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The following is an excerpt from the earnings press release issued by each of Westcorp and WFS Financial Inc
(collectively, the Company ) on April 26, 2005:

As previously announced, the Company is in the process of converting Western Financial Bank to a California state
commercial bank and merging WFS Financial into Western Financial Bank as part of the acquisition of the minority
interest in WFS Financial. The conversion is contingent upon approval by the Board of Governors of the Federal
Reserve of the Company s application to become a bank holding company. The merger is contingent on the conversion
to a commercial bank and remains subject to approval by the majority of WES Financial s minority shareholders. The
approval process for the conversion is taking longer than originally expected, and the Company is currently exploring
other alternatives in the event that the proposed conversion and related merger cannot go forward as planned.

The following is an excerpt from the Company s joint conference call (the Conference Call ) held on April 26, 2005
(including excerpts from the question and answer portion of the Conference Call):

As previously announced, there has been a delay in the application process with the Federal Reserve. While the
application process is confidential, we continue to assemble information and respond to the questions and concerns
that they ve raised.

At some point during the year, we expect the adjustments related to our conversion and merger to impact our reported
financial results. Excluding these potential effects, we now expect to earn approximately $250 to $255 million or
roughly $4.75 to $4.85 per share.

The impact of the merger and conversion, which includes purchase accounting adjustments and additional outstanding
shares, is dependent, to a large extent, on the timing of those events. We expect that purchase accounting adjustments
will have a pretax effect on earnings of between $5 to $6 million per quarter for the first year with a diminishing
impact thereafter. We expect that the total amount of Westcorp shares outstanding will increase by about 14%.
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Even as we work through the transition to a new banking charter, we continue to successfully shift our deposit base to
lower cost core deposits. Core deposits grew 34%, or $368 million, to $1.5 billion from a year ago and core deposits
now represent 65% of total outstanding deposits.

kekok

J. Jolson: On the, obviously it is confidential what s happening with the feds here, but you have put in an §-K and now
in your press release that you re, you know, looking at other alternatives? I mean given that other publicly traded auto
finance companies are selling for 30 to 50% higher PEs than your company is right now, I mean would one of those
alternatives that you might consider to be look at selling the bank.

E. Rady: That s something that we just don t want to discuss. This is Ernest, Joe. You know, we filed the information
that the we d been advised to file by our legal folks and that information is public and any expanding or expounding on
that would not be in the best interest of the company or its shareholders. So, suffice it to say that we are making
ourselves aware of all of the alternatives, or we think all of the alternatives that we can, you know, should the
conversion not prove to be either economic or possible.

J. Jolson: Well, I appreciate that and I don t want you to, I m not suggesting you elaborate on that, Ernest, I was just, I
mean obviously you guys have performed very admirably through lots of ups and downs over time in kind of the auto
finance area and you just don t seem to be getting, you know, the same kind of valuation today that other companies
have that haven t had the same track record and I m just wondering if that s playing at all into your thinking.

E. Rady: I think our thinking has always been focused on the long run success of the enterprise and there is no change
in that view at the moment. And, as you point out, and we share this opinion, we ve performed very well over the
years. We continue to do our very best and continue to perform well, and we re going to look at all the alternatives to
make sure that performance continues to be something that we re both very proud of.

kekok

J. Hicks: A lot of my questions were just asked there. I guess one of my biggest questions on the merger, though, is do
we expect still to have clarification, you know, in the same timeframe toward the end of this year, as mentioned
previously?

T. Wolfe: Yeah, we do.
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E. Rady: We hope to do that John. You know, we re not sure. This is something that the company has never been
through before so to say that we know when the authorities, who are beyond our control, decide to respond, would not
be accurate. So, we re hopeful that it will get done by the end of the year.

Important Legal Information

Shareholders are urged to read the definitive proxy statement/prospectus regarding the proposed transaction
because it will contain important information. Westcorp has filed a registration statement on Form S-4

(Commission File No. 333-117424) with the Securities and Exchange Commission (the Commission ) which included
a preliminary proxy statement/prospectus. In addition, Westcorp and WFS Financial will prepare and file with the
Commission and mail to WFS Financial s shareholders a definitive proxy statement/prospectus and other documents
regarding the merger. Investors and security holders of WFS Financial are urged to read the definitive proxy
statement/prospectus and the other relevant materials when they become available before making any voting or
investment decisions with respect to the merger because the materials will contain important information about
Westcorp and WFS Financial.

Shareholders will be able to obtain a free copy of the proxy statement/prospectus, as well as other filings containing
information about Westcorp and WFS Financial, without charge, at the Commission s internet site
(http://www.sec.gov). Copies of the definitive proxy statement/prospectus, when it becomes available, and the filings
with the Commission that will be incorporated by reference in the definitive proxy statement/prospectus can also be
obtained, without charge, by directing a request to Westcorp or WES Financial, Attn: Investor Relations, 23 Pasteur,
Irvine, California 92618, Telephone 949.727.1002.

The respective directors and executive officers of Westcorp and WFS Financial and other persons may be deemed to
be participants in the solicitation of proxies in respect of the proposed merger. Information regarding Westcorp s
directors and executive officers is available in the proxy statement filed with the Securities and Exchange
Commission by Westcorp on March 28, 2005, and information regarding WFS Financial s directors and
executive officers is available in the proxy statement filed with the Securities and Exchange Commission by
WEFS Financial on March 28, 2005.

Westcorp is a financial services holding company whose principal subsidiaries are WFS Financial Inc and Western
Financial Bank. Westcorp s common stock is traded on the New York Stock Exchange under the symbol WES.

WES Financial is one of the nation s largest independent automobile finance companies. WFS Financial specializes in
originating, securitizing, and servicing new and pre-owned prime and non-prime credit quality automobile contracts
through its nationwide relationships with automobile dealers. Information about WES Financial can be found at its
web site at http://www.wfsfinancial.com. WFS Financial s common stock is traded on the Nasdaq National Market
under the symbol WFSI.

Westcorp, through its subsidiary, Western Financial Bank, operates 20 retail bank branches and provides commercial
banking services in Southern California. Information on the products and services offered by the Bank can be found at
its web site at http://www.wfb.com.

This document contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933,

as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Forward-looking statements are

identified by the use of terms and phrases such as anticipate, believe, could, estimate, expect, intend, may,
predict, project, will, and similar terms and phrases, including references to assumptions. Forward-looking statements

in this document relate to Westcorp s and WFS Financial Inc s (collectively, the Companies ) future prospects,

developments and business strategies. These statements are subject to uncertainties and factors relating to the
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Companies operations and business environment, all of which are difficult to predict and many of which are beyond
their control
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that could cause actual results to differ materially from those expressed in or implied by these forward-looking
statements.

The following factors are among those that may cause actual results to differ materially from the forward-looking
statements: changes in general economic and business conditions; interest rate fluctuations, including the effect of
hedging activities; the Companies financial condition and liquidity, as well as future cash flow and earnings and the
level of operating expenses; competition; the effect, interpretation, or application of new or existing laws, regulations,
court decisions and significant litigation; and the level of chargeoffs on the automobile contracts that the Companies
originate.

A further list of these risks, uncertainties and other matters can be found in the Companies filings with the
Commission. If one or more of these risks or uncertainties materialize, or if underlying assumptions prove incorrect,
the Companies actual results may vary materially from those expected, estimated or projected. The information
contained in this document is as of April 26, 2005. The Companies assume no obligation to update any
forward-looking statements to reflect future events or circumstances.

did not assume continual innovation. Furthermore, even after new products have been developed and successfully
introduced to consumers, the Company faces stiff competition in all of the markets it serves. Its competitors often
compete on price and through the incorporation of additional features and benefits into competitive products. This
competition negatively impacts profits within the industry. This dynamic is compounded by the fact that the Company
relies on large retailers for much of its business and these retailers are focused on providing its customers with low
prices. While the Company may be able to expand margins in the short term given the introduction of new products,
the Company has been challenged to maintain these margins given this competitive response. NatCity Investments
sees no reason for these industry dynamics to change. To the contrary, these dynamics may become more negative
given the growing presence in the U.S. market of low cost consumer goods manufactured in Asia and Mexico. While
management's projections account for these dynamics, NatCity Investments believed they would have more of an
impact on future results than assumed by management based on NatCity Investments' experience with the Company
and its industry, discussions with other industry participants and parties interested in acquiring the Company,
management's difficulty in meeting past projections for the Company's core business of floor care products, and
NatCity Investments' generally conservative approach in analyzing management projections. Taking these company
and industry dynamics into consideration, NatCity Investments concluded that a 30% discount to the free cash flows
generated by the Company was appropriate in the discounted analysis. With this discount, management's projections
are more in line with the historical performance of the Company's core floor care business, which Nat City
Investments considered to be the Company's principal sustainable business. For purposes of these analyses, NatCity
Investments used discount rates of 11.7% to 13.7%, based on the projected weighted average cost of capital, including
funded debt, of the Company and terminal 2007 EBITDA multiples of 4.5x to 5.5x, which were derived by reference
to the implied public market trading multiples of enterprise value to EBITDA of the selected companies in the
Comparable Public Company Analysis as discussed below. These analyses indicated an implied equity value per share
reference range for the Company of approximately $9.84 to $10.89 and $6.20 to $6.93 in the undiscounted and
discounted analysis, respectively. NatCity Investments noted that the proposed offer price of $7.37 per share was
below the implied equity value reference range for the Company in the undiscounted scenario, and above the implied
equity value reference range for the Company in the discounted scenario. COMPARABLE PUBLIC COMPANY
ANALYSIS NatCity Investments reviewed and compared selected financial data of the Company to financial data of
eight publicly traded companies that NatCity Investments considered reasonably similar to the Company in that these
companies operate in the household appliances industry. NatCity Investments believed that the companies it selected
were comparable, in the aggregate, to the Company. More direct comparisons to competitors in the floorcare industry
was not possible because such competitors were divisions or subsidiaries of larger corporations, including some of
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those listed above, or were privately owned. No single selected comparable company is exactly the same as the
Company. For example, any particular comparable company may differ from the Company based on, among other
things, the size of the company, the geographic coverage of the company's 21 operations, and the particular markets
on which the company focuses. The selected comparable companies included: - Applica Incorporated - National
Presto Industries, Inc. - Electrolux AB - Salton, Inc. - Helen of Troy, Limited - Water Pik Technologies, Inc. - Maytag
Corporation - Whirlpool Corporation NatCity Investments reviewed, among other things, enterprise values as a
multiple of actual latest twelve month sales, earnings before interest, taxes, depreciation and amortization, commonly
referred to as EBITDA, and earnings before interest and taxes, commonly referred to as EBIT. NatCity Investments
calculated enterprise values as the market value of equity securities plus indebtedness and minority interests less cash
and cash equivalents, as of December 5, 2002. Indebtedness includes any off-balance sheet securitizations. NatCity
Investments also reviewed equity values as a multiple of projected 2002 EPS and projected 2003 EPS. EPS
projections for the selected companies were based on publicly available median consensus research analyst estimates.
Projected financial data for the Company were based on projections provided by the Company's management. Latest
twelve month sales, EBITDA and EBIT data for the Company were based on year-end 2002 projected financial
statements provided by the Company's management. NatCity Investments then compared the implied multiples
derived for the selected companies with the multiples implied in the Merger based on the estimated transaction value
of the Merger. For purposes of determining the estimated transaction value of the Merger, NatCity assumed
consideration of $7.37 per Royal share to be paid pursuant to the Merger and approximately $45.2 million net in
funded debt, including a $22.0 million off-balance sheet securitization, to be assumed by TechTronic. The following
table sets forth the implied multiples for the selected companies, as compared to the implied multiples based on the
estimated transaction value of the Merger: MEDIAN IMPLIED COMPARABLE TRANSACTION COMPARABLE

PUBLIC COMPANIES MULTIPLE MULTIPLE Multiple of
Sales...coiiiiiiiieeeeee 0.5x 0.4x Multiple of EBITDA........ccceoiiiiiiiiniiiieeee, 5.2x 5.6x Multiple of
EBIT..ccoiiiiiiiieeeeeee, 6.9x 13.6x Multiple of 2002 Projected EPS........c.cccoceeiieniennen. 9.2x 18.6x Multiple of
2003 Projected EPS.......cccccooiiviiniene. 8.8x 5.9x NatCity Investments noted that the implied multiples of the

Company, based on the transaction value of the Merger, were generally above the median transaction multiples of the
selected transactions, with the exception of the Multiples of Sales and 2003 Projected EPS. No company utilized in
the comparable public company analysis is identical to the Company. NatCity Investments made judgments and
assumptions with regard to industry performance, general business, economic, market and financial conditions and
other matters, many of which are beyond the control of either the Company or Parent. Mathematical analysis (such as
determining the mean or median) is not itself a meaningful method of using publicly traded comparable company
data. COMPARABLE MERGER & ACQUISITION ANALYSIS Using publicly available information, NatCity
Investments reviewed certain transactions in the household appliances industry completed since November 1999 that
had targets with comparable EBITDA margins and enterprise values ranging from approximately $50 million to
approximately $500 million. These transactions were chosen because they were business combination transactions
that, for purposes of the analysis, NatCity Investments considered reasonably similar to the Merger in that these
transactions involved companies in the household appliances industry, were transactions of a comparable size and that
occurred in a recent period. NatCity Investments believed that the transactions it selected were comparable, in the
aggregate, to the Merger. However, no single selected comparable transaction is exactly the same as the Merger. For
example, any particular selected comparable transaction may differ from the Merger based on, among other things, the
size of 22 the transaction, the form of consideration paid in the transaction, the structure of the transaction, and the
date on which the transaction was consummated. The selected comparable transactions included: TARGET

ACQUIROR ------ ==------ Allegheny Teledyne Consumer..........cc.cceeeeveenueenee. Shareholders Moulinex
SA Elfi SA Kenwood Appliances PLC........ccccoccerviiiinicnnnnne. De Longhi Pinguino SA
Pifco Holdings PLC.........ccccooiiiiniiniiniine Salton, Inc. Fisher & Paykel Appliances..........ccccceeceeveeneennene

Shareholders For each of these transactions, NatCity Investments calculated the ratio of the enterprise value of the
transaction to the target company's actual latest twelve month sales, EBITDA and EBIT. NatCity Investments then
compared the implied multiples derived for the selected transactions with the multiples implied in the Merger for the
Company based on the estimated transaction value of the Merger. All multiples for the selected transactions were
based on publicly available information at the time of the announcement of the particular selected transaction. Latest
twelve month sales, EBITDA and EBIT data for the Company were based on year-end 2002 projected financial
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statements provided by the Company's management. The following table sets forth the implied multiples for the
selected transactions, as compared to the implied multiples based on the estimated transaction value of the Merger:
MEDIAN IMPLIED TRANSACTION TRANSACTION COMPARABLE M&A TRANSACTIONS MULTIPLE
MULTIPLE Multiple of Sales.......ccccoevervenviniiniiiienene 0.5x 0.4x
Multiple of EBITDA.........cccoeiviiiinincicieene. 5.5x 5.6x Multiple of EBIT.......ccccccoeiiiinininiiiieinn 10.6x 13.6x
NatCity Investments noted that the implied multiples of the Company, based on the transaction value of the Merger,
were generally above the median transaction multiples of the selected transactions, with the exception of the multiple
of Sales. LEVERAGED BUYOUT ANALYSES NatCity Investments performed leveraged buyout analyses of the
Company as a means of establishing the value of the Company assuming its sale to a typical financial buyer. A
leveraged buyout involves the acquisition or recapitalization of a company financed primarily by incurring
indebtedness that is serviced by the operating cash flow of the company after the leveraged buyout. NatCity
Investments analyzed two scenarios, one using management's projections and the second using a 30% discount to
management's EBITDA projections for the reasons discussed above in "-- Discounted Cash Flow Analyses." Both
scenarios assumed that the Royal shares would be purchased by a financial buyer at a price resulting in a rate of return
in excess of 30% for equity investors, 20% for subordinated debt investors, including warrants, and 6-7% for senior
debt investors. In both scenarios, NatCity Investments used terminal 2007 EBITDA multiples of 4.5x to 5.5x, which
were derived by reference to the implied public market trading multiples of enterprise value to EBITDA of the
selected companies in the Comparable Public Company Analysis as discussed above. The first scenario assumed that
senior debt and total debt of the company after the leveraged buyout would not exceed 2.28 times and 3.04 times
EBITDA, respectively. The second scenario assumed that senior debt and total debt of the company after the
leveraged buyout would not exceed 1.83 times and 2.44 times EBITDA, respectively. NatCity Investments determined
that these rates of return and leverage multiples were consistent with publicly-disclosed multiples of 38 recent
leveraged buyout transactions that occurred year-to-date as described in the November 2002 issue of Standard &
Poor's Leveraged Commentary & Data. In Standard & Poor's statistical analysis, the average equity contribution to a
leveraged buyout was approximately 40%, with the remainder borrowed from senior and subordinated lenders. Based
on NatCity Investments' frequent interaction with equity sponsors, subordinated lenders, and commercial bankers,
NatCity Investments determined that the expected rates of return on the various capital sources were consistent with
the then current market. These analyses implied an equity value per share range of $6.31 to $6.67 in the first scenario,
and $4.63 to $4.91 in the second scenario. NatCity Investments noted that the proposed offer price of $7.37 per share
was above the implied equity value reference range for the Company in both scenarios. 23 PREMIUMS PAID
ANALYSIS Using publicly available information, NatCity Investments reviewed 37 publicly-disclosed control
acquisitions where consideration was cash or cash equivalents that were completed since January 1, 2001, and had
equity values above $50 million and below $200 million. These transactions were chosen based on the comparable
size of the transactions and the recent period in which the transactions were completed. NatCity Investments believed
that the transactions selected were comparable, in the aggregate, to the Merger. However, no single selected
transaction is exactly the same as the Merger. For example, any particular selected transaction may differ from the
Merger based on, among other things, the size of the transaction, the form of consideration paid in the transaction, the
structure of the transaction, the date on which the transaction was consummated, and the industry in which the
transaction occurred. NatCity Investments excluded transactions that occurred in the technology and software and
financial services industries, which both exhibit industry dynamics that are materially different from the Company's
industry. Many technology and software companies are, on average, not profitable or only marginally profitable, and
many are in an early or start-up phase of their lifespan relative to a manufacturing company. These relatively young
companies most often trade based upon perceived value of their technology. Financial services companies are highly
regulated enterprises that often trade as a multiple of book value. In addition, financial service companies are not in
the business of manufacturing a tangible product and, as a result, respond differently to changes in economic
conditions. For each of the target companies involved in the transactions, NatCity Investments examined the closing
stock price one day, one week and one month prior to announcement of the transaction. In addition, NatCity
Investments calculated the premium of the $7.37 per share that Royal shareholders would receive to the closing prices
for Royal shares for the periods one day, one week and one month prior to an assumed announcement date of
December 5, 2002, when the Company's closing price per share was $4.84. The following table sets forth the implied
premiums for the selected control acquisitions, as compared to the implied premiums based on the price per share
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offered pursuant to the Merger Agreement: CASH CONSIDERATION IMPLIED MERGER PREMIUMS PAID

TRANSACTIONS MEDIAN PREMIUM One
Day..cccoieeieieee 35.9% 52.3.% One WeeK........cccoceerienienienienieneenens 45.1% 51.3% One
Month......cccceveeniinieniinieiieeieee, 49.3% 51.0% NatCity Investments noted that the implied premiums for the Merger

are greater than the premiums paid in the selected control acquisitions. CONCLUSION The summary set forth above
describes the principal elements of the presentation made by NatCity Investments to the Royal Board on December 9,
2002. The preparation of a fairness opinion involves various determinations as to the most appropriate and relevant
methods of financial analysis and the application of these methods to the particular circumstances and, therefore, the
opinion is not readily susceptible to summary description. Each of the analyses conducted by NatCity Investments was
carried out in order to provide a different perspective on the Merger and add to the total mix of information available.
NatCity Investments did not form a conclusion as to whether any individual analysis, considered in isolation,
supported or failed to support an opinion as to fairness from a financial point of view. Rather, in reaching its
conclusion, NatCity Investments considered the results of the analyses in light of each other and ultimately reached its
opinion based upon the results of all analyses taken as a whole. Except as indicated above, NatCity Investments did
not place particular reliance or weight on any individual analysis, but instead concluded that its analyses, taken as a
whole, support its determination. Accordingly, notwithstanding the separate factors summarized above, NatCity
Investments believes that its analyses must be considered as a whole and that selecting portions of its analysis and the
factors considered by it, without considering all analyses and factors, could create an incomplete or misleading view
of the evaluation process underlying its opinion. In performing its analyses, NatCity Investments made numerous
assumptions with respect to industry performance, business and economic conditions and other matters. The analyses
performed by NatCity Investments are not necessarily indicative of actual value or future results, which may be
significantly more or less favorable than suggested by the analyses. 24 MISCELLANEOUS Pursuant to the terms of
an engagement letter dated October 16, 2002, the Company has paid to NatCity Investments a fixed fee for the
fairness opinion described herein. In addition, the Royal Board agreed to cause the Company to pay NatCity
Investments a fee of $1,250,000 for providing financial advisory services to the Royal Board of directors that is
customary in transactions of this nature, which is contingent upon consummation of the Merger, against which will be
credited the fixed fee of $250,000 for the fairness opinion described herein. The Royal Board also agreed to cause the
Company to reimburse NatCity Investments for its reasonable out-of-pocket expenses, and to indemnify NatCity
Investments and related persons against liabilities in connection with its engagement, including liabilities under
federal securities laws. The terms of the fee arrangement with NatCity Investments were negotiated at arm's-length
between the Royal Board and NatCity Investments. NatCity Investments has, in the past, provided investment-banking
services to the Company for which NatCity Investments received customary compensation. In the ordinary course of
business, NatCity Investments may actively trade the securities of the Company for its own account and for the
accounts of its customers and, accordingly, may at any time hold a long or short position in those securities. NatCity
Investments, as part of its investment banking services, is regularly engaged in the valuation of businesses and
securities in connection with mergers, acquisitions, underwritings, sales and distributions of listed and unlisted
securities, private placements and valuations for corporate and other purposes. The Royal Board selected NatCity
Investments based on its experience in transactions similar to the Merger and its reputation in the brokerage and
investment communities. INTERESTS OF CERTAIN PERSONS IN THE MERGER In considering the
recommendations of the Royal Board, you should be aware that certain members of the Royal Board and management
have interests that are different from, or in addition to, your interests as a holder of Royal shares generally. Each of the
members of the Royal Board was aware of these interests and considered them, among other matters, in approving the
Merger Agreement and the transactions contemplated by the Merger Agreement, including the Merger. We refer you
to the information under the headings "Beneficial Ownership of Royal Shares -- Security Ownership of the Company
Management" for information regarding our current officers and directors and their share ownership in the Company.
The Company's officers and directors who own Royal shares at the Effective Time of the Merger will be entitled, as
will all Royal shareholders, to receive $7.37 per share as consideration for their Royal shares. In addition, the rights of
holders, including participants in compensation plans, of all unexercised options to purchase Royal shares and
phantom stock rights will be converted into a right to receive cash for each Royal share issuable or in respect of which
payment is due upon the exercise of these options and rights, respectively, in the amount of $7.37 less the applicable
exercise price of these options and rights. All unvested options and phantom stock rights outstanding at the Effective



Edgar Filing: WFS FINANCIAL INC - Form 425

Time of the Merger will vest and become immediately exercisable as a result of the transactions contemplated by the
Merger Agreement. The following table shows the dollar value of the payments before taxes to be received by the
directors and executive officers of the Company with respect to their options and rights that would otherwise be
unvested as of March 31, 2003, and which would become vested as a result of the Merger: TOTAL NAME

PAYMENT ---- ——--e-———- Michael J. Merriman............ccooevveeeeeeeeeeeeeennnes $1,080,403 John P.
ROChON.....ovvviiiiiiiiiiiiiiiii 36,850 E. Patrick Nalley........cccceeeevieriiieecieeeciieeieens 36,850 Joseph B. Richey,

| DT 36,850 R. Louis Schneeberger.........c..ccocervervienienennee. 36,850 Jack Kahl,
Tl 36,850 Richard C. Farone.........ccooeeeveeeeeeeccciienenans 658,062 Richard G.

VaseK. ..o 609,930 David M. Brickner........ccccocuveeeeveveeeeeeeieeieeeeeees 603,680 ----------
TOTAL....oooeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e $3,136,325 25 Options and phantom stock awards that would otherwise be

vested as of March 31, 2003 are included on the table "Security Ownership of Management" on page hereof. Michael
J. Merriman, President and Chief Executive Officer of the Company, and the Company are parties to an Employment
Agreement dated March 14, 2002, pursuant to which Mr. Merriman is entitled to a base salary of $400,000 per year,
and participates in the Company's annual management incentive plan ("MIP"). The term of Mr. Merriman's
employment agreement is for one year, with automatic renewals unless one party gives notice of its intent not to
renew the agreement. In the event of Mr. Merriman's termination without cause, termination due to death or disability,
termination for "good reason" (as defined in the agreement), or if the Company gives notice of its intention not to
renew the agreement (collectively, a "Triggering Termination"), Mr. Merriman is entitled to severance payments equal
to: (a) three times the sum of his then current annual base salary and the average annual bonus based on the prior three
years (paid in six semi-annual installments); (b) a prorated portion of his MIP award for the year in which the
termination occurs, if applicable; (c) a lump sum severance payment determined annually by the Royal Board
(currently $1.5 million); (d) forgiveness of all amounts due on his April 2001 $542,750 note payable to the Company;
and (e) continuation of his insurance and other employee benefits for 36 months. If any of these payments or any other
payment made by the Company would precipitate an excise tax as a "parachute payment" under the Internal Revenue
Code, Mr. Merriman is entitled to receive an amount equal to the amount of those excise taxes plus a tax "gross-up"
payment. If a Triggering Termination occurred following a change-in-control (as defined in the agreement), Mr.
Merriman's severance payments would be paid in a lump sum. The agreement also contained a covenant by Mr.
Merriman not to compete with the Company for up to 36 months following the termination of his employment. In the
event of a Triggering Termination, any and all unvested stock options and phantom stock rights held by Mr. Merriman
would fully vest. In connection with execution of the Merger Agreement and assuming the Merger is consummated,
Mr. Merriman's employment agreement is amended whereby, Mr. Merriman has agreed to repay all amounts due on
his $542,750 note payable to the Company and forego the other benefits provided in clauses (a) through (e) above in
exchange for a lump-sum payment of $742,000, plus the contingent payment described below. Moreover, in the event
Mr. Merriman is terminated without "cause", as defined in his new employment agreement, after the Merger, or
terminates his employment for "good reason", as defined in his new employment agreement, his severance shall be
one-half the sum of his then-current base salary and the average of his annual bonus for the prior three years. The
contingent payment equals 34% of the 2003 EBITDA bonus pool, payable on or before April 1, 2004. The 2003
EBITDA bonus pool shall be equal to 50% of the amount by which the Company's EBITDA exceeds $35 million, up
to $42 million for fiscal year 2003, excluding bonuses and costs related to the Merger (including, but not limited to,
legal and professional fees related to the Merger, non-cash write-offs, and severance costs related to 2003
terminations); provided, however, that the EBITDA bonus pool shall not exceed $3.5 million; provided, further, that,
if the EBITDA attributable to the Company's business, excluding EBITDA attributable to the Telezapper product for
2003, does not equal or exceed $30 million, then no 2003 EBITDA bonus pool shall be created. All determinations of
EBITDA for purposes of determining the amount of the EBITDA bonus pool and any entitlement to a contingent
payment shall be made in accordance with generally accepted accounting principles applied in the United States and
consistent with the Company's recent historical practices. Under Mr. Merriman's amended employment agreement, he
is entitled to receive a stock option for 2,000,000 shares of TechTronic in May 2003, following release of
TechTronic's earnings for fiscal 2002. The Company has entered into severance agreements with Messrs. Farone,
Vasek and Brickner that are designed to retain these executives and provide for continuity of management in the event
of any actual or threatened change in the control of the Company. Each agreement only becomes operative upon a
"change in control" as defined in the agreements. For three years after a change in control, if an executive's

10
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employment were terminated for reasons other than "cause" (as defined in the agreements), the executive would be
entitled to receive a severance amount equal to three times of his then base salary. The Company could make an
additional payment to reimburse the executives for excise tax payments, if any, triggered by the foregoing severance
payments. All options and stock rights held by the executives with respect to the Company's common stock became
immediately exercisable upon the date of termination of employment and remain exercisable for a period of up to
three years. In connection with the execution of the Merger Agreement, Messrs. Farone, Vasek and Brickner agreed to
amend their severance agreements. In exchange for lump sum payments of $311,000, $289,000 and $251,000,
respectively, and the contingent payments described below, Messrs. Farone, Vasek and Brickner each agreed to 26
new one-year employment contracts that provide for severance payments in the event of their termination of
employment for reasons other than "cause" or for "good reason", as defined in their new agreements. The severance
payments equal one-half the sum of the then current salary of the executive plus the average of the annual bonus for
the prior three years. The contingent payment for each officer equals 12% of the 2003 EBITDA bonus pool, payable
on or before April 1, 2004. Under their new employment agreements, Messrs. Farone, Vasek and Brickner each are
entitled to receive stock options for 1,000,000 shares of TechTronic in May 2003, following release of TechTronic's
earnings for fiscal 2002. The Company has change-in-control agreements with several other officers of the Company
that provided severance payments to each such person equal to two or three times his or her then base salary. These
individuals have also entered into new agreements that provide an aggregate lump sum payment of $1,349,000, plus
an aggregate contingent payment equal to 30% of the 2003 EBITDA bonus pool. Payment of any monies from the
2003 EBITDA bonus pool is contingent on the Company's 2003 EBITDA exceeding $35 million. The Company has
not achieved $35 million in EBITDA in any of the last three years, and no contingent payments would be made if
these results were replicated. The 2003 projections provided to TechTronic and utilized by NatCity Investments,
which assume the Company no longer has the cost of being a public company, estimated 2003 EBITDA at $42 million
before the 2003 EBITDA bonus pool payments and merger-related costs. Were the Company to achieve these results,
the aggregate contingent payments would be $3.5 million. GOVERNMENTAL AND REGULATORY MATTERS
Under the Hart-Scott Rodino Antitrust Improvements Act of 1976 (the "HSR Act") and rules promulgated by the
Federal Trade Commission (the "FTC"), certain acquisitions may not be consummated unless certain information has
been furnished to the Antitrust Division of the United States Department of Justice and the FTC and the applicable
waiting period requirements have been satisfied. The Merger is subject to these requirements. Pursuant to the
requirements of the HSR Act, TechTronic filed the required Notification and Report Forms (the "Forms") with the
Antitrust Division and the FTC on February 6, 2003. Neither governmental agency requested additional information
and TechTronic and the company received notice that their request for early termination of the statutory waiting
period applicable to the Merger was granted on February 20, 2003. The Antitrust Division and the FTC frequently
scrutinize the legality of transactions under the antitrust laws. At any time before or after the consummation of any
such transactions, the Antitrust Division or the FTC could, notwithstanding termination of the waiting period, take
such action under the antitrust laws as it deems necessary or desirable in the public interest, including seeking to
enjoin the Merger or divestiture of assets of the Company or TechTronic. Private parties and State Attorneys General
may also bring legal actions under the antitrust laws. MATERIAL FEDERAL INCOME TAX CONSEQUENCES OF
THE MERGER The following discussion summarizes the material U.S. Federal income tax consequences of the
Merger. This discussion is based upon the provisions of the Internal Revenue Code of 1986, as amended (referred to
as the "Code" in this proxy statement), the regulations promulgated under the Code, Internal Revenue Service rulings,
and judicial and administrative rulings in effect as of the date of this proxy statement, all of which are subject to
change, possibly with retroactive effect. This discussion does not address all aspects of federal income taxation that
may be relevant to a holder of Royal shares in light of the shareholder's particular circumstances or to those holders of
Royal shares subject to special rules, such as shareholders who are not citizens or residents of the United States,
shareholders who are financial institutions or broker-dealers, tax-exempt organizations, insurance companies, dealers
in securities, foreign corporations, shareholders who acquired their Royal shares through the exercise of options or
similar derivative securities or shareholders who hold their shares as part of a straddle or conversion transaction. This
discussion also does not address the U.S. federal income tax consequences to holders of options to purchase Royal
shares or phantom stock rights in respect of Royal shares. This discussion assumes that holders of Royal shares hold
their respective shares as capital assets within the meaning of Section 1221 of the Code. No ruling from the Internal
Revenue Service will be applied for with respect to the federal income tax consequences discussed herein and
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accordingly there can be no assurance that the Internal Revenue Service will agree with the positions described in this
proxy statement. Cash payments received by Royal shareholders upon redemption of their Royal shares will be treated
as received in exchange for their shares, and gain or loss will be recognized for federal income tax purposes on 27
receipt of the cash payment, measured by the difference between the amount of cash received and the basis of Royal
shares redeemed. The gain or loss will be long term capital gain or loss if Royal shares are considered to have been
held for more than one year at the time of the Merger. If a Royal shareholder perfects dissenter's rights with respect to
its Royal shares, this holder should generally recognize capital gain or loss at the Effective Time of the Merger in an
amount equal to the difference between the "amount realized" and the adjusted tax basis of its Royal shares. For this
purpose, although there is no authority directly on point, the amount realized generally should equal the trading price
of Royal shares at the Effective Time of the Merger. This holder should also recognize capital gain or loss at the time
the appraised fair cash value is received, to the extent the payment exceeds or is less than the amount realized at the
Effective Time of the Merger. In addition, a portion of the payment may be characterized as interest income. Certain
non-corporate holders of Royal shares may be subject to backup withholding at a rate of 31% on cash payments
received pursuant to the Merger. Backup withholding will not apply, however, to a holder of Royal shares who
furnishes a taxpayer identification number and certifies that he or she is not subject to backup withholding on the
substitute Form W-9 included in the transmittal letter, who provides a certificate of foreign status on Form W-8§, or
who is otherwise exempt from backup withholding. A holder of Royal shares who fails to provide the correct tax
identification number on Form W-9 may be subject to a $50.00 penalty imposed by the Internal Revenue Service.
THE ABOVE DISCUSSION OF POTENTIAL TAX CONSEQUENCES MAY NOT APPLY TO CERTAIN
CATEGORIES OF SHAREHOLDERS SUBJECT TO SPECIAL TREATMENT UNDER THE INTERNAL
REVENUE CODE. THE COMPANY SHAREHOLDERS ARE URGED TO CONSULT THEIR OWN TAX
ADVISERS TO DETERMINE THE SPECIFIC TAX CONSEQUENCES OF THE MERGER, INCLUDING ANY
FEDERAL, STATE, LOCAL, FOREIGN OR OTHER TAX CONSEQUENCES OF THE MERGER. RECENT
LITIGATION AND OTHER DEVELOPMENTS Since November 13, 2002, when the Company filed its report on
Form 10-Q for the period ended September 30, 2002, the following developments, which shareholders may deem
important, have occurred: The Company filed a lawsuit in federal court, in the Northern District of Ohio against
Euro-Pro Corporation and Sanyo North America Corporation (together referred to as "Defendants") on November 15,
2002, under the patent, trademark and unfair competition laws of the United States. The complaint asserts that
Defendants infringe certain patents relating to bagless technology held by the Company. The Company seeks
damages, injunction on future production and legal fees. On December 11, 2002, the Company announced that it had
entered into a cross license agreement with Matsushita Home Appliances ("Panasonic") with respect to certain patents
and related intellectual property rights. Panasonic has received a license to continue to manufacture and market
bagless upright vacuum cleaner products under the Royal bagless upright patent portfolio. Royal received a license to
continue to manufacture and market vacuum cleansers under patents for certain Panasonic technology. The agreement
will result in ongoing positive cash payments to Royal beginning in the fourth quarter of 2002. Phone Zap, LLC
("Phone Zap") filed a lawsuit in United States District Court, District of Columbia, against the Company and its
subsidiary, Privacy Technologies, Inc. on January 6, 2003, under the patent, trademark and unfair competition laws of
the United States. The complaint asserts trademark infringement by the Company through the use of the Company's
Telezapper(R) trademark. The Company is vigorously defending the suit and believes it is without merit. If Phone Zap
were to prevail on all its claims, it could have a material adverse effect on the consolidated financial position, results
of operations, or cash flows of the Company. DISSENTERS' RIGHTS OF ROYAL SHAREHOLDERS In the
Merger, Merger Sub will be merged with and into the Company, with the Company as the corporation surviving the
Merger. Each Royal share outstanding on the Record Date (except for treasury shares of the Company and shares, if
any, for which the holders perfect their dissenters' rights under Ohio law) will be converted into the right to receive
$7.37 per share. If the Merger is completed, holders of Royal shares outstanding on the Record Date will have certain
rights under the Ohio Revised Code to dissent and demand dissenters' rights and to receive payment in cash of the fair
cash value of their Royal shares. Royal shareholders who vote in favor of the Merger will not be entitled to relief 28 as
dissenting shareholders. Holders of shares not voted or voted against adopting the Merger Agreement will retain their
dissenters' rights. To perfect rights as a dissenting shareholder, a Royal shareholder must deliver to the Company a
written demand for payment of the fair cash value of the shares for which relief is sought. This demand for payment
must be delivered no later than 10 days after the Royal shareholders vote to adopt the Merger Agreement. If the
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Company then sends a dissenting shareholder a request for the certificates representing Royal shares for which relief
is sought, the dissenting shareholder must return the certificates requested to the Company so that they may be
endorsed with a legend stating that a demand for the fair cash value of the holder's Royal shares has been made.
Failure to deliver the certificates within 15 days from the date Company's sends its request for them may, at the
Company's option, result in a loss of all dissenters' rights under Ohio law. Unless the Company and the dissenting
shareholder come to an agreement as to the fair cash value per Royal share for which the dissenting shareholder seeks
relief within three months after the service of the demand for payment by the dissenting shareholder, either the
dissenting shareholder or the Company may file a complaint in court. Other dissenting shareholders may join as
plaintiffs or defendants in the resulting proceeding at that time. If the shareholder complies with the statutory
procedures for exercising or perfecting dissenters' rights in accordance with Sections 1701.84 and 1701.85 of the Ohio
Revised Code, then a judicial determination will be made as to the fair cash value required to be paid to the objecting
shareholder for the holder's Royal shares. Any judicial determination of the fair cash value will be based on the
amount that a willing seller, under no compulsion to sell, would be willing to accept, and a willing buyer, under no
compulsion to purchase, would be willing to pay. In determining the fair cash value of Royal shares, a court is
required to take into account all relevant factors, excluding any appreciation or depreciation in market value resulting
from the proposal of the Merger. Accordingly, a determination could be based upon considerations other than, or in
addition to, the market value of Royal shares, including, among other things, asset values and earning capacity. The
value so determined may be more or less than the price per Royal share to be paid in the Merger but in no event can
the value so determined exceed the amount specified in the demand of a particular shareholder. From the time written
demand for payment of the fair cash value is given until either the termination of the rights and obligations arising
from the demand or the purchase of the shares related thereto, all rights accruing to the dissenting shareholder,
including voting and dividend or distribution rights, will be suspended. If any dividend or distribution is paid in
money on Royal shares during the suspension or if any dividend, distribution or interest is paid in money upon any
securities issued in extinguishment of or in substitution for the shares, an amount equal to the dividend, distribution or
interest that would have been payable on the shares, but for the suspension, shall be paid to the holder of record of the
shares as a credit against the fair cash value of the shares. If the right to receive the fair cash value is terminated other
than by the purchase of the shares, all rights will be restored to the objecting shareholder and any distribution that
would have been made to the holder of record of the shares, but for the suspension, will be made at the time of
termination. The foregoing summary of the rights of dissenting shareholders under Ohio law does not purport to be a
complete statement of the procedures to be followed by shareholders desiring to exercise any available dissenters'
rights and is qualified in its entirety by reference to the full text of Section 1701.84 and Section 1701.85 of the Ohio
Revised Code attached as ANNEX C and incorporated herein by this reference. The preservation and exercise of
dissenters' rights are conditioned on strict adherence to the applicable provisions of the Ohio Revised Code.
CERTAIN RELATIONSHIPS WITH TECHTRONIC OR THE COMPANY Except as set forth in this proxy
statement, neither TechTronic nor the Company, nor to their respective knowledge, any of their respective directors,
executive officers or other affiliates has any contract, arrangement, understanding or relationship with any other
person with respect to any securities of the Company, including, but not limited to, any contract, arrangement,
understanding or relationship concerning the transfer or the voting of any securities, joint ventures, loan or option
arrangements, puts or calls, guaranties of loans, guaranties against loss or the giving or withholding of proxies.
TechTronic manufactures finished products bearing the Dirt Devil name for the Company. During 2000, 2001 and
2002, the Company has purchased approximately $30 million, $45 million and $54 million, respectively, of
TechTronic products. Further, in late 2002, TechTronic purchased a trade name of another line of floor care products
from a third party. Royal has agreed to handle customer service for all existing products previously sold utilizing the
trade name on a cost plus 10% basis. 29 As of the date of this proxy statement, neither TechTronic nor any of its
subsidiaries own any Royal shares. To the best of TechTronic's knowledge, no officers or directors of TechTronic own
shares or have interests in the Company. FEES AND EXPENSES Except in the event the Merger Agreement is
terminated under the circumstances described in "The Merger Agreement -- Termination; Termination Fee" beginning
on page , all costs and expenses incurred in connection with the Merger Agreement and the transaction it contemplates
will be paid by the party incurring these costs or expenses, whether or not the Merger is consummated. DELISTING
AND DEREGISTRATION OF SHARES Royal shares currently are listed on the New York Stock Exchange under
the symbol "RAM". Upon the consummation of the Merger, Royal shares will be delisted from the New York Stock
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Exchange and deregistered under the Securities Exchange Act of 1934, as amended. TECHTRONIC
SHAREHOLDERS' APPROVAL The Merger constitutes a major transaction for TechTronic under the Listing Rules
of The Stock Exchange of Hong Kong Limited (the "Hong Kong Exchange") and requires the approval of the holders
of a majority of the outstanding shares of TechTronic at an extraordinary general meeting ("EGM"). A circular,
prepared in accordance with the rules of the Hong Kong Exchange, containing details of the Merger and notice
convening the EGM on or about March 24, 2003 is expected to be dispatched to TechTronic shareholders on or about
March 5, 2003. The Board of Directors of TechTronic has resolved to recommend the Merger to its shareholders, and
the executive members of the Board of Directors who are TechTronic shareholders eligible to vote at the EGM have
expressed their respective intentions to vote their shares in favor of the Merger. Inasmuch as such executive members
hold approximately 31% of the outstanding shares, approval of the Merger by the TechTronic shareholders is
expected. SELECTED HISTORICAL FINANCIAL DATA The following table sets forth selected consolidated
financial data for the Company for each of the five years in the period ended December 31, 2001, and for the nine
month period ended September 30, 2002. The results for the nine months ended September 30, 2002 are not
necessarily indicative of results for the full year. Certain prior year amounts have been reclassified to conform to the
presentation used in 2002. The data for the five years ended December 31, 2001, should be read in conjunction with
the Company's consolidated financial statements reported on Form 10-K, as amended, for the year ended December
31, 2001, and the data for the period ended September 30, 2002 should be read in conjunction with the Company's
unaudited consolidated financial statements reported on Form 10-Q for the quarter ended September 30, 2002. No pro
forma data giving effect to the Merger is provided because the Company does not believe pro forma information is
material to shareholders in evaluating the Merger Agreement and the transactions contemplated by the Merger
Agreement, including the Merger, since (1) the consideration offered to Royal Shareholders is all cash and (2) if the
Merger is completed, the Company's public shareholders will no longer have any equity interest in the Company. The
Company's consolidated financial statements for the year ended December 31, 2001, which have been audited by
PricewaterhouseCoopers LLP, independent accountants, are incorporated by reference in this proxy statement from
the Company's Annual Report on Form 10-K for the period ended December 31, 2001, and the Company's unaudited
consolidated financial statements for the quarter ended September 30, 2002 are incorporated in this proxy statement
by reference to the Company's Quarterly Report on Form 10-Q for the 30 period ended September 30, 2002. Certain
prior year amounts have been reclassified to conform to the 2002 presentation. NINE MONTHS ENDED YEAR
ENDED DECEMBER 31, SEPTEMBER 30, 2002 2001 2000 1999 1998
1997 (UNAUDITED) (DOLLARS IN THOUSANDS, EXCEPT PER
SHARE AMOUNTS) CONSOLIDATED STATEMENTS OF OPERATIONS: Net Sales........c..ccc....... $272,259
$421,310 $401,515 $401,295 $278,014 $320,417 Cost of Sales.................. 216,481 325,746 315,849 304,452 208,861
229,469 Gross margin................. 55,778 95,564 85,666 96,843 69,153
90,948 Selling, general and administrative expenses...... 51,261 77,586 72,986 71,160 63,640 68,319 Charging for
tooling obsolescence................. — 2,621 -- -- Income from
operations....... 4,517 17,978 12,680 23,062 5,513 22,629 Interest expense, net.......... 1,042 2,415 3,503 1,401 1,521
1,412 Receivable securitization and other expense (income), Net........cc..ceeveeneenee. 589 1,181 1,713 1,369 (140) 1,033
Income before taxes.......... 2,886 14,382 7,464 20,292 4,132 20,184
Income tax expense............. 996 5,058 1,525 7,610 1,606 7,777 Net
Income.........ccc..... $ 1,890 $9,324 $5,939 § 12,682 $ 2,526 $ 12,407
BASIC EARNINGS PER SHARE Weighted average number of common shares outstanding
(in thousands)...........c....... 13,036 13,731 15,083 18,155 21,368 23,553 Earnings per share............. $.14$.685$.39%
.70 $ .12'$ .53 DILUTED EARNINGS PER SHARE Weighted average number of common shares and equivalents
outstanding (in thousands)... 13,941 14,297 15,574 18,371 21,562 23,944 Earnings per share............. $.14%$.65% .38
$.69$ .12 $ .52 CONSOLIDATED BALANCE SHEET DATA (AT END OF MONTH PERIOD) Working
capital................ $ 48,245 $ 32,566 $ 39,885 $ 38,950 $ 30,240 $ 32,486 Total assets................... 148,573 140,444
138,552 151,892 117,480 134,947 Long-term debt................. 44,870 33,978 48,537 34,704 18,426 13,672
Shareholders' equity........... 37,716 38,622 31,053 44,669 46,723 60,219 31 On February 13, 2003, the Company
announced its sales and income for the quarter and year ended December 31, 2002, as follows: THREE MONTHS
ENDED TWELVE MONTHS ENDED DECEMBER 31, 2002 DECEMBER 31, 2002 ------------------
——————————————————— (IN THOUSANDS, EXCEPT SHARES AND PER SHARE AMOUNTS) (UNAUDITED)

14



Edgar Filing: WFS FINANCIAL INC - Form 425

(UNAUDITED) Net sales........ccccoevvvvviveneeeineennnen. $117,467 $389,726 Cost Of SAlES....uuveeeeeeeeeeeeeeeeeeeennn. 85,211
301,692 Gross margin..........ceeeereeereeenueennen. 32,256 88,034 Selling, general and administrative expenses.... 23,423
74,684 Income from operations...........c..ceueen... 8,833 13,350 Interest expense, Net........ccoceeeverueennen. 371 1,413
Litigation settlement, receivable securitization and other expense (income), net............... (3,561) (2,972) Income
before income taxes........cooeuue..... 12,023 14,909 Income taX eXPense.........cecveerveerveevennn 4,348 5,344 e —eeeeeee Net
INCOME....uvvveiiiiiieieieiiieeeeeeeeeeenns 7,675 9,565 ------m —oo——- Basic Weighted average number of common shares
outstanding (in thousands).................... 12,823 12,983 Earnings per share.......c...ccccceveevueenen. $ .60 $ .74 Diluted
Weighted average number of common shares and equivalents outstanding (in thousands).... 13,696 13,877 Earnings
per share........c.cccocueeeeneennee. $.56 $ .69 32 THE MERGER AGREEMENT The following is a summary of the material

terms of the Merger Agreement. The summary is qualified in its entirety by reference to the Merger Agreement, a
copy of which is attached to this proxy statement as ANNEX A and is incorporated herein by reference. You are urged
to read the entire Merger Agreement as it is the legal document that governs the Merger. THE MERGER The Merger
Agreement provides that subject to the conditions summarized below, Merger Sub will merge with and into the
Company. Following the completion of the Merger, Merger Sub will cease to exist as a separate entity, and the
Company will continue as the surviving corporation. EFFECTIVE TIME The Merger will become effective upon the
filing of a certificate of Merger with the Secretary of State of the State of Ohio in accordance with the Ohio Revised
Code, or at another time as is agreed upon by the Company, TechTronic and Merger Sub and specified in the
certificate of Merger. The time at which the Merger becomes effective is referred to as the "Effective Time" in this
proxy statement. MERGER CONSIDERATION At the Effective Time, each Royal share outstanding immediately
before the Effective Time will be cancelled and automatically converted into the right to receive $7.37 in cash,
without any other payment thereon, with the following exceptions: - treasury shares owned by the Company
subsidiaries will be cancelled without any payment thereon; and - shareholders who have perfected their dissenters'
rights will receive payment in cash of the fair value of their shares in accordance with Ohio law. PAYMENT
PROCEDURES Before the Effective Time, Merger Sub will deposit the consideration to be paid in the Merger with
an exchange agent acceptable to the Company and TechTronic. As soon as practicable after the Effective Time,
TechTronic or the exchange agent will send to each holder of Royal shares a letter of transmittal and instructions to
effect the surrender of the share certificates or other documentation that represent Royal shares or options, phantom
stock rights or any other security entitled to receive payment under the Merger Agreement, if any, in exchange for
payment of the consideration offered in respect of these shares or options, phantom stock rights or other security
entitled to receive payment under the Merger Agreement. You should not forward share certificates or other
documentation with the enclosed proxy card. You should surrender certificates representing Royal shares only after
receiving instructions from the exchange agent or TechTronic. Each Royal shareholder will be entitled to receive the
consideration offered Royal shareholders, after giving effect to any required tax withholdings, only upon surrender to
the exchange agent of the relevant share certificates, together with a properly completed letter of transmittal.
TechTronic will not pay interest on the consideration offered to Royal shareholders. The exchange agent will not
make payments to any person who is not the registered holder of the certificates surrendered unless the certificate is
properly endorsed or otherwise in proper form for transfer. Further, the person requesting this payment will be
required to pay any transfer or other taxes required as a result of this payment to a person other than the registered
holder of the certificate surrendered, or establish to the satisfaction of the exchange agent that the tax has been paid or
is not payable. STOCK OPTIONS AND PHANTOM STOCK RIGHTS The Merger Agreement provides that the
Company will take such actions as are required to adjust the terms of all outstanding options to purchase Royal shares
and all outstanding phantom stock awards in respect of Royal shares, so that, at the Effective Time, (i) each
outstanding option (whether or not then exercisable or vested) will become fully exercisable and vested and each
outstanding right (whether or not then exercisable) will become fully exercisable and vested, (ii) each option and right
will be cancelled and (iii) in consideration of such cancellation, each holder of options will receive, for each Royal
share issuable upon the exercise of such options, 33 cash in the amount of $7.37 less the applicable exercise price and
each holder of phantom stock awards will receive for each Royal share issuable in payment for such award cash in the
amount of $7.37. The Merger Agreement further provides that the Company has agreed not to grant any new options
to purchase Royal shares or phantom stock awards. NO FURTHER OWNERSHIP RIGHTS IN THE COMPANY
After the Effective Time, the holders of Royal shares will no longer have any rights as a shareholder, except for the
right to either exercise dissenters' rights as permitted under the Ohio Revised Code or surrender his, her or its
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certificates representing the Royal shares in exchange for the right to receive the consideration offered to Royal
shareholders represented by the delivered certificates at the time of surrender. After the Effective Time, no transfer of
shares shall be made on the share transfer books of the Company except as contemplated by the Merger Agreement.
Any certificates representing Royal shares presented after the Effective Time for transfer will be cancelled and
exchanged for the right to receive the consideration offered to Royal shareholders. DIRECTORS AND OFFICERS
The Merger Agreement provides that the directors and officers of Merger Sub immediately before the Effective Time
will be the directors and officers of the Company after the Merger. REPRESENTATIONS AND WARRANTIES The
Merger Agreement contains various representations and warranties made by the Company to TechTronic, Acquiror,
and Merger Sub, subject to identified exceptions, including representations and warranties relating to: - due
incorporation or organization, valid existence, good standing and requisite power of the Company; - subsidiaries of
the Company; - capitalization of the Company; - subject to adoption of the Merger Agreement by holder of two-thirds
of Royal shares outstanding on the Record Date, the authorization, execution, and delivery of the Merger Agreement
by the Company and the enforceability of the Merger Agreement against the Company; - absence of any conflict
between execution and delivery of the Merger Agreement and consummation of the transactions contemplated by the
Merger Agreement, including the Merger, on the one hand, and the Company's and its subsidiaries' organizational
documents and any contracts and documents applicable to the Company, its subsidiaries, or their assets, on the other
hand, except for conflicts that would not have a Material Adverse Effect; - required consents and approvals by third
parties other than Royal shareholders and including any governmental entities with certain exceptions for filings that
are required by securities and antitrust laws or would not have a Material Adverse Effect; - the Company has not
incurred since September 30, 2002 any undisclosed liabilities except for liabilities that would not have a Material
Adverse Effect; - the accuracy of the information supplied by the Company in this proxy statement and other
documents required to be filed with the Securities and Exchange Commission in connection with the Merger; -
compliance with laws (including environmental matters) and litigation; - labor, employment and matters related to the
Employee Retirement Income Security Act of 1974, as amended and other compliance and compensation matters
(including employee benefit plans); - filing of tax returns and payment of taxes; - intellectual property; - problems
with customers and suppliers, if any; - brokers' and advisors' fees with respect to the Merger; 34 - the opinion of a
financial advisor; - the approval of the Merger Agreement and the transactions contemplated by the Merger
Agreement, including the Merger, by the Royal Board; - the inapplicability of takeover statutes or regulations to the
Merger; - certain business practices; - real property of the Company and its subsidiaries; - the Company's properties
and accounts; - material licenses and permits; - product liability and warranties; - the enforceability and compliance
with material contracts; - insurance; and - indebtedness for borrowed funds. The Merger Agreement contains various
representations and warranties made by TechTronic, Acquiror, and Merger Sub to the Company, subject to identified
exceptions, including representations and warranties relating to: - due organization, valid existence, good standing and
requisite power of TechTronic, Acquiror and Merger Sub; - authorization, execution, delivery and enforceability of
the Merger Agreement; - absence of any conflict between the Merger Agreement and TechTronic's, Acquiror's and
Merger Sub's organizational documents, applicable laws or judgments, and any other contracts and documents; -
required consents and approvals, including the approval of TechTronic's shareholders; - the accuracy of the
information supplied by TechTronic, Acquiror and Merger Sub in this proxy statement and any other documents
required to be filed with the Securities and Exchange Commission in connection with the Merger. The representations
and warranties in the Merger Agreement will not survive beyond the Effective Time. CONDUCT OF THE
COMPANY'S BUSINESS PRIOR TO THE MERGER From December 16, 2002 to the Effective Time, the Company
and its subsidiaries are required to comply with certain restrictions on their conduct and operations. These restrictions
are described below and apply before the closing of the Merger, except as otherwise permitted under the Merger
Agreement or to the extent that TechTronic consents in writing, which consent cannot be unreasonably withheld. In
general, the Company will use its reasonable efforts to conduct business in the Ordinary Course of Business (as
defined in the Merger Agreement) consistent with past practices and in compliance with all Legal Requirements (as
defined in the Merger Agreement). The Company agreed to use all reasonable efforts to: - Preserve intact its business
organization and relationships. - Keep its current officers and employees. - Not make any provision for dividends,
stock splits, recapitalizations, issuances, purchases, or the creation of any lien (as defined in the Merger Agreement)
on or regarding any of its securities, except in accordance with the Merger Agreement. - Not amend its articles of
incorporation, code of regulations, or other organizational documents or merge or consolidate with a third party. - Not
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acquire or dispose of any material assets, except for purchases in accordance with a previously approved capital
expenditure budget and the sale of inventory, obsolete equipment for fair market value, and excess equipment not to
exceed $3,000,000 in the aggregate. 35 - Not sell, lease or otherwise encumber any of its properties or assets other
than in the ordinary course of business (as defined in the Merger Agreement) consistent with past practice. - Not take
any action that would cause the representations and warranties set forth in the Merger Agreement to no longer be true
and correct. - Not amend, modify or waiver any provision of the Company rights agreement (as defined in the Merger
Agreement) or redeem the rights issued thereunder, unless the Royal Board has determined in good faith, after
consultation with outside counsel, to permit a Superior Proposal (as defined in the Merger Agreement and on page
below). - Not make any change in accounting methods or cash management. - Not increase the compensation of any
officers, directors or key employees (except in the case of non-officers and directors in the Ordinary Course of
Business), expand an existing benefit plan, enter into or modify any employment or severance agreement with any
officer or director or employee of the Company or its subsidiaries, enter into a collective bargaining agreement, or
enter into a material transaction with any director, executive officer, or key employee of the Company. - Not
materially modify, amend, or terminate any of the Company's material contracts. - Not create or suffer to exist any
liens or restrictions with respect to any of the assets or properties of the Company or its subsidiaries. - Not make a
material tax election or settle or compromise any material income tax liability. - Not materially waive or modify any
confidentiality or standstill agreement or make any payments that have not been reserved against in the Company's
most recent consolidated financial statements (or the notes thereto). - Not make any payment or incur any liability for
the purpose of obtaining a consent from a third party to the transactions contemplated by the Merger Agreement. -
Keep in full force and effect the Company's current insurance coverage. - Not materially accelerate the collection of
receivables or defer the payment of payables. - Not permit any purchase of Royal shares by the Company or any of its
subsidiaries at a price higher than $7.37 per share. - Not fail to inform TechTronic of any event that could reasonably
be expected to result in a breach of any representation or warranty in the Merger Agreement and enter into an
agreement or arrangement to do any of the foregoing. These restrictions do not apply to any transaction between the
Company and any wholly owned subsidiary of the Company. In addition, the Company, TechTronic, and Acquiror
have agreed not to take any action that would reasonably be expected to result in the failure of any of the conditions to
the Merger set forth in the Merger Agreement. The Company and Acquiror will give prompt oral and written notice to
the other party of (i) any event likely to cause a Material Adverse Change or any representation or warranty to be
untrue or inaccurate or (ii) any failure of the Company, Acquiror, or TechTronic to comply with the Merger
Agreement. PREPARATION OF PROXY STATEMENT The Company and TechTronic have agreed that the
information provided by each of them for use in this proxy statement related to the Merger will be true and correct in
all material respects and will not omit any material fact required to be stated therein or necessary in order to make this
information not misleading on the date this proxy is first mailed to Royal shareholders and on the date of the Special
Meeting. Each of the Company, TechTronic, Acquiror, and Merger Sub has also agreed to correct any information
provided by it for use in this proxy statement that has become false or misleading. 36 NON-SOLICITATION The
Merger Agreement provides that the Company will not, and will not authorize or permit any of its subsidiaries,
officers, directors or employees, investment bankers, attorneys, accountants or other advisors or representatives, to
directly or indirectly: - solicit, initiate or encourage the submission of, any Company Takeover Proposal (as defined
below), including by furnishing information; or - participate in any discussions or negotiations regarding a Company
Takeover Proposal. For purposes of the Merger Agreement and this proxy statement, a "Company Takeover Proposal”
means any inquiry, proposal or offer from any person relating to a: - direct or indirect acquisition or purchase of a
business that constitutes 20% or more of the net revenues, net income, or the assets of the Company and its
subsidiaries, taken as a whole; - direct or indirect acquisition or purchase of 20% or more of any class of equity
securities of the Company or any of its subsidiaries whose business constitutes 20% or more of the net revenues, net
income, or assets of the Company and its subsidiaries, taken as a whole; - tender offer or exchange offer that if
consummated would result in any person beneficially owning 20% or more of any class of equity securities of the
Company or any of its subsidiaries whose business constitutes 20% or more of the net revenues, net income, or assets
of the Company and its subsidiaries, taken as a whole; or - merger, consolidation, business combination,
recapitalization, liquidation, dissolution, or similar transaction involving the Company or any of its subsidiaries whose
business constitutes 50% or more of the net revenues, net income, or assets of the Company and its subsidiaries, taken
as a whole, other than the transactions contemplated by this Agreement. After the Royal Board consults with its legal,

17



Edgar Filing: WFS FINANCIAL INC - Form 425

financial and other advisors to determine its fiduciary duties, the Company may, before the Special Meeting and in
response to a Superior Proposal that was not solicited and did not result from a breach of the non-solicitation provision
of the Merger Agreement: - furnish information with respect to the Company and its subsidiaries to the person making
a Superior Proposal and its representatives pursuant to a confidentiality agreement; and - participate in discussions or
negotiations with the person making a Superior Proposal and its representatives regarding the Superior Proposal.
"Superior Proposal”" means any bona fide written offer for a Company Takeover Proposal by a third party that, the
Board of Directors of the Company determines in good faith, has the good faith intent to proceed with negotiations
and the financial and other capabilities to consummate the Company Takeover Proposal, taking into account, among
other things, the legal, financial, regulatory, and other aspects of such Company Takeover Proposal, (i) on terms
which the Board of Directors of the Company determines in its good faith judgment (based on the advice of its legal
and financial advisors) is more favorable to the constituencies of the Company that may be considered by the directors
of the Company under Section 1701.59(E) of the Ohio General Corporation Law, and (ii) that is reasonably capable of
being completed. Furthermore, the Merger Agreement provides that the Royal Board may not, unless the Merger
Agreement is terminated in accordance with its terms: - withdraw or adversely modify, or publicly propose to
adversely withdraw or modify, its approval or recommendation of the Merger Agreement and the transactions
contemplated by the Merger Agreement, including the Merger; - approve any letter of intent, agreement in principle,
acquisition agreement or similar agreement providing for any Company Takeover Proposal; or - approve or
recommend, or publicly propose to approve or recommend, any Company Takeover Proposal. In addition, in the event
of an unsolicited bona fide Company Takeover Proposal as described above, the Merger Agreement provides that the
Company must promptly notify TechTronic of any request for information or 37 Company Takeover Proposal and of
the material terms of the request or Company Takeover Proposal. The Company also agreed to keep TechTronic
reasonably informed of the status and details of any request for information or Company Takeover Proposal.
CONFIDENTIALITY; PUBLIC ANNOUNCEMENT TechTronic and the Company have agreed that, except as
provided in the non-solicitation provision, they will not make any additional public disclosures without the prior
consent of the other (which consent may not be unreasonably withheld) as to the content and timing of this disclosure.
However, either party may make these disclosures as may be required to comply with applicable law, regulations or
New York or Hong Kong Stock Exchange requirements, as long as the other party is afforded (to the extent
practicable) prior notice thereof. ACCESS TO INFORMATION The Company has agreed to give TechTronic and its
authorized representatives full access to the offices and other facilities, and to all books and records, of the Company
and its subsidiaries (including access to perform environmental studies, if deemed necessary or appropriate by
Acquiror). This access is subject to the terms of a confidentiality agreement between Acquiror and the Company and
can only occur after reasonable notice and at reasonable times without undue disruption to the Company's business.
Any review will be limited to confirming the accuracy of the representations and warranties of the Company
contained in the Merger Agreement. AGREEMENT TO USE REASONABLE COMMERCIAL EFFORTS Subject to
the terms and conditions of the Merger Agreement (including the limitations provided in the Merger Agreement
regarding the fiduciary duties of the Royal Board), the Company, TechTronic, Acquiror, and Merger Sub have agreed
to use their respective reasonable commercial efforts to take, or cause to be taken, all actions, and to do, or cause to be
done as promptly as practicable, all things necessary, proper and advisable under applicable laws and regulations to
consummate and make effective as promptly as practicable the transactions contemplated by the Merger Agreement
and to cause the conditions to the closing to be satisfied. NOTIFICATION OF CERTAIN MATTERS The Company,
on the one hand, and TechTronic, Acquiror, and Merger Sub, on the other hand, have agreed to promptly notify in
writing the other party of: - the occurrence or non-occurrence of any fact or event that would be likely to cause: - any
representation or warranty contained in the Merger Agreement to be untrue or inaccurate in any respect; or - a
Material Adverse Change; and - any failure of the Company, TechTronic, or Acquiror to comply with or satisfy any
covenant or condition under the Merger Agreement. It should be noted, however, that notification will not affect the
representations or warranties of, or the remedies available to, any party to the Merger Agreement.
INDEMNIFICATION AND INSURANCE TechTronic will, and will cause the surviving corporation to, indemnify
and hold harmless the current or former employees, directors, or officers of the Company and its subsidiaries for all
acts or omissions by them in their official capacities or taken at the request of the Company that occur before the
Effective Time. This indemnity may be limited by Ohio law. Any indemnification arrangements or agreements of the
Company or its subsidiary will survive the Merger and continue in full force and effect without amendment or
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modification except as required by law. Furthermore, for a period of six years following the Effective Time the
surviving corporation will maintain in effect the Company's current directors' and officers' liability insurance policy or
enter into a policy providing at least comparable coverage. This coverage must apply to persons who are currently
covered by the Company's policy. However, the surviving corporation is not required to expend in any one year an
amount in excess of 38 200% of the estimated 2003 premium for this insurance. If the coverage can only be obtained
at an annual premium that exceeds this amount, the surviving corporation will be obligated to obtain as much
insurance as can be obtained for an annual premium not exceeding this amount. This obligation will pass to any
successor of the surviving corporation. CLOSING DELIVERIES THE COMPANY At the closing of the Merger, the
Company has agreed to deliver the following documents: - a certificate executed on behalf of the Company by its
Chief Executive Officer to the effect that (i) the representations and warranties of the Company contained in the
Merger Agreement are true and correct in all material respects when made and as of the time of the closing date, as if
again made by the Company at that time (except for representations and warranties expressly made as of an earlier
date, in which case as of that earlier date), and (ii) the Company has performed and complied in all material respects
with all of its covenants under the Merger Agreement to be performed by it on or prior to the closing date; - a
certificate of the Company's secretary dated as of the closing date as to (i) any resolutions of the Company authorizing
the execution of, delivery or performance of the Merger Agreement or any other related document and (ii) the Articles
of Incorporation and Code of Regulations of the Company, with any amendments thereto, in effect as of the date of
the Merger Agreement; - good standing certificates for the Company issued by the Secretary of State of Ohio; -
resignations of the current directors of the Company effective on the Effective Time. TECHTRONIC, ACQUIROR
AND MERGER SUB At the closing of the Merger, TechTronic and Merger Sub have agreed to deliver the following
documents: - on or before the closing date but before the Effective Time, TechTronic, Acquiror, or Merger Sub shall
have deposited with the exchange agent all consideration due under the Merger Agreement for Royal shares, options
for Royal shares and phantom stock awards (see "The Merger Agreement -- Payment Procedures" on page ). -
immediately before the Effective Time, TechTronic, Acquiror, or Merger Sub shall have furnished cashiers checks or
wire transfers of funds to certain executives and officers in the aggregate amount of $2.4 million (see "Interest of
Certain Persons in the Merger -- Relationship Between the Company and its Officers and Directors" on page ); - a
certificate executed on behalf of TechTronic by its chief executive officer to the effect that (i) the representations and
warranties of TechTronic, Acquiror, and Merger Sub contained in the Merger Agreement were accurate and correct in
all material respects as of the date of the Merger Agreement and as of the date of the closing (except for
representations and warranties expressly made as of an earlier date, in which case as of that earlier date), and (ii)
TechTronic, Acquiror, and Merger Sub have performed in all material respects all of their covenants under the Merger
to be performed by them on or prior to the closing date. CLOSING CONDITIONS The closing of the Merger is
conditioned upon the satisfaction or waiver by TechTronic and the Company, on or before the date of the closing of
the Merger, of the following requirements: - shareholders of the Company and TechTronic shall each have adopted the
Merger Agreement and the transactions contemplated by the Merger Agreement, including the Merger; - all material
consents, approvals and actions of, filings with and notices to any governmental entity that is required to consummate
the Merger and the other transactions contemplated by the Merger Agreement shall have been obtained in form and
substance reasonably satisfactory to Acquiror; - no Restraint affecting the consummation of the Merger or seeking to
prohibit the transactions contemplated under the Merger Agreement shall be in effect; provided, however, that the
party or parties 39 asserting this condition shall have used its or their commercially reasonable efforts to prevent the
entry of any Restraint and to appeal as promptly as possible any Restraints that may be entered; - the waiting period
(including any extension thereof) applicable under the HSR Act and any applicable laws of any non-U.S. jurisdiction
relating to anti-trust matters or competition shall have expired or been terminated. This condition was satisfied on
February 20, 2003. TECHTRONIC The obligations of TechTronic, Acquiror, and Merger Sub to consummate the
Merger under the Merger Agreement are subject to the satisfaction, at or before the closing of the Merger, of the
following conditions, any one or more of which may be waived by TechTronic, Acquiror, or Merger Sub (to the
extent permitted by applicable law): (1) The representations and warranties made by the Company in the Merger
Agreement must be accurate and correct in all material respects when the Merger closes as if again made by the
Company on the closing date (except for representations and warranties that refer to a specific date, in which case the
representations and warranties must be accurate and correct in all material respects as of that date); (2) The Company
must have performed or complied with, in all material respects, all of its obligations required to be performed or
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complied with on or before the closing date; (3) There shall not have been any Material Adverse Change since
December 16, 2002; (4) Not more than 10% of the holders of Royal shares outstanding at the close of business on the
Record Date have demanded their dissenters' rights for their shares in accordance with Ohio law; and (5) Delivery of
the closing documents by the Company as described under "-- Closing Deliveries". THE COMPANY The obligations
of the Company to consummate the Merger under the Merger Agreement are subject to the satisfaction, at or before
the closing of the Merger, of the following conditions, any one or more of which may be waived by the Company (to
the extent permitted by applicable law): (1) The representations and warranties made by TechTronic, Acquiror and
Merger Sub in the Merger Agreement must be accurate and correct in all material respects when the Merger closes, as
if again made on the closing date (except for representations and warranties that refer to a specific date, in which case
the representations and warranties must be accurate and correct in all material respects as of that date); (2)
TechTronic, Acquiror, and Merger Sub must have otherwise performed or complied with in all material respects all of
their obligations under the Merger Agreement to be performed or complied with on or before the closing date; (3) The
deposit of funds equal to the aggregate amount due to Royal shareholders for their shares, due the option and phantom
stock award holders, and due to certain employees for termination of their existing employment and severance
agreements and execution of new employment agreements; and (4) Delivery of the closing documents by TechTronic,
Acquiror and Merger Sub as described under "-- Closing Deliveries". TERMINATION; TERMINATION FEE The
Merger Agreement may be terminated at any time before the closing of the Merger, whether before or after Royal
shareholders have adopted it: (1) By the mutual written consent of Acquiror and the Company; (2) By Acquiror or the
Company if all of the conditions relating to the other party described above in "The Merger Agreement -- Closing
Conditions" above are not satisfied or waived by Acquiror or the Company on or before April 15, 2003; except that no
party has the right to terminate the Merger 40 Agreement if these conditions were not satisfied because that party
failed to fulfill or breached any of its obligations under the Merger Agreement; (3) By Acquiror or the Company if
anything that would cause, or would be reasonably likely to give rise to, the failure of any of the conditions to the
obligations of the other party described in "The Merger Agreement -- Closing Conditions" above exists and cannot be
or has not been cured within 30 days after written notice is given by the other party; (4) By Acquiror if a breach of any
representation, warranty, covenant, or agreement by the Company results in a Material Adverse Effect and is not cured
within 30 days or cannot be cured; (5) By the Company if a breach of any representation, warranty, covenant, or
agreement by TechTronic, Acquiror, or Merger Sub that includes failure to fully fund the amounts described in
paragraph 2 of "The Merger Agreement -- Closing Conditions" above results in a Material Adverse Effect that is not
cured within 30 days or that cannot be cured; (6) By either the Company or TechTronic, if Royal Shareholders do not
adopt the Merger Agreement and the transactions contemplated by the Merger Agreement, including the Merger, upon
a vote taken at the Special Meeting (including any adjournment or postponement thereof) or if any Restraint is in
effect and final; (7) By the Company in connection with entering into a binding agreement concerning a Superior
Proposal, provided the Company gives notice of the Superior Proposal to Acquiror as described in "The Merger
Agreement -- Non-Solicitation" above and pays to TechTronic the termination fee of $5,300,000 and up to $700,000
of all reasonable out-of-pocket fees and expenses payable by Acquiror or Merger Sub in connection with the Merger;
or (8) By Acquiror if (i) a third-party makes a tender offer for 50% or more Royal shares and within 10 days the Royal
Board does not recommend that Royal shareholders reject this tender offer, (ii) the Company recommends, authorizes,
proposes, or publicly announces an agreement with a third party to merge, to sell 20% of the consolidated assets of the
Company and its subsidiaries, or to issue, sell, or otherwise dispose of securities representing 10% or more of the
voting power of the Company, (iii) a third party acquires beneficial ownership of 15% or more outstanding Royal
shares, or (iv) the Royal Board withdraws or adverse and modifies its approval or recommendation of the Merger
Agreement and the transactions contemplated by the Merger Agreement, including the Merger, or indicates that it
would withdraw or adversely modify its recommendation but for Acquiror's right to then terminate the Merger
Agreement and/or obligate the Company to pay the termination fee and expenses as described in Paragraph (7) above.
SOURCE AND AMOUNT OF FUNDS Based on the number of outstanding Shares on the Record Date, as well as
anticipated payments to holders of options to purchase Royal shares and phantom stock rights, TechTronic will
require approximately $105.5 million in cash to pay Royal shareholders and certain employees the aggregate amount
owed under the Merger Agreement. TechTronic intends to fund this payment through a combination of its own cash
reserves and indebtedness drawn down on the existing credit facilities. The Company believes that the financing
necessary is assured due to the fact that TechTronic has cash reserves greater than the purchase consideration.
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BENEFICIAL OWNERSHIP OF ROYAL SHARES SECURITY OWNERSHIP OF CERTAIN BENEFICIAL
OWNERS To the Company's knowledge, except as set forth below, no person beneficially owns more than five
percent of outstanding Royal shares. The following table sets forth each person or entity who, pursuant to SEC rules,
had 41 beneficial ownership of 5% or more of the Common Shares of the Company on February 28, 2003, based upon
information furnished to the Company. AMOUNT AND NATURE OF BENEFICIAL OWNERSHIP OF PERCENT
OF NAME AND ADDRESS OF BENEFICIAL OWNER ROYAL SHARES SHARES(1)

Richmont Capital Partners I, L.P. ...........cc.ccoocc.ee. 2,969,900 22.8%
2400 Dallas Parkway, Suite 230 Plano, Texas 75093 John P. Rochon..........c.ccecvvveiienciieecieeieee. 2,991,400(2) 23.2%
2400 Dallas Parkway, Suite 230 Plano, Texas 75093 E. Patrick Nalley.........cccccocevviiniiiniiiniennnnen. 1,070,000(3) 8.3%
7005 Cochran Road Glenwillow, Ohio 44139 Dimensional Fund AdviSOrs...........cccccoeevvvevvevenennn. 925,900(4) 7.2%
1299 Ocean Avenue Santa Monica, CA 90401 Kestrel Investment Management Corporation................... 709,000(5)
5.5% 411 Borel Avenue San Mateo, CA 94402 -----------——-- (1) Percent of class was calculated based on the number

of outstanding Royal shares as of February 28, 2003 (12,861.052) and the most recent information provided by the
beneficial owner in documents filed with the SEC. (2) Mr. Rochon is President of the general partner of Richmont
Capital Partners I, L.P. Amount includes 2,969,900 shares owned by Richmond Capital Partners I, L.P., and 20,000
shares that can be acquired by the exercise of stock options. (3) Includes 50,000 shares which can be acquired by the
exercise of stock options. (4) As of December 31, 2002 pursuant to a Schedule 13(G) dated February 3, 2003, filed
with the Securities and Exchange Commission. (5) As of December 31, 2002 pursuant to a Schedule 13(G) dated
February 13, 2003, filed with the Securities and Exchange Commission. SECURITY OWNERSHIP OF
MANAGEMENT The following table sets forth the amount of the Company's Common Shares actually and
beneficially owned by the Company's Directors, each of the named officers, and all the Directors and Executive
Officers as a group as of February , 2003. VESTED OPTION ACTUAL AND PHANTOM OWNED STOCK
AWARD TOTAL PERCENT NAME OF BENEFICIAL OWNER SHARES SHARES(1) SHARES OF TOTAL(2)

Michael J. Merriman.................... 222,000 453,982(3)
675,982 5.1% E. Patrick Nalley..........c..c...... 1,020,000 50,000(4) 1,070,000 8.3 Joseph B. Richey, III..................
200,000 50,000(5) 250,000 1.9 John P. Rochon...........c............ 2,971,400 20,000(6) 2,991,400 23.2 R. Louis
Schneeberger.................. 48,000 50,000(4) 98,000 * Jack Kahl, Jr........cccoevennnnen.. 120,000 20,000(6) 140,000 1.1
Richard C. Farone...................... 2,684 139,707(7) 142,391 1.1 Richard G. VaseK..............c........ 5,555 146,300(8)
151,855 1.2 David M. Brickner...................... 5,762 76,000(9) 81,762 * All directors and executive officers as a group
(9 persons)........c..c..... 4,595,401 1,005,989(10) 5,601,390 40.4 42 ----mmmmmmemmm- * Less than 1%. (1) Shares that can be

acquired by the exercise of vested stock options or receipt of vested phantom stock awards on or prior to March 31,
2003, without regard to acceleration caused by the Merger. (2) The percentage of Total is based on the Total Shares
owned by the individual divided by the sum of (i) total outstanding shares as of the Record Date, plus (ii) the vested
option and phantom stock award shares held by such individual or individuals. The total does not include options or
phantom stock award shares held by any other person. (3) The aggregate exercise price payable by Mr. Merriman for
these shares is $1,656,250. (4) The aggregate exercise price payable by each of Messrs. Nalley and Schneeberger for
their respective shares is $183,050. (5) The aggregate exercise price payable by Mr. Richey for these shares is
$176,250. (6) The aggregate exercise price payable by each of Messrs. Rochon and Kahl for their respective shares is
$72,500. (7) The aggregate exercise price payable by Mr. Farone for these shares is $568,318. (8) The aggregate
exercise price payable by Mr. Vasek for these shares is $581,688. (9) The aggregate exercise price payable by Mr.
Brickner for these shares is $324,124. (10) The aggregate exercise price payable by all directors and executive officers
is $3,817,731. ADDITIONAL INFORMATION The SEC allows the Company to incorporate by reference
information into this proxy statement, which means that the Company can disclose important information to
shareholders by referring shareholders to another document filed separately with the SEC. This proxy statement
incorporates by reference the documents listed below that the Company has previously filed with the SEC. These
documents contain important information about the Company and its respective business, financial condition and
results of operations. - Annual Report on Form 10-K for the year ended December 31, 2001. - Quarterly Report on
Form 10-Q for the quarter ended September 30, 2002. Our Annual Report on Form 10-K for the year ended December
31, 2001 is enclosed with this proxy statement as Annex D. Our Quarterly Report on Form 10-Q for the quarter ended
September 30, 2002 is also enclosed with this proxy statement as Annex E. Any statement contained in a document
incorporated by reference in this proxy statement shall be deemed to be modified or superseded for all purposes to the
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extent that a statement contained in this proxy statement modifies or replaces the statement. Any statement so
modified or superseded shall not be deemed, except as so modified or superseded, to constitute part of this proxy
statement. We undertake to provide by first class mail, without charge and without one business day of receipt of any
written or oral request, to any person to whom a copy of this proxy statement has been delivered, a copy of any or all
of the documents referred to above which have been incorporated by reference in this proxy statement, other than
exhibits to the documents, unless the exhibits are specifically incorporated by reference therein. Requests for copies
should be directed to Royal Appliance Mfg. Co., 7005 Cochran Road, Glenwillow, Ohio 44139, Attention: Investor
Relations Department. The Company will mail requested documents to shareholders by first class mail, or another
equally prompt means, within one business day after receiving a request. We are subject to the informational filing
requirements of the Securities Exchange Act of 1934, as amended, and, in accordance therewith, are required to file
periodic reports, proxy statements and other information with the Securities and Exchange Commission related to our
business, financial condition and other matters. Information as of particular dates concerning our directors and
officers, their remuneration, stock options granted to them, the principal holders of our securities and any material
interest of such persons in transactions with us is required to be disclosed in proxy statements distributed to our
shareholders and filed with the Securities and Exchange Commission. Such reports, proxy statements and other
information should be available for inspection at the public reference facilities maintained by the Securities and
Exchange Commission at Room 1024, 450 Fifth Street, N.W., Washington, D.C. 20549. Please all the Commission at
1-800-SEC-0330 for further information on the public reference rooms. Copies of such materials may also be obtained
by mail, upon payment of the 43 Securities and Exchange Commission's customary fees, by writing to its principal
office at 450 Fifth Street, N.W., Washington, D.C. 20549. These materials filed by us with the Securities and
Exchange Commission are also available at the website of the Securities and Exchange Commission at www.sec.gov.
YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED OR INCORPORATED BY REFERENCE
IN THIS DOCUMENT IN DETERMINING HOW TO VOTE. THE COMPANY HAS NOT AUTHORIZED
ANYONE TO PROVIDE YOU WITH INFORMATION THAT IS DIFFERENT FROM THE INFORMATION
CONTAINED IN, ATTACHED TO, OR INCORPORATED BY REFERENCE INTO, THIS DOCUMENT. THIS
DOCUMENT IS DATED MARCH, 2003. YOU SHOULD NOT ASSUME THAT THE INFORMATION
CONTAINED IN THIS DOCUMENT IS ACCURATE AS OF ANY DATE OTHER THAN THAT DATE, AND
THE MAILING OF THIS DOCUMENT SHALL NOT CREATE ANY IMPLICATION TO THE CONTRARY.
CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS We have made certain
forward-looking statements in this proxy statement (and in documents that are incorporated by reference) that are
subject to risks and uncertainties. Forward-looking statements are not guarantees of performance. You are cautioned
not to place undue reliance on our forward-looking statements. Forward-looking statements include the information
concerning possible or assumed results of operations. Also, when we use words such as "believe," "expect,"
"anticipate," "plan” or "intend" or similar expressions, we are making forward-looking statements. You should note
that many factors could affect our future financial results and could cause these results to differ materially from those
expressed in our forward-looking statements. These factors include the following: (i) the failure of TechTronic or
Royal shareholders to adopt the Merger Agreement and other reasons that could cause the Merger Agreement to
terminate in accordance with its terms (including denial of required regulatory approval); (ii) competition from other
consumer appliance companies; and (iii) seasonality or an economic downturn that could limit consumer spending.
Further, the Company operates in an industry sector where securities values may be volatile and may be influenced by
economic and other factors beyond the Company's control. In the context of the forward-looking information provided
in this proxy statement and in other reports, please refer to the discussions detailed in the Management's Discussion
and Analysis of Financial Conditions and Results of Operations included in the Company's annual report on Form
10-K for the period ended December 31, 2001 and its quarterly report on Form 10-Q for the period ended September
30, 2002. OTHER MATTERS AS OF THE DATE OF THIS PROXY STATEMENT, THE ROYAL BOARD IS
NOT AWARE OF ANY MATTERS TO BE PRESENTED AT THE SPECIAL MEETING OTHER THAN THOSE
DESCRIBED IN THIS PROXY STATEMENT. IF OTHER MATTERS SHOULD PROPERLY COME BEFORE
THE SPECIAL MEETING OR ANY ADJOURNMENTS OR POSTPONEMENTS THEREOF AND BE VOTED
UPON, THE ENCLOSED PROXIES WILL BE DEEMED TO CONFER DISCRETIONARY AUTHORITY ON
THE INDIVIDUALS NAMED AS PROXIES THEREIN TO VOTE THE SHARES REPRESENTED BY THE
PROXIES AS TO ANY MATTERS. THE INDIVIDUALS NAMED AS PROXIES MAY ALSO VOTE TO
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ADJOURN OR POSTPONE THE SPECIAL MEETING IN ORDER TO SOLICIT ADDITIONAL VOTES FROM
SHAREHOLDERS. Proxies may confer discretionary authority to vote on any matter of which we receive notice after
February , 2003, without the matter being described in the proxy statement for the annual meeting. By Order of the
Board of Directors, Royal Appliance Mfg. Co. Corporate Secretary March , 2003
THE BOARD OF DIRECTORS HOPES THAT SHAREHOLDERS WILL ATTEND THE MEETING. WHETHER
OR NOT YOU PLAN TO ATTEND, YOU ARE URGED TO COMPLETE, DATE, SIGN AND RETURN THE
ENCLOSED PROXY IN THE ACCOMPANYING ENVELOPE. A PROMPT RESPONSE WILL FACILITATE
ARRANGEMENTS FOR THE MEETING. YOUR PARTICIPATION IS APPRECIATED. 44 ANNEX A
AGREEMENT AND PLAN OF MERGER DATED AS OF DECEMBER 16, 2002 BY AND AMONG
TECHTRONIC INDUSTRIES CO. LTD., RAMC HOLDINGS, INC., TIC ACQUISITION CORP., AND ROYAL
APPLIANCE MFG. CO. TABLE OF CONTENTS PAGE ---- ARTICLE I THE

MERGER........c.ccooiimimiiiiiinincciceeeesreeeeeen 1 SECTION 1.1 The MErer......ccccoeveueeenenenreieenenveeennenes 1
SECTION 1.2 ClOSING...ccuvteterierieeienieeieeeeeie e 2 SECTION 1.3 Effective Time........ccccoevervierveniieniicnieeienee,
2 SECTION 1.4 Effects of the Merger..........cccoceeveenieneeneennen. 2 SECTION 1.5 Articles of Incorporation and Code of
Regulations........... 2 SECTION 1.6 Directors and Officers of the Surviving Corporation......... 2 ARTICLE I
CANCELLATION AND CONVERSION OF SHARES; CONSIDERATION................... 2 SECTION 2.1 Effect on
Capital Stock.......ccccevveereeniienienennnen. 2 SECTION 2.2 Company Stock Option Plans.........c..ccoccerviriennnnnne. 3 SECTION
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Form of Company Closing Certificate Exhibit 3 -- Form of Parent Closing Certificate ii AGREEMENT AND PLAN
OF MERGER AGREEMENT AND PLAN OF MERGER (this "Agreement"), dated as of December 16, 2002, among
ROYAL APPLIANCE MFG. CO., an Ohio corporation (the "Company"), TechTronic Industries Co., Ltd., a
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corporation organized under the laws of Hong Kong ("Parent"), RAMC HOLDINGS, INC., a Delaware corporation
("Acquiror"), and TIC ACQUISITION CORP., an Ohio corporation and a wholly owned subsidiary of Acquiror
("Merger Sub"). RECITALS A. The respective Boards of Directors of the Company, Acquiror, Parent, and Merger
Sub have approved the merger of Merger Sub with and into the Company (the "Merger"), upon the terms and subject
to the conditions set forth in this Agreement, whereby each issued and outstanding common share, without par value,
of the Company ("Company Common Stock"), other than (i) Dissenting Shares, (ii) any shares owned by any direct or
indirect subsidiary of the Company and any Company Common Stock held in the treasury of the Company, or (iii)
owned by Acquiror or an Affiliate of Acquiror will be converted into the right to receive the Merger Consideration; B.
The respective Boards of Directors of the Company, Acquiror, Parent, and Merger Sub have each determined that the
Merger and the other transactions contemplated hereby are consistent with, and in furtherance of, their respective
business strategies and goals; C. The Company, Acquiror, Parent, and Merger Sub desire to make certain
representations, warranties, covenants and agreements in connection with the Merger and also to prescribe various
conditions to the Merger; D. The Board of Directors of the Company has resolved to recommend the Merger to the
holders of the Company Common Stock, has determined that the consideration to be paid for each share of Company
Common Stock in the Merger is fair to the holders of such Company Common Stock, and has resolved to recommend
that the holders of such Company Common Stock accept the Merger Consideration and approve this Agreement and
each of the transactions contemplated hereby upon the terms and subject to the conditions set forth herein; E.
Concurrently with the execution and delivery of this Agreement, as a condition and inducement to Acquiror's, Parent's
and Merger Sub's willingness to enter into this Agreement, certain shareholders of the Company (the "Major
Shareholders") have entered into Voting Agreements, dated as of the date of this Agreement, in the form attached
hereto as EXHIBIT 1 (the "Voting Agreements") pursuant to which each such Major Shareholder has, among other
things, agreed to vote the Company Common Stock held by such Major Shareholder for the Merger; F. The Board of
Directors of Parent has resolved to recommend the Merger to the holders of shares of Parent Common Stock and the
executive members of the Board of Directors of Parent have expressed their respective intentions to vote their shares
of Parent Common Stock in favor of the Merger; and G. Currently with the execution and delivery of this Agreement,
as a condition and inducement to Acquiror's, Merger Sub's and Parent's willingness to enter into this Agreement, the
Company has entered into new employment agreements with each of the individuals listed on Section 6.3(d) of the
Company Disclosure Schedule, which agreements are effective as of the Effective Time and which terminate each of
those individuals' current employment and severance agreements. In exchange for the individuals' agreement to
terminate their existing agreements and enter into the new agreements, such individuals will receive at the Effective
Time, in the aggregate, $2.4 million. Accordingly, for good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the parties, intending to be legally bound, hereby agree as follows. Capitalized terms
used herein shall have the meanings referred to or set forth in Appendix A hereto. ARTICLE I THE MERGER
SECTION 1.1 The Merger. Upon the terms and subject to the conditions set forth in this Agreement, and in
accordance with the Ohio Statutes, Merger Sub shall be merged with and into the Company at the Effective 1 Time
and the separate corporate existence of Merger Sub shall thereupon cease. Following the Effective Time, the Company
shall be the surviving corporation (the "Surviving Corporation"). SECTION 1.2 Closing. The closing of the Merger
(the "Closing") will take place at 10:00 a.m. on a date to be specified by the parties, which shall be no later than the
second business day after satisfaction or waiver (subject to applicable law) of the conditions (excluding conditions
that, by their terms, cannot be satisfied until the Closing Date) set forth in ARTICLE VI, unless another time or date is
agreed to by the parties hereto. The Closing will be held at the offices of Kahn Kleinman, a legal professional
association, 2600 Erieview Tower, 1301 East Ninth Street, Cleveland, Ohio 44114, or such other location as the
parties hereto shall agree to in writing. The date on which the Closing occurs is hereinafter referred to as the "Closing
Date." SECTION 1.3 Effective Time. Subject to the provisions of this Agreement, as soon as practicable or prior to
the Closing Date, the parties shall (i) file a Certificate of Merger (the "Certificate of Merger") in such form as is
required by and executed in accordance with the relevant provisions of the Ohio Statutes and (ii) make all other filings
or recordings required under the Ohio Statutes. The Merger shall become effective at such time as the Certificate of
Merger is duly filed with the Secretary of State of the State of Ohio, or at such later date or time as the Company and
Acquiror shall agree and specify in the Certificate of Merger (the date and time the Merger becomes effective being
the "Effective Time"). SECTION 1.4 Effects of the Merger. The Merger shall have the effects set forth in the Ohio
Statutes. Without limiting the generality of the foregoing, and subject thereto, at the Effective Time all the property,
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rights, privileges, powers and franchises of the Company and Merger Sub shall be vested in the Surviving
Corporation, and all debts, liabilities and duties of the Company and Merger Sub shall become the debts, liabilities
and duties of the Surviving Corporation. SECTION 1.5 Articles of Incorporation and Code of Regulations. Subject to
Section 5.4, the articles of incorporation and code of regulations of Merger Sub shall be the articles of incorporation
and code of regulations, respectively, of the Surviving Corporation until thereafter changed or amended as provided
therein or by applicable law; provided, however, that the name of the Surviving Corporation shall be "Royal
Appliance Mfg. Co." SECTION 1.6 Directors and Officers of the Surviving Corporation. The directors of Merger Sub
immediately prior to the Effective Time shall be the directors of the Surviving Corporation and the officers of the
Company immediately prior to the Effective Time shall be the officers of the Surviving Corporation, in each case,
until the earlier of their death, resignation or removal or until their respective successors are duly elected and
qualified, as the case may be. ARTICLE Il CANCELLATION AND CONVERSION OF SHARES;
CONSIDERATION SECTION 2.1 Effect on Capital Stock. As of the Effective Time, by virtue of the Merger and
without any action on the part of the holder of any shares of capital stock of the Company or Merger Sub: (a)
Cancellation of Treasury Stock and Company-Owned Stock. Each share of Company Common Stock that is (i) owned
by any direct or indirect subsidiary of the Company, (ii) owned by Acquiror or an Affiliate of Acquiror, or (iii) held in
the treasury of the Company shall automatically be canceled and retired and shall cease to exist, and no consideration
shall be delivered in exchange therefor. (b) Conversion of Company Common Stock. Subject to SECTION 2.5
(Dissenters' Rights), each issued and outstanding share of Company Common Stock shall be converted into the right
to receive $7.37 in cash (the "Merger Consideration"). (c) Capital Stock of Merger Sub. At the Effective Time, each
share of common stock, no par value, of Merger Sub issued and outstanding immediately prior to the Effective Time
shall be converted into one share of common stock of the Surviving Corporation. (d) Cancellation and Retirement of
Company Common Stock. As of the Effective Time, all shares of Company Common Stock (other than shares to be
canceled in accordance with SECTION 2.1(A) and Dissenting Shares) shall no longer be outstanding and shall
automatically be canceled and retired and shall cease to exist, and each holder of a certificate representing any such
shares of Company Common Stock 2 shall cease to have any rights with respect thereto, except the right to receive the
Merger Consideration, without interest, upon surrender of such certificate in accordance with SECTION 2.3.
SECTION 2.2 Company Stock Option Plans. For purposes of this Agreement, the term "Option" means each
unexercised option, warrant, phantom stock award or other security (including, without limitation, any "Company
Stock Option," as hereafter defined). The Company shall take all actions necessary to ensure that, as of the Effective
Time, each outstanding Company Stock Option, vested or unvested, exercisable or non-exercisable, shall be
extinguished and converted into the right to receive a cash amount equal to the product of (x) the excess, if any, of the
Merger Consideration minus the exercise price, if any, of each such Company Stock Option (the "Option Shares
Merger Consideration"), multiplied by (y) the aggregate number of shares of the Company Common Stock issuable
upon the exercise in full of such Option at the Effective Time. The Company Stock Option Plans shall terminate as of
the Effective Time and the provisions in any other plan, program or arrangement providing for the issuance or grant of
any other interest in respect of the capital stock of the Company or any Subsidiary shall be terminated as of the
Effective Time. In addition, the Company shall take all action necessary to ensure that following the Effective Time
no participant in the Company Stock Option Plans or other plans, programs or arrangements shall have any right
thereunder to acquire or participate in changes in value of equity securities of the Company, the Surviving
Corporation, Merger Sub or any of their respective subsidiaries and to terminate all such plans effective as of the
Effective Time. SECTION 2.3 Exchange of Certificates; Exchange Agent. (a) The Parties agree that National City
Bank, or such other bank or trust company which the Parties may designate, shall act as agent (the "Exchange Agent")
of Acquiror for purposes of, among other things, mailing and receiving transmittal letters and distributing to the
Company shareholders (or holders of Company Stock Options) the proceeds payable to such holders under SECTION
2.1(B) (Conversion of Company Common Stock) or SECTION 2.2 (Company Stock Option Plans) above.
Immediately prior to the Effective Time, Merger Sub (or the Company, as the Surviving Corporation) shall deposit, or
shall cause to be deposited, with or for the account of the Exchange Agent, for the benefit of the holders of
Certificates (as defined herein) cash in an aggregate amount (the "Exchange Fund") equal to the sum of (x) the
product of (A) the Merger Consideration multiplied by (B) the number of shares of Company Common Stock issued
and outstanding at the Effective Time plus (y) the Option Shares Merger Consideration for all outstanding Options as
of the Effective Time. (b) Exchange Procedures. As soon as reasonably practicable after the Effective Time, the
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Exchange Agent shall mail or deliver to each holder of record of a certificate or certificates or Options grant which
immediately prior to the Effective Time represented outstanding shares of Company Common Stock or Options (the
"Certificates") whose shares or options were converted into the right to receive the Merger Consideration or Option
Shares Merger Consideration pursuant to SECTION 2.1(B) (Conversion of Company Common Stock) or SECTION
2.2 (Company Stock Option Plans), as applicable, (i) a letter of transmittal (which shall specify that delivery shall be
effected, and risk of loss and title to the Certificates shall pass, only upon delivery of the Certificates to the Exchange
Agent and shall be in such form and have such other provisions as the Company and Acquiror may reasonably
specify) and (ii) instructions for use in surrendering the Certificates in exchange for the Merger Consideration or
Option Shares Merger Consideration, as applicable. Upon surrender of a Certificate for cancellation to the Exchange
Agent, together with such letter of transmittal, duly executed, and such other documents as may reasonably be
required by the Exchange Agent, the holder of such Certificate shall be entitled to receive in exchange therefor a
check representing the amount of cash such holder has the right to receive pursuant to the provisions of this ARTICLE
I, and the Certificate so surrendered shall forthwith be canceled. In the event of a transfer of ownership of Company
Common Stock which is not registered in the transfer records of the Company, a certificate representing the proper
number of shares of Company Common Stock may be issued to a Person other than the Person in whose name the
Certificate so surrendered is registered if such Certificate is properly endorsed or otherwise in proper form for transfer
and the Person requesting such issuance pays any transfer or other taxes required by reason of the payment of the
Merger Consideration or Option Shares Merger Consideration, as applicable, to a Person other than the registered
holder of such Certificate or establishes to the satisfaction of Acquiror that such tax has been paid or is not applicable.
Until surrendered as contemplated by this SECTION 2.3, each Certificate shall be deemed at any time after the
Effective Time to represent only the right to receive upon such surrender the Merger Consideration or Option Shares
Merger Consideration, as applicable, that the holder thereof has the right to receive in respect of such Certificate
pursuant to the provisions of this ARTICLE II. No interest shall be paid or will accrue on any cash payable to holders
of Certificates pursuant to the provisions of this ARTICLE II. 3 (c) No Further Ownership Rights in Company
Common Stock. The Merger Consideration or Option Shares Merger Consideration, as applicable, shall be deemed to
have been paid in full satisfaction of all rights pertaining to the shares of Company Common Stock, theretofore
represented by such Certificates, and there shall be no further registration of transfers on the stock transfer books of
the Surviving Corporation of the shares of Company Common Stock which were outstanding immediately prior to the
Effective Time. If, after the Effective Time, Certificates are presented to the Surviving Corporation or the Exchange
Agent for any reason, they shall be canceled and exchanged as provided in this ARTICLE II, except as otherwise
provided by law. (d) Termination of Exchange Fund. Any portion of the Exchange Fund which remains undistributed
(including interest thereon) to the holders of the Certificates for six months after the Effective Time shall to the extent
permitted by law, become the property of the Surviving Corporation. Any holders of the Certificates who have not
theretofore complied with this ARTICLE II shall thereafter look only to the Surviving Corporation, and only as a
general creditor, for payment of their claim for Merger Consideration or Option Shares Merger Consideration, as
applicable, and without interest. If any certificates representing any Company Common Stock shall not have been
surrendered prior to five years after the Effective Time (or immediately prior to such earlier date on which any
payment in respect thereof would otherwise escheat to or become the property of any Governmental Entity), the
payment in respect of such certificates shall, to the extent permitted by applicable law, become the property of the
Surviving Corporation, free and clear of all claims or interest of any person previously entitled thereto. (¢) No
Liability. None of the Parties shall be liable to any Person in respect of any Merger Consideration from the Exchange
Fund, delivered to a public official pursuant to any applicable abandoned property, escheat or similar law. (f)
Investment of Exchange Fund. The Exchange Agent shall invest the Exchange Fund, as directed by the Surviving
Corporation, in (i) direct obligations of the United States of America, (ii) obligations for which the full faith and credit
of the United States of America is pledged to provide for the payment of principal and interest, (iii) commercial paper
rated the highest quality by either Moody's Investors Services, Inc. or Standard & Poor's Corporation, or (iv)
certificates of deposit, bank repurchase agreements or bankers acceptances, of commercial banks with capital
exceeding $500 million, and any net earnings with respect thereto shall be paid to the Surviving Corporation as and
when requested by the Surviving Corporation; provided, that any such investment or any such payment of earnings
shall not delay the receipt by holders of Certificates of the Merger Consideration or Option Shares Merger
Consideration, as the case may be, or otherwise impair such holders' respective rights hereunder. (g) Lost Certificates.
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If any Certificate shall have been lost, stolen or destroyed, upon (i) the making of an affidavit of that fact by the
Person claiming such Certificate to be lost, stolen or destroyed, (ii) evidence that such Person is the beneficial owner
of the Certificate claimed by such Person to be lost, stolen or destroyed, and (iii) if required by the Surviving
Corporation, the posting by such Person of a bond in such reasonable amount as the Surviving Corporation may direct
as indemnity against any claim that may be made against it with respect to such Certificate, the Exchange Agent shall
issue in exchange for such lost, stolen or destroyed Certificate the Merger Consideration or Option Shares Merger
Consideration, as applicable. (h) Withholding Rights. The Exchange Agent shall be entitled to deduct and withhold
from the consideration otherwise payable pursuant to this Agreement to any holder of Company Common Stock or
Company Stock Options such amounts (each a "Withholding Amount") as the Exchange Agent, Surviving
Corporation, or Acquiror is required to deduct and withhold with respect to the making of such payment under the
Code (as hereinafter defined), or any provision of state, local or foreign tax law, including, without limitation,
withholdings required in connection with payments with respect to Company Stock Options held by employees of the
Company. To the extent that amounts are so withheld by the Exchange Agent, Surviving Corporation, or Acquiror,
such withheld amounts shall be treated for all purposes of this Agreement as having been paid to the holder in respect
of which such deduction and withholding was made. SECTION 2.4 Certain Adjustments. If after the date hereof and
on or prior to the Effective Time, the outstanding shares of Company Common Stock shall be changed into a different
number of shares by reason of any reclassification, recapitalization, split-up, combination or exchange of shares, or
any dividend payable in stock or other securities shall be declared thereon with a record date within such period, or
any similar event shall occur (any such action, an "Adjustment Event"), the Merger Consideration shall be adjusted
accordingly to 4 provide to the holders of Company Common Stock the same economic effect as contemplated by this
Agreement prior to such reclassification, recapitalization, split-up, combination, exchange or dividend or similar
event. SECTION 2.5 Dissenters' Rights. (a) Notwithstanding any provision of this Agreement to the contrary, any
shares of Company Common Stock outstanding immediately prior to the Effective Time and held by persons who
shall have properly demanded payment of the fair cash value of such shares of Company Common Stock in
accordance with Section 1701.85 of the Ohio Statutes (collectively, the "Dissenting Shares") shall not be converted
into or represent the right to receive the Merger Consideration as provided in SECTION 2.1(B). Such persons shall be
entitled only to such rights as are granted under Section 1701.85 of the Ohio Statutes, except that all Dissenting Shares
held by persons who fail to perfect or who effectively withdraw or lose their rights as dissenting shareholders in
respect of such shares under 1701.85 of the Ohio Statutes shall thereupon be deemed to have been converted into, as
of the Effective Time, the right to receive the applicable portion of the Merger Consideration, without interest thereon,
upon surrender of the certificate therefor in the manner provided in SECTION 2.3. (b) The Surviving Corporation or
the Company shall give Acquiror (i) prompt notice of any demands by dissenting shareholders received by the
Company or the Surviving Corporation, withdrawals of such demands and any other instruments served on the
Company or the Surviving Corporation and any material correspondence received by the Surviving Corporation or the
Company in connection with such demands and (ii) the opportunity to participate in all negotiations and proceedings
with respect to such demands. The Surviving Corporation shall not, except with the prior written consent of Acquiror,
make any payment with respect to any demands for appraisal or offer to settle or settle any such demands. Any funds
paid to dissenting shareholders shall be paid out of the Exchange Fund to the extent such payment is equal to or less
than the Merger Consideration and, if greater, the excess shall be paid out of the assets of the Surviving Corporation.
SECTION 2.6 Further Assurances. At and after the Effective Time, the officers and directors of the Surviving
Corporation will be authorized, to execute and deliver, in the name and on behalf of the Company or Merger Sub, any
deeds, bills of sale, assignments or assurances and (ii) to take and do, in the name and on behalf of the Company or
Merger Sub, any other actions and things to vest, perfect or confirm of record in the Surviving Corporation any and all
right, title and interest in, to and under any of the rights, properties or assets acquired or to be acquired by the
Surviving Corporation as a result of, or in connection with, the Merger. ARTICLE III REPRESENTATIONS AND
WARRANTIES SECTION 3.1 Representations and Warranties of the Company. Except as set forth in the disclosure
schedule delivered by the Company to Acquiror simultaneously with the execution of this Agreement (the "Company
Disclosure Schedule"), the Company hereby represents and warrants to Acquiror, Parent, and Merger Sub as follows:
(a) Organization, Standing and Corporate Power. The Company is a corporation duly organized, validly existing and
in good standing under the laws of the State of Ohio and it has the requisite corporate power and authority to carry on
its business as now being conducted. The Company is duly qualified or licensed to do business and is in good standing

27



Edgar Filing: WFS FINANCIAL INC - Form 425

in each jurisdiction in which the nature of its business or the ownership, leasing or operation of its properties makes
such qualification or licensing necessary, except for those jurisdictions where the failure to be so qualified or licensed
or to be in good standing individually or in the aggregate would not have a Material Adverse Effect. The Company
has made available to Acquiror prior to the execution of this Agreement complete and correct copies of its charter
documents, each as amended to date. (b) Subsidiaries. SECTION 3.1(B) of the Company Disclosure Schedule
contains a list of all the Subsidiaries of the Company. Except as set forth on SCHEDULE 3.1(B) of the Company
Disclosure Schedule, the Company does not own any stock of, or equity participation in, any Person. Each of the
Company's Subsidiaries is a corporation duly organized, validly existing and in good standing under the laws of the
jurisdiction in which it is organized and it has the requisite corporate power and authority to carry on its business as
now being conducted. Each such Subsidiary is duly qualified or licensed to do business and is in good standing in
each jurisdiction in which the nature of its business or the ownership, leasing or operation 5 of its properties makes
such qualification or licensing necessary, except for those jurisdictions where the failure to be so qualified or licensed
or to be in good standing individually or in the aggregate would not have a Material Adverse Effect. The Company
has made available to Acquiror prior to the execution of this Agreement complete and correct copies of its
Subsidiaries' charter documents, each as amended to date. All the outstanding shares of capital stock of, or other
equity interests in, each Subsidiary (i) have been validly issued and are fully paid and nonassessable, (ii) are owned
directly or indirectly by the Company, free and clear of all pledges, claims, liens, taxes, charges, community property
interests, conditions, equitable interests, liens, options, rights of first refusal, encumbrances and security interests of
any kind or nature whatsoever (collectively, "Liens") and (iii) are free of any other restriction (including any
restriction on the right to vote, sell, transfer or otherwise dispose of such capital stock or other ownership interests),
except in the case of clauses (ii) and (iii) for any Liens or restrictions that arise under federal or state securities laws or
would not, individually or in the aggregate, have a Material Adverse Effect. There are no outstanding or authorized
options, warrants, calls, subscriptions, rights or other agreements evidencing the right to purchase or subscribe for any
shares of capital stock of a Subsidiary or obligating such Subsidiary to issue additional shares. (c) Capital Structure.
The authorized capital stock of the Company consists of (i) 101,000,000 shares of Company Common Stock and (ii)
1,000,000 shares of preferred stock ("Company Preferred Stock"). At the close of business on December 13, 2002 (the
"Stock Reference Date"): (i) 12,816,452 shares of Company Common Stock were issued and outstanding; (ii)
13,102,800 shares of Company Common Stock were held by the Company in its treasury; and (iii) 2,758,540 shares of
Company Common Stock were subject to outstanding employee, consultants and directors stock options to purchase
Company Common Stock or rights to receive Company Common Stock upon exercise of phantom stock awards
(collectively, the "Company Stock Options") granted pursuant to the Company's incentive plans (collectively, the
"Company Stock Plans"). On the Stock Reference Date, no shares of the Company Preferred Stock were issued or
outstanding. All outstanding shares of capital stock of the Company are, and all shares which may be issued will be,
when issued, duly authorized, validly issued, fully paid and nonassessable and not subject to preemptive rights. Except
(1) for changes since the Stock Reference Date resulting from the issuance of shares of Company Common Stock
pursuant to the Company Stock Options and (ii) for outstanding rights issued pursuant to the Company Rights
Agreement as defined herein, there are not issued, reserved for issuance or outstanding (A) shares of capital stock or
other voting securities of the Company, (B) securities of the Company convertible into or exchangeable or exercisable
for shares of capital stock or voting securities of the Company or (C) warrants, calls, options or other rights to acquire
from the Company or any Subsidiary any capital stock or voting securities of the Company or any Subsidiary. There
are no outstanding obligations of the Company or any Subsidiary to repurchase, redeem or otherwise acquire any such
securities. Neither the Company nor any Subsidiary is a party to any voting agreement with respect to the voting of
any such securities. Except as shown in SECTION 3.1(C) of the Company Disclosure Schedule, there are no
outstanding (A) securities of the Company or any Subsidiary convertible into or exchangeable or exercisable for
shares of capital stock or other voting securities or ownership interests in any Subsidiary, (B) warrants, calls, options
or other rights to acquire from the Company or any Subsidiary, and no obligation of the Company or any Subsidiary to
issue, any capital stock, voting securities or other ownership interests in, or any securities convertible into or
exchangeable or exercisable for any capital stock, voting securities or ownership interests in, any Subsidiary or (C)
obligations of the Company or any Subsidiary to repurchase, redeem or otherwise acquire any such outstanding
securities of Subsidiaries or to issue, deliver or sell, or cause to be issued, delivered or sold, any such securities. (d)
Authority; No Conflict. The Company has all requisite corporate power and authority to enter into this Agreement
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and, subject to the Company Shareholder Approval (as defined in SECTION 3.1(S)), to consummate the transactions
contemplated by this Agreement. The execution and delivery of this Agreement by the Company and the
consummation by the Company of the transactions contemplated hereby have been duly authorized by all necessary
corporate action on the part of the Company, subject to the Company Shareholder Approval. This Agreement has been
duly executed and delivered by the Company and, assuming due authorization, execution and delivery by Acquiror,
Parent, and Merger Sub, constitutes a legal, valid and binding obligation of the Company, enforceable against the
Company in accordance with its terms, subject to bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability relating to or affecting the rights of creditors and to general
principles of equity. Except as shown on SECTION 3.1(D) of the Company Disclosure Schedule, the execution and
delivery of this 6 Agreement does not, and the consummation of the transactions contemplated by this Agreement and
compliance with the provisions of this Agreement will not, conflict with, or result in any violation of, or default (with
or without notice or passage of time, or both) under, or give rise to a right of termination, cancellation or acceleration
of any obligation or loss of a benefit under, or result in the creation of any Lien upon any of the properties or assets of
the Company or any of its subsidiaries under (i) the articles of incorporation or code of regulations of the Company or
the comparable organizational documents of any of its Subsidiaries, (ii) any loan or credit agreement, note, bond,
mortgage, indenture, lease or other agreement, instrument, permit, concession, franchise, license or similar
authorization applicable to the Company or any of its Subsidiaries or their respective properties or assets or (iii)
subject to the governmental filings and other matters referred to in SECTION 3.1(E) applicable to the Company or
any of its Subsidiaries or their respective properties or assets, other than, in the case of clauses (ii) and (iii), any such
conflicts, violations, defaults, rights, losses or Liens that individually or in the aggregate would not have a Material
Adverse Effect. (e) Consents. No Consent or approval of any Third Party is required in connection with the execution
and delivery of this Agreement by the Company or the consummation by the Company of the transactions
contemplated hereby, except the Company Shareholder Approval. No consent, approval, order or authorization of,
action by or in respect of, or registration, declaration or filing with, any federal, state, local, municipal or foreign
government, any court, administrative, regulatory or other governmental agency, commission or authority or any
non-governmental U.S. or foreign self-regulatory agency, commission or authority or any arbitral tribunal (each, a
"Governmental Entity") or other Legal Requirement is required by the Company or any of its Subsidiaries in
connection with the execution and delivery of this Agreement by the Company or the consummation by the Company
of the transactions contemplated hereby, except for: (1) the filing with the SEC of (A) a proxy statement relating to the
Company Shareholders Meeting (the "Proxy Statement"), and (B) such reports under Sections 13(a), 13(d), 13(e),
15(d) or 16(a) of the Exchange Act, as may be required in connection with this Agreement and the transactions
contemplated hereby; (2) the filing of the Certificate of Merger with the Secretary of State of the State of Ohio; (3) the
filing of a pre-merger notification and report form by the Company under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended ("HSR Act"); (4) such filings, consents, approvals, orders or authorizations, if
any, required to be made or obtained pursuant to the laws of any non-U.S. jurisdiction relating to antitrust matters or
competition ("Foreign Antitrust Laws"); and (5) such consents, approvals, orders or authorizations the failure of which
to be made or obtained individually or in the aggregate would not (x) have a Material Adverse Effect or (y) reasonably
be expected to materially impair or delay the ability of Company to perform its obligations under this Agreement. (f)
Reports; Undisclosed Liabilities. (i) The Company has filed all required reports, schedules, forms, statements and
other documents (including exhibits and all other information incorporated therein) with the SEC since January 1,
2001 (the "Company SEC Documents"). As of their respective dates, the Company SEC Documents complied in all
material respects with the requirements of the Securities Act, or the Exchange Act, as the case may be, and the rules
and regulations of the SEC promulgated thereunder applicable to such Company SEC Documents, and none of the
Company SEC Documents when filed, declared effective or mailed (as the case may be) contained any untrue
statement of a material fact or omitted to state a material fact required to be stated therein or necessary in order to
make the statements therein, in light of the circumstances under which they were made, not misleading. The financial
statements of the Company (including the related schedules and notes thereto) included in the Company SEC
Documents (or incorporated therein by reference) comply as to form, as of their respective dates of filing with the
SEC, in all material respects with applicable accounting requirements and the published rules and regulations of the
SEC with respect thereto, have been prepared in accordance with GAAP (except, in the case of unaudited statements,
as permitted by Form 10-Q of the SEC) applied on a consistent basis during the periods involved (except as may be
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indicated in the notes thereto) and fairly present in all material respects the consolidated financial position of the
Company and its consolidated Subsidiaries as of the dates thereof and the consolidated statement of operations, cash
flows and shareholders' equity for the periods then ended (subject, in the case of unaudited statements, to normal
year-end audit adjustments). (ii) As of September 30, 2002, the Company has no Indebtedness or other liabilities,
except for liabilities, including Indebtedness: (a) reflected or reserved for on the Balance Sheet as of such date or 7
disclosed in the notes thereto (or in the notes of the Company's audited financial statements as of December 31, 2001
if GAAP does not require such notes in interim financial statements), (b) relating to performance obligations, under
Contracts in accordance with the terms and conditions thereof which are not required by GAAP to be reflected on
such Balance Sheet, (c) arising since September 30, 2002, which are both: (x) consistent with the past practices of the
Company and is taken in the ordinary course of the normal day-to-day operations of the Company; and (y) similar in
nature and magnitude to liabilities customarily incurred, without specific authorization of the Board of Directors, in
the ordinary course of the normal day-to-day operations of other Persons that are in the same line of business as the
Company (in the "Ordinary Course of Business"), or (d) which, individually or in the aggregate, would not have a
Material Adverse Effect. (g) Company Proxy Materials. All of the information supplied by the Company for inclusion
in the Definitive Proxy Statement referred to in SECTION 5.1(a) will not, on the date when the Definitive Proxy
Statement is first mailed to the Company's shareholders and the Definitive Proxy Statement, as then amended or
supplemented, will not, on the date of the Company Shareholders Meeting referred to in SECTION 5.1(b) hereof or on
the Closing Date, contain any statement which is false or misleading with respect to any material fact or omit to state
any material fact required to be stated therein or necessary in order to make the statements therein, in light of the
circumstances under which they were made, not misleading. The Company makes no representation or warranty
regarding information furnished by Acquiror, Parent, or Merger Sub for inclusion in the Definitive Proxy Statement
(or any amendment or supplement thereto). The Definitive Proxy Statement will comply as to form and, with respect
to information supplied or to be supplied in writing by or on behalf of the Company for inclusion in the Definitive
Proxy Statement, substance, in all material respects, with the requirements of the Exchange Act and the applicable
rules and regulations of the SEC thereunder. (h) Absence of Certain Changes or Events. Except for liabilities incurred
in connection with this Agreement or the transactions contemplated hereby or disclosed in the Company Disclosure
Schedule, the Company and its Subsidiaries have since December 31, 2001 conducted their business only in the
ordinary course, and there has not been (1) any declaration, setting aside or payment of any dividend or other
distribution (whether in cash, stock or property) with respect to any of the Company's capital stock; (2) any split,
combination or reclassification of any of the Company's capital stock or any issuance or the authorization of any
issuance of any other securities in respect of, in lieu of or in substitution for shares of the Company's capital stock,
except for issuances of Company Common Stock upon the exercise of Company Stock Options in accordance with
their present terms or Company Stock Options issued in accordance with the terms of the Company Stock Plans;
(3)(A) any granting by the Company or any of its Subsidiaries after December 31, 2001 to any current or former
director, executive officer or other key employee of the Company or its Subsidiaries of any increase in compensation,
bonus or other benefits, except for normal increases in the Ordinary Course of Business or as was required under any
employment agreements in effect as of December 31, 2001, (B) any granting by the Company or any of its
Subsidiaries after December 31, 2001 to any such current or former director, executive officer or key employee of any
increase in severance or termination pay, or (C) any entry by the Company or any of its Subsidiaries after December
31, 2001 into, or any amendment of, any employment, deferred compensation, consulting, severance, termination or
indemnification agreement with any such current or former director, executive officer or key employee; (4) except
insofar as may have been disclosed in the Company Disclosure Schedule or required by a change in GAAP, any
change in accounting methods, principles or practices by the Company materially affecting its assets, liabilities,
prospects or business; (5) any tax election that individually or in the aggregate would reasonably be expected to have a
Material Adverse Effect or any settlement or compromise of any material income tax liability; (6) any change in the
business, assets, financial condition or results of operations of the Company or its Subsidiaries or any other event
which in any such case has had or could reasonably be expected to have a Material Adverse Effect; (7) any damage,
destruction or loss, whether covered by insurance or not, with respect to any of the assets of the Company or any of its
Subsidiaries having a Material Adverse Effect; (8) an entry into any agreement, commitment or transaction by the
Company or any Subsidiary which is material to the Company and its Subsidiaries taken as a whole; (9) any change in
the terms and conditions of the Company Stock Option Plans; (10) any redemption or other acquisition of Company
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Common Stock by the Company or any of the Subsidiaries or any declaration or payment of any dividend or other
distribution in cash, stock or property with respect to Common Stock, except for purchases heretofore made pursuant
to the terms of the Company's employee 8 benefit plans; (11) any revaluation by the Company of any asset (including,
without limitation, any writing down of the value of inventory or writing off of notes or accounts receivable), other
than in the Ordinary Course of Business; (12) (A) any settlement or compromise by the Company or any Subsidiary of
any claim, litigation or other legal proceeding, other than in the Ordinary Course of Business and in an amount less
than $100,000 or (B) any payment, discharge or satisfaction by the Company or any Subsidiary of any other claims,
liabilities or obligations (absolute, accrued, asserted or unasserted, contingent or otherwise), other than in the Ordinary
Course of Business and consistent with past practice or with respect to any other such claims, liabilities or obligations
reflected or reserved against in, or contemplated by, the consolidated financial statements (or the notes thereto) of the
Company; or (13) any agreement or commitment, whether in writing or otherwise, to take any action of the type
described in this SECTION 3.1(h). Since December 31, 2001, the Company and the Subsidiaries have conducted their
respective businesses in all material respects only in the Ordinary Course of Business, consistent with past custom and
practice. (i) Compliance with Applicable Laws; Litigation. The Company and its Subsidiaries hold all permits,
licenses, variances, exemptions, orders, registrations and approvals of all Governmental Entities which are required
for the ownership or lease of the Real Property or the operation of the businesses of the Company and its Subsidiaries
(collectively, the "Company Permits"), except where the failure to have any such Company Permits individually or in
the aggregate would not have or reasonably be expected to have a Material Adverse Effect. The Company and its
Subsidiaries are and since January 1, 2002 have been in compliance with the terms of the Company Permits and all
Legal Requirements, except where the failure so to comply individually or in the aggregate would not have a Material
Adverse Effect. The Company has not received any notice or other communication (whether oral or written) from any
Governmental Entity or any other Person regarding (1) any actual, alleged, possible, or potential violation of, or
failure to comply with, any Legal Requirement or Company Permit, or (2) any actual, alleged, possible, or potential
obligation on the part of the Company to undertake, or to bear all or any portion of the cost of, any remedial action of
any nature, nor to the Company's Knowledge is there any basis for any such notice or other communication, other
than, in each case, those the outcome of which individually or in the aggregate would not reasonably be expected to
have a Material Adverse Effect. (j) Labor Matters. (i) Neither the Company nor any of its Subsidiaries is a party to any
collective bargaining or other labor union contract applicable to Persons employed by the Company or any of its
Subsidiaries and no collective bargaining agreement is being negotiated by the Company or any of its Subsidiaries. As
of the date of this Agreement, there is no labor dispute, strike or work stoppage against the Company or any of its
Subsidiaries pending or, to the Knowledge of the Company, threatened which may interfere with the respective
business activities of the Company or any of its Subsidiaries. As of the date of this Agreement, (x) neither the
Company or any of its Subsidiaries, nor any of their respective representatives or employees, has committed any
unfair labor practice in connection with the operation of the respective businesses of the Company or any of its
Subsidiaries, and (y) there is no charge or complaint against the Company or any of its Subsidiaries by the National
Labor Relations Board or any comparable governmental agency pending or, to the Knowledge of the Company,
threatened in writing. (ii) SECTION 3.1(j) of the Company Disclosure Schedule sets forth all employee benefit plans
("Company Benefit Plans") as defined in Section 3(3) of the Employee Retirement Income Security Act of 1974
("ERISA") and all other employee benefit arrangements or payroll practices, including, without limitation, any such
arrangements or payroll practices providing severance pay, sick leave, vacation pay, salary continuation for disability,
retirement benefits, deferred compensation, bonus pay, incentive pay, stock options or other stock-based
compensation, hospitalization insurance, medical insurance, life insurance, scholarships or tuition reimbursements,
maintained by the Company or to which the Company is obligated to contribute for employees, individuals other than
Employees, or former employees. Each of the employee benefit plans, practices and arrangements set forth on
SECTION 3.1(j) of the Company Disclosure Schedule shall hereafter be referred to as a "Plan" or "Plans" as the
context may require. (iii) Copies of the following documents, with respect to each of the Plans, as applicable, have
been delivered to Acquiror by the Company: (i) all plan and related trust documents, and amendments 9 thereto; (ii)
the most recent IRS Form 5500; (iii) the last IRS determination letter; (iv) summary plan descriptions; and (v) the
most recent actuarial report. (iv) Neither the Company nor any trade or business (whether or not incorporated) which
has been under common control or treated as a single employer with the Company under Section 414(b), (c) or (m) of
the Code (an "ERISA Affiliate") has incurred, or is reasonably likely to incur, any liability under Title IV of ERISA or
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Section 412 of the Code and none of the Plans is a Multiemployer Plan, as defined in Section 3(37) of ERISA. Neither
the Company nor any ERISA Affiliate has incurred any Liability resulting from a complete or partial withdrawal from
any Multiemployer Plan, and none of them has incurred, or is reasonably likely to incur, any liability due to the
termination or reorganization of a Multiemployer Plan which has not been satisfied in full, and to the Company's
Knowledge, no event has occurred that would subject the Company or any ERISA Affiliate to any such liability. (v)
Each Plan complies with, and has been established, operated and administered in accordance with its terms and the
requirements of, ERISA, the Code and other Legal Requirements and, there are no material pending or, to Company's
Knowledge, threatened claims by, on behalf of or involving any plan administrator or any plan trustee (other than
routine claims for benefits). (vi) Neither the Company nor any ERISA Affiliate has incurred any liability for any tax
or penalty imposed by Section 4975 of the Code or Section 502(i) of ERISA with respect to any Plan. (vii) Each Plan
which is intended to qualify under Section 401(a) of the Code has received an IRS determination letter concluding that
such Plan so qualifies in form, and no event has occurred and no condition exists that, to the Company's Knowledge,
would cause such Plan to lose its qualified status. (viii) Except as set forth on SECTION 3.1(j) of the Company
Disclosure Schedule or as may be required under Section 4980B of the Code, or Section 601 of ERISA, the Company
does not have any liability for post-retirement medical or life insurance benefits or coverage for any employee or
former employee or any dependent of any such employee or former employee. (ix) Except as set forth on SECTION
3.1 of the Company Disclosure Schedule, the consummation of the Merger will not result in any increase in the
amount of compensation or benefits or accelerate the vesting or timing of payment of any compensation or benefits
payable by the Company to or in respect of any employee or former employee or the beneficiary or dependent of any
such employee or former employee under any Plan or Contract. (x) Except as set forth in SECTION 3.1(j) of the
Company Disclosure Schedule, and assuming, with the permission of the Parent, Acquiror and Merger Sub, for the
purposes of Section 162(m) of the Code only, that none of Acquiror, Parent or Merger Sub, prior to January 1, 2004,
will issue any class of common equity securities required to be registered under Section 12 of the Securities Exchange
Act of 1934, as amended, no amount payable to any Employee or former Employee will fail to be deductible for
Federal income tax purposes by reason of Section 162(m) or Section 280G of the Code. (xi) The Company has no
separate Plans for the benefit of the Company's non-United States employees or United States employees located in a
foreign jurisdiction. (k) Taxes. (i) Except as otherwise disclosed on Section 3.1(k) of the Company Disclosure: (1) the
Company has filed (or joined in the filing of) when due all reports, returns, information returns, forms, declarations,
claims for refund, statements or other information (including any amendments thereto and including any schedule or
statement thereto) filed or maintained, or required to be filed or maintained, in connection with the calculation,
determination, assessment or collection of any Tax and shall include any amended returns required as a result of
examination adjustments made by the Internal Revenue Service or other Governmental Entity (each, "Tax Return")
required by applicable Legal Requirements to be filed with respect to the Company and all Taxes shown to be due on
such Tax Returns have been paid; (2) all such Tax Returns were true, correct and complete as of the time of each such
filing; (3) all Taxes relating to periods ending on or before the date hereof owed by the Company (whether or not
shown on any Tax Return) and required to have been paid, have been paid (except for Taxes which are being
contested in good faith in appropriate proceedings diligently conducted); (4) any liability of the Company for Taxes
not yet due and payable, or which are being contested in good faith in appropriate 10 proceedings diligently
conducted, has been provided for on the financial statements of the Company in accordance with GAAP; (5) there is
no action, suit, proceeding, investigation, audit or claim now pending against, or with respect to, the Company in
respect of any Tax or assessment, nor is any claim for additional Tax or assessment asserted by any Governmental
Entity; (6) since January 1, 1999, no claim has been made by any Governmental Entity in a jurisdiction where the
Company does not currently file a Tax Return that it is or may be subject to Tax by such jurisdiction, nor to the
Company's Knowledge is any such assertion threatened; (7) there is no outstanding request for any extension of time
within which to pay any Taxes or file any Tax Returns; (8) there has been no waiver or extension of any applicable
statutes of limitation for the assessment or collection of any Taxes of the Company; (9) the Company is not a party to
any agreement, whether written or unwritten, providing for the payment of Taxes, payment for Tax losses,
entitlements to refunds or similar Tax matters; (10) no ruling with respect to Taxes (other than a request for
determination of the status of a qualified pension plan) has been requested by or on behalf of the Company; (11) the
Company has withheld and paid all material Taxes required to be withheld in connection with any amounts paid or
owing to any employee, creditor, independent contractor or other third party; (12) no property of the Company is
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"tax-exempt use property" within the meaning of Section 168(h) of the Code; (13) the Company is not a party to any
lease made pursuant to former Section 168(f)(8) of the Internal Revenue Code of 1954; (14) the Company has not
filed any agreement or consent under Section 341(f) of the Code; and (15) the Company has not been a United States
real property holding corporation within the meaning of Section 897(c)(2) of the Code during the applicable period
specified in Section 897(c)(1)(A)(ii) of the Code. (ii) Except as disclosed in 3.1(k) of the Company Disclosure
Schedule and assuming, with the permission of the Parent, Acquiror and Merger Sub, for the purposes of Section
162(m) of the Code only, that none of Acquiror, Parent or Merger Sub, prior to January 1, 2004, will issue any class of
common equity securities required to be registered under Section 12 of the Securities Exchange Act of 1934, as
amended: (1) any amount that could be received (whether in cash or property or the vesting of property) as a result of
the Transactions by any employee, officer or director of the Company who is a "disqualified individual" (as such term
is defined in proposed Treasury Regulation sec. 1.280G-1) under any employment, severance or termination
agreement, other compensation arrangement or benefit plan currently in effect would not be characterized as an
"excess parachute payment" (as such term is defined in Section 280(G)(b)(1) of the Code); and (2) the disallowance of
a deduction under Section 162(m) of the Code for employee remuneration will not apply to any amount paid or
payable by the Company under any Contract, benefit plan, program, arrangement or understanding currently in effect.
(1) Environmental Matters. Except as disclosed in SECTION 3.1(1) of the Company Disclosure Schedule, (i) the
Company and its Subsidiaries and, to the Knowledge of the Company, all real property owned, leased or operated by
the Company and its Subsidiaries are in compliance with Environmental Laws, except as would not have or would not
reasonably be likely to have, individually or in the aggregate, a Material Adverse Effect; (ii) the Company and its
Subsidiaries have obtained and currently possess and maintain all permits required by Environmental Laws
(collectively, "Company Environmental Permits") for each of their respective operations, all such Company
Environmental Permits are in good standing, and the Company and its Subsidiaries are in compliance with the terms
and conditions of such Company Environmental Permits, except in each such case as would not have or would not
reasonably be likely to have, individually or in the aggregate, a Material Adverse Effect; (iii) neither the Company and
its Subsidiaries nor any real property currently or, to the Knowledge of the Company, formerly owned, leased or
operated by the Company or its Subsidiaries is subject to any pending or, to the Knowledge of the Company,
threatened Environmental Claim; (iv) neither the Company nor any of its Subsidiaries has generated, arranged for the
disposal of or otherwise caused to be disposed of any Hazardous Material at any off-site location at which the
Company and its Subsidiaries would reasonably be expected to be liable for undertaking or paying for any
investigation or any other action to respond to the release or, to the Knowledge of the Company, threatened release of
any Hazardous Material or would reasonably be expected to be required to pay natural resource damages, except in
any such case as would not have or would not reasonably be likely to have, individually or in the aggregate, a Material
Adverse Effect; (v) no Company property or any property currently or, to the Knowledge of the Company, formerly
owned, leased or operated by the Company and its Subsidiaries has been the subject of any treatment, storage,
disposal, 11 accumulation, generation, or release of Hazardous Materials in any manner which would reasonably be
expected to give rise to liability under Environmental Laws or need to undertake any action to respond to such
Hazardous Materials, except as would not have or would not reasonably be likely to have, individually or in the
aggregate, a Material Adverse Effect; (vi) there are no wetlands at any of the Company properties nor is any Company
property subject to any current or, to the Knowledge of the Company, threatened environmental deed restriction, use
restriction, institutional or engineering control, except as would not have or would not reasonably be likely to have,
individually or in the aggregate, a Material Adverse Effect; (vii) the Company has neither expressly, nor by operation
of law, assumed or undertaken any liability arising under or related to any Environmental Claim; (viii) the Company is
not required to give notice of or record or deliver to any Governmental Agency an environmental disclosure document
or statement by virtue of the transactions set forth herein and contemplated hereby; (ix) the Company and its
Subsidiaries have made available to Parent all environmental audits, reports and other material environmental
documents in their possession relating to their current and, to the extent the Company or its Subsidiaries have
Knowledge that they are potentially liable, their formerly owned or operated properties, facilities or operations; (viii)
no capital expenditures are presently required to maintain or achieve compliance with Environmental Laws, except as
would not have or would not reasonably be likely to have, individually or in the aggregate, a Material Adverse Effect
on the Company; and (ix) to the Knowledge of the Company, there are no underground storage tanks, polychlorinated
biphenyls ("PCB") or PCB-containing equipment, except for PCB or PCB-containing equipment owned by utility
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companies, or asbestos or asbestos-containing materials at any Company property, except as would not have or would
not reasonably be likely to have, individually or in the aggregate, a Material Adverse Effect. As used in this
Agreement: "Environmental Claims" means any and all administrative, regulatory, judicial or third-party claims,
demands, notices of violation or non-compliance, directives, proceedings, investigations, orders, decrees, judgments
or other allegations of noncompliance with or liability or potential liability relating in any way to any Environmental
Law or any Company Environmental Permit. "Environmental Laws" means all applicable federal, state, and local
Laws, rules and regulations, orders, judgments, decrees and other legal requirements including, without limitation,
common law relating to pollution or the regulation and protection of human health, safety, the environment or natural
resources, including, but not limited to, the Comprehensive Environmental Response, Compensation, and Liability
Act of 1980, as amended (42 U.S.C. Sec. 9601 et seq.); the Hazardous Materials Transportation Act, as amended (49
U.S.C. Sec. 180 et seq.); the Federal Insecticide, Fungicide, and Rodenticide Act, as amended (7 U.S.C. Sec. 136 et
seq.); the Resource Conservation and Recovery Act, as amended (42 U.S.C. Sec. 6901 et seq.); the Toxic Substances
Control Act, as amended (42 U.S.C. Sec. 7401 et seq.); the Clean Air Act, as amended (42 U.S.C. Sec. 740 et seq.);
the Federal Water Pollution Control Act, as amended (33 U.S.C. Sec. 1251 et seq.); the Occupational Safety and
Health Act, as amended (29 U.S.C. Sec. 651 et seq.); the Safe Drinking Water Act, as amended (42 U.S.C. Sec. 300f
et seq.); and their state and local counterparts or equivalents and any transfer of ownership notification or approval
statute. "Hazardous Material" means all substances, pollutants, chemicals, compounds, wastes, including, without
limitation, petroleum and any fraction thereof, and bacteria, mold, fungi or other toxic growth, either regulated under
Environmental Laws or otherwise potentially injurious to human health and the environment. (m) Opinion of
Financial Advisor. The Company has received the opinion of its Financial Advisor, to the effect that, as of the date of
its opinion, the Merger Consideration is fair from a financial point of view to the holders of shares of Company
Common Stock. (n) Takeover Statutes. The Company's Board of Directors, at a meeting duly called and held, has
approved, for purposes of Chapter 1704 of the Ohio Revised Code, the Merger and the acquisition by Acquiror of the
shares of common stock of the Surviving Corporation pursuant to the Merger. As of the date of this Agreement,
except for Chapter 1704 of the Ohio Revised Code and Section 1701.831 of the Ohio Law, no "fair price," "business
combination," "moratorium," "control share acquisition" or other anti- takeover statute or similar statute or regulation
enacted by any state apply to the Merger or the other transactions contemplated by this Agreement. 12 (o) Finders' or
Adpvisors' Fees. Except for its Financial Advisor, there is no investment banker, broker, finder or other intermediary
which has been retained by or is authorized to act on behalf of the Company or any of its Subsidiaries who might be
entitled to any fee or commission in connection with the transactions contemplated by this Agreement. (p) Intellectual
Property; Software. (i) Except in each case where the failure would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect, (1) the Company and its Subsidiaries own all right, title and interest in or
have valid and enforceable rights to use, by license or other agreements, all of the Intellectual Property that is
currently used in the conduct of the Company's or any of its Subsidiary's business, free of all liens, pledges, charges,
options, rights of first refusal, security interests or other encumbrances of any kind, (2) no action, claim, arbitration,
proceeding, audit, hearing, investigation, litigation or suit (whether civil, criminal, administrative, investigative or
informal) has commenced, been brought or heard by or before any Governmental Entity or arbitrator or is pending or
is threatened in writing by any third Person with respect to any Intellectual Property owned by such third Person or the
Company or any of its Subsidiaries in connection with the business as currently conducted, including any claim or suit
that alleges that any such Intellectual Property owned by the Company or any of its Subsidiaries infringes, impairs,
dilutes or otherwise violates the rights of others, and the Company and its Subsidiaries are not subject to any
outstanding injunction, judgment, order, decree, ruling, charge, settlement, or other dispute involving any third
Person's Intellectual Property, (3) neither the Company nor any of its Subsidiaries has threatened or initiated any claim
or action against any third party with respect to any Intellectual Property, and (4) the Company has no Knowledge of
any material conflicts with or infringements of any Intellectual Property of any third Person. (ii) For purposes of this
Agreement, "Intellectual Property" means all (1) inventions, discoveries, processes, designs, techniques,
developments, technology, and related improvements, whether or not patentable; (2) United States and foreign issued
patents and applications therefor and all divisionals, reissues, renewals, registrations, confirmations, re-examinations,
certificates of inventorship, extensions, continuations and continuations-in-part thereof and all rights of priority
therein; (3) United States, state and foreign trademarks, trade dress, service marks, service names, trade names, brand
names, logo or business symbols, whether registered or unregistered, and pending applications (including intent to use
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applications) to register the foregoing, including all extensions and renewals thereof and all goodwill associated
therewith; (4) United States and foreign copyrights and moral rights in writings, designs, software, mask works or
other works, whether registered or unregistered, and pending applications to register the same, (5) technical, scientific,
and other know-how, trade secrets, methods, processes, practices, formulas and techniques, computer software
programs and software systems, including all databases, compilations, tool sets, compilers, higher level or
"proprietary" languages, related documentation and materials, whether in interpretive code, source code, object code
or human readable form; (6) rights of publicity and privacy, "name and likeness" rights and other similar rights; (7)
books and records kept in the ordinary course of the business describing or used in connection with any of the
foregoing; and (8) claims or causes of action arising out of or related to past, present or future infringement or
misappropriation of any of the foregoing. Without limiting the foregoing, the Intellectual Property shall include the
United States and foreign issued patents, patent applications, trademark registrations, trademark applications,
copyright registrations and copyright applications, and the right to register the domain names as set forth in the
Company Disclosure Schedule (q) Problems with Customers and Suppliers. (i) Section 3.1(q) of the Company
Disclosure Schedule lists each of the Company's customers whose purchases from the Company constituted greater
than 10% of the Company's revenue for the year ended December 31, 2001 and the nine months ended September 30,
2002 (each a "Major Customer") and the dollar amount of business done with each Major Customer in each such
period. Section 3.1(q) of the Company Disclosure Schedule further lists each of the Company's vendors and suppliers,
the dollar value of purchases constituted greater than 10% of the Company's revenue for the year ended December 31,
2001 and the nine months ended September 30, 2002 (each a "Major Supplier"), and the dollar amount of business
done with each Major Supplier in each such period. The Company has furnished Acquiror, Parent and Merger Sub
with complete and accurate copies or 13 descriptions of all current agreements (written or unwritten) with such Major
Customers and Major Suppliers. Except as set forth on Section 3.1(q) or the Company Disclosure Schedule, (1) the
Company is not engaged in a material dispute with any Major Customer or Major Supplier, (2) there has been no
material adverse change in the business relationship of the Company with any Major Customer or Major Supplier
since September 30, 2002, and (3) no Major Customer or Major Supplier has indicated in writing or otherwise any
material modification or change in the business relationship with the Company, including but not limited to, a
reduction in the volume of business transacted by such Major Customer or Major Supplier, as the case may be, below
historical levels. (ii) Since January 1, 2002: (1) no supplier or customer of the Company or any of its Subsidiaries has
canceled or otherwise terminated its relationship with the Company or any of its Subsidiaries, except for such
cancellations and terminations that, individually or in the aggregate, have not had, or more likely than not are not
expected to have, a Material Adverse Effect; (2) to the Knowledge of the Company, no supplier or customer of the
Company or any of its Subsidiaries has provided written notice to the Company or any of its Subsidiaries of its intent
either to terminate its relationship with the Company or any of its Subsidiaries or to cancel any material agreement
with the Company or any of its Subsidiaries, except for such terminations and cancellations that would not,
individually or in the aggregate, have, or will have, a Material Adverse Effect; (3) to the Knowledge of the Company,
none of the suppliers of the Company or any of its Subsidiaries is unable to continue to supply the products or services
supplied to the Company or any of its Subsidiaries by such supplier, except for such inabilities that, individually or in
the aggregate, have not had, or will have, a Material Adverse Effect; and (4) the Company and its Subsidiaries have no
direct or indirect ownership interest in any supplier or customer of the Company or any of its Subsidiaries that is
material to the Company and its Subsidiaries taken as a whole. (r) Certain Business Practices. To the Knowledge of
the Company, within the past five years, none of the Company, any of its Subsidiaries or any directors, officers,
agents or employees of the Company or any of its Subsidiaries has, directly or indirectly, (i) used any funds for
unlawful contributions, gifts, kickbacks entertainment or other unlawful expenses related to political activity, (ii)
made any unlawful payment to foreign or domestic government officials or employees or to foreign or domestic
political parties or campaigns or violated any provision of the Foreign Corrupt Practices Act of 1977, as amended, (iii)
made any unlawful contribution, gift, bribe, rebate, payoff, influence payment, kickback, or other unlawful payment to
any Person, private or public, regardless of form, whether in money, property, or services (1) to obtain favorable
treatment in securing business, (2) to pay for favorable treatment for business secured, (3) to obtain special
concessions or for special concessions already obtained, for or in respect of the Company, or (4) in violation of any
Legal Requirement, (iv) established or maintained any fund or asset that has not been recorded in the books and
records of the Company, or (v) made any other unlawful payment. (s) Real Estate. (i) Section 3.1(s) of the Company
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Disclosure Schedule contains a true correct and complete description of all owned and leased real estate and all leases,
subleases, licenses and other occupancy agreements together with any amendments thereto, any option agreements
and any subordination, nondisturbance and attornment agreements (the "Leases"), with respect to all real property
leased or subleased by the Company or its Subsidiaries (the "Leased Real Estate" and, together with the owned real
estate, the "Real Property"). Each Lease is in full force and effect, the Company and/or the Subsidiaries, as applicable
and any other party thereto has performed all material obligations required to be performed by it to date under each of
the Leases and neither the Company, the Subsidiary nor, to the Company's or Subsidiary's Knowledge, any other party
thereto is in material default under any of the Leases (and no event has occurred which, with due notice or lapse of
time or both, would constitute such a lapse or default). No amount due under the Leases remains unpaid, no material
controversy, claim, dispute or disagreement exists between the parties to any of the Leases. The Company has
delivered to Parent true correct and complete copies of each Lease, and all amendments thereto, listed on Section
3.1(s) of the Company Disclosure Schedule, except to the extent otherwise noted therein. (ii) The covenants,
conditions, restrictions, encroachments, encumbrances, easements, rights of way, licenses, grants, building or use
restrictions, exceptions, reservations, limitations or other impediments affecting the Real Property do not and will not,
with respect to each Real Property, 14 materially impair the Company's ability to use any such Real Property in the
operation of the Company's business as presently conducted. There are no pending or, to the Company's Knowledge,
threatened condemnation or similar proceedings affecting the Real Property (iii) All brokerage commissions and other
compensation and fees payable by reason of the Leases have been paid in full except for such commissions and other
compensation related to options or extensions in the Leases which are not yet exercised. (iv) To the Company's
Knowledge, all improvements on the Real Property and the operations therein conducted conform in all material
respects to all applicable Legal Requirements, including without limitation, health, fire, environmental, safety, zoning
and building laws, ordinances and administrative regulations, except for possible nonconforming uses or violations
which do not and will not expose any person or property to injury or damage, materially and adversely affect any
insurance coverage, give rise to strict liability, penalties or fines jeopardize any Permit or materially interfere with the
present use, operation or maintenance thereof by the Company and its Subsidiaries as now used, operated or
maintained, and which do not and will not materially and adversely affect the value thereof. To the Company's
Knowledge, all buildings, structures, improvements and fixtures owned, leased or used by the Company or its
Subsidiaries in the conduct of its business at the Real Property conform in all material respects to all applicable codes
and rules adopted by national and local associations and boards of insurance underwriters; and all such buildings,
structures, improvements and fixtures are in good operating condition and repair, free of leaks and other material
defects and have not suffered any casualty or other material damage that has not been repaired in all material respects
except to the extent that the same does not materially affect the Company's use and enjoyment of the Real Property.
(v) There are no outstanding requirements or recommendations by any insurance company which has issued to the
Company a policy covering the Real Property, or by any board of fire underwriters or other body exercising similar
functions, requiring or recommending any repairs or work to be done on such property. (vi) Except as set forth in
Section 3.1(s) of the Company Disclosure Schedule, the Company has not assigned any of its interests under any
Lease, nor is any Real Property subject to any lease, sublease, license or other agreement granting to any other Person
any right to the use, occupancy or enjoyment of such property or any portion thereof. No option (to extend or reduce
the term of any Lease, or reduce or expand the space conveyed under any sublease or to purchase the property leased
under any such lease) has been exercised or has expired under any of the Leases, except options whose exercise or
expiration have been evidenced by a written document, a true, complete and accurate copy of which has been
delivered to the Parent with the corresponding Lease. (vii) The Real Property is all of the real property used by the
Company or necessary for the conduct of its business as currently conducted. (t) Voting Requirements. The
affirmative vote of the holders of two-thirds of the outstanding shares of Company Common Stock at the Company
Shareholders Meeting to adopt this Agreement (the "Company Shareholder Approval") is the only vote of the holders
of any class or series of the Company's capital stock necessary to adopt and approve this Agreement and the Merger
and the transactions contemplated hereby. (u) Condition and Compliance of Property; Accounts. (i) The assets of the
Company: (1) in the aggregate are adequate to conduct the operations of the Company in substantially the manner
currently conducted, (2) are suitable for the purposes for which they are currently used, (3) have been maintained in
accordance with the Company's historical practices since December 31, 2001, and (4) are in good condition, ordinary
wear and tear excepted. (ii) Section 3.1(u) of the Company Disclosure Schedule correctly identifies each bank
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account, brokerage account and safety deposit box maintained by or on behalf or for the benefit of the Company. (v)
Company Rights Agreement. The Rights Agreement dated as of October 23, 1993 between the Company and National
City Bank, Cleveland, Ohio (the "Company Rights Agreement") has been amended to (i) render the Company Rights
Agreement inapplicable to the Merger and the other transactions contemplated by this Agreement, (ii) ensure that (x)
none of Acquiror or its wholly owned Subsidiaries is an Acquiring Person (as defined in the Company Rights
Agreement) pursuant to the Company Rights 15 Agreement, (y) a Distribution Date, a Triggering Event or a Share
Acquisition Date (as such terms are defined in the Company Rights Agreement) does not occur solely by reason of the
execution of this Agreement, the consummation of the Merger, or the consummation of the other transactions
contemplated by this Agreement and (z) ensure that the Company Rights Agreement will expire or otherwise
terminate immediately prior to the Effective Time. (w) Board Recommendation. As of the date hereof, the Board of
Directors of the Company has recommended that the shareholders of the Company vote for adoption of this
Agreement. (x) Contracts. Except as disclosed in the Company SEC Documents, neither the Company nor any
Subsidiary is a party to or bound by (i) any "material contract" (as such term is defined in Item 601(b)(10) of
Regulation S-K of the SEC) or any agreement, contract or commitment that would be such a "material contract" but
for the exception for contracts entered into in the ordinary course of business, (ii) any non-competition agreement or
any other agreement or obligation which materially limits or will materially limit the Company from engaging in any
line of business, (iii) any Lease, or (iv) any material agreement, contract or commitment to which the Company is a
party that is not in the Ordinary Course of Business (collectively, "the Contracts"). With such exceptions as,
individually or in the aggregate, have not had, and would not be reasonably expected to have, a Material Adverse
Effect, (x) each of the contracts, agreements and commitments of the Company is valid and in full force and effect and
(y) neither the Company nor a Subsidiary has violated any provision of, or committed or failed to perform any act
which, with or without notice, lapse of time, or both, would constitute a default under the provisions of any such
contract, agreement or commitment. To the Knowledge of the Company, no counterparty to any such contract,
agreement or commitment has violated any provision of, or committed or failed to perform any act which, with or
without notice, lapse of time, or both would constitute a default or other breach under the provisions of, such contract,
agreement or commitment, except for defaults or breaches which, individually or in the aggregate, have not had, or
would not reasonably be expected to have, a Material Adverse Effect. Neither Company nor any Subsidiary is a party
to, or otherwise a guarantor of or liable with respect to, any interest rate, currency or other swap or derivative
transaction. The Company has provided or made available to Parent a copy of each agreement described in item (i),
(ii), (iii) or (iv) above. (y) Insurance. SECTION 3.1(Y) of the Company Disclosure Schedule sets forth a list of all
insurance policies and all material fidelity bonds or other insurance service contracts (the "Insurance Policies")
providing coverage for the properties or operations of the Company, the type and amount of coverage, and the
expiration dates of the Insurance Policies. There is no claim by the Company pending under any of the Insurance
Policies as to which coverage has been questioned, denied or disputed by the underwriters of such policies. All
premiums payable under all Insurance Policies have been paid, and the Company has otherwise complied in all
material respects with the terms and conditions of all the Insurance Policies. The Insurance Policies are valid and
enforceable in accordance with their terms, are issued by an insurer that is financially sound and reputable, are in full
force and effect and insure against risk and liabilities customary in the industry and as required by Legal
Requirements and the Contracts. The Company has not received notice from any insurance carrier: (i) threatening a
suspension, revocation, modification or cancellation of any Insurance Policy or a material increase in any premium in
connection therewith, or (ii) informing Company that any coverage listed on SECTION 3.1(W) of the Company
Disclosure Schedule will or may not be available in the future on substantially the same terms as now in effect. (z)
Product Liability; Warranty. Except as disclosed in SECTION 3.1(Z) of the Company Disclosure Schedule: (i) there
has not been during the past six (6) years from the date of this Agreement and there is no notice, demand, claim,
action, suit, inquiry, hearing, proceeding, notice of violation or investigation of a civil, criminal or administrative
nature by any Governmental Entity against or involving any product, substance or material (collectively, a "Product"),
or class of claims or lawsuits involving a Product manufactured, produced, distributed or sold by or on behalf of the
Company which is pending or, to Company's Knowledge, threatened, resulting from an alleged defect in design,
manufacture, materials or workmanship of any Product manufactured, produced, distributed or sold by or on behalf of
the Company, or any alleged failure to warn, or from any breach of express or implied specifications or warranties or
representations (a "Product Claim"); 16 (ii) there has not been, nor is there under consideration or investigation by the
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Company, any Product recall, rework, retrofit or post-sale warning (collectively, recalls, reworks, retrofits and
post-sale warnings are referred to in this Agreement as "Recalls") conducted by or on behalf of the Company
concerning any Products manufactured, produced, distributed or sold by or on behalf of the Company or, to the
Company's Knowledge, any Recall conducted by or on behalf of any entity as a result of any alleged defect in any
Product supplied by the Company, other than rework, refurbishments, or refits arising in the Ordinary Course of
Business; and (iii) there is no Product Claim pending or, to the Company's Knowledge threatened, on behalf of a
customer of the Company or a consumer that, individually or in the aggregate, has had or could reasonably be
expected to have a Material Adverse Effect. (aa) No Additional Representations or Warranties. Neither the Company
nor any other Person makes any other express or implied representation on behalf of the Company other than as
expressly set forth in this ARTICLE III. SECTION 3.2 Representations and Warranties of Acquiror, Parent and
Merger Sub. Acquiror, Parent and Merger Sub each hereby represents and warrants to the Company as follows: (a) No
Prior Activities of Merger Sub. Merger Sub has not conducted any business prior to the date hereof and has no, and
prior to the Effective Time will have no, assets, liabilities or obligations of any nature other than those incident to its
formation and pursuant to this Agreement and the Merger and the other transactions contemplated by this Agreement.
(b) Organization, Standing and Corporate Power. Each of Acquiror, Parent and Merger Sub is a corporation or other
legal entity duly organized, validly existing and in good standing under the laws of the jurisdiction in which it is
organized and has the requisite corporate or other power, as the case may be, and authority to carry on its business as
now being conducted. (c) Authority; No Conflict. Each of Acquiror, Parent, and Merger Sub has all requisite
corporate power and authority to enter into this Agreement and to consummate the transactions contemplated by this
Agreement, subject to approval by shareholders of Parent ("Parent Shareholder Approval"). The execution and
delivery of this Agreement by Acquiror, Parent, and Merger Sub and the consummation by Acquiror, Parent, and
Merger Sub of the transactions contemplated hereby have been duly authorized by all necessary corporate action on
the part of Acquiror, Parent, and Merger Sub, subject to Parent Shareholder Approval. This Agreement has been duly
executed and delivered by Acquiror, Parent, and Merger Sub and, assuming the due authorization, execution and
delivery by the Company, constitutes a legal, valid and binding obligation of Acquiror, Parent, and Merger Sub,
enforceable against Acquiror, Parent and Merger Sub in accordance with its terms, subject to bankruptcy, insolvency,
fraudulent transfer, reorganization, moratorium and similar laws of general applicability relating to or affecting the
rights of creditors and to general principles of equity. Except as set forth in SECTION 3.2(C) to the Acquiror
disclosure schedule attached hereto (the "Acquiror Disclosure Schedule"), the execution and delivery of this
Agreement does not, and the consummation of the transactions contemplated by this Agreement and compliance with
the provisions of this Agreement will not, conflict with, or result in any violation of, or default (with or without notice
or lapse of time, or both) under, or give rise to a right of termination, cancellation or acceleration of any obligation or
loss of a benefit under, (i) the certificate incorporation, articles of organization or other charter documents of Acquiror
or Parent or the articles of incorporation or code of regulation of Merger Sub, (ii) any loan or credit agreement, note,
bond, mortgage, indenture, lease or other agreement, instrument, permit, concession, franchise, license or similar
authorization applicable to Acquiror or Parent or their respective properties or assets or (iii) subject to the
governmental filings and other matters referred to in the following sentence, any judgment, order, decree, statute, law,
ordinance, rule or regulation applicable to Acquiror or Parent or their respective properties or assets, other than, in the
case of clauses (ii) and (iii), any such conflicts, violations, defaults, rights, losses or Liens that individually or in the
aggregate would not reasonably be expected to materially impair or delay the ability of Acquiror, Parent, or Merger
Sub to perform their obligations under this Agreement. No consent, approval, order or authorization of, action by, or
in respect of, or registration, declaration or filing with, any Governmental Entity is required by Acquiror, Parent or
Merger Sub in connection with the execution and delivery of this Agreement by Acquiror or the consummation by
Acquiror of the transactions contemplated hereby, except: (1) the filing of the Certificate of Merger with the Secretary
of State of the State of Ohio; (2) the filing of a pre-merger notification and report form by Acquiror and 17 Parent
under the HSR Act; (3) such filings, consents, approvals, orders or authorizations as may be required to be made or
obtained pursuant to Foreign Antitrust Laws; (4) such filings, consents, approvals, orders or authorizations as may be
required to be made or obtained pursuant to rules and regulations of the Stock Exchange of Hong Kong; and, (5) such
consents, approvals, orders or authorizations the failure of which to be made or obtained individually or in the
aggregate would not reasonably be expected to materially impair or delay the ability of Acquiror, Parent or Merger
Sub to perform its respective obligations under this Agreement. (d) Proxy Materials. All of the information to be
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furnished by Acquiror, Parent or Merger Sub for inclusion in the Definitive Proxy Statement (or any amendment or
supplement thereto) will not, on the date it is first mailed to the Company's shareholders, and the Definitive Proxy
Statement, as then amended or supplemented, on the date of the Company Shareholders Meeting referred to in
SECTION 5.1(A) (Proxy Statement) or on the Closing Date, contain any statement which is false or misleading with
respect to any material fact or omit to state any material fact required to be stated therein or necessary in order to make
the statements therein, in light of the circumstances under which they were made, not misleading. Notwithstanding the
foregoing, Acquiror, Parent and Merger Sub make no representation or warranty regarding information furnished by
the Company for inclusion in the Definitive Proxy Statement (or any amendment or supplement thereto). The
information supplied or to be supplied in writing by or on behalf of Acquiror or Merger Sub for inclusion in the
Definitive Proxy Statement will comply as to form and substance in all material respects with the requirements of the
Exchange Act and the applicable rules and regulations of the SEC thereunder. (e) Brokers. Except as set forth in
SECTION 3.2(E) of the Acquiror Disclosure Statement, no broker, investment banker, financial advisor or other
Person is entitled to any broker's, finder's, financial advisor's or other similar fee or commission in connection with the
transactions contemplated by this Agreement based upon arrangements made by or on behalf of Acquiror or Merger
Sub. ARTICLE IV PRE-CLOSING COVENANTS SECTION 4.1 Conduct of Business. Except as (i) set forth in
SECTION 4.1 of the Company Disclosure Schedule, (ii) as otherwise expressly contemplated by this Agreement or
(iii) consented to by Acquiror, such consent not to be unreasonably withheld or delayed, during the period from the
date of this Agreement to the Effective Time, the Company shall, and shall cause its Subsidiaries to, carry on their
respective businesses in the Ordinary Course of Business consistent with past practice and in compliance in all
material respects with all applicable Legal Requirements and, to the extent consistent therewith, use all reasonable
efforts to preserve intact their current business organizations (other than internal organizational realignments), use all
reasonable efforts to keep available the services of their current officers and other key employees and preserve their
relationships with those Persons having business dealings with them to the end that their goodwill and ongoing
businesses shall be unimpaired at the Effective Time. Without limiting the generality of the foregoing and except as
subject to the above exceptions, during the period from the date of this Agreement to the Effective Time or earlier
termination of this Agreement, the Company shall not, and shall not permit any of its Subsidiaries to: (a) (x) declare,
set aside or pay any dividends on, or make any other distributions in respect of, any of its capital stock other than
dividends and distributions by a direct or indirect wholly owned Subsidiary of the Company to its parent, (y) 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, except for issuances of the Company Common Stock upon the
exercise of the Company Stock Options under the Company Stock Plans or in connection with other awards under the
Company Stock Plans, in each case, outstanding as of the Stock Reference Date, and in accordance with their present
terms or issued pursuant to SECTION 4.1(B) or (z) except pursuant to agreements entered into with respect to the
Company Stock Plans that are in effect as of the close of business on the Stock Reference Date or issued pursuant to
SECTION 4.1(B), purchase, redeem or otherwise acquire any shares of capital stock of the Company or any of its
Subsidiaries or any other securities thereof or any rights, warrants or options to acquire any such shares or other
securities; 18 (b) issue, deliver, sell, pledge or otherwise encumber or subject to any Lien any shares of its capital
stock, any other voting securities or any securities convertible into, or any rights, warrants or options to acquire, any
such shares, voting securities or convertible securities, other than the issuance of Company Common Stock upon the
exercise of the Company Stock Options or in connection with other awards under the Company Stock Plans (x)
outstanding as the Stock Reference Date and in accordance with their present terms or granted after the date thereof in
the Ordinary Course of Business consistent with past practice or (y) after consulting with Acquiror, otherwise granted
after the date hereof; (c) amend its articles of incorporation, code of regulations or other comparable organizational
documents, or, in the case of the Company, merge or consolidate with any Person; (d) acquire or agree to acquire, or
dispose of or agree to dispose of, any material assets, either by purchase, merger, consolidation, sale of shares in any
of its Subsidiaries or otherwise, except for (w) purchases of capital equipment in accordance with the previously
approved capital expenditure budget, a complete and correct copy of which has been furnished to Acquiror, (x)
purchase of inventory components and subsequent sale of inventory in the Ordinary Course of Business, consistent
with past practice, (y) sale of obsolete equipment for fair market value, and (z) the sale of excess equipment in an
amount in any single transaction or series of related transactions, not to exceed $3 million; (e) sell, lease, license,
mortgage or otherwise encumber or subject to any Lien, abandon or otherwise dispose of any of its properties or assets
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other than in the Ordinary Course of Business consistent with past practice; (f) take any action that would cause the
representations and warranties set forth in this Agreement to no longer be true and correct; (g) amend, modify or
waive any provision of the Company Rights Agreement, and shall not take any action to redeem the rights issued
thereunder or render the rights issued thereunder inapplicable to a transaction, other than to permit another transaction
that the Board of Directors of the Company has determined in good faith, after consultation with outside counsel, is a
Superior Proposal; (h) make any change in accounting methods or cash management; (i) (i) grant any increase in the
compensation payable or to become payable by the Company or any of its Subsidiaries to any of its officers, directors
or key employees, except in the case of key employees (who are not officers or directors) increases in the Ordinary
Course of Business, or pursuant to Contracts in effect as of the date of this Agreement; or (ii) (A) adopt any new, (B)
grant any award under, or (C) except as required by applicable Legal Requirements, amend or otherwise increase, or
accelerate the payment or vesting of the amounts payable or to become payable under, any existing Company Benefit
Plan; or (iii) enter into or modify or amend any employment or severance agreement with or, except as required by
applicable Legal Requirements, grant any severance or termination rights to any officer, director or employee of the
Company or any of its Subsidiaries; (iv) enter into any collective bargaining agreement or (v) make any loan to, or
enter into any material transaction of any other nature with, any director, executive officer or key employee of the
Company; (j) modify, amend or terminate in any material respect, any of its material Contracts or waive, release or
assign any material rights or claims; (k) (i) incur or assume any Indebtedness other than Indebtedness with respect to
working capital in amounts consistent with past practice; (ii) materially modify any Indebtedness or other Liability;
(iii) assume, guarantee, endorse or otherwise become liable or responsible (whether directly, contingently or
otherwise) for the obligations of any other Person (other than a Subsidiary), other than immaterial amounts in the
Ordinary Course of Business, and other than the endorsement of negotiable instruments for collection in the Ordinary
Course of Business; (iv) make any loans, advances or capital contributions to, or investments in, any other person
(other than to wholly owned Subsidiaries of the Company or customary advances to employees in accordance with
past practice); or (v) enter into any material commitment or transaction; (1) make any material tax election (unless
required by law) or settle or compromise any material income tax liability; 19 (m) (i) waive the benefits of, or agree to
modify in any material manner, any confidentiality, standstill or similar agreement to which the Company or any of its
Subsidiaries is a party, or (ii) pay, discharge or satisfy any proceeding, other than a payment, discharge or satisfaction
(A) involving payments by the Company or its Subsidiaries of less than $1 million, or (B) for which liabilities are
reflected on or are reserved against in the Company's most recent consolidated financial statements (or the notes
thereto) included in the Company SEC Reports, but not to exceed the reserve therefor, in each case in complete
satisfaction, and with a complete release, of such matter with respect to all parties to such matter, of actions, suits,
proceedings or claims; (n) make any payment or incur any liability or obligation for the purpose of obtaining any
consent from any third party to the transactions contemplated hereby; (o) fail to keep in full force and effect insurance
comparable in amount and scope to coverage maintained by it (or on behalf of it) on the date hereof; (p) accelerate the
collection of receivables or defer the payment of payables or modify the payment terms of any receivables or
payables, other than immaterial changes in a manner consistent with past practice, or sell, securitize, factor or
otherwise transfer any accounts receivable other than consistent with past practice; (q) permit any purchase of
Common Stock by the Company or any of its Subsidiaries at a price higher than the Merger Consideration; (r) fail to
inform Parent of the occurrence of any event which to the Knowledge of the Company could reasonably be expected
to result in a breach of any representation or warranty contained in Section 3.1; and (s) shall enter into an agreement,
contract, commitment or arrangement to do any of the foregoing, or to authorize, recommend, propose or announce an
intention to do any of the foregoing; provided that the limitations set forth in this SECTION 4.1 (other than clause (c))
shall not apply to any transaction to which the only parties are the Company and any wholly owned Subsidiary or
Subsidiaries of the Company. SECTION 4.2 Other Actions. Except as required by law, the Company, Parent and
Acquiror shall not, and neither shall permit any of their respective Subsidiaries to, voluntarily take any action that
would reasonably be expected to result in any of the conditions to the Merger set forth in ARTICLE VI (Conditions
Precedent) not being satisfied. SECTION 4.3 Advice of Changes. The Company and Acquiror shall give prompt oral
and written notice to the other party of (i) the occurrence, or non-occurrence of any event whose occurrence, or
non-occurrence would be likely to cause either (A) a Material Adverse Change, (B) any representation or warranty
contained in this Agreement to be untrue or inaccurate in any respect at any time from the date hereof to the Effective
Time or (C) any failure of the Company, Acquiror or Parent, or any of their respective officers, directors, employees,
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agents or subsidiaries, to comply with or satisfy any covenant, condition or agreement to be complied with or satisfied
by it hereunder; provided, however, that the delivery of any notice pursuant to this SECTION 4.3 shall not limit or
otherwise affect the representations, warranties or remedies available hereunder to any party hereto. SECTION 4.4 No
Solicitation by the Company. (a) The Company shall not, nor shall it permit any of its Subsidiaries to, nor shall it
authorize or permit any of its directors, officers or employees or any investment banker, financial advisor, attorney,
accountant or other representative retained by it or any of its Subsidiaries to, directly or indirectly, through another
Person, (i) solicit, initiate or encourage (including by way of furnishing information), or take any other action
designed to facilitate, any inquiries or the making of any proposal which constitutes any Company Takeover Proposal
or (ii) participate in any discussions or negotiations regarding any Company Takeover Proposal; provided, however,
that if, at any time, the Board of Directors of the Company determines in good faith, after consultation with such legal,
financial and other advisors as it deems appropriate, that it is necessary to do so in order to act in a manner consistent
with its fiduciary duties under applicable law, the Company may, prior to the date of the Shareholders Meeting and in
response to a Superior Proposal that was not solicited by it or that did not otherwise result from a breach of this
SECTION 4.4(A), (x) furnish non-public information with respect to the Company and its Subsidiaries to any Person
making or proposing to make a Superior Proposal pursuant to a confidentiality agreement and (y) participate in
discussions or negotiations regarding such Superior Proposal. 20 (b) In addition to the obligations of the Company set
forth in paragraph (a) of this SECTION 4.4, the Company shall immediately advise Acquiror orally and in writing of
any request for information or of any Company Takeover Proposal and the material terms and conditions of such
request or Company Takeover Proposal. The Company will keep Acquiror reasonably informed of the status and
details (including amendments and proposed amendments) of any such request or Company Takeover Proposal. (c)
Nothing contained in this SECTION 4.4 shall prohibit the Company from taking and disclosing to its shareholders a
position contemplated by Rule 14e-2(a) promulgated under the Exchange Act or from making any disclosure to the
Company's shareholders if, in the good faith judgment of the Board of Directors of the Company, after consultation
with outside counsel, failure so to disclose would be inconsistent with its obligations under applicable law. (d)
Notwithstanding the preceding provisions of this SECTION 4.4, the Company (i) may file this Agreement and any
press release announcing this Agreement as exhibits to a Current Report on Form 8-K, and (ii) may, in private
communications with third parties and in other public disclosures, make a statement to the effect that, consistent with
its fiduciary obligations and subject to the terms of this Agreement, the Board of Directors of the Company has
preserved its ability to respond to third parties, where appropriate. SECTION 4.5 Continued Availability of Funds;
Evidence of Funds. (a) The Parent, directly or indirectly through the Acquiror or Merger Sub, shall at all times prior to
the Closing Date, maintain on hand sufficient funds to pay the Merger Consideration (the "Financing"). (b) The Parent
shall provide to the Company upon execution of this Agreement and thereafter, as the Company may reasonably
request, continuing financial and accounting evidence of their financial capacity to make the investments
contemplated by this Agreement. ARTICLE V ADDITIONAL AGREEMENTS SECTION 5.1 Preparation of the
Proxy Statement; Shareholders Meeting. (a) Proxy Statement. In connection with the Company Shareholders Meeting
contemplated by SECTION 5.1(B) below, the Company will prepare and file (after consultations with Acquiror) a
preliminary proxy statement relating to the transactions contemplated by this Agreement (the "Preliminary Proxy
Statement") and will use its commercially reasonable efforts to respond to the comments of the SEC thereon, and to
cause a final proxy statement (such proxy statement the "Definitive Proxy Statement") to be mailed to the Company's
shareholders, in each case as soon as reasonably practicable after providing Acquiror with reasonable opportunity to
comment thereon. Each party to this Agreement will notify the other parties promptly of the receipt of the comments
of the SEC, if any, and of any request by the SEC for amendments or supplements to the Preliminary Proxy Statement
or the Definitive Proxy Statement or for additional information, and will supply the others with copies of all
correspondence between such party or its representatives, on the one hand, and the SEC or members of its staff, on the
other hand, with respect to the Preliminary Proxy Statement, the Definitive Proxy Statement or the Merger. If at any
time prior to the Company Shareholders Meeting, (i) any event should occur relating to the Company or any of the
Subsidiaries which should be set forth in an amendment of, or a supplement to, the Definitive Proxy Statement, or (ii)
any event should occur relating to Acquiror, Parent, or Merger Sub or any of their respective Affiliates, or relating to
the plans of any such Persons for the Surviving Corporation after the Effective Time of the Merger, or relating to the
Financing of the transaction, in either case that should be set forth in an amendment of, or a supplement to, the
Definitive Proxy Statement, then the Company or Acquiror (as applicable), will, upon learning of such event,
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promptly inform the other of such event and the Company shall prepare, file and, if required, mail such amendment or
supplement to the Company's shareholders; provided that, prior to such filing or mailing the Company shall consult
with Acquiror with respect to such amendment or supplement and shall afford Acquiror reasonable opportunity to
comment thereon. Acquiror will furnish to the Company the information relating to Acquiror, Parent, and Merger Sub,
their respective Affiliates and the plans of such Persons for the Surviving Corporation after the Effective Time of the
Merger, and relating to the Financing, which is required to be set forth in the Preliminary Proxy Statement or the
Definitive Proxy Statement under the Exchange Act and the rules and regulations of the SEC thereunder. 21 (b) The
Company will take all action necessary in accordance with applicable law and its governing documents to duly call,
give notice of, and, after SEC clearance of the Definitive Proxy Statement, convene a meeting of its shareholders (the
"Company Shareholders Meeting") to consider and vote upon the adoption of this Agreement. The Board of Directors
of the Company shall recommend such adoption and approval, and subject to fiduciary obligations under applicable
law, shall not withdraw or modify such recommendation other than in compliance with SECTION 4.4(A) and
SECTION 7.1(E), or if the Fairness Opinion is withdrawn by Financial Advisor and the Company terminates this
Agreement under SECTION 7.1(F), and shall take all lawful action necessary to obtain such shareholder approval. (c)
Parent will take all action necessary in accordance with applicable law, including the rules and regulations of the
Stock Exchange of Hong Kong, to obtain approval of the Merger by the shareholders of Parent. The disclosure
statement or other communication sent by Parent to its shareholders shall contain (i) the recommendation of the Board
of Directors of Parent that such shareholders vote in favor of the Merger and (ii) a statement that the executive
members of the Board of Directors of Parent intend to vote their shares of Parent Common Stock in favor of the
Merger. SECTION 5.2 Access to Information; Confidentiality. To the extent permitted by applicable law and subject
to the Agreement dated October 2, 2002 between Acquiror and the Company (the "Confidentiality Agreement"), the
Company shall, and shall cause each of its Subsidiaries to afford to Acquiror and to the officers, employees,
accountants, counsel, financial advisors and other representatives of Acquiror, reasonable access during normal
business hours during the period prior to the Effective Time to all their respective properties (including access to
perform environmental studies, if deemed necessary or appropriate by the Acquiror), books, contracts, commitments,
personnel and records and, during such period, the Company shall, and shall cause each of its subsidiaries to furnish
promptly to Acquiror (a) a copy of each report, schedule, registration statement and other document filed by it during
such period pursuant to the requirements of federal or state securities laws and (b) all other information concerning its
business, properties and Personnel as such other party may reasonably request. Any review pursuant to this SECTION
5.2 shall be for the purposes of confirming the accuracy of any representation or warranty contained in this Agreement
given by the Company to Acquiror, Parent and Merger Sub. The Acquiror will hold, and will cause its respective
officers, employees, accountants, counsel, financial advisors and other representatives and affiliates, any non-public
information in accordance with the terms of the Confidentiality Agreement. SECTION 5.3 Commercially Reasonable
Efforts; Cooperation. (a) Upon the terms and subject to the conditions set forth in this Agreement, each of the parties
agrees to use commercially reasonable efforts to take, or cause to be taken, all actions, and to do, or cause to be done,
and to assist and cooperate with the other parties in doing, all things necessary, proper or advisable to consummate
and make effective, in the most expeditious manner practicable, the Merger and the other transactions contemplated
by this Agreement, including (i) obtaining of all necessary actions or non-actions, waivers, consents and approvals
from Governmental Entities and the making of all necessary registrations and filings and the taking of all steps as may
be necessary to obtain an approval or waiver from, or to avoid an action or proceeding by, any Governmental Entity,
(i) obtaining of all necessary consents, approvals or waivers from third parties, (iii) defending any lawsuits or other
legal proceedings, whether judicial or administrative, challenging this Agreement or the consummation of the
transactions contemplated hereby, including seeking to have any stay or temporary restraining order entered by any
court or other Governmental Entity vacated or reversed, and (iv) executing and delivering of any additional
instruments necessary to consummate the transactions contemplated by, and to fully carry out the purposes of, this
Agreement. Nothing set forth in this SECTION 5.3(A) will limit or affect actions permitted to be taken pursuant to
SECTION 4.2. (b) Each of Acquiror and the Company shall use their best efforts to file as soon as practicable
notifications under the HSR Act with respect to the Merger and the other transactions contemplated by this Agreement
and to respond at the earliest practicable date with any request under the HSR Act for additional information,
documents or other materials received by such party from the Federal Trade Commission or the Department of Justice
or any other Governmental Entity in respect of such filings or the Merger and the other transactions contemplated by
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this Agreement. The parties to this Agreement will cooperate with the other party in connection with making any
filing under the HSR Act and in connection with any filings, conferences or other submissions related to resolving any
investigation or other inquiry by any Governmental Authority with respect to the Merger and the other transactions
contemplated by this Agreement. 22 SECTION 5.4 Director, Officer and Employee Indemnification. (a) Acquiror
shall, and shall cause the Surviving Corporation to, and the Surviving Corporation shall, indemnify and hold harmless,
to the fullest extent permitted under applicable law, the individuals who on or prior to the Effective Time were
officers, directors or employees of the Company or its Subsidiaries (collectively, the "Indemnitees") with respect to all
acts or omissions by them in their capacities as such or taken at the request of the Company or its Subsidiaries at any
time prior to the Effective Time. With respect to all acts or omissions by them in their capacities as such or taken at
the request of the Company or its Subsidiaries at any time prior to the Effective Time. Acquiror agrees that, and
Acquiror agrees to cause the Surviving Corporation to agree that, all rights of the Indemnitees to indemnification and
exculpation from liabilities for acts or omissions occurring at or prior to the Effective Time as provided in the
respective articles of incorporation or regulations (or comparable organizational and governing documents) of the
Company and its Subsidiaries as now in effect and any indemnification agreements or arrangements of the Company
or its Subsidiaries shall survive the Merger and shall continue in full force and effect in accordance with their terms.
Such rights shall not be amended, or otherwise modified in any manner that would adversely affect the rights of the
Indemnitees, unless such modification is required by law. In addition, the Surviving Corporation shall pay any
expenses of any Indemnitee under this SECTION 5.4 as incurred to the fullest extent permitted under applicable law,
provided that the Person to whom expenses are advanced provides an undertaking to repay such advances to the extent
required by applicable law. (b) In the event any action is asserted or made, any determination required to be made with
respect to whether an Indemnitee's conduct complies with the standards set forth under the Ohio Statutes, the
applicable organizational documents of the Company or its Subsidiaries or any indemnification agreements or
arrangements of the Company or its Subsidiaries, as the case may be, shall be made by independent legal counsel
selected by the Acquiror and reasonably acceptable to the Indemnitee; provided, however, that nothing in this
SECTION 5.4 shall impair any rights of any current or former director or officer of the Company or its Subsidiaries,
including pursuant to the respective articles of incorporation or bylaws of Surviving Corporation or the Company, or
their respective subsidiaries, under Ohio law or otherwise. (c) Each of Acquiror, the Surviving Corporation and the
Indemnitee shall cooperate, and cause their respective affiliates to cooperate, in the defense of any action and shall
provide access to properties and individuals as reasonably requested and furnish or cause to be furnished records,
information and testimony, and attend such conferences, discovery proceedings, hearings, trials or appeals, as may be
reasonably requested in connection therewith. (d) For the six-year period commencing immediately after the Effective
Time, Surviving Corporation shall either (i) maintain in effect the Company's current directors' and officers' liability
insurance policies providing coverage as respects acts or omissions occurring prior to the Effective Time with respect
to those persons who are currently covered by the Company's directors' and officers' liability insurance policy ("D&O
Insurance") on terms and at limits no less favorable to the Company's directors and officers currently covered by
policies in effect on the date hereof or (ii) a directors' and officers' insurance policy for the exclusive benefit of those
persons who are currently covered by the Company's directors' and officers' liability insurance policy from a
financially sound and nationally reputable carrier which (1) is at least as favorable to the Persons currently covered by
the Company's directors' and officers' liability insurance in effect as of the date hereof and (2) will at a minimum have
the same terms and limits as the Company's directors' and officers' liability insurance policies in effect as of the date
hereof; provided, however, that, if the Company's current directors' and officers' liability insurance expires, is
terminated or is canceled during such six-year period, Acquiror shall, or shall cause the Surviving Corporation to,
obtain directors' and officers' liability insurance covering such acts or omissions with respect to each such Person on
terms and at limits no less favorable to the Company's directors and officers currently covered by policies in effect
immediately prior to the date of such expiration, termination or cancellation, provided, however, that the Surviving
Corporation shall not be required to pay an annual premium for the D&O Insurance in excess of 200% of the
estimated premium for 2003. The Company and Acquiror shall cooperate to make any arrangements necessary to
obtain or continue such directors' and officers' liability insurance for such six-year period, including the prepayment
any fees or premiums to the applicable insurance providers of such amounts as necessary to provide the coverage
contemplated by this SECTION 5.4. 23 (e) The provisions of this SECTION 5.4 are intended to be for the benefit of,
and shall be enforceable by, each Indemnitee, such Indemnitee's heirs and representatives and (ii) are in addition to,
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and not in substitution for, any other rights to indemnification or contribution that any such Person may have by
contract or otherwise. (f) In the event that the Surviving Corporation or any of its successors or assigns (i)
consolidates with or merges into any other Person and is not the continuing or surviving corporation or entity of such
consolidation or merger or (ii) transfers or conveys all or substantially all of its properties and assets to any Person,
then, and in each such case, proper provision shall be made so that the successors and assigns of the Surviving
Corporation shall assume all of the obligations thereof set forth in this SECTION 5.4. (g) The obligations of Acquiror
and the Surviving Corporation under this SECTION 5.4 shall not be terminated or modified in such a manner as to
adversely affect any Indemnitee to whom this SECTION 5.4 applies without the consent of the affected Indemnitee (it
being expressly agreed that the Indemnitees to whom this SECTION 5.4 applies shall be third party beneficiaries of
this SECTION 5.4). SECTION 5.5 Public Announcements. Acquiror and the Company will consult with each other
before issuing, and provide each other the opportunity to review, comment upon and concur with, any press release or
other public statements with respect to the transactions contemplated by this Agreement, including the Merger, and,
subject to SECTION 4.4(D), shall not issue any such press release or make any such public statement prior to such
consultation, except as either party may determine is required by applicable law, court process or by obligations
pursuant to any listing rules or listing agreement with any national securities or stock exchange. The parties agree that
the initial press release to be issued with respect to the transactions contemplated by this Agreement shall be in the
form heretofore agreed to by the parties. SECTION 5.6 2002 Year-End Benefits. The Surviving Corporation agrees to
make, if not previously paid prior to the Effective Time, payments under the Company's current incentive bonus and
profit sharing plans with respect to the year ended December 31, 2002. SECTION 5.7 Delisting. Each of the parties
hereto shall cooperate with each other in taking, or causing to be taken, all actions necessary to delist all of the
Company Common Stock from the New York Stock Exchange and to terminate registration under the Exchange Act;
provided, that such delisting and termination shall not be effective until after the Effective Time. ARTICLE VI
CONDITIONS PRECEDENT SECTION 6.1 Conditions to Each Party's Obligation to Effect the Merger. The
respective obligations of each party to effect the Merger are subject to the satisfaction or waiver on or prior to the
Closing Date of the following conditions: (a) Shareholders' Approval. The Company Shareholder Approval and the
Parent Shareholder Approval shall each have been obtained. (b) Governmental and Regulatory Approvals. All
consents, approvals and actions of, filings with and notices to any Governmental Entity required of the Company,
Acquiror, Merger Sub, or any of their Subsidiaries to consummate the Merger and the other transactions contemplated
hereby, the failure of which to be obtained or taken is reasonably expected to have a Material Adverse Effect on the
Surviving Corporation and its Subsidiaries, taken as a whole, shall have been obtained in form and substance
reasonably satisfactory to Acquiror. (c) No Injunctions or Restraints. No judgment, order, decree, statute, law,
ordinance, rule or regulation, entered, enacted, promulgated, enforced or issued by any court or other Governmental
Entity of competent jurisdiction or other legal restraint or prohibition (collectively, "Restraints") affecting the Closing
or seeking to prohibit the transactions contemplated under this Agreement shall be in effect; provided, however, that
the parties asserting this condition shall have used its commercially reasonable efforts to prevent the entry of any such
Restraints and to appeal as promptly as possible any such Restraints that may be entered. 24 (d) HSR Act. The waiting
or similar period (including any extension thereof) applicable to the consummation of the Merger under the HSR Act
and any applicable Foreign Antitrust Law shall have expired or been terminated. SECTION 6.2 Conditions to
Obligations of Acquiror, Parent and Merger Sub. The obligations of Acquiror, Parent and Merger Sub to effect the
Merger are further subject to satisfaction or waiver of the following conditions: (a) Representations and Warranties.
The representations and warranties of the Company set forth herein shall be true and correct both when made and at
and as of the Closing Date, as if made at and as of such time (except to the extent expressly made as of an earlier date,
in which case as of such date), except where the failure of such representations and warranties to be so true and correct
(without giving effect to any limitation as to "materiality" or "Material Adverse Effect" set forth therein) would not
have, individually or in the aggregate, a Material Adverse Effect. (b) Performance of Obligations of the Company.
The Company shall have performed or complied in all material respects to all obligations required to be performed or
complied by it under this Agreement at or prior to the Closing Date. (c) No Material Adverse Change. At any time
after the date of this Agreement there shall not have occurred any Material Adverse Change. (d) Dissenting Shares.
Acquiror shall have received evidence, in form and substance reasonably satisfactory to it, that the number of
Dissenting Shares shall constitute no greater than 10% of the total number of shares of Company Common Stock
outstanding immediately prior to the Effective Time. (e) Closing Certificate. The Acquiror shall have received on the
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Closing Date a closing certificate in the form of Exhibit 4 hereto dated the Closing Date and executed by the chief
executive officer of the Company certifying to the fulfillment of the conditions specified in SECTIONS 6.1 and 6.2.
(f) Resolutions, etc. The Acquiror shall have received from the Company a certificate, dated as of the Closing Date, of
its secretary or assistant secretary as to (i) any resolutions of the Company authorizing the execution, delivery or
performance of this Agreement, the Merger or any other related document; and (ii) the articles of incorporation and
code of regulations of the Company, with any amendments thereto, in effect as of the date hereof, upon which the
Acquiror may conclusively rely until it shall have received a further certificate of secretary of the Company canceling
or amending such prior articles of incorporation. (g) Good Standing Certificate. The Company shall provide to the
Acquiror a certificate of the Secretary of State of Ohio as to the Company's good standing. (h) Director Resignations.
The Company shall deliver or cause to be delivered to the Acquiror letters of resignation executed by the directors of
the Company effective as of the Effective Time. SECTION 6.3 Conditions to Obligations of the Company. The
obligations of the Company to effect the Merger are further subject to satisfaction or waiver of the following
conditions: (a) Representations and Warranties. The representations and warranties of Acquiror set forth herein shall
be true and correct both when made and at and as of the Closing Date, as if made at and as of such time (except to the
extent expressly made as of an earlier date, in which case as of such date), except where the failure of such
representations and warranties to be so true and correct (without giving effect to any limitation as to "materiality" or
"Material Adverse Effect" set forth therein) would not have, individually or in the aggregate, a Material Adverse
Effect on Acquiror. (b) Performance of Obligations of Acquiror, Parent and Merger Sub. Acquiror, Parent and Merger
Sub shall have performed or complied in all material respects to all obligations required to be performed or complied
by them under this Agreement at or prior to the Closing Date. (c) Exchange Fund Funding. On or prior to the Closing
Date, but prior to the Effective Time, Parent, Acquiror or Merger Sub shall have deposited with the Exchange Agent
the Exchange Fund. (d) Payment for Termination of Employment Agreement. Immediately prior to the Effective
Time, Parent, Acquiror or Merger Sub shall have furnished cashiers' checks or wire transfers of funds to each of 25
the employees listed on Section 6.3(d) of the Company Disclosure Schedule in the aggregate amount of $2.4 million.
(e) Closing Certificate. The Company shall have received on the Closing Date a closing certificate in the form of
Exhibit 5 dated the Closing Date and executed by the chief executive officer of Parent certifying to the fulfillment of
the conditions specified in SECTIONS 6.1 and 6.3. SECTION 6.4 Frustration of Closing Conditions. None of
Acquiror, Parent or the Company may rely on the failure of any condition set forth in SECTION 6.1 (Conditions to
Each Party's Obligation to Effect the Merger), SECTION 6.2 (Conditions to Obligations of the Acquiror), or
SECTION 6.3 (Conditions to Obligations of the Company), as the case may be, to be satisfied if such failure was
caused by such party's failure to use commercially reasonable efforts to consummate the Merger and the other
transactions contemplated by this Agreement, as required by and subject to SECTION 5.3 (Commercially Reasonable
Efforts; Cooperation). ARTICLE VII TERMINATION, AMENDMENT AND WAIVER SECTION 7.1 Termination.
This Agreement may be terminated at any time prior to the Effective Time, whether before or after the Company
Shareholder Approval: (a) By mutual written consent of Acquiror and the Company; (b) By either Acquiror or the
Company: (i) if the Merger shall not have been consummated by April 15, 2003; provided, however, that the right to
terminate this Agreement pursuant to this Section 7.1(b)(i) shall not be available to any party whose failure to perform
any of its obligations under this Agreement solely is the basis for the failure of the Merger to be consummated by such
time; (ii) if the Company Shareholder Approval shall not have been obtained at a Company Shareholders Meeting
duly convened therefor or at any adjournment or postponement thereof; or (iii) if any Restraint having any of the
effects set forth in SECTION 6.1(C) shall be in effect and shall have become final and nonappealable; provided,
however, that the party seeking to terminate this Agreement pursuant to this SECTION 7.1(B)(III) shall have used
commercially reasonable efforts to prevent the entry of and to remove such Restraint; (c) By Acquiror, if the
Company shall have breached or failed to perform in any material respect any of its representations, warranties,
covenants or other agreements contained in this Agreement, which breach or failure to perform would give rise to a
Material Adverse Effect relating to the Company and (A) is not cured within 30 days after written notice thereof or
(B) is incapable of being cured by the Company; (d) By the Company, if Acquiror, Parent or Merger Sub shall have
breached or failed to perform in any material respect any of their respective representations, warranties, covenants or
other agreements contained in this Agreement, which breach or failure to perform includes failure to fully fund the
Exchange Fund and (A) is not cured within 30 days after written notice thereof or (B) is incapable of being cured by
Acquiror; (e) By the Company upon the Company's execution of a binding agreement with a third party with respect
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to a Superior Proposal, provided that for any termination by the Company under this SECTION 7.1(E) to be effective,
the Company must have complied with all provisions of this Agreement, including the notice provisions contained in
SECTION 4.4(B) and paid the Termination Fee and expense reimbursement to Acquiror in accordance with
SECTION 7.3; (f) by the Company if any event, circumstance, condition, fact, effect or other matter has occurred or
exists which (i) would, or would be reasonably likely to give rise to the failure of any of the conditions to the
obligations of the Parent, Merger Sub or Acquiror set forth in SECTION 6.1 OR 6.3; and (ii) cannot be or has not
been cured within 30 days after the giving of written notice to the Acquiror; (g) by Acquiror if any event,
circumstance, condition, fact, effect or other matter has occurred or exists which (i) would, or would be reasonably
likely to give rise to the failure of any of the conditions of the 26 Company set forth in SECTION 6.1 OR 6.2; and (ii)
cannot be or has not been cured within 30 days after the giving of written notice to the Company; (h) by Acquiror if
any of the following shall have occurred: (i) any Person (other than Acquiror or any Subsidiary of Acquiror) shall
have commenced (as such term is defined in Rule 14d-2 under the Exchange Act), a tender offer or exchange offer to
purchase any Company Common Stock or securities convertible into such shares such that, upon consummation of
such offer, such person would own or control 50% or more of the then outstanding Company Common Stock, and the
Board of Directors of the Company, within ten Business Days after such tender or exchange offer shall have been so
commenced, fails to recommend against acceptance of such tender or exchange offer by its shareholders; (ii) the
Company or any Subsidiary of the Company shall have authorized, recommended, proposed or publicly announced an
intention to authorize, recommend or propose, or entered into, an agreement with any Person (other than Acquiror or
any Subsidiary of Acquiror) to (A) effect a merger, consolidation or similar transaction involving the Company or any
of its material Subsidiaries, (B) sell, lease or otherwise dispose of assets of the Company or its Subsidiaries
representing 20% or more of the consolidated assets of the Company and its Subsidiaries or (C) issue, sell or
otherwise dispose of (including by way of merger, consolidation, tender offer, share exchange or any similar
transaction) securities (or options, rights or warrants to purchase, or securities convertible into, such securities)
representing 10% or more of the voting power of the Companys; (iii) any Person (other than Acquiror or any
Subsidiary of Acquiror) shall have acquired beneficial ownership (as such term is defined in Rule 13d-3 under the
Exchange Act) or the right to acquire beneficial ownership of, or any "group" (as such term is defined under the
Exchange Act) shall have been formed which beneficially owns or has the right to acquire beneficial ownership of,
15% or more of the then outstanding Company Common Stock, except for any Person that beneficially owns more
than 15% of the outstanding Company Common Stock as of the date of this Agreement, unless such Person's
beneficial ownership increases by more than 1% of the outstanding Company Common Stock; or (iv) the Company's
Board of Directors shall have withdrawn or modified in a manner adverse to Acquiror the recommendation of the
Company's Board of Directors that the shareholders approve this Agreement and the Merger (an "Adverse
Recommendation") (it being understood and agreed that any communication by the Company or the Company's Board
of Directors to the shareholders that indicates that the Company's Board of Directors had determined not to withdraw
or modify such recommendation, in whole or in part, because such action would or might give rise to a right on the
part of Acquiror to terminate this Agreement and/or obligate the Company to pay the fee set forth in SECTION 7.3(B)
shall nevertheless be deemed to be an Adverse Recommendation). SECTION 7.2 Effect of Termination. In the event
of termination of this Agreement by either the Company or Acquiror as provided in SECTION 7.1, this Agreement
shall forthwith become void and have no effect, without any liability or obligation on the part of Acquiror or the
Company, other than pursuant to the provisions of this SECTION 7.2, SECTION 7.3 and ARTICLE VIII, which
provisions survive such termination; provided, however, that nothing herein shall relieve any party to this Agreement
from any liability for any willful and material breach by such party of any of its representations, warranties, covenants
or agreements set forth in this Agreement. SECTION 7.3 Fees and Expenses. (a) Expenses. If this Agreement is
terminated in connection with any of the circumstances described in SECTION 7.3(B), the Company shall reimburse
Acquiror and Merger Sub for all reasonable out-of-pocket expenses and fees payable by Acquiror or Merger Sub in
connection with the Merger; provided, however, that the Company shall not be obligated to reimburse Acquiror and
Merger Sub for expenses in excess of Seven Hundred Thousand Dollars ($700,000) in the aggregate. Any such
required reimbursement shall take place on the later of the termination of this Agreement or submission of evidence of
such incurred expenses to the Company. (b) Termination Fee. If this Agreement is terminated (i) pursuant to
SECTION 7.1(H) within two (2) Business Days after such termination, or (ii) pursuant to SECTION 7.1(E) on the
date of such termination, the Company 27 shall pay Acquiror a fee of Five Million Three Hundred Thousand Dollars
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($5,300,000), by wire transfer to an account specified by Parent (the "Termination Fee"). (c) Other Expenses. Except
as provided otherwise in paragraph (a) above, all costs and expenses incurred in connection with this Agreement, and
the transactions contemplated hereby shall be paid by the party incurring such expenses, whether or not the Merger is
consummated. ARTICLE VIII GENERAL PROVISIONS SECTION 8.1 Survival of Representations and Warranties.
None of the representations and warranties in this Agreement or in any instrument delivered pursuant to this
Agreement shall survive the Effective Time. This SECTION 8.1 shall not limit any covenant or agreement of the
parties which by its terms contemplates performance after the Effective Time. SECTION 8.2 Notices. All notices,
requests, claims, demands and other communications under this Agreement shall be in writing and shall be deemed
given if delivered personally, telecopied (which is confirmed) or sent by overnight courier (providing proof of
delivery) to the parties at the following addresses (or at such other address for a party as shall be specified by like
notice): (a) if to the Company, to: Royal Appliance Mfg. Co. 7005 Cochran Road Glenwillow, Ohio 44139 Facsimile
No.: (440) 996-2027 Attention: Michael J. Merriman, Chief Executive Officer with a copy to: Kahn Kleinman, A
Legal Professional Association 2600 Erieview Tower 1301 East Ninth Street Cleveland, Ohio 44114-1824 Facsimile
No.: (216) 623-4912 Attention: Marc H. Morgenstern, Esq. or Michael A. Ellis (b) if to Acquiror, Parent or Merger
Sub, to: TechTronic Industries Co, Ltd. 24/F., CDW Bldg., 388 Castle Peak Rd. Tsuen Wan, N.T., Hong Kong
Facsimile No.: 011-852-2413-0620 Attention: Horst Pudwill, Chief Executive Officer with a copy to: Willkie Farr &
Gallagher 787 Seventh Ave New York, NY 10019 Facsimile No.: 212-728-9237 Attention: Bruce R. Kraus, Esq.
SECTION 8.3 Counterparts. This Agreement may be executed in one or more counterparts, all of which shall be
considered one and the same agreement and shall become effective when one or more counterparts have been signed
by each of the parties and delivered to the other parties. 28 SECTION 8.4 Specific Performance. The parties hereto
agree that irreparable damage would occur in the event that any of the provisions of this Agreement were not
performed in accordance with their specific terms or were otherwise breached. It is accordingly agreed that the parties
shall be entitled to an injunction or injunctions to prevent breaches of this Agreement and to enforce specifically the
terms and provisions hereof in any court of the United States or any state having jurisdiction without the necessity of
posting a bond, this being in addition to any other remedy to which they are entitled at law or in equity. SECTION 8.5
Entire Agreement; No Third-Party Beneficiaries. This Agreement (including the documents and instruments referred
to herein), and the Confidentiality Agreement (a) constitute the entire agreement, and supersede all prior agreements
and understandings, both written and oral, among the parties with respect to the subject matter of this Agreement and
(b) except for the provisions of SECTION 5.4 and SECTION 5.6, are not intended to confer upon any Person other
than the parties any rights or remedies. SECTION 8.6 Governing Law. This Agreement shall be governed by, and
construed in accordance with, the laws of the State of Ohio, without regard to principles of conflict of laws thereof.
SECTION 8.7 Assignment. Neither this Agreement nor any of the rights, interests or obligations under this Agreement
shall be assigned, in whole or in part, by operation of law or otherwise by any of the parties hereto without the prior
written consent of the other party; provided, however, that RAMC Holdings, Inc. may assign its rights and obligations
hereunder to Parent, or to any direct or indirect wholly-owned subsidiary of Parent. Any assignment in violation of the
preceding sentence shall be void. Subject to the preceding two sentences, this Agreement will be binding upon, inure
to the benefit of, and be enforceable by, the parties and their respective successors and assigns. SECTION 8.8 Consent
to Jurisdiction. Each of the parties hereto (a) consents to submit itself to the personal jurisdiction of any federal court
located in the State of Delaware or any Delaware state court, in the event any dispute arises out of this Agreement or
any of the transactions contemplated by this Agreement, (b) agrees that it will not attempt to deny or defeat such
personal jurisdiction by motion or other request for leave from any such court, and (c) agrees that it will not bring any
action relating to this Agreement or any of the transactions contemplated by this Agreement in any court other than a
federal court sitting in the State of Delaware or a Delaware state court. SECTION 8.9 Interpretation. When a reference
is made in this Agreement to an Article, Section or Exhibit, such reference shall be to an Article or Section of, or an
Exhibit to, this Agreement unless otherwise indicated. The table of contents and headings contained in this Agreement
are for reference purposes only and shall not affect in any way the meaning or interpretation of this Agreement.
Whenever the words "include", "includes" or "including" are used in this Agreement, they shall be deemed to be
followed by the words "without limitation". The words "hereof", "herein" and "hereunder" and words of similar
import when used in this Agreement shall refer to this Agreement as a whole and not to any particular provision of
this Agreement. All terms defined in this Agreement shall have the defined meanings when used in any certificate or
other document made or delivered pursuant hereto unless otherwise defined therein. The definitions contained in this
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Agreement are applicable to the singular as well as the plural forms of such terms and to the masculine as well as to
the feminine and neuter genders of such term. The language used in this Agreement shall be deemed to be the
language chosen by the parties to express their mutual intent, and no rule of strict construction will be applied against
any party. Any references to any federal, state, local or foreign statute or law shall also refer to all rules and
regulations promulgated thereunder, unless the context requires otherwise. SECTION 8.10 Headings. The headings
contained in this Agreement are for reference purposes only and shall not affect in any way the meaning or
interpretation of this Agreement. SECTION 8.11 Severability. If any term or other provision of this Agreement is
invalid, illegal or incapable of being enforced by any rule of law or public policy, all other conditions and provisions
of this Agreement shall nevertheless remain in full force and effect. Upon such determination that any term or other
provision is invalid, illegal or incapable of being enforced, the parties hereto shall negotiate in good faith to modify
this Agreement so as to effect the original intent of the parties as closely as possible to the fullest extent permitted by
applicable law in an acceptable manner so that the transactions contemplated hereby are fulfilled to the extent
possible. SECTION 8.12 Amendment. This Agreement may be amended by the parties at any time before or after the
Company Shareholder Approval; provided, however, that after any such Company Shareholder Approval, 29 there
shall not be made any amendment affecting the Merger Consideration or that by law requires further approval by the
shareholders of the Company without the further approval of such shareholders. This Agreement may not be amended
except by an instrument in writing signed on behalf of each of the parties. SECTION 8.13 Extension; Waiver. At any
time prior to the Effective Time, a party may (a) extend the time for the performance of any of the obligations or other
acts of the other party, (b) waive any inaccuracies in the representations and warranties of another party contained in
this Agreement or in any document delivered pursuant to this Agreement or (c) subject to the proviso of SECTION
8.11, waive compliance by any party with any of the agreements or conditions contained in this Agreement. Any
agreement on the part of a party to any such extension or waiver shall be valid only if set forth in an instrument in
writing signed on behalf of such party. The failure of any party to this Agreement to assert any of its rights under this
Agreement or otherwise shall not constitute a waiver of such rights. SECTION 8.14 Schedules. The Company has set
forth information in the Company Disclosure Schedule in a section thereof that corresponds to the section of this
Agreement to which it relates. Such information will qualify other sections hereof, and be deemed included in the
Company Disclosure Schedule for such other section, only to the extent that such applicability is manifestly evident
on the face of such disclosures. The fact that any item of information is disclosed in the Company Disclosure
Schedule to this Agreement shall not be construed to mean that such information is required to be disclosed by this
Agreement or is necessarily material. [THIS SPACE LEFT BLANK INTENTIONALLY] 30 IN WITNESS
WHEREQOF, the parties hereto have caused this Agreement and Plan of Merger to be signed by their respective
officers thereunto duly authorized, all as of the date first written above. ROYAL APPLIANCE MFG. CO. By:

Name: Title: RAMC HOLDINGS, INC. By: Name:
Title: TIC ACQUISITION CORP. By: Name: Title: TECHTRONIC INDUSTRIES
CO., LTD. By: Name: Title: 31 APPENDIX A DEFINITIONS For purposes of this

Agreement: "Acquiror” has the meaning set forth in the Recitals. "Acquiror Disclosure Schedule" has the meaning set
forth in Section 3.2(c). "Adjustment Event" has the meaning set forth in Section 2.4. "Affiliate" of any Person means
another Person that directly or indirectly, through one or more intermediaries, Controls, is Controlled by, or is under
common Control with, such first Person. "Agreement" has the meaning set forth in the Recitals. "Balance Sheet"
means the consolidated balance sheet of the Company as of September 30, 2002. "Certificates" has the meaning set
forth in Section 2.3(b). "Certificate of Merger" has the meaning set forth in Section 1.3. "Closing" has the meaning set
forth in Section 1.2. "Closing Date" has the meaning set forth in Section 1.2. "Code" means the Internal Revenue Code
of 1986, as amended. "Company" has the meaning set forth in the Recitals. "Company Benefit Plans" has the meaning
set forth in Section 3.1(j). "Company Common Stock" has the meaning set forth in the Recitals. "Company Disclosure
Schedule" has the meaning set forth in Section 3.1. "Company Permits" has the meaning set forth in Section 3.1(i).
"Company Preferred Stock" has the meaning set forth in Section 3.1(c). "Company Rights Agreement" has the
meaning set forth in Section 3.1(t). "Company SEC Documents" has the meaning set forth in Section 3.1(f).
"Company Stock Options" has the meaning set forth in Section 3.1(c). "Company Shareholder Approval" has the
meaning set forth in Section 3.1(t). "Company Shareholders Meeting" has the meaning set forth in Section 5.1(b).
"Company Stock Plans" has the meaning set forth in Section 3.1(c). "Company Takeover Proposal" means any
inquiry, proposal or offer from any person relating to any (a) direct or indirect acquisition or purchase of a business
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that constitutes 20% or more of the net revenues, net income or the assets of the Company and its Subsidiaries, taken
as a whole, (b) direct or indirect acquisition or purchase of 20% or more of any class of equity securities of the
Company or any of its Subsidiaries whose business constitutes 20% or more of the net revenues, net income or assets
of the Company and its Subsidiaries, taken as a whole, (c) tender offer or exchange offer that if consummated would
result in any person beneficially owning 20% or more of any class of equity securities of the Company or any of its
Subsidiaries whose business constitutes 20% or more of the net revenues, net income or assets of the Company and its
Subsidiaries, taken as a whole, or (d) merger, consolidation, business combination, recapitalization, liquidation,
dissolution or similar transaction involving the Company or any of its Subsidiaries whose business constitutes 50% or
more of the net revenues, net income or assets of the Company and its Subsidiaries, taken as a whole, other than the
transactions contemplated by this Agreement. "Confidentiality Agreement" has the meaning set forth in Section 5.2.
A-1 "Consent" shall mean any approval consent, ratification, permission, waiver or authorization (including any
License or Governmental authorization). "Control" means the possession, directly or indirectly, of the power to direct
or cause the direction of the management policies of a Person, whether through the ownership of voting securities, by
contract, or otherwise. "Dissenting Shares" has the meaning set forth in Section 2.5. "Effective Time" has the meaning
set forth in Section 1.3. "ERISA" has the meaning set forth in Section 3.1(j). "ERISA Affiliate" means any trade or
business, whether or not incorporated, that together with the Company would be deemed to be a "single employer"
within the meaning of Section 4001(b) of ERISA. "Exchange Act" means the Securities Exchange Act of 1934.
"Exchange Agent" has the meaning set forth in Section 2.3(a). "Exchange Fund" has the meaning set forth in Section
2.3(a). "Fairness Opinion" shall mean the opinion referenced in Section 3.1(m). "Financial Advisor" means NatCity
Investments, Inc. "Foreign Antitrust Laws" has the meaning set forth in Section 3.1(e). "GAAP" means United States
generally accepted accounting principles. "Governmental Entity" has the meaning set forth in Section 3.1(e). "HSR
Act" has the meaning set forth in Section 3.1(e). "Indebtedness" means (without duplication), with respect to any
Person, whether recourse is to all or a portion of the assets of such Person, (i) the principal of and premium, if any, in
respect of any indebtedness of such Person for money borrowed, (ii) the principal, premium, if any, and interest of
such Person with respect to obligations evidenced by bonds, debentures, notes or, except for accrued liabilities arising
in the Ordinary Course of Business, other similar instruments, including obligations incurred in connection with the
acquisition of property, assets or businesses (other than trade payables which are not overdue or in default), (iii) all
obligations of such Person in respect of letters of credit or other similar instruments (including reimbursement
obligations with respect thereto) but only to the extent of drawings thereunder, (iv) every obligation of such Person
issued or assumed as the deferred purchase price of property or services (excluding trade accounts payable or accrued
liabilities arising in the Ordinary Course of Business which are not overdue or in default), (v) every capital lease
obligation (determined in accordance with GAAP) of such Person, (vi) all Indebtedness of other Persons secured by a
Lien on any asset of such Person, whether or not such Indebtedness is assumed by such Person; provided, however,
that the amount of such Indebtedness shall be the lesser of (A) the fair market value of such asset at such date of
determination and (B) the amount of such Indebtedness of such other Persons, (vii) every obligation to pay rent or
other payment amounts of such Person with respect to any sale-leaseback transaction to which such Person is a party,
payable through the stated maturity of such sale-leaseback transaction, (viii) factoring arrangements of such Person,
whether or not such arrangements appear on the balance sheet of such Person; and (ix) every obligation of the type
referred to in clauses (i) through (viii) of another Person the payment of which, in any case, such Person has
guaranteed or is responsible or liable, directly or indirectly, as obligor, guarantor or otherwise. "Indemnitees" have the
meaning set forth in Section 5.4(a). "Insurance Policies" has the meaning set forth in Section 3.1(w). "Knowledge"
means the actual knowledge of those individuals listed on Section 6.3(d) of the Company Disclosure Schedule. "Legal
Requirement" means any federal, state, local, municipal, foreign, international, multinational or other Order,
constitution law, rule ordinance, permit, principle of common law, regulation, statute or treaty. "Liens" has the
meaning set forth in Section 3.1(b). A-2 "Material Adverse Change" or "Material Adverse Effect" means any change,
effect, event, occurrence or state of facts that is, has had or is reasonably likely to have a material and adverse effect to
the business, financial condition, results of operations or prospects of the Company and its Subsidiaries, taken as a
whole, other than any change, effect, event or occurrence (i) relating to the economy or capital or securities markets of
the United States or any other region in general, including changes in interest or exchange rates, (ii) resulting from
entering into this Agreement or the consummation of the transactions contemplated hereby or the announcement
thereof, or (iii) relating to its business, financial condition or results of operations that has been disclosed in writing to
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the other party prior to the date of this Agreement. The parties agree that termination of the employment of the Chief
Executive Officer of the Company under circumstances that trigger the severance payment under Section 7A of his
employment agreement, dated of even date herewith, shall constitute a Material Adverse Change. "Merger" has the
meaning set forth in the Recitals. "Merger Consideration" has the meaning set forth in Section 2.1(b). "Merger Sub"
has the meaning set forth in the Recitals. "Ohio Statutes" means the Ohio General Corporation Law. "Order" means
any administrative award, decision, injunction, judgment, order, ruling, subpoena, or verdict entered, issued, made, or
rendered by any court, administrative agency, or other Governmental Entity. "Ordinary Course of Business" has the
meaning set forth in Section 3.1(f)(ii). "Parent" has the meaning set forth in the recitals. "Parent Shareholder
Approval" has the meaning set forth in Section 3.2(c). "Permitted Liens" means, with respect to any asset, (i)
covenants, conditions, restrictions, encroachments, encumbrances, easements, rights of way, licenses, grants, building
or use restrictions, exceptions, reservations, limitations or other imperfections of title (other than a Lien securing any
Indebtedness) with respect to such asset which, individually or in the aggregate, does not materially detract from the
value of, or materially interfere with the present occupancy or use of, such asset and the continuation of the present
occupancy or use of such asset; (ii) the matters set forth on Section 3.1(v) of the Company Disclosure Schedule; (iii)
unfiled mechanic's, materialmen's and similar liens with respect to amounts not yet due and payable or which are
being contested in good faith through appropriate proceedings and, for those existing on the date of the Balance Sheet,
for which adequate reserves in accordance with GAAP are reflected on the Balance Sheet, or arose subsequent to
September 30, 2002 in the Ordinary Course of Business; (iv) liens for Taxes not yet delinquent or which are being
contested in good faith through appropriate proceedings and, for those existing on the date of the Balance Sheet, for
which adequate reserves in accordance with GAAP are reflected on the Balance Sheet, or arose subsequent to
September 30, 2002 in the Ordinary Course of Business; and (v) liens securing rental payments under capital lease
arrangements, which capital lease arrangements if existing on the date of the Balance Sheet were reflected on the
Balance Sheet, or arose subsequent to the date of the Balance Sheet in the Ordinary Course of Business. "Person"
means an individual, corporation, partnership, limited liability company, joint venture, association, trust,
unincorporated organization or other entity. "Preliminary Proxy Statement" has the meaning set forth in Section
5.1(a). "Product" has the meaning set forth in Section 3.1(z). "Product Claim" has the meaning set forth in Section
3.1(z). "Proxy Statement" has the meaning set forth in Section 3.1(e). "Restraints" has the meaning set forth in Section
6.1(c). "SEC" means the United States Securities and Exchange Commission. "Securities Act" means the Securities
Act of 1933. "Stock Reference Date" has the meaning set forth in Section 3.1(c). "Subsidiary" of any Person means
another Person of which sufficient voting securities, other voting ownership, or voting partnership interests (or, if
there are no such voting interests, 50% or more of the equity A-3 interests) of such Person to elect at least a majority
of its Board of Directors or other governing body are owned, directly or indirectly, by such first Person. "Superior
Proposal" means any bona fide written offer for a Company Takeover Proposal by a Third Party that, the Board of
Directors of the Company determines in good faith, has the good faith intent to proceed with negotiations and the
financial and other capabilities to consummate the Company Takeover Proposal, taking into account, among other
things, the legal, financial, regulatory and other aspects of such Company Takeover Proposal, (i) on terms which the
Board of Directors of the Company determines in its good faith judgment (based on the advice of its legal and
financial advisors) is more favorable to the constituencies of the Company that may be considered by the directors of
the Company under Section 1701.59(E) of the Ohio Statutes, and (ii) that is reasonably capable of being completed.
"Surviving Corporation" has the meaning set forth in Section 1.1. "Taxes" means all (x) federal, state, local or foreign
net and gross income, alternative or add-on minimum, environmental, gross receipts, ad valorem, value added, goods
and services, capital stock, profits, license, single business, employment, severance, stamp, unemployment, customs,
property, sales, excise, use, occupation, service, transfer, payroll, social security, franchise, withholding and other
taxes or similar governmental duties, charges, fees, levies or other assessments including any interest, penalties or
additions with respect thereto, (y) liability for the payment of any amounts of the type described in clause (x) as a
result of being a member of an affiliated, consolidated, combined or unitary group, and (z) liability for the payment of
any amounts as a result of being party to any tax sharing agreement or as a result of any express or implied obligation
to indemnify any other person with respect to the payment of any amounts of the type described in clause (x) or (y).
"Termination Fee" has the meaning set forth in Section 7.3(b). "Third Party" means any Person or group other than the
Company, the Acquiror, Parent, Merger Sub or any of their respective Affiliates. "Withholding Amount" has the
meaning set forth in Section 2.3(h). A-4 EXHIBIT 1 VOTING AGREEMENT THIS VOTING AGREEMENT, dated
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as of December 16, 2002 (this "Agreement"), is made by and among TechTronic Industries, Inc., a Hong Kong
corporation ("Parent"), Richmont Capital Partners I, L.P., a Delaware limited partnership ("Richmont"), and E. Patrick
Nalley, individually and as Trustee of the Eldon P. Nalley D/T/D January 18, 1993 ("Nalley" and, together with
Richmont, each a "Shareholder" and collectively, the "Shareholders”). WIT N E S S E T H: WHEREAS, as of the
date hereof, each of the Shareholders owns beneficially the number of common shares without par value (the
"Company Common Shares") of Royal Appliance Mfg. Co., an Ohio corporation (the "Company"), in each case as set
forth opposite such Shareholder's name on the signature page hereof (such shares, together with any Company
Common Shares acquired by any Shareholder prior to the termination of this Agreement, are collectively referred to
herein as the "Shares"); WHEREAS, concurrently with the execution of this Agreement, Parent, RAMC Holdings,
Inc., a Delaware corporation ("Acquiror"), TIC Acquisition Corp., an Ohio corporation and wholly owned subsidiary
of Acquiror ("Merger Sub"), and the Company are entering into an Agreement and Plan of Merger, dated as of the
date hereof (the "Merger Agreement"; capitalized terms used and not otherwise defined herein shall have the
respective meanings assigned to them in the Merger Agreement), pursuant to which, upon the terms and subject to the
conditions thereof, Merger Sub will be merged with and into the Company (the "Merger"); and WHEREAS, as a
condition to the willingness of the Company, Parent, Acquiror, and Merger Sub to enter into the Merger Agreement,
Parent has requested each of the Shareholders to agree, and in order to induce Parent to enter into the Merger
Agreement, such Shareholders are willing to agree, to vote in favor of adopting the Merger Agreement and approving
the Merger and the other transactions contemplated by the Merger Agreement, upon the terms and subject to the
conditions set forth herein. NOW, THEREFORE, in consideration of the foregoing and the mutual covenants and
agreements contained herein, and intending to be legally bound hereby, the parties hereby agree, severally and not
jointly, as follows: Section 1. Voting of Shares. (a) Until the termination of this Agreement in accordance with the
terms hereof, each Shareholder hereby agrees that, at the Shareholders' Meeting of the Company or any other meeting
of the shareholders of the Company, however called, each Shareholder will (i) appear at such meeting or otherwise
cause its Shares to be counted as present thereat for purposes of establishing a quorum, and (ii) vote all of such
Shareholder's Shares (A) in favor of the adoption of the Merger Agreement and the approval of the Merger and the
other transactions contemplated by the Merger Agreement, and (B) against any action or agreement that is inconsistent
with the Merger or would reasonably be expected to result in a breach of any covenant, representation or warranty or
any other obligation or agreement of the Company under the Merger Agreement or which would reasonably be
expected to result in any of the conditions to the Merger Agreement not being fulfilled. In addition, each Shareholder
agrees that it will, upon request by the Parent, furnish written confirmation, in form and substance reasonably
acceptable to Parent, of such Shareholder's vote in favor of the Merger Agreement and the Merger. (b) In the event
that any Shareholder fails to satisfy its obligations under clauses (a)(i) or (a)(ii) above, each Shareholder hereby grants
Parent a power of attorney up to and through the termination of this Agreement to execute and deliver a proxy in the
form attached hereto as Annex A for and on behalf of such Shareholder. (c) Notwithstanding the foregoing, nothing in
this Agreement shall (i) limit or restrict any Shareholder, or any affiliate thereof, from acting in his capacity as
director or officer of the Company, to the extent applicable, it being understood that this Agreement shall apply to any
such Shareholder solely in his capacity as a Shareholder of the Company and (ii) nothing in this Agreement shall be
interpreted as obligating the Shareholders to exercise any options to acquire Shares. Section 2. Transfer of Shares.
Each Shareholder represents and warrants that it has no present intention of taking action to, prior to the termination
of this Agreement, and shall not, directly or indirectly, (a) sell, assign, 1 transfer (including by operation of law),
tender or otherwise dispose of any of the Shares, (b) deposit any of the Shares into a voting trust or enter into a voting
agreement or arrangement with respect to the Shares or grant any proxy or power of attorney with respect thereto
which is inconsistent with this Agreement, or (c) enter into any contract, option or other arrangement or undertaking
with respect to the direct or indirect sale, transfer (including by operation of law) or other disposition of any Shares.
Notwithstanding anything to the contrary in clauses (a) and (c) above, any Shareholder may transfer any or all of its
Shares; provided, however, that in any such case, prior to and as a condition to the effectiveness of such transfer, each
person as to which any of such Shares or any interest in any of such Shares is or may be transferred shall have
executed and delivered to each of the Company and Parent a counterpart to this Agreement pursuant to which such
person shall be bound by all of the terms and provisions of this Agreement. Section 3. Purchase of Shares. Each
Shareholder agrees that it shall not directly or indirectly acquire additional Shares except pursuant to the exercise of
any option to purchase Shares in which such Shareholder has an interest as of the date hereof. Section 4. Agreement of
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Parent. Parent hereby covenants and agrees with the Shareholders that it shall take all reasonably necessary actions to
ensure that immediately following the Effective Time, each Shareholder or its designee shall receive the Merger
Consideration in immediately available funds with respect to the number of Shares for which such Shareholder is
entitled to receive Merger Consideration pursuant to the terms of the Merger Agreement, provided that such
Shareholder or its designee shall have surrendered to Parent a Certificate or Certificates evidencing such number of
Shares together with a letter or letters of transmittal in accordance with Section 2.3 of the Merger Agreement, duly
executed and completed in accordance with the instructions thereto. Section 5. Representations, Warranties and
Covenants of Shareholder. Each Shareholder hereby represents, warrants and covenants to Parent with respect to itself
and its ownership of its Shares as follows: (a) Shareholder has all legal capacity to execute and deliver this Agreement
and to consummate the transactions contemplated hereby. (b) Shareholder is the beneficial owner of its Shares and
will continue to be the beneficial owner of its Shares until the termination of this Agreement, except as permitted by
Section 2 of this Agreement. (c) This Agreement has been duly executed and delivered by such Shareholder. (d) This
Agreement constitutes the valid and binding agreement of such Shareholder, enforceable against Shareholder in
accordance with its terms, except as such enforceability may be limited by bankruptcy, insolvency, reorganization,
moratorium and similar laws relating to or affecting creditors' rights generally, by general equity principles,
(regardless of whether such enforceability is considered in a proceeding in equity or at law) or by an implied covenant
of good faith and fair dealing. (e) The execution and delivery of this Agreement by Shareholder does not, and the
performance of this Agreement by Shareholder will not, (i) conflict with or violate any trust agreement or other
similar documents relating to any trust of which Shareholder is trustee, (ii) conflict with or violate any law applicable
to Shareholder or by which Shareholder or any of Shareholder's properties is bound or affected or (iii) result in any
breach of or constitute a default (or an event that with notice or lapse of time or both would become a default) under,
or give to others any rights of termination, acceleration or cancellation of, or result in the creation of a lien or
encumbrance on any assets of Shareholder, including, without limitation, Shareholder's Shares, pursuant to, any note,
bond, mortgage, indenture, contract, agreement, lease, license, permit, franchise or other instrument or obligation to
which Shareholder is a party or by which Shareholder or any of Shareholder's assets is bound or affected, except for
any such breaches, defaults, conflicts, violations or other occurrences that would not prevent or delay the performance
by Shareholder of Shareholder's obligations under this Agreement. (f) Until the termination of this Agreement,
Shareholder will not (and will use Shareholder's reasonable best efforts to cause the Company, its respective officers,
directors and employees, and any investment banker, attorney, accountant or other advisor or representative of
Shareholder or the Company or any of the same not to) (i) solicit, initiate or knowingly encourage (including by
furnishing nonpublic information) any inquiries or the making of any proposal or offer that constitutes, or may
reasonably be expected to lead to a Company takeover, (ii) participate in any discussions or negotiations in
furtherance of such inquiries or to obtain a Company Takeover Proposal, or the making of any proposal that
constitutes any 2 Company Takeover Proposal, or (iii) or knowingly facilitate any effort or attempt to make or
implement a Company Takeover Proposal. Notwithstanding any provision of this Section 3(f) to the contrary, any
Shareholder that is a member of the Company's Board of Directors may take actions in such capacity to the extent
permitted by the Merger Agreement. (g) Shareholder hereby waives any rights of appraisal or rights to dissent from
the Merger. (h) Shareholder agrees to execute and deliver any additional documents necessary, in the reasonable
opinion of Parent, to carry out the purpose and intent of this Agreement. (i) Shareholder understands and
acknowledges that Parent is entering into the Merger Agreement in reliance upon the execution and delivery of this
Agreement by Shareholder. Section 6. Representations and Warranties of Parent. Parent hereby represents and
warrants to the Shareholders as follows: (a) Parent is a company duly organized and validly existing under the laws of
the jurisdiction of its incorporation. Parent has all necessary corporate power and authority to execute and deliver this
Agreement and to consummate the transactions contemplated hereby. The execution and delivery of this Agreement
and the consummation of the transactions contemplated hereby by Parent have been duly authorized by all necessary
action on the part of Parent. (b) (i) No filing with any governmental authority and no authorization, consent or
approval of any other Person is necessary for the execution of this Agreement by Parent and the consummation by
Parent of the transactions contemplated hereby and (ii) none of the execution and delivery of this Agreement by
Parent, the consummation by Parent of the transactions contemplated hereby shall (A) conflict with or result in any
breach of the organizational documents of Parent, (B) result in, or give rise to, a violation or breach of or a default
under any of the terms of any material contract, understanding, agreement or other instrument or obligation to which
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Parent is a party or by which Parent or any of its assets may be bound, or (C) violate any applicable order, writ,
injunction, decree, judgment, statute, rule or regulation, except for any of the foregoing as could not reasonably be
expected to impair Parent's ability to perform its obligations under this Agreement. (c) Parent understands and
acknowledges that the Shareholders are entering into this Agreement in reliance upon the execution and delivery of
the Merger Agreement by Parent. Section 7. Termination. This Agreement shall terminate upon the earliest to occur of
(i) the Effective Time, (ii) the termination of the Merger Agreement in accordance with the terms thereof, (iii) the
mutual consent of the parties hereto, or (iv) the date set forth in Section 7.1(b)(i) of the Merger Agreement; provided
that no such termination shall relieve any party of liability for a breach hereof prior to termination. Section 8.
Expenses. Each party hereto shall be responsible for its own fees and expenses (including, without limitation, the fees
and expenses of financial consultants, investment bankers, accountants and counsel) in connection with the entering
into of this Agreement. Section 9. Miscellaneous. (a) This Agreement constitutes the entire agreement between the
parties hereto with respect to the subject matter hereof and supersedes all prior agreements and understandings, both
written and oral, between the parties with respect to the subject matter hereof. This Agreement is not intended to
confer upon any other person any rights or remedies hereunder. This Agreement may not be amended, modified or
rescinded except by an instrument in writing signed by each of the parties hereto. (b) Neither this Agreement nor any
of the rights, interests or obligations hereunder shall be assigned by operation of Law (including by merger or
consolidation) or otherwise without the prior written consent of the other parties hereto. Any assignment in violation
of the preceding sentence shall be void. Subject to the preceding sentence, this Agreement will be binding upon, inure
to the benefit of, and be enforceable by the parties hereto and their respective successors and assigns. (c¢) The failure of
any party hereto to exercise any right, power or remedy provided under this Agreement or otherwise available in
respect hereof at law or in equity, or to insist upon compliance by any other party hereto with its obligations
hereunder, and any custom or practice of the parties at variance with the terms hereof shall 3 not constitute a waiver
by such party of its right to exercise any such or other right, power, or remedy or to demand such compliance. Each of
the parties hereto agrees that it will use its reasonable best efforts to do all things necessary to effectuate this
Agreement. (d) All notices, requests, claims, demands and other communications to be given under this Agreement
shall be in writing and shall be deemed given (i) three (3) business days following sending by registered or certified
mail, postage prepaid, (ii) when sent if sent by facsimile; provided, however, that the fax is promptly confirmed by
telephone confirmation thereof, (iii) when delivered, if delivered personally to the intended recipient, and (iv) one
business day following sending by overnight delivery via a national courier service, and in each case, addressed to a
party at the following address for such party: if to the Shareholders: c/o Royal Appliance Mfg. Co. 7005 Cochran
Road Glenwillow, Ohio 44139-4303 Attention: Chief Executive Officer Facsimile: (440) 996-2027 with a copy to:
Kahn Kleinman, a Legal Professional Association 2600 Erieview Tower 1301 East Ninth Street Cleveland, Ohio
44114 Attention: Marc H. Morgenstern, Esq. Facsimile: (216) 623-4912 If to Parent: Techtronic Industries Co. Ltd.
24/F, CDW Bldg. 388 Castle Peak Road Tsuen Wan, N.T. Hong Kong Attention: Horst Pudwill, Chief Executive
Officer Facsimile: +852-2413-0620 With a copy to: Willkie Farr & Gallagher 787 Seventh Avenue New York, NY
10019 Attention: Bruce R. Kraus, Esq. Facsimile: (212) 728-8111 or to such other address as the person to whom
notice is given may have previously furnished to the other in writing in the manner set forth above. (e) This
Agreement shall be governed by, and construed in accordance with the laws of the State of Ohio, without giving effect
to the choice of law provisions thereof. (f) The descriptive headings herein are inserted for convenience of reference
only and are not intended to be part of or to affect the meaning or interpretation of this Agreement. (g) The provisions
of this Agreement shall be deemed severable and the invalidity or unenforceability of any provision shall not affect
the validity or enforceability of the other provisions hereof. If any provision of this Agreement, or the application
thereof to any person or any circumstance, is invalid or unenforceable, (a) if necessary, a suitable and equitable
provision shall be substituted therefor in order to carry out, so far as may be valid and enforceable, the intent and
purpose of such invalid or unenforceable provision and (b) the remainder of this Agreement and the application of
such provision to other persons or circumstances shall not be affected by 4 such invalidity or unenforceability, nor
shall such invalidity or unenforceability affect the validity or enforceability of such provision, or the application
thereof, in any other jurisdiction. (h) The parties agree that irreparable damage would occur in the event that any of the
provisions of this Agreement were not performed in accordance with their specific terms or were otherwise breached.
It is accordingly agreed that, in addition to any other members at law or in equity, the parties shall be entitled to an
injunction or injunctions to prevent breaches of this Agreement and to enforce specifically the terms and provisions of
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this Agreement. (i) This Agreement may be executed in one or more counterparts, all of which shall be considered one
and the same agreement and shall become effective when one or more counterparts have been signed by each of the
parties and delivered to the other parties. (j) The words "hereof," "herein" and "herewith" and words of similar import
shall, unless otherwise stated, be construed to refer to this Agreement as a whole and not to any particular provision of
this Agreement, and section and paragraph references are to the sections and paragraphs of this Agreement unless
otherwise specified. Whenever the words "include," "includes" or "including" are used in this Agreement, they shall
be deemed to be followed by the words "without limitation." All terms defined in this Agreement shall have the
defined meanings contained herein when used in any certificate or other document made or delivered pursuant hereto
unless otherwise defined therein. Any agreement, instrument or statute defined or referred to herein or in any
agreement or instrument that is referred to herein means such, instrument or statute as from time to time, amended,
qualified or supplemented, including (in the case of agreements and instruments) by waiver or consent and (in the case
of statutes) by succession of comparable successor statutes and all attachments thereto and instruments incorporated
therein. References to a person are also to its permitted successors and assigns. (k) The parties have participated
jointly in the negotiation and drafting of this Agreement. In the event an ambiguity or question of intent or
interpretation arises, this Agreement shall be construed as if drafted jointly by the parties and no presumption or
burden of proof shall arise favoring or disfavoring any party by virtue of the authorship of any provisions of this
Agreement. 5 IN WITNESS WHEREOF, each of the parties hereto has caused this Agreement to be executed as of
the date first written above. SHARES HELD OF ROYAL APPLIANCE MFG. CO.

TECHTRONIC INDUSTRIES, INC. 0 By: Name: Horst Pudwill Its:
Chief Executive Officer RICHMONT CAPITAL PARTNERS I, L.P. 2,969,900 By: J.R. Investment Corp. Its:
General Partner By: Name: John Rochon Its: President 1,020,000

E. PATRICK NALLEY, Individually and as Trustee of the Eldron P.
Nalley D/T/D January 18, 1993 6 [NATCITY INVESTMENTS LETTERHEAD TO COME] ANNEX B December 9,
2002 PERSONAL & CONFIDENTIAL Board of Directors Royal Appliance Mfg. Co. 7005 Cochran Road
Glenwillow, Ohio 44139 Gentlemen: You have requested our opinion as to the fairness, from a financial point of
view, to the holders of the issued and outstanding Common Shares, without par value (the "Common Shares"), of
Royal Appliance Mfg. Co., an Ohio corporation (the "Company"), of the consideration to be received by such holders
pursuant to the Agreement and Plan of Merger (the "Merger Agreement") to be entered into by the Company, RAMC
Holdings, Inc., a Delaware corporation (" Acquiror"), Techtronic Industries Co., Ltd., a corporation organized under
the laws of Hong Kong ("Parent"), and TIC Acquisition Corp., an Ohio corporation, and a wholly-owned subsidiary of
Acquiror ("Merger Sub"). You have advised us that the Merger Agreement contemplates that at the closing of the
transaction contemplated thereby, among other things, Merger Sub will be merged with and into the Company (the
"Merger") and each Common Share of the Company issued and outstanding as of the closing date (other than shares
owned by Parent or the Company and any of their respective parent entities and subsidiaries and any shares as to
which appraisal rights have been perfected in accordance with provisions of applicable law) will be converted into the
right to receive the amount of $7.37 per share in cash (the "Merger Consideration"). In connection with rendering this
opinion, we have, among other things: (i) reviewed a draft of the Merger Agreement, dated December 6, 2002, which
we understand to be in substantially final form; (ii) reviewed a draft of the form of Voting Agreement dated December
6, 2002 for certain shareholders of the Company, which we understand to be in substantially final form; (iii) reviewed
a draft of the form of Employment Agreement dated December 7, 2002 for certain executives officers of the
Company, which we understand to be in substantially final form; (iv) reviewed certain publicly available information
concerning the Company, including the Company's Annual Reports on Form 10-K for each of the fiscal years ended
December 31, 1997, December 31, 1998, December 31, 1999, December 31, 2000, and December 31, 2001, and the
Company's Quarterly Reports on Form 10-Q for each of the periods ended March 31, 2002, June 30, 2002, and
September 30, 2002; (v) analyzed certain unaudited internal information, primarily financial in nature and including
projections for the fiscal years ended December 31, 2002 through 2007, prepared and furnished to us by the
Company's management for purposes of our analysis; (vi) reviewed certain publicly available information concerning
the trading of, and the trading market for, the Company's Common Shares; (vii) reviewed certain publicly available
information with respect to certain other companies that we believe to be comparable to the Company and the trading
markets for certain of such other companies' securities; (viii) compared the proposed financial terms of the Merger
with certain publicly available information concerning the nature and terms of certain other transactions that we
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considered to be relevant; (ix) discussed past and current operations and financial condition and the prospects of the
Company, as well as other matters we believe relevant to our inquiry, with certain officers and employees of the
Company; and 7 Board of Directors December 9, 2002 Page 2 (x) conducted such other financial studies, analyses and
investigations, and considered such other information, as we deemed necessary or appropriate. In our review and
analysis and in arriving at our opinion, we have assumed and relied upon the accuracy and completeness of all of the
financial and other information provided to us or publicly available and have assumed and relied upon the
representations and warranties of the Company contained in the Merger Agreement. We have not been engaged to,
and have not independently attempted to, verify any of such information. We have also relied upon the management
of the Company as to the reasonableness and achievability of the financial and operating projections (and the
assumptions and bases therefor) provided to us and, with your consent, we have assumed that such projections reflect
management's best currently available estimates and judgments. We have not been engaged to assess the
reasonableness or achievability of such projections or the assumptions on which they were based and express no view
as to such projections or assumptions. In addition, we have not evaluated or appraised any of the assets, properties or
facilities of the Company nor have we been furnished with any such evaluation or appraisal. At your direction, we
have not been asked to, nor do we, offer any opinion as to the material terms of the Merger Agreement or the form of
the transaction as a merger. We have also assumed, with your consent, that the final executed form of the Merger
Agreement does not differ in any material respect from the draft we have examined and that the conditions to the
Merger as set forth in the Merger Agreement would be satisfied and that the Merger would be consummated on a
timely basis in the manner contemplated by the Merger Agreement. It should be noted that this opinion is necessarily
based on the economic, monetary, market and other conditions as in effect on, and the information made available to
us, as of the date hereof and does not address any matters subsequent to such date. It should be noted that although
subsequent developments may affect this opinion, we do not have any obligation to update, revise or reaffirm our
opinion. We reserve, however, the right to withdraw, revise or modify our opinion based upon additional information
which may be provided to or obtained by us after the issuance of the opinion which suggests, in our judgment, a
material change in the assumptions upon which our opinion is based. Our opinion is limited to the fairness, as of the
date hereof, from a financial point of view, of the Merger Consideration and does not address the Company's
underlying business decision to effect the Merger or any other terms of the Merger. We have acted as the Company's
financial advisor in connection with the Merger and will receive a fee for our services, which is contingent upon
completion of the Merger. We will also receive a fee for our services in rendering this opinion, and the Company has
agreed to indemnify us under certain circumstances. In the ordinary course of our business, we may actively trade the
Company's Common Shares and other securities of the Company, as well as Parent's common stock and other
securities of Parent, for our own account and for the accounts of customers and, accordingly, may at any time hold a
long or short position in such securities. It is understood that this letter was prepared at the request of the Board of
Directors of the Company for its confidential use and may not be reproduced, disseminated, quoted or referred to at
any time, in any manner or for any purpose without our prior written consent, except that the Company may use this
letter in its entirety as part of any filing made by the Company in respect of the Merger with the Securities and
Exchange Commission and except as otherwise required by law or any regulatory agency or commission. Our opinion
is directed to the Board of Directors and does not constitute a recommendation to any shareholder of the Company as
to how such shareholder should vote at the shareholders' meeting held in connection with the Merger. 8 Board of
Directors December 9, 2002 Page 3 Based upon and subject to the foregoing and such other matters as we consider
relevant, it is our opinion that, as of the date hereof, the Merger Consideration is fair, from a financial point of view, to
the holders of the Company's Common Shares. Very Truly Yours, /s/f NATCITY INVESTMENTS, INC.

NATCITY INVESTMENTS, INC. 9 ANNEX C SECTIONS 1701.84 AND 1701.85
OF THE OHIO REVISED CODE RIGHTS OF DISSENTING SHAREHOLDERS 1701.84 DISSENTING
SHAREHOLDERS ENTITLED TO RELIEF The following are entitled to relief as dissenting shareholders under
section 1701.85 of the Revised Code: (A) Shareholders of a domestic corporation that is being merged or consolidated
into a surviving or new entity, domestic or foreign, pursuant to section 1701.78, 1701.781, 1701.79, 1701.791, or
1701.801 of the Revised Code; (B) In the case of a merger into a domestic corporation, shareholders of the surviving
corporation who under section 1701.78 or 1701.781 of the Revised Code are entitled to vote on the adoption of an
agreement of merger, but only as to the shares so entitling them to vote; (C) Shareholders, other than the parent
corporation, of a domestic subsidiary corporation that is being merged into the domestic or foreign parent corporation
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pursuant to section 1701.80 of the Revised Code; (D) In the case of a combination or a majority share acquisition,
shareholders of the acquiring corporation who under section 1701.83 of the Revised Code are entitled to vote on such
transaction, but only as to the shares so entitling them to vote; (E) Shareholders of a domestic subsidiary corporation
into which one or more domestic or foreign corporations are being merged pursuant to section 1701.801 of the
Revised Code. 1701.85 QUALIFICATIONS OF AND PROCEDURES FOR DISSENTING SHAREHOLDERS (A)
(1) A shareholder of a domestic corporation is entitled to relief as a dissenting shareholder in respect of the proposals
described in sections 1701.74, 1701.76, and 1701.84 of the Revised Code, only in compliance with this section. (2) If
the proposal must be submitted to the shareholders of the corporation involved, the dissenting shareholder shall be a
record holder of the shares of the corporation as to which he seeks relief as of the date fixed for the determination of
shareholders entitled to notice of a meeting of the shareholders at which the proposal is to be submitted, and such
shares shall not have been voted in favor of the proposal. Not later than ten days after the date on which the vote on
the proposal was taken at the meeting of the shareholders, the dissenting shareholder shall deliver to the corporation a
written demand for payment to him of the fair cash value of the shares as to which he seeks relief, which demand shall
state his address, the number and class of such shares, and the amount claimed by him as the fair cash value of the
shares. (3) The dissenting shareholder entitled to relief under division (C) of section 1701.84 of the Revised Code in
the case of a merger pursuant to section 1701.80 of the Revised Code and a dissenting shareholder entitled to relief
under division (E) of section 1701.84 of the Revised Code in the case of a merger pursuant to section 1701.801 of the
Revised Code shall be a record holder of the shares of the corporation as to which he seeks relief as of the date on
which the agreement of merger was adopted by the directors of that corporation. Within twenty days after he has been
sent the notice provided in section 1701.80 or 1701.801 of the Revised Code, the dissenting shareholder shall deliver
to the corporation a written demand for payment with the same information as that provided for in division (A)(2) of
this section. (4) In the case of a merger or consolidation, a demand served on the constituent corporation involved
constitutes service on the surviving or the new entity, whether the demand is served before, on, or after the effective
date of the merger or consolidation. (5) If the corporation sends to the dissenting shareholder, at the address specified
in his demand, a request for the certificates representing the shares as to which he seeks relief, the dissenting
shareholder, within fifteen days from the date of the sending of such request, shall deliver to the corporation the
certificates requested so that the corporation may forthwith endorse on them a legend to the effect that demand for the
fair cash value of such shares has been made. The corporation promptly shall return such endorsed certificates to the
dissenting shareholder. A dissenting shareholder's failure to deliver such certificates terminates his rights as a
dissenting 1 shareholder, at the option of the corporation, exercised by written notice sent to the dissenting shareholder
within twenty days after the lapse of the fifteen-day period, unless a court for good cause shown otherwise directs. If
shares represented by a certificate on which such a legend has been endorsed are transferred, each new certificate
issued for them shall bear a similar legend, together with the name of the original dissenting holder of such shares.
Upon receiving a demand for payment from a dissenting shareholder who is the record holder of uncertificated
securities, the corporation shall make an appropriate notation of the demand for payment in its shareholder records. If
uncertificated shares for which payment has been demanded are to be transferred, any new certificate issued for the
shares shall bear the legend required for certificated securities as provided in this paragraph. A transferee of the shares
so endorsed, or of uncertificated securities where such notation has been made, acquires only such rights in the
corporation as the original dissenting holder of such shares had immediately after the service of a demand for payment
of the fair cash value of the shares. A request under this paragraph by the corporation is not an admission by the
corporation that the shareholder is entitled to relief under this section. (B) Unless the corporation and the dissenting
shareholder have come to an agreement on the fair cash value per share of the shares as to which the dissenting
shareholder seeks relief, the dissenting shareholder or the corporation, which in case of a merger or consolidation may
be the surviving or new entity, within three months after the service of the demand by the dissenting shareholder, may
file a complaint in the court of common pleas of the county in which the principal office of the corporation that issued
the shares is located or was located when the proposal was adopted by the shareholders of the corporation, or, if the
proposal was not required to be submitted to the shareholders, was approved by the directors. Other dissenting
shareholders, within that three-month period, may join as plaintiffs or may be joined as defendants in any such
proceeding, and any two or more such proceedings may be consolidated. The complaint shall contain a brief statement
of the facts, including the vote and the facts entitling the dissenting shareholder to the relief demanded. No answer to
such a complaint is required. Upon the filing of such a complaint, the court, on motion of the petitioner, shall enter an
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order fixing a date for a hearing on the complaint and requiring that a copy of the complaint and a notice of the filing
and of the date for hearing be given to the respondent or defendant in the manner in which summons is required to be
served or substituted service is required to be made in other cases. On the day fixed for the hearing on the complaint
or any adjournment of it, the court shall determine from the complaint and from such evidence as is submitted by
either party whether the dissenting shareholder is entitled to be paid the fair cash value of any shares and, if so, the
number and class of such shares. If the court finds that the dissenting shareholder is so entitled, the court may appoint
one or more persons as appraisers to receive evidence and to recommend a decision on the amount of the fair cash
value. The appraisers have such power and authority as is specified in the order of their appointment. The court
thereupon shall make a finding as to the fair cash value of a share and shall render judgment against the corporation
for the payment of it, with interest at such rate and from such date as the court considers equitable. The costs of the
proceeding, including reasonable compensation to the appraisers to be fixed by the court, shall be assessed or
apportioned as the court considers equitable. The proceeding is a special proceeding and final orders in it may be
vacated, modified, or reversed on appeal pursuant to the Rules of Appellate Procedure and, to the extent not in conflict
with those rules, Chapter 2505 of the Revised Code. If, during the pendency of any proceeding instituted under this
section, a suit or proceeding is or has been instituted to enjoin or otherwise to prevent the carrying out of the action as
to which the shareholder has dissented, the proceeding instituted under this section shall be stayed until the final
determination of the other suit or proceeding. Unless any provision in division (D) of this section is applicable, the fair
cash value of the shares that is agreed upon by the parties or fixed under this section shall be paid within thirty days
after the date of final determination of such value under this division, the effective date of the amendment to the
articles, or the consummation of the other action involved, whichever occurs last. Upon the occurrence of the last such
event, payment shall be made immediately to a holder of uncertificated securities entitled to such payment. In the case
of holders of shares represented by certificates, payment shall be made only upon and simultaneously with the
surrender to the corporation of the certificates representing the shares for which the payment is made. (C) If the
proposal was required to be submitted to the shareholders of the corporation, fair cash value as to those shareholders
shall be determined as of the day prior to the day on which the vote by the shareholders was taken and, in the case of a
merger pursuant to section 1701.80 or 1701.801 of the Revised Code, fair cash value as to shareholders of a
constituent subsidiary corporation shall be determined as of the day before the adoption of the agreement of merger by
the directors of the particular subsidiary corporation. The fair cash value of a share for the purposes of this section is
the amount that a willing seller who is under no compulsion to sell would be willing to accept and that a willing buyer
who is under no compulsion to purchase would be willing to pay, but in 2 no event shall the fair cash value of a share
exceed the amount specified in the demand of the particular shareholder. In computing such fair cash value, any
appreciation or depreciation in market value resulting from the proposal submitted to the directors or to the
shareholders shall be excluded. (D) (1) The right and obligation of a dissenting shareholder to receive such fair cash
value and to sell such shares as to which he seeks relief, and the right and obligation of the corporation to purchase
such shares and to pay the fair cash value of them terminates if any of the following applies: (a) The dissenting
shareholder has not complied with this section, unless the corporation by its directors waives such failure; (b) The
corporation abandons the action involved or is finally enjoined or prevented from carrying it out, or the shareholders
rescind their adoption of the action involved; (c) The dissenting shareholder withdraws his demand, with the consent
of the corporation by its directors; (d) The corporation and the dissenting shareholder have not come to an agreement
as to the fair cash value per share, and neither the shareholder nor the corporation has filed or joined in a complaint
under division (B) of this section within the period provided in that division. (2) For purposes of division (D)(1) of
this section, if the merger or consolidation has become effective and the surviving or new entity is not a corporation,
action required to be taken by the directors of the corporation shall be taken by the general partners of a surviving or
new partnership or the comparable representatives of any other surviving or new entity. (E) From the time of the
dissenting shareholder's giving of the demand until either the termination of the rights and obligations arising from it
or the purchase of the shares by the corporation, all other rights accruing from such shares, including voting and
dividend or distribution rights, are suspended. If during the suspension, any dividend or distribution is paid in money
upon shares of such class or any dividend, distribution, or interest is paid in money upon any securities issued in
extinguishment of or in substitution for such shares, an amount equal to the dividend, distribution, or interest which,
except for the suspension, would have been payable upon such shares or securities, shall be paid to the holder of
record as a credit upon the fair cash value of the shares. If the right to receive fair cash value is terminated other than
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by the purchase of the shares by the corporation, all rights of the holder shall be restored and all distributions which,
except for the suspension, would have been made shall be made to the holder of record of the shares at the time of
termination. 3 ROYAL APPLIANCE MFG. CO. PROXY SOLICITED ON BEHALF OF THE BOARD OF
DIRECTORS OF ROYAL APPLIANCE MFG. CO. FOR SPECIAL MEETING ON APRIL , 2003 The Special
Meeting of Shareholders of Royal Appliance Mfg. Co. will be held on , April , 2003 at 9:00 a.m. at The Forum
Conference Center, One Cleveland Center, 1375 East Ninth Street, Cleveland, Ohio. [Royal Applicance Logo][DIRT
DEVIL LOGO] YOUR VOTE IS VERY IMPORTANT Please sign, date and return your proxy/voting instruction
card below. Detach and return the card in the envelope provided. DETACH CARD

ROYAL APPLIANCE MFG. CO. The
undersigned hereby appoints Michael J. Merriman and R. Louis Schneeberger, and each of them, as proxies with full
power of substitution for and in the name of the undersigned, to vote the Common Shares of Royal Appliance Mfg.
Co. (the "Company") held of record by the undersigned on February 28, 2003 at the Special Meeting of Shareholders
to be held April , 2003, at The Forum Conference Center, One Cleveland Center, 1375 East Ninth Street, Cleveland,
Ohio, at 9:00 a.m. local time, and at any adjournment thereof, with all the powers the undersigned would possess if
personally present. The proxies shall vote in the manner indicated on this proxy card. The proxies will vote "FOR"
Proposals 1 and 2 if no direction is made. The proxies cannot vote your shares unless you sign, date, and return this
proxy card. If you wish to vote as the Board of Directors recommends, all you need to do is sign and return this card.
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE FOR PROPOSALS 1 AND 2. 1. To
adopt the Agreement and Plan of Merger, dated as of December 16, 2002 by and among the Company, TechTronic
Industries Co., Ltd., a corporation organized under the laws of Hong Kong, RAMC Holdings, Inc., a Delaware
corporation and wholly owned subsidiary of TechTronic, and TIC Acquisition Corp., an Ohio corporation and wholly
owned subsidiary of RAMC Holdings, and approve the transactions contemplated thereby, including, without
limitation, the merger pursuant to which each Royal share is converted into the right to receive $7.37 per share. [ ]
FOR [ ] AGAINST [ ] ABSTAIN (CONTINUED, AND TO BE SIGNED ON OTHER SIDE) DETACH CARD
(Continued from the other side) 2. Unless
discretionary authority is withheld, the proxies are authorized to vote, in their discretion, upon other matters as may be
properly brought before the Special Meeting, including in favor of a proposal to postpone or adjourn the Special
Meeting in order to solicit additional votes. [ | DISCRETIONARY AUTHORITY GRANTED [ ] DISCRETIONARY
AUTHORITY WITHHELD [ ] Please check this box if you expect to attend the special meeting in person. All as
more particularly described in the Proxy Statement relating to such meeting, receipt of which is hereby acknowledged.
Dated................ ,2003 e Signature .........cceceeveeennnne Signature Please sign exactly as name(s) appear
on this proxy. If joint account, each joint owner should sign. When signing as attorney, executor, administrator,
trustee, or guardian, please give your full title. If the shareholder is a corporation or partnership, please have the full
corporate or partnership name signed by a duly authorized person. THIS PROXY, IF PROPERLY EXECUTED AND
DELIVERED, WILL REVOKE ALL PRIOR PROXIES. PLEASE SIGN, DATE, AND RETURN YOUR PROXY
PROMPTLY IN THE ENCLOSED ENVELOPE TO NATIONAL CITY BANK, P.O. BOX 92301, CLEVELAND,
OHIO 44197-1200. NO POSTAGE REQUIRED IF MAILED IN THE UNITED STATES.
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