED IN OPERATING ACTIVITIES                         (8,861)     (2,033) 
                                                             -------     ------- 
CASH FLOWS FROM INVESTING ACTIVITIES: 
         Capital expenditures                                 (4,350)     (1,713) 
         Capital disposals                                        62       1,023 
         Restricted investments                                  (17)        (91) 
                                                             -------     ------- 
NET CASH USED IN INVESTING ACTIVITIES                         (4,305)       (781) 
                                                             -------     ------- 
CASH FLOWS FROM FINANCING ACTIVITIES: 
         Increase in notes payable                            15,075          -- 
         Payments of long-term debt                           (1,512)     (1,203) 
         Proceeds from long-term debt                          2,184       1,680 
         Common stock issued                                     187         112 
         Treasury stock issued                                    18       1,728 
         Treasury stock acquired                             (24,432)     (2,066) 
                                                             -------     ------- 
NET CASH PROVIDED BY (USED IN) 
    FINANCING ACTIVITIES                                      (8,480)        251 
                                                             -------     ------- 
NET DECREASE IN CASH AND 
  CASH EQUIVALENTS                                           (21,646)     (2,563) 
 
CASH AND CASH EQUIVALENTS, 
      beginning of period                                     25,609      11,912 
                                                             -------     ------- 
CASH AND CASH EQUIVALENTS, 
      end of period                                          $ 3,963     $ 9,349 
                                                             =======     ======= 
 
 
 
 
                 The accompanying notes are an integral part of 
                    these unaudited consolidated statements. 
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                     REX STORES CORPORATION AND SUBSIDIARIES 
 
                   NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 
                                 April 30, 2000 
 
Note 1.  Consolidated Financial Statements 
 
         The consolidated financial statements included in this report have been 
prepared by the Company, without audit, pursuant to the rules and regulations of 
the Securities and Exchange Commission and include, in the opinion of 
management, all adjustments necessary to state fairly the information set forth 
therein. Any such adjustments were of a normal recurring nature. Certain 
information and footnote disclosures normally included in financial statements 
prepared in accordance with accounting principles generally accepted in the 
United States have been omitted pursuant to such rules and regulations, 
although the Company believes that the disclosures are adequate to make the 
information presented not misleading. It is suggested that these unaudited 
consolidated financial statements be read in conjunction with the consolidated 
financial statements and the notes thereto included in the Company's Annual 
Report on Form 10-K for the fiscal year ended January 31, 2000 (fiscal 1999). 
 
Note 2.  Accounting Policies 
 
         The interim consolidated financial statements have been prepared in 
accordance with the accounting policies described in the notes to the 
consolidated financial statements included in the Company's 1999 Annual Report 
on Form 10-K. While management believes that the procedures followed in the 
preparation of interim financial information are reasonable, the accuracy of 
some estimated amounts is dependent upon facts that will exist or calculations 
that will be accomplished at fiscal year end. Examples of such estimates include 
changes in the LIFO reserve (based upon the Company's best estimate of inflation 
to date), management bonuses and the provision for income taxes. Any adjustments 
pursuant to such estimates during the quarter were of a normal recurring nature. 
 
         Certain reclassifications have been made to prior year amounts to 
conform with their fiscal 2000 presentation. 
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Notes to Consolidated Financial Statements (Continued) 
 
Note 3.  Stock Option Plans 
 
         The following summarizes options granted, exercised and canceled or 
expired during the three months ended April 30, 2000: 
 
 
 
 
                                                         Shares Under Stock 
                                                            Option Plans 
                                                              
     Outstanding at January 31, 2000 
     ($8.125 to $22.6875 per share)                               2,649,517 
     Granted ($22.8125 per share)                                   203,000 
     Exercised ($8.125 to $17.25 per share)                         (18,097) 
                                                                  --------- 
     Outstanding at April 30, 2000 
     ($8.125 to $22.8125 per share)                               2,834,420 
                                                                  ========= 
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Item 2.  Management's Discussion and Analysis of Financial 
         Condition and Results of Operations. 
 
 
         We are a leading specialty retailer in the consumer 
electronics/appliance industry. As of April 30, 2000 we operated 235 stores in 
35 states, predominantly in small to medium sized markets under the trade name 
"REX". 
 
Fiscal Year 
 
         All references in this report to a particular fiscal year are to REX's 
fiscal year ended January 31. For example, "fiscal 1999" means the period 
February 1, 1999 to January 31, 2000. In the past, we referred to this period as 
"fiscal 2000." 
 
Results of Operations 
 
         The following table sets forth, for the periods indicated, the relative 
percentages that certain income and expense items bear to net sales: 
 
 
 
 
                                                                  Three Months Ended 
                                                                        April 30 
                                                              2000               1999 
                                                                      
Net sales                                                     100.0%             100.0% 
Cost of merchandise sold                                       73.2               73.3 
                                                              -----              ----- 
    Gross profit                                               26.8               26.7 
 
Selling, general and 
  administrative expenses                                      23.0               23.0 
                                                              -----              ----- 
    Income from operations                                      3.8                3.7 
Interest, net                                                  (0.9)              (1.2) 
Income from limited partnerships                                1.1                0.3 
                                                              -----              ----- 
    Income before income 
      taxes                                                     4.0                2.8 
 
Provision for income taxes                                      1.0                0.7 
                                                              -----              ----- 
Net income                                                      3.0%               2.1% 
                                                              =====              ===== 
 
 
 
                                       10 
 
 
 
 
 
 



 
 
 
 
Comparison of Three Months Ended April 30, 2000 and 1999 
 
         Net sales in the first quarter ended April 30, 2000 were $107.2 million 
compared to $99.1 million in the prior year's comparable period, representing an 
increase of $8.1 million or 8.2%. This increase is due to the sales contribution 
from 14 new stores opened in fiscal 1999 and an increase in comparable store 
sales of 3.6%. Fiscal 2000 includes a leap year and therefore sales for the 
first quarter of fiscal 2000 were positively impacted by including one 
additional day. 
 
         The largest product contributors to the increase in comparable store 
sales were large screen televisions (30 inch and larger) by approximately 
11.0% and DVD players by approximately 1.5%. Offsetting the increase was 
smaller screen television sales (27 inch and smaller) which negatively 
impacted comparable store sales by approximately 2.9%. We believe DVD players 
serve to replace certain VCR sales. As a result of this and falling average 
selling prices, VCR sales negatively impacted comparable store sales by 
approximately 3.6%. Other products negatively impacting comparable store 
sales were car stereos and microwaves, each by approximately 0.8%. 
 
         As of April 30, 2000 we had 235 stores compared to 227 stores one year 
earlier. There was one store opened and four closed during the first quarter of 
fiscal 2000. During the first quarter of fiscal 1999 no stores were opened and 
one was closed. 
 
         Gross profit of $28.7 million (26.8% of net sales) in the first quarter 
of fiscal 2000 was 8.7% higher than the $26.4 million (26.7% of net sales) 
recorded in the first quarter of fiscal 1999. The improvement in gross profit 
margin is a result of the shift of merchandise sales into more large screen 
televisions which generally have a higher gross profit margin than smaller 
screen televisions. This was slightly offset by the recognition of a smaller 
percentage of extended service contract revenues, which generally have a higher 
gross profit margin. 
 
         Selling, general and administrative expenses for the quarter ended 
April 30, 2000 were $24.6 million (23.0% of net sales), an 8.2% increase from 
$22.8 million (23.0% of net sales) for the first quarter of fiscal 1999. The 
increase in expense is primarily due to increased advertising, compensation and 
other expenses associated with increased sales and earnings. 
 
         Interest expense was $1.2 million for the first quarter of fiscal 2000 
versus $1.3 million for the first quarter of fiscal 1999. This reduction 
reflects the benefit of lower outstanding mortgage debt as a result of paying 
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off certain higher rate mortgage debt in the third quarter of fiscal 1999. 
 
         Results for the first quarter of fiscals 2000 and 1999 also reflect the 
impact of our equity investment in two limited partnerships which produce 
synthetic fuels. Effective February 1, 1999, we entered into an agreement to 
sell a portion of our investment in one of the limited partnerships, which 
resulted in the reduction in our ownership interest from 30% to 17%. We expect 
to receive cash payments from the sale on a quarterly basis through 2007. These 
payments are contingent upon and equal to 75% of the federal income tax credits 
attributable to the 13% interest sold. 
 
         Income from the limited partnerships was $1.2 million for the first 
quarter of fiscal 2000, all of which was income generated from the above 
identified sale. We reported income from the limited partnerships of $280,000 
for the first quarter of fiscal 1999, which consisted of $734,000 of income 
generated from the above identified sale, partially offset by a pre-tax charge 
of $454,000 to reflect our equity share in the losses of the partnerships. Our 
initial investment has been reduced to zero as of January 31, 2000 because 
of cumulative losses recorded using the equity method of accounting. 
Consequently, we have ceased recording our share of equity losses beginning 
in fiscal 2000. 
 
         Our effective tax rate was 25% for the first quarter of fiscal 2000 and 
1999 after reflecting our share of federal income tax credits earned by the 
limited partnerships under Section 29 of the Internal Revenue Code. 
 
         As a result of the foregoing, net income was $3.2 million for the first 
quarter of fiscal 2000, versus $2.1 million for the first quarter of fiscal 
1999. 
 
Liquidity and Capital Resources 
 
         Net cash used in operating activities was $8.9 million for the first 
quarter of fiscal 2000, compared to usage of $2.0 million for the first quarter 
of fiscal 1999. For the first quarter of fiscal 2000, operating cash flow was 
provided by net income of $3.2 million adjusted for the net impact of non-cash 
items of $819,000, which consist primarily of depreciation and deferred income. 
The primary use of cash was an increase in inventory of $20.9 million primarily 
due to an increase of seasonal air conditioner inventories and to support 
planned store openings. The other uses of cash were a decrease in other 
liabilities and an increase in other assets due to timing of payments of income 
taxes and compensation. Cash was also provided by a decrease in receivables of 
$556,000 and an increase in accounts payable of $12.3 million primarily due 
to the increase in inventory and timing of payments to vendors. 
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         At April 30, 2000, working capital was $76.9 million compared to $100.8 
million at January 31, 2000. The ratio of current assets to current liabilities 
was 1.8 to 1 at April 30, 2000 and 2.3 to 1 at January 31, 2000. 
 
         Capital expenditures through April 30, 2000 totaled $4.4 million and 
primarily relate to the acquisition of store sites and other construction 
expenditures associated with planned fiscal 2000 store openings. We plan to open 
30 to 35 new stores for fiscal 2000 with anticipated capital expenditures of 
approximately $25.0 to $30.0 million. We plan to fund the new store openings 
with cash generated from operations and additional mortgage debt. 
 
         Cash used in financing activities totaled approximately $8.5 million 
for the first three months of fiscal 2000. We purchased a total of 1,358,000 
shares of our common stock for $24.4 million during the first quarter of fiscal 
2000. As of April 30, 2000 we had authorization from our board of directors to 
purchase an additional 1,000,000 shares. Cash was provided by borrowings of 
$15.1 million on the line of credit during the first quarter of fiscal 2000. A 
total of approximately $84.9 million was available for borrowings on the line of 
credit as of April 30, 2000. We also received proceeds of $2.2 million from 
long-term debt borrowings related to mortgage financing for two stores. Cash was 
used for payments on long-term debt of $1.5 million, including a $770,000 
balloon payment on one mortgage. 
 
Forward-Looking Statements 
 
         This Form 10-Q contains or may contain forward-looking statements as 
defined in the Private Securities Litigation Reform Act of 1995. The words 
"believes", "estimates", "plans", "expects", "intends", "anticipates" and 
similar expressions as they relate to the Company or its management are intended 
to identify such forward-looking statements. Forward-looking statements are 
inherently subject to risks and uncertainties. Factors that could cause actual 
results to differ materially from those in the forward-looking statements are 
set forth in Exhibit 99 to the Company's Annual Report on Form 10-K for the 
fiscal year ended January 31, 2000 (File No. 0-13283). 
 
Item 3.  Quantitative and Qualitative Disclosure About Market Risk 
 
         No material changes since January 31, 2000. 
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PART II. OTHER INFORMATION 
 
Item 6.  Exhibits and Reports on Form 8-K 
 
    (a)  Exhibits.  The following exhibits are filed with this report: 
 
         10(a) 1999 Omnibus Stock Incentive Plan 
 
         27    Financial Data Schedule 
 
    (b)  Reports on Form 8-K. No reports on Form 8-K were filed during the 
quarter ended April 30, 2000. 
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                                   SIGNATURES 
 
 
         Pursuant to the requirements of the Securities Exchange Act of 1934, 
the registrant has duly caused this report to be signed on its behalf by the 
undersigned, thereunto duly authorized. 
 
 
 
                                   REX STORES CORPORATION 
                                   Registrant 
 
 
 
June 9, 2000                       /s/ Stuart A. Rose 
                                   Stuart A. Rose 
                                   Chairman of the Board 
                                   (Chief Executive Officer) 
 
 
June 9, 2000                       /s/ Douglas L. Bruggeman 
                                   Douglas L. Bruggeman 
                                   Vice President, Finance and 
                                   Treasurer 
                                   (Principal Financial and 
                                   Chief Accounting Officer) 
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                             REX STORES CORPORATION 
                        1999 OMNIBUS STOCK INCENTIVE PLAN 
 
SECTION 1. PURPOSE AND ESTABLISHMENT. 
 
         The purpose of this Plan is to benefit the Company's shareholders by 
encouraging high levels of performance by individuals who contribute to the 
success of the Company and its Subsidiaries and to enable the Company and its 
Subsidiaries to attract, motivate, retain and reward talented and experienced 
individuals. This purpose is to be accomplished by providing eligible employees 
and directors with an opportunity to acquire or increase a proprietary interest 
in the Company and/or by providing eligible employees with additional incentive 
compensation opportunities. 
 
SECTION 2. DEFINITIONS. 
 
         (a) DEFINED TERMS. The terms defined in this section shall have the 
following meanings for purposes of this Plan: 
 
         "Award" means an award granted pursuant to Section 4. 
 
         "Award Agreement" means an agreement described in Section 6 entered 
into between the Company and a Participant, setting forth the terms and 
conditions of an Award granted to a Participant. 
 
         "Beneficiary" means a person or persons (including a trust or trusts) 
validly designated by a Participant or, in the absence of a valid designation, 
entitled by will or the laws of descent and distribution, to receive the 
benefits specified in the Award Agreement and under this Plan in the event of a 
Participant's death. 
 
         "Board of Directors" or "Board" means the Board of Directors of the 
Company. 
 
         "Cash Awards" means Awards that, if paid, must be paid in cash and that 
are neither denominated in nor have a value derived from the value of, nor an 
exercise or conversion privilege at a price related to, shares of Stock, as 
described in Section 4(a)(5). 
 
         "Change in Control" means change in control as defined in Section 7(c). 
 
         "Code" means the Internal Revenue Code of 1986, as amended from time to 
time. 
 
 
 
 
 
 
 



 
 
 
 
 
         "Committee" means the Committee described in Section 8. 
 
         "Company" means REX Stores Corporation. 
 
         "Covered Employee" means any Employee who is the chief executive 
officer of the Company, or is among the four highest compensated executive 
officers of the Company (other than the chief executive officer) as determined 
pursuant to the executive compensation disclosure rules under the Exchange Act. 
 
         "Employee" means any officer or other key employee of the Company or 
any of its Subsidiaries. 
 
         "Exchange Act" means the Securities Exchange Act of 1934, as amended 
from time to time. 
 
         "Fair Market Value" means the closing price of the relevant security as 
reported on the New York Stock Exchange Composite Tape (or, if the security is 
not so listed or if the principal market on which it is traded is not the New 
York Stock Exchange, such other reporting system as shall be selected by the 
Committee) on the relevant date, or if no sale of the security is reported for 
that date, the next preceding day for which there is a reported sale. The 
Committee shall determine the Fair Market Value of any security that is not 
publicly traded, using criteria as it shall determine, in its sole discretion, 
to be appropriate for the valuation. 
 
         "Insider" means any person who is subject to Section 16(b) of the 
Exchange Act. 
 
         "Nonemployee Director" means any member of the Board of Directors of 
the Company who is not an employee of the Company or any of its Subsidiaries. 
 
         "Option" means a Nonqualified Stock Option as described in Section 
4(a)(1). 
 
         "Participant" means an Employee or a Nonemployee Director who is 
granted an Award pursuant to this Plan that remains outstanding. 
 
         "Performance-Based Awards" is defined in Section 4(b). 
 
         "Performance Goal" and "Performance Goals" means one or more of the 
performance goals specified in Section 4(b)(3). 
 
         "Rule 16b-3" means Rule 16b-3 under Section 16 of the Exchange Act, as 
amended from time to time. 
 
         "Stock" means shares of Common Stock of the Company, par value $.01 per 
share. 
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         "Stock-Based Awards" means Awards that are payable or denominated in or 
have a value derived from the value of, or an exercise or conversion privilege 
at a price related to, shares of Stock, as described in Sections 4(a)(1) through 
(4). 
 
         "Subsidiary" means, as to any person, any corporation, association, 
partnership, joint venture or other business entity of which 50% or more of the 
voting stock or other equity interests (in the case of entities other than 
corporations), is owned or controlled (directly or indirectly) by that entity, 
or by one or more of the Subsidiaries of that entity, or by a combination 
thereof. 
 
         (b) FINANCIAL AND ACCOUNTING TERMS. Except as the context otherwise 
requires, financial and accounting terms, including terms defined herein as 
Performance Goals, are used as defined for purposes of, and shall be determined 
in accordance with, generally accepted accounting principles and as derived from 
the audited consolidated financial statements of the Company. 
 
SECTION 3. ELIGIBILITY. 
 
         (a) EMPLOYEES. Any one or more Awards may be granted to any Employee 
who is designated by the Committee to receive an Award. 
 
         (b) NONEMPLOYEE DIRECTORS. Nonemployee Directors are eligible for 
grants of Nonqualified Stock Options as provided in Section 4(d). 
 
SECTION 4. AWARDS. 
 
         (a) TYPE OF AWARDS. The Committee may grant any of the following types 
of Awards, either singly, in tandem or in combination with other Awards: 
 
                  (1) Options. An Option is a right to purchase a specified 
number of shares of Stock at a specified price during such specified time as the 
Committee may determine. An Option granted under this Plan shall be a 
Nonqualified Stock Option that is not intended to comply with the requirements 
of Code Section 422. The exercise price of each Option granted under this Plan 
shall not be less than the Fair Market Value of the Stock on the date the Option 
is granted or, if the exercise price of an Option is reduced by amendment, the 
Fair Market Value of the Stock on the date of amendment. Each Option granted 
under this Plan shall be exercisable in whole or in part and at such intervals 
or in such installments as the Committee may determine. 
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                  (2) Stock Appreciation Rights. A Stock Appreciation Right is a 
right to receive, upon surrender of the right, but without payment, an amount 
based on appreciation in the value of Stock over a base price established in the 
Award, payable in cash and/or Stock, at times and upon conditions (which may 
include a Change in Control) as may be approved by the Committee. The minimum 
base price of a Stock Appreciation Right granted under this Plan shall be not 
less than the lowest of the Fair Market Value of the underlying Stock on the 
date the Stock Appreciation Right is granted or, if the base price of a Stock 
Appreciation Right is reduced by amendment, the Fair Market Value of the Stock 
on the date of the amendment, or, in the case of a Stock Appreciation Right 
related to an Option, the exercise price of the related Option. A Stock 
Appreciation Right may be granted in tandem with, in addition to, or independent 
of an Option or any other Award under this Plan. A Stock Appreciation Right 
issued in tandem with an Option may be granted at the time of grant of the 
related Option or at any time thereafter during the term of the Option. The 
exercise of either a Stock Appreciation Right issued in tandem with an Option or 
exercise of the related Option shall automatically cancel the Participant's 
right under the tandem Award with respect to the number of shares so exercised. 
 
                  (3) Restricted Stock. Restricted Stock is Stock that is issued 
to a Participant, but subject to restrictions on transfer and/or such other 
restrictions on incidents of ownership as the Committee may determine. 
Restricted Stock Awards to Covered Employees that are either granted or vest 
upon attainment of one or more of the Performance Goals may be granted as 
Performance-Based Awards under Section 4(b). 
 
                  (4) Other Stock-Based Awards. The Committee may from time to 
time grant Stock or the right to purchase Stock, or other Stock-Based Awards 
including, but not limited to, bonus stock, phantom stock or units, performance 
stock or units, dividend equivalents, or similar securities or rights that have 
a value derived from the value of, or an exercise or conversion privilege at a 
price related to, or that are otherwise payable in, shares of Stock. The Awards 
shall be in a form determined by the Committee, not inconsistent with the other 
terms of this Plan. Awards under this Section 4(a)(4) to Covered Employees that 
are either granted or become vested, exercisable or payable based on attainment 
of one or more of the Performance Goals may be granted as Performance-Based 
Awards under Section 4(b). 
 
                  (5) Cash Awards. Cash Awards provide Participants with the 
opportunity to earn a cash payment based upon the level of performance of the 
Company relative to one or more Performance Goals established by the Committee 
for an award cycle of more than one but not more than five years. For each award 
cycle, the 
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Committee shall determine the size of the Cash Awards, the Performance Goals, 
the performance targets as to each of the Performance Goals, the level or levels 
of achievement necessary for award payments and the weighting of the Performance 
Goals, if more than one Performance Goal is applicable. Cash Awards to Covered 
Employees that are either granted or become vested, exercisable or payable based 
on attainment of one or more Performance Goals may only be granted as 
Performance-Based Awards under Section 4(b). 
 
         (b) SPECIAL PERFORMANCE-BASED AWARDS. Any of the type of Awards listed 
in Section 4(a) may be granted as awards that satisfy the requirements for 
"performance-based compensation" within the meaning of Code Section 162(m) 
("Performance-Based Awards"), the grant, vesting, exercisability or payment of 
which depends on the degree of achievement of the Performance Goals relative to 
preestablished targeted levels for the Company on a consolidated basis. Any 
Option or Stock Appreciation Right with an exercise price or a base price not 
less than Fair Market Value on the date of grant shall be subject only to the 
requirements of clauses (1), (2) and (4)(A) below in order for such Awards to 
satisfy the requirements for Performance-Based Awards under this Section 4(b) 
(such Awards are hereinafter referred to as a "Qualifying Option" or a 
"Qualifying Stock Appreciation Right," respectively). With the exception of any 
Qualifying Option or Qualifying Stock Appreciation Right, an Award intended to 
satisfy the requirements of this Section 4(b) shall be designated as a 
Performance-Based Award at the time of grant. 
 
                  (1) Shareholder Approval. The material terms of 
Performance-Based Awards shall be approved by a majority vote of shareholders of 
the Company before the compensation is paid. 
 
                  (2) Eligible Class. The eligible class of persons for 
Performance-Based Awards shall be all Employees. 
 
                  (3) Performance Goals. The performance goals for any 
Performance-Based Awards (other than Qualifying Options and Qualifying Stock 
Appreciation Rights) shall be, on an absolute or relative basis, one or more of 
the following: earnings per share, return on stockholders equity, common stock 
price per share, total stockholder return, net sales, income from operations, 
income before income taxes, net income, comparable store sales or market share. 
The specific performance target(s) with respect to Performance Goal(s) must be 
established by the Committee in advance of the deadlines applicable under Code 
Section 162(m) and while the performance relating to the Performance Goal(s) 
remains substantially uncertain. 
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                  (4) Individual Limits. 
 
                           (A) Stock-Based Awards. The maximum number of shares 
         of Stock that are issuable under Options, Stock Appreciation Rights, 
         Restricted Stock or other Stock-Based Awards granted as 
         Performance-Based Awards to any Participant during the period Awards 
         may be made under this Plan shall not exceed the total number of shares 
         available under this Plan. Awards that are cancelled or repriced during 
         such period shall be counted against this limit to the extent required 
         by Code Section 162(m). 
 
                           (B) Cash Awards. The aggregate amount of compensation 
         to be paid to any Participant in respect of those Cash Awards that are 
         granted during any fiscal year of the Company as Performance-Based 
         Awards shall not exceed $1,000,000. 
 
                  (5) Committee Certification. Before any Performance-Based 
Award (other than Qualifying Options and Qualifying Stock Appreciation Rights) 
is paid, the Committee must certify in writing that the applicable Performance 
Goal(s) and other material terms of the Performance-Based Award were satisfied, 
provided that a Performance-Based Award may be paid without regard to the 
satisfaction of the applicable Performance Goal in the event of a Change in 
Control as provided in Section 7(b). 
 
                  (6) Terms and Conditions of Awards; Committee Discretion to 
Reduce Performance Awards. The Committee shall have discretion to determine the 
conditions, restrictions or other limitations, in accordance with the terms of 
this Plan and Code Section 162(m), on the payment of individual 
Performance-Based Awards. To the extent set forth in an Award Agreement, the 
Committee may reserve the right to reduce the amount payable in accordance with 
any standards or any other basis (including the Committee's discretion), as the 
Committee may impose. 
 
                  (7) Adjustments for Material Changes. In the event of (i) a 
change in corporate capitalization, a corporate transaction or a complete or 
partial corporate liquidation, (ii) any extraordinary gain or loss or other 
event that is treated for accounting purposes as an extraordinary item under 
generally accepted accounting principles or (iii) any material change in 
accounting policies or practices affecting the Company and/or the Performance 
Goals or targets, then, to the extent any of the foregoing events (or a material 
effect thereof) was not anticipated at the time the targets were set, the 
Committee may make adjustments to the Performance Goals and/or targets, applied 
as of the date of the event, and based solely on objective criteria, so as to 
neutralize, in the Committee's judgment, the effect of the event on the 
applicable Performance-Based Award. 
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                  (8) Interpretation. Except as specifically provided in this 
Section 4(b), the provisions of this Section 4(b) shall be interpreted and 
administered by the Committee in a manner consistent with the requirements for 
exemption of Performance-Based Awards granted to Covered Employees as 
"performance-based compensation" under Code Section 162(m) and regulations and 
other interpretations issued by the Internal Revenue Service thereunder. 
 
         (c) MAXIMUM TERM OF AWARDS. No Award that contemplates exercise or 
conversion may be exercised or converted to any extent, and no other Award that 
defers vesting, shall remain outstanding and unexercised, unconverted or 
unvested more than ten years after the date the Award was initially granted. 
 
         (d) NONEMPLOYEE DIRECTOR AWARDS. On the date of each annual meeting of 
shareholders of the Company on and after the effective date of this Plan, each 
Nonemployee Director shall be granted a Nonqualified Stock Option to purchase a 
number of shares of Stock such that the exercise price of the Option multiplied 
by the number of shares subject to the Option is as near as possible to 
$100,000, but in no event more than 10,000 shares. The exercise price of each 
such Nonqualified Stock Option shall be the Fair Market Value of the Stock on 
the date of grant. Each Nonqualified Stock Option granted pursuant to this 
Section 4(d) shall become exercisable in five equal annual installments 
commencing on the first anniversary of the date of grant and shall expire ten 
years from the date of grant. The other terms of this Plan shall apply to 
Nonqualified Stock Options granted pursuant to this Section 4(d) to the extent 
consistent with this Section 4(d). 
 
SECTION 5. SHARES OF STOCK SUBJECT TO PLAN. 
 
         (a) AGGREGATE LIMIT. The maximum number of shares of Stock for which 
Stock-Based Awards may be granted under this Plan is 2,000,000, subject to 
adjustment as provided in this Section 5 or Section 7. 
 
         (b) REISSUE OF SHARES. Any unexercised, unconverted or undistributed 
portion of any expired, cancelled, terminated or forfeited Stock-Based Award, or 
any Stock-Based Award settled in cash, shall again be available for Award under 
Section 5(a), whether or not the Participant has received benefits of ownership 
(such as dividends or dividend equivalents or voting rights) during the period 
in which the Participant's ownership was restricted or otherwise not vested. 
Shares of Stock that are issued pursuant to Awards and subsequently reacquired 
by the Company pursuant to the terms and conditions of the Awards shall be 
available for reissuance under this Plan. 
 
 
 
 
 
                                       7 
 
 
 
 
 
 
 
 



 
 
 
 
 
         (c) INTERPRETIVE ISSUES. Additional rules for determining the number of 
shares of Stock authorized under this Plan may be adopted by the Committee, as 
it deems necessary or appropriate. 
 
         (d) TREASURY SHARES; NO FRACTIONAL SHARES. The Stock which may be 
issued or otherwise delivered pursuant to an Award under this Plan may be 
treasury or authorized but unissued Stock or Stock acquired, subsequently or in 
anticipation of a transaction under this Plan, in the open market or in 
privately negotiated transactions to satisfy the requirements of this Plan. No 
fractional shares shall be issued but fractional interests may be accumulated. 
 
         (e) CONSIDERATION. The Stock issued under this Plan may be issued for 
any lawful form of consideration, the value of which equals the par value of the 
Stock or such greater or lesser value as the Committee, consistent with Sections 
10(d) and 4(a)(1) and (2), may require. 
 
         (f) PURCHASE OR EXERCISE PRICE; WITHHOLDING. The exercise or purchase 
price of the Stock issuable pursuant to any Award and any withholding obligation 
under applicable tax laws shall be paid in cash or, subject to the Committee's 
express authorization and the restrictions, conditions and procedures as the 
Committee may impose, any one or combination of (i) cash, (ii) the delivery of 
shares of Stock or (iii) a reduction in the amount of Stock or other amounts 
otherwise issuable or payable pursuant to such Award. In the case of a payment 
by the means described in clause (ii) or (iii) above, the Stock to be so 
delivered or offset shall be determined by reference to the Fair Market Value of 
the Stock on the date as of which the payment or offset is made. 
 
         (g) CASHLESS EXERCISE. The Committee may permit the exercise of the 
Award and payment of any applicable withholding tax in respect of an Award by 
delivery of written notice, subject to the Company's receipt of a third party 
payment in full in cash for the exercise price and the applicable withholding 
prior to issuance of Stock, in the manner and subject to the procedures as may 
be established by the Committee. 
 
SECTION 6. AWARD AGREEMENTS. 
 
         Each Award under this Plan shall be evidenced by an Award Agreement in 
a form approved by the Committee setting forth, in the case of Stock-Based 
Awards, the number of shares of Stock or units subject to the Award, the price 
(if any) and term of the Award and, in the case of Performance-Based Awards, the 
applicable Performance Goals. The Award Agreement shall also set forth (or 
incorporate by reference) other material terms and conditions applicable to the 
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Award as determined by the Committee consistent with the limitations of this 
Plan. 
 
         (a) INCORPORATED PROVISIONS. Award Agreements shall be subject to the 
terms of this Plan and shall be deemed to include the following terms, unless 
the Committee in the Award Agreement otherwise (consistent with applicable legal 
considerations) provides: 
 
                  (1) Non-transferability. The Award shall not be assignable nor 
transferable, except by will or by the laws of descent and distribution. During 
the lifetime of a Participant, the Award shall be exercised only by such 
Participant or by his or her guardian or legal representative. The designation 
of a Beneficiary hereunder shall not constitute a prohibited transfer. 
Notwithstanding the foregoing, a Participant, with the approval of the 
Committee, may transfer a Nonqualified Stock Option for no consideration to or 
for the benefit of the Participant's immediate family, to a trust for the 
benefit of the Participant's immediate family or to a partnership or limited 
liability company for one or more members of the Participant's immediate family, 
subject to such limits as the Committee may establish, and the transferee shall 
remain subject to all the terms and conditions applicable to the Option prior to 
such transfer. "Immediate family" means a child, stepchild, grandchild, parent, 
stepparent, grandparent, spouse, sibling, mother-in-law, father-in-law, 
son-in-law, daughter-in-law, brother-in-law or sister-in-law, and includes 
adoptive relationships as well as the Participant. 
 
                  (2) Rights as Stockholder. A Participant shall have no rights 
as a holder of Stock with respect to any unissued securities covered by an Award 
until the date the Participant becomes the holder of record of the securities. 
Except as provided in Section 7, no adjustment or other provision shall be made 
for dividends or other stockholder rights, except to the extent that the Award 
Agreement provides for dividend equivalents or similar economic benefits. 
 
                  (3) Withholding. The Participant shall be responsible for 
payment of any taxes or similar charges required by law to be withheld from an 
Award or an amount paid in satisfaction of an Award and these obligations shall 
be paid by the Participant on or prior to the payment of the Award. In the case 
of an Award payable in cash, the withholding obligation shall be satisfied by 
withholding the applicable amount and paying the net amount in cash to the 
Participant. In the case of an Award paid in shares of Stock, a Participant 
shall satisfy the withholding obligation as provided in Section 5(f). 
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                  (4) Option Holding Period. Subject to the authority of the 
Committee under Section 7, a minimum six-month period shall elapse between the 
date of initial grant of any Option and the sale of the underlying shares of 
Stock, and the Company may impose legend and other restrictions on the Stock 
issued on exercise of the Options to enforce this requirement. 
 
                  (5) Termination of Employee Options. Each Option granted to an 
Employee shall terminate and may no longer be exercised if the Participant 
ceases for any reason to be an Employee, except that: 
 
                           (A) If the Participant's employment shall have 
                  terminated for any reason other than cause, disability (as 
                  defined below) or death, the Participant may, at any time 
                  within a period of six months after such termination of 
                  employment, exercise the Option to the extent the Option was 
                  exercisable by the Participant on the date of termination of 
                  employment. 
 
                           (B) If the Participant's employment shall have been 
                  terminated because of disability within the meaning of Code 
                  Section 22(e)(3), the Participant may at any time within a 
                  period of one year after such termination of employment 
                  exercise the Option to the extent the Option was exercisable 
                  by the Participant on the date of termination of employment. 
 
                           (C) If the Participant dies at a time when the Option 
                  was exercisable by the Participant, a Beneficiary to whom the 
                  Option has been transferred may, within six months following 
                  the death, exercise the Option to the extent the Option might 
                  have been exercised at the time of the Participant's death. 
 
                           (D) No Option granted to an Employee may be exercised 
                  to any extent by anyone after the expiration date of the 
                  Option. 
 
                  (6) Termination of Nonemployee Director Options. 
 
                           (A) In the event of the termination of service on the 
                  Board of a Nonemployee Director other than by reason of 
                  retirement, disability (as defined above) or death, the 
                  Nonemployee Director may, at any time within six months after 
                  such termination of service, exercise the Option to the extent 
                  the Option was exercisable by the Nonemployee Director on the 
                  date of termination of service. 
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                           (B) In the event of termination of service by reason 
                  of retirement or disability (as defined above), each 
                  outstanding Option shall continue to become exercisable in 
                  accordance with Section 4(d). In the event of the death of the 
                  holder of any Option granted pursuant to Section 4(d), each 
                  outstanding Option shall become immediately exercisable in 
                  full and may be exercised by a Beneficiary to whom the Option 
                  has been transferred at any time within two years after death. 
 
                           (C) No Option granted to a Nonemployee Director may 
                  be exercised to any extent by anyone after the expiration date 
                  of the Option. 
 
         (b) OTHER PROVISIONS. Award Agreements may include other terms and 
conditions as the Committee shall approve, including but not limited to the 
following: 
 
                  (1) Termination of Employment. A provision describing the 
treatment of an Award in the event of the retirement, disability, death or other 
termination of a Participant's employment with or services to the Company, 
including any provisions relating to the vesting, exercisability, forfeiture or 
cancellation of the Award in these circumstances, subject, in the case of 
Performance-Based Awards, to the requirements for "performance-based 
compensation" under Code Section 162(m) and, in the case of Options, to the 
requirements of Sections 6(a)(5) and (6). 
 
                  (2) Vesting; Effect of Termination; Change in Control. Any 
other terms consistent with the terms of this Plan as are necessary and 
appropriate to effect the Award to the Participant, including but not limited to 
the vesting provisions, any requirements for continued employment, any other 
restrictions or conditions (including performance requirements) of the Award and 
the method by which the restrictions or conditions lapse, and the effect on the 
Award of a Change in Control. 
 
                  (3) Replacement and Substitution. Any provisions permitting or 
requiring the surrender of outstanding Awards or securities held by the 
Participant in whole or in part in order to exercise or realize rights under or 
as a condition precedent to other Awards, or in exchange for the grant of new or 
amended Awards under similar or different terms. 
 
                  (4) Reloading. Any provisions for successive or replenished 
Awards, including but not limited to reload Options. 
 
         (c) CONTRACT RIGHTS, FORMS AND SIGNATURES. Any obligation of the 
Company to any Participant with respect to an Award shall be 
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based solely upon contractual obligations created by this Plan and an Award 
Agreement. No Award shall be enforceable until the Award Agreement or a receipt 
has been signed by the Participant and the Company. By executing the Award 
Agreement or receipt, a Participant shall be deemed to have accepted and 
consented to the terms of this Plan. Unless the Award Agreement otherwise 
expressly provides, there shall be no third party beneficiaries of the 
obligations of the Company to the Participant under the Award Agreement. 
 
SECTION 7. ADJUSTMENTS; CHANGE IN CONTROL. 
 
         (a) ADJUSTMENTS. If there shall occur any recapitalization, stock split 
(including a stock split in the form of a stock dividend), reverse stock split, 
merger, combination, consolidation, or other reorganization or any extraordinary 
dividend or other extraordinary distribution in respect of the Stock (whether in 
the form of cash, Stock or other property), or any split-up, spin-off, 
extraordinary redemption, or exchange of outstanding Stock, or there shall occur 
any other similar corporate transaction or event in respect of the Stock, or a 
sale of substantially all the assets of the Company as an entirety, then the 
Committee shall, in the manner and to the extent as it deems appropriate and 
equitable to the Participants and consistent with the terms of this Plan, and 
taking into consideration the effect of the event on the holders of the Stock: 
 
                  (1) proportionately adjust any or all of 
 
                           (A) the number and type of shares of Stock and units 
         which thereafter may be made the subject of Awards (including the 
         specific maximums and numbers of shares of Stock or units set forth 
         elsewhere in this Plan), 
 
                           (B) the number and type of shares of Stock, other 
         property, units or cash subject to any or all outstanding Awards, 
 
                           (C) the grant, purchase or exercise price, or 
         conversion ratio of any or all outstanding Awards, or of the Stock, 
         other property or units underlying the Awards, 
 
                           (D) the securities, cash or other property 
         deliverable upon exercise or conversion of any or all outstanding 
         Awards, 
 
                           (E) subject to Section 4(b), the performance targets 
         or standards appropriate to any outstanding Performance-Based Awards, 
         or 
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                           (F) any other terms as are affected by the event; or 
 
                  (2) subject to any  applicable  limitations in the case of a 
transaction to be accounted for as a pooling of interests under generally 
accepted accounting principles, provide for 
 
                           (A) an appropriate and proportionate cash settlement 
         or distribution, or 
 
                           (B) the substitution or exchange of any or all 
         outstanding Awards, or the cash, securities or property deliverable on 
         exercise, conversion or vesting of the Awards; 
 
The Committee may act prior to an event described in this Section 7(a) 
(including at the time of an Award by means of more specific provisions in the 
Award Agreement) if deemed necessary or appropriate to permit the Participant to 
realize the benefits intended to be conveyed by an Award in respect of the Stock 
in the case of such an event. 
 
         (b) CHANGE IN CONTROL. The Committee may, in the Award Agreement, 
provide for the effect of a Change in Control on an Award. Such provisions may 
include, but are not limited to any one or more of the following with respect to 
any or all Awards: (i) the specific consequences of a Change in Control on the 
Awards, (ii) a reservation of the Committee's right to determine in its 
discretion at any time that there shall be full acceleration or no acceleration 
of benefits under the Awards, (iii) that only certain or limited benefits under 
the Awards shall be accelerated, (iv) that the Awards shall be accelerated for a 
limited time only, or (v) that acceleration of the Awards shall be subject to 
additional conditions precedent (such as a termination of employment following a 
Change in Control). 
 
         In addition to any action required or authorized by the terms of an 
Award, the Committee may take any other action it deems appropriate to ensure 
the equitable treatment of Participants in the event of or in anticipation of a 
Change in Control, including but not limited to any one or more of the following 
with respect to any or all Awards: (i) the acceleration or extension of time 
periods for purposes of exercising, vesting in, or realizing gain from, the 
Awards, (ii) the waiver of conditions on the Awards that were imposed for the 
benefit of the Company, (iii) provision for the cash settlement of the Awards 
for their equivalent cash value, as determined by the Committee, as of the date 
of the Change in Control, or (iv) such other modification or adjustment to the 
Awards as the Committee deems appropriate to maintain and protect the rights and 
interests of Participants upon or following the Change in Control. The Committee 
also may accord any Participant 
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a right to refuse any acceleration of exercisability, vesting or benefits, 
whether pursuant to the Award Agreement or otherwise, in such circumstances as 
the Committee may approve. 
 
         Notwithstanding the foregoing provisions of this Section 7(b) or any 
provision in an Award Agreement to the contrary, (i) in no event shall the 
Committee be deemed to have discretion to accelerate or not accelerate or make 
other changes in or to any or all Awards, in respect of a transaction, if such 
action or inaction would be inconsistent with or would otherwise frustrate the 
intended accounting for a proposed transaction as a pooling of interests under 
generally accepted accounting principles, and (ii) if any Award to any Insider 
is accelerated to a date that is less than six months after the date of the 
Award, the Committee may prohibit a sale of the underlying Stock (other than a 
sale by operation or law in exchange for or through conversion into other 
securities), and the Company may impose legend and other restrictions on the 
Stock to enforce this prohibition. 
 
         (c) CHANGE IN CONTROL DEFINITION. For purposes of this Plan, a change 
in control means a change in control of a nature that would be required to be 
reported in response to Item 6(e) of Schedule 14A of Regulation 14A promulgated 
under the Exchange Act, provided that, without limitation, such a change in 
control shall include and be deemed to occur upon the following events: 
 
                  (1) Any "person" (as such term is used in Sections 13(d) and 
14(d)(2) of the Exchange Act, but excluding any person described in and 
satisfying the conditions of Rule 13d-l(b)(1) thereunder), other than the 
Company, its Subsidiaries or any employee benefit plan of the Company or any of 
its Subsidiaries, becomes the "beneficial owner" (as defined in Rule 13d-3 under 
the Exchange Act), directly or indirectly, of securities of the Company 
representing 25% or more of the combined voting power of the Company's then 
outstanding securities. 
 
                  (2) The "Incumbent Directors" cease to constitute at least a 
majority of the Board. For purposes hereof, "Incumbent Directors" means the 
members of the Board at the effective date of this Plan and the persons elected 
or nominated for election as their successors or pursuant to increases in the 
size of the Board by a vote of at least two-thirds of the Board members then 
still in office (or successors or additional members so elected or nominated). 
 
                  (3) The stockholders of the Company approve a merger, 
combination, consolidation, recapitalization or other reorganization of the 
Company with one or more other entities that are not Subsidiaries and, as a 
result of the transaction, less than 50% of the outstanding voting securities of 
the surviving or resulting corporation shall immediately after the event be 
owned in the 
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aggregate by the stockholders of the Company (directly or indirectly), 
determined on the basis of record ownership as of the date of determination of 
holders entitled to vote on the action (or in the absence of a vote, the day 
immediately prior to the event). 
 
                  (4) The stockholders of the Company approve a plan of 
liquidation and dissolution or the sale or transfer of substantially all of the 
Company's business and/or assets as an entirety to an entity that is not a 
Subsidiary. 
 
Notwithstanding the foregoing, no Change in Control shall be deemed to have 
occurred if, prior to such time as a Change in Control would otherwise be deemed 
to have occurred, the Board determines otherwise. 
 
SECTION 8. ADMINISTRATION. 
 
         (a) COMMITTEE AUTHORITY AND STRUCTURE. This Plan and all Awards granted 
under this Plan shall be administered by the Compensation Committee of the Board 
or such other committee of the Board as may be designated by the Board and 
constituted so as to permit this Plan to comply with the "Non-Employee Director" 
requirement of Rule 16b-3 under the Exchange Act and the "outside director" 
requirement of Code Section 162(m). The members of the Committee shall be 
designated by the Board. A majority of the members of the Committee (but not 
fewer than two) shall constitute a quorum. The vote of a majority of a quorum or 
the unanimous written consent of the Committee shall constitute action by the 
Committee. 
 
         (b) SELECTION AND GRANT. The Committee shall have the authority to 
determine the Employees to whom Awards will be granted under this Plan, the type 
of Awards to be made, and the nature, amount, pricing, timing and other terms of 
Awards to be made to any one or more of these individuals, subject to the terms 
of this Plan. 
 
         (c) CONSTRUCTION AND INTERPRETATION. The Committee shall have the power 
to interpret and administer this Plan and Award Agreements, and to adopt, amend 
and rescind related rules and procedures. All questions of interpretation and 
determinations with respect to this Plan, the number of shares of Stock, Stock 
Appreciation Rights, or units or other Awards granted, and the terms of any 
Award Agreements, the adjustments required or permitted by Section 7, and other 
determinations hereunder shall be made by the Committee and its determination 
shall be final and conclusive upon all parties in interest. In the event of any 
conflict between an Award Agreement and any non-discretionary provisions of this 
Plan, the terms of this Plan shall govern. 
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         (d) EXPRESS AUTHORITY (AND LIMITATIONS ON AUTHORITY) TO CHANGE TERMS OF 
AWARDS. Without limiting the Committee's authority under other provisions of 
this Plan, but subject to any express limitations of this Plan, the Committee 
shall have the authority to accelerate the exercisability or vesting of an 
Award, to extend the term or waive early termination provisions of an Award 
(subject to the maximum ten-year term under Section 4(c)), to waive the 
Company's rights with respect to an Award or restrictive conditions of an Award 
(including forfeiture conditions), and to reduce by amendment the exercise or 
purchase price of an outstanding Award, with or without adjusting any holding 
period or other terms of the Award, in any case in such circumstances as the 
Committee deems appropriate. Except as provided in Section 7, no amendment to an 
outstanding Award shall increase the number of shares subject to, comprising or 
referenced in such Award. 
 
         (e) RULE 16b-3 CONDITIONS; BIFURCATION OF PLAN. It is the intent of the 
Company that this Plan and Stock-Based Awards hereunder satisfy and be 
interpreted in a manner, that, in the case of Participants who are or may be 
Insiders, satisfies the applicable requirements of Rule 16b-3, so that these 
persons will be entitled to the benefits of Rule 16b-3 or other exemptive rules 
under Section 16 of the Exchange Act and will not be subjected to avoidable 
liability thereunder as to Awards intended to be entitled to the benefits of 
Rule 16b-3. If any provision of this Plan or of any Award would otherwise 
frustrate or conflict with the intent expressed in this Section 8(e), that 
provision to the extent possible shall be interpreted and deemed amended so as 
to avoid such conflict. To the extent of any remaining irreconcilable conflict 
with this intent, the provision shall be deemed disregarded as to Awards 
intended as Rule 16b-3 exempt Awards. The provisions of this Plan may at any 
time be bifurcated by the Board or the Committee in any manner so that certain 
provisions of this Plan or any Award Agreement intended (or required in order) 
to satisfy the applicable requirements of Rule 16b-3 are only applicable to 
Insiders and to those Awards to Insiders intended to satisfy the requirements of 
Rule 16b-3. 
 
         (f) DELEGATION. The Committee may delegate to the officers or employees 
of the Company the authority to execute and deliver those instruments and 
documents, to do all acts and things, and to take all other steps deemed 
necessary, advisable or convenient for the effective administration of this Plan 
in accordance with its terms and purpose, except that the Committee may not 
delegate any discretionary authority to grant or amend an Award or with respect 
to substantive decisions or functions regarding this Plan or Awards as these 
relate to the material terms of Performance-Based Awards to Covered Employees or 
to the timing, eligibility, pricing, amount or other material terms of Awards to 
Insiders. 
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         (g) EXCULPATION AND INDEMNITY. Neither the Company nor any member of 
the Board of Directors or of the Committee, nor any other person participating 
in any determination of any question under this Plan, or in the interpretation, 
administration or application of this Plan, shall have any liability to any 
party for any action taken or not taken in good faith under this Plan or for the 
failure of an Award (or action in respect of an Award) to satisfy Code 
requirements or to realize other intended tax consequences, to qualify for 
exemption or relief under Rule 16b-3 or to comply with any other law, compliance 
with which is not required on the part of the Company. 
 
SECTION 9. AMENDMENT AND TERMINATION OF THIS PLAN. 
 
         The Board of Directors may at any time amend, suspend or discontinue 
this Plan. The Committee may at any time alter or amend any or all Award 
Agreements under this Plan in any manner that would be authorized for a new 
Award under this Plan. Notwithstanding the foregoing, no such action by the 
Board or the Committee shall, in any manner adverse to a Participant other than 
as expressly permitted by the terms of an Award Agreement, affect any Award then 
outstanding and evidenced by an Award Agreement without the consent in writing 
of the Participant or a Beneficiary who has become entitled to an Award. 
 
SECTION 10. MISCELLANEOUS. 
 
         (a) UNFUNDED PLAN. This Plan shall be unfunded. Neither the Company, 
the Board of Directors nor the Committee shall be required to segregate any 
assets that may at any time be represented by Awards made pursuant to this Plan. 
Neither the Company, the Committee, nor the Board of Directors shall be deemed 
to be a trustee of any amounts to be paid or securities to be issued under this 
Plan. 
 
         (b) RIGHTS OF EMPLOYEES. 
 
                  (1) No Right to an Award. Status as an Employee shall not be 
construed as a commitment that any one or more Awards will be made under this 
Plan to an Employee or to Employees generally. Status as a Participant shall not 
entitle the Participant to any additional Award. 
 
                  (2) No Assurance of Employment. Nothing contained in this Plan 
(or in any other documents related to this Plan or to any Award) shall confer 
upon any Employee or Participant any right to continue in the employ or other 
service of the Company or any Subsidiary or constitute any contract (of 
employment or otherwise) or limit in any way the right of the Company or any 
Subsidiary to 
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change a person's compensation or other benefits or to terminate the employment 
of a person with or without cause. 
 
         (c) EFFECTIVE DATE; DURATION. This Plan has been adopted by the Board 
of Directors of the Company on April 19, 2000, effective as of March 26, 1999. 
This Plan shall remain in effect until discontinued by the Board of Directors. 
All Awards made under this Plan prior to its discontinuance shall remain in 
effect until such Awards have been exercised, converted or terminated under the 
terms of this Plan and applicable Award Agreements. 
 
         (d) COMPLIANCE WITH LAWS. This Plan, Award Agreements, and the grant, 
exercise, conversion, operation and vesting of Awards, and the issuance and 
delivery of shares of Stock and/or other securities or property or the payment 
of cash under this Plan, Awards or Award Agreements, are subject to compliance 
with all applicable federal and state laws, rules and regulations (including but 
not limited to state and federal insider trading, registration, reporting and 
other securities laws and federal margin requirements) and to such approvals by 
any listing, regulatory or governmental authority as may, in the opinion of 
counsel for the Company, be necessary or advisable in connection therewith. Any 
securities delivered under this Plan shall be subject to such restrictions (and 
the person acquiring such securities shall, if requested by the Company, provide 
such evidence, assurance and representations to the Company as to compliance 
with any thereof) as the Company may deem necessary or desirable to assure 
compliance with all applicable legal requirements. 
 
         (e) APPLICABLE LAW. This Plan, Award Agreements and any related 
documents and matters shall be governed in accordance with the laws of the State 
of Ohio, except as to matters of federal law. 
 
         (f) NON-EXCLUSIVITY OF PLAN. Nothing in this Plan shall limit or be 
deemed to limit the authority of the Company, the Board or the Committee to 
grant awards or authorize any other compensation, with or without reference to 
the Stock, under any other plan or authority. 
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